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At its first heads of government meeting in Paris in
cember 1957, the North Atlantic Treaty Organization
opted military plan MC-70. Under this plan alliance
mbers: reaffirmed their joint ministerial decisions of
cember 1954 and December 1955 to equip NATO forces
urope with battlefield or “tactical” nuclear weapons.
ese systems, which included an air strike capability to
erdict the adversary’s land forces, artillery for the direct
port of NATO land forces, and air-to-air missiles, were
signed to-give the alliance a counterforce capability
a)’fma ainst Warsaw Pact conventional forces. Effectively,
TO military authorities were given the hardware by
ich they.could. plan for the contingency of a limited
clear war in the European theatre, in the event of aggres-
n from the east. _

The stated rationale for MC-70, and for the alliance’s
sequent heavy reliance on nuclear weapons for its de-
ce, was the need to offset the at least numerical advan-
e in troop strength and conventional armor which the
TSaw Pact clearly enjoyed It was recognized that for

nce could not hope to match Soviet conventional superi-
ty. Yet another and equally cogent reason for MC-70 was
perceived and increasingly real need to strengthen the
erican nuclear commitment to Western Europe.

With the deployment of its long-range bomber in 1954
-===2and then its intercontinental ballistic missile (ICBM) in
7, the Soviet Union clearly demostrated an ability to
IS ach the United States with nuclear weapons. As a con-
sequence of these developments, doubts began to surface
i NATO Europe that Washington would risk the destruc-
n of the American homeland merely for the sake of its
beleaguered allies. By 1957, thus, two closely linked prob-
lems had emerged which continued thereafter to perplex if
t bedevil the alliance: Soviet-American parity in their

b45 cqntral strategic systems (the mainstay of the nuclear bal-
4 ce of power), and the question of the credibility of the
merican nuclear guarantee to NATO Europe.
— [Double quick fix
S In hindsight at least, it seems that MC-70 was designed
perform a double duty as a hardware quick-fix for these
nt (hew dilemmas facing the alliance. First, by providing for
ed He contin gency of an allied nuclear war-fighting capability
1k the theatre level rather than an automatic American
y ateg1c response to a Warsaw Pact attack, the plan was to
ifset American fears that NATO represented an all-too-
harge- Sgngerous entangling alliance. Second, should NATO face
nminent defeat on the battlefield, then the use of tactical
-

Confidence-building measures needed
NATO, us and weapons

oﬁventional weapons & wisdoms:
a NATO dilemma for Canada

by Michael Tucker

nuclear forces by the alliance would serve as a trip-wire
unleashing the American strategic arsenal. Tactical weap-
ons were thus seen to serve both as a firebreak between
alliance theatre and American strategic systems in the
event of war and, paradoxically, as a coupling link between
these systems.

Even as the positioning of NATO’s tactical nuclear
systems continued apace in the early-mid-1960s, however,
the apparent willingness of the Soviet Union to respond in
kind to Western hardware decisions compelled some re-
thinking in alliance capitals and councils about the logic of
a virtually exclusive reliance on nuclear weapons. If and as
the Soviet Union continued to deploy its own tactical nu-
clear weapons in Eastern Europe, the question arose as to
what confidence the alliance could have in its nuclear war-
fighting ability to repel a Soviet attack. Rather than return
to a reliance upon the discredited doctrine of massive
retaliation, the alliance, in December 1967, adopted a
strategy of flexible response which promised a deliberate
but controlled escalation of any conflict in Europe — from
a conventional to the tactical nuclear level, and ultimately
to the strategic nuclear level if need be. Uncertain of
NATO’s likely response (the level or threshold to be of the
alliance’s own choosing), the Warsaw Pact was thus to be
deterred from initiating hostilities in Europe by a “seam-
less web” of potential threats, including NATO’s possible
first use of nuclear weapons.

Early push for conventional forces

The strategy required, of course. the appropriate
weapons systems to sustain it, and that year the alliance
agreed in principle to augment its nuclear arsenal with
modernized and strengthened conventional forces.
However, this agreement in principle was not to be put into
practice, at least not at that time. For the next decade or so
the hard issue of alliance conventional force upgrading was
effectively shelved as a consequence of the emergence of a
number of mitigating factors: superpower détente, cost
considerations, which became all the more compeliling as
economic problems beset Western nations during the
1970s, and NATO’s own earnest quest for détente with the
East following upon the recommendations of the Harmel
Report in 1967. Not the least of these recommendations
was that the alliance should pursue the desideratum of

Michael Tucker teaches Political Science at Mount Allison

- University in Sackville, New Brunswick. He was a NATO

Fellow during 1981-82, and is the author of Canadian
Foreign Policy: Contemporary Issues and Themes (1950).




‘ 5:CanﬁdeﬂéeebuWingf measuresneeded .

A “negotlatlons w1th the East over mutual and balanced force

' ‘reduct1ons in central ‘Europe — a recommendation .de-

- signed in part to- offset the spirit and the spectre of Man-
sfieldism which haunted the alliance at that time, the spec-
tre of American troop Wlthdrawals from Europe

“Of late, however, the quest for a “strengthened” al—‘ 3

liance conventional force capability has been given a'new
life. The patermty of this may well be traceable to new
developments in the field of conventional weapons tech-

nologies, as well as NATOs1978 Long-Term Defence Plan °

designed to improve alliance “readiness.” While the al-
liance was ahead of Westérn publicopinion in this thinking,

the idea of conventional force preparedness was quickly

and vigorously taken up on both sides of the Atlantic by
former political leaders, government officials, and a con-
cerned citizenry. There can be no doubt that, as far as the
attentive public in the West was concerned, this developed

_ interest was instigated in large measure by the abrupt ‘

downturn in the’ prospects for East-West détente and for
nuclear arms control, which had been signalled by the fate
of SALT Il in early 1980. The subsequent imprudent tend-
ency of chief spokesmen for a newly-elected Reagan ad-
ministration in the United States.te openly debate NATO’s
_theatre nuclear war-fighting strategies only served to

heighten fears in the West about the likelihood of nuclear

war

Enter “two-track” :

- Alas for the alliance, these events sw1ftly followed
NATO?s theatre nuclear force (TNF) modernization deci-
sion of December 1979. As is well known, this “two-track”

- decision called for the emplacement of Pershing IT and
ground-launched Cruise missiles (GLCMs) in Europe by
the end of 1983 should the proposed Geneva intermediate-
range nuclear force (INF) talks between the United States
.and the Soviet Union fail to reach agreement by then on an
arms control regime for these systems and the Soviet

SS-20. In retrospect, it seems clear that the error in

NATO’ ways when it called for TNF modernization was in
not anticipating the demise of the SALT process, since the
alliance had fully intended that an INF agreement should
.and could be reached with the East as a theatre nuclear
force companion to SALT II. Instead, the TNF decision
became the focus of the widespread anti-nuclear move-

ments in Etrope and North America during the early

1980s. These movements in turn have helped to fortify
NATO? interest in conventional preparedness.
- Atroot, these contemporary expressions of fear about
the danger of nuclear war are quite legitimate. Few would
argue on technical or military-strategic grounds that the
system of mutual nuclear deterrence in the Soviet-Amer-
ican relationship and America’s “extended deterrence” to
NATO Europe are foolproof. Should these systems fail,
few would argue on moral grounds that there is any com-
pelling reason why innocent civilians should be the hostage
victims of a nuclear exchange These strategic and moral
considerations mean, in sum, that there are powerful rea-
sons for both West and East to shift to defence, failing
mutual disarmament, for their security rather than relying
on admittedly unstable systems of nuclear deterrence
which would provide no choice, should the moment of
truth arrive, between surrender and Armageddon. On this
point the professional soldier and the man in the street may
well be at one, and it may be unduly provocative to suggest
that a parallel could be drawn between the present Western
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: 'ne1ther moral nor prudent. -

“have been nurtured by NATO’s nuclear war-fighting sti
_such intensity and political impact. These strategies, a ther tha

"~ seem as though Western Europeans had worried The

' to-engage the adversary in nuclear battle, in Europe if

~of nuclear war in Europe have always been more comp
“than this, and they have been reflected in past ace

‘mental and probably unresolvable issue as to how

interestin conventional rearmament and the interest of
present American administration in defensive. syst
against strategic missiles and bombers. As the Amer
Defense Secretary, Caspar Weinberger, has said, pe
based on the threat of widescale destructlon of civiliar

US too close or too far?
Yet, to the extent. that Western fears of nuclear»

egies, it is perhaps ironic that they should surface now v

all, were conceived a quarter-of-a-century ago. It workghtlng S

necessarily down-to 1980 that the American nuclear gi
antee to NATO Europe was not real, and now must wo
that it is all too'real — that Washington is more than will

elsewhere. In truth, alliance worries about the likely ca

debates about alliance nuclear strategy. Intra- allia
questioning about the logic of massive retaliation, MC
and the ‘ill-fated multilateral nuclear force scheme of
early 1960s revolved one way or another around the fun

security of NATO Europe in the nuclear era could
effectively provided for. :
The strategy of flexible response represented the m
imum attainable political consensus within the alliance
this central issue. It embodied all the key ambiguities in
concept of European security: a necessary commitmen

of both  American and European fears about the cag
sequences of nuclear war; the emplacement in NATO Ej
rope of tactical nuclear systems which were (and ar
supposed to serve on the one hand as a firebreak betweery
limited theatre nuclear war anda strategic war, and on tlf

the event of war on the one hand, while on the other tlr isi
positioning of nuclear systems in the forward zones of tighj
alliance in order to guarantee their early use. This mherell 3
contradiction between the strategies of flexible respon‘t i
and forward defence arose from the lack of depth to timd
NATO European theatre, and it may be resolved by t
advent of the new conventional “smart” technologies.

“Flexible response” a chimera?

Yet if the strategy of flexible response does not mal bute
strategic sense, this is probably because it was never mea?€{€r7e]
to. It was never designed as an “operational” strateg
NATO’s “war-fighting” plans were a political response to
strategic dilemma, and a necessary component of the prtdl
fessional esprit de corps of a military compact which face
nuclear armed adversary. It did not (and does not) mak
sense for military planners, whose task it is to plan for th5% h. (
contingency of nuclear war (however remote or unpalaﬁ
ble that may be), to disavow the nuclear option. The
points, it seems, have been wholly misunderstood, if not
those senior American spokesmen who publicized NATC
nuclear war-fighting plans, then by elements among
Western public who now seek salvation from the prospe
of a nuclear war in Europe through conventional rearm

K



t and NATO’ adoption of a “no-first-use of nuclear
ons” pledge. In truth, alliance plans for the use of
ear weapons were never “deeply secret,” as Messrs.
1idy, Kennan, McNamara and Smith have asserted; but
e former -architects- of American foreign policy, who
propogated the idea of conventional alternatives to a
nce on nuclear weapons in their influential Foreign
ear y%lﬁairs article “Nuclear Weapons and the Atlantic Al-
e,” are essentially correct in saying that the coherence
e alliance has been maintained by “general neglect”

hting scenarios. .
The myth of NATO’s nuclear war-fighting intentions

rica’s “extended deterrence” to Western Europe. Ex-
ed deterrence, of course, is essentially an extension of
ot American nuclear “umbrella” to NATO Europe,
hrough the coupling of theatre nuclear systems to Amer-

strategic capabilities, and NATO might have done well
explain the logic of its TNF modernization in these terms
er than as a knee-jerk reaction to the Soviet deploy-
nt of the SS-20. Whether the Pershing II and the Cruise
he most appropriate systems for this deterrent role is
her matter, which should be addressed in terms of their
ilizing qualities within the overall strategic nuclear bal-
. The point to'be made here is that the by now deep-
ited opposition to the principle of TNF modernization
the related pressures for a clear firebreak between
O’s conventional theatre capabilities on the one hand
and alliance and US nuclear systems on the other might
imdermine extended deterrence.

be, aws in conventional forces argument

bec | This and what follows is not an argument against
he cq gventi,onal‘weapoﬁs inNATO’s arsenal. Politically, these
TO Ejré a necessary component of the triad of flexible response.
ould be recognized, however, that as a consequence of
¢ technological, political, moral and military-strategic
1 on ﬂf tors which now fuel the drive toward conventional alter-
tives to nuclear weapons, the alliance could at some
int in the near future find itself on the brink of doctrinal
sionism. If the shield of nuclear deterrence is thereby
i ed in favor of the conventional sword, this could have
s than salutary implications for European stability. If
1§ be heresy, cast aside the matter of whether NATO
¢mbers are now finally prepared to shoulder the socio-
cconomic costs of conventional rearmament, and consider

¢ logic of the following conventional wisdoms:

A strengthened alliance conventional capability will con-
bute to stability by filling in the gap in NATO’s spectrum of
terrence. Yet are conventional weapons instruments of
terrence? This is a matter of perception. In psychologi-
as well as etymological and military terms, deterrence
nnot be separated from the concept of terror. As noted
Delow, a number of conventional weapons are indeed po-
ntial weapons of terror, but they are not as yet seen as
ch. Conventional weapons do not have the stigma at-
itached to them that nuclear weapons do, which they need

f,@!teﬂence, then they are useful weapons for defence. Given
the possibility of war in Europe, it is morally appropriate
1or the alliance to have a defensive capability which will not

Confidence-building measures needed

necessitate recourse to the ultimate weapon. This is
granted, but given the new conventional weapons in or
scheduled for the arsenals of NATO and the Warsaw Pact
(the non-nuclear air fuel~explosive, for instance, which
reportedly equals the blast of an atomic bomb), to describe
any possible non-nuclear conflict in Europe as a “conven-
tional war” would be a misnomer. Thanks to technological
innovation, a conventional war in Europe would be no
more a useful instrument of policy, in the classic Claus-
ewitzian conception of war, than would nuclear conflict.

3. Conventional weapons will “raise” the nuclear threshold.
This is a military necessity, just as it is morally appropriate,
because any use of nuclear weapons in Europe will surely
escalate to the strategic threshold. The notion of “raising”
the nuclear threshold is fuzzy at best, and raises two funda-
mental questions from a military standpoint: is it possible?
isit desirable? The possibility of raising this threshold must
be assessed in terms of the willingness of the two adver-
sarial military compacts in Europe to adhere to agreed
upon and understood rules of limited war. This would
presume a degree of rationality on the part of decision-
makers, and in the process of war itself, which would be at
best imprudent. The question of the desirability of raising
the nuclear threshold can of course only be addressed in
relation to the prewar situation. Presuming this could be
done in economic and miltiary force structure terms, the
issue is then whether raising this threshold would in fact
make war in Europe any less likely. This is to cariry the
point about the limited utility of conventional weapons as
instruments of deterrence one step further: would a reduc-
tion in the fear of the consequences of war enhance rather
than reduce the likelihood of war itself?

4. A credible allignce conventional capability is now mili-
tarily feasible because of NATO’s commitment to a posture
of readiness and because of NATO’s acquisition of “smart”
precision-guided munitions (PGMs). True, these weapons
give the alliance a capability to interdict Soviet second-
echelon forces which lie well behind the Warsaw Pact’s
front line, and thereby would throttle a Soviet tank
blitzkrieg. But the counterforce qualities of PGMs seem at
least to threaten Soviet nuclear retaliatory systems, the
ultimate guarantor of the adversary’s territorial integrity.
In war these systems could well take on a “use them or lose
them” character, thus forcing the adversary to initiate a
nuclear war. In peace PGM counterforce technologies help
to blur the distinction between conventional and nuclear
weapons, a distinction which remains politically useful for
the alliance.

5. An increased commitment by NATO to conventional
alternatives would do double duty insofar as its present
predicament over TNF modernization is concerned. It could
facilitate Washington’s ability to reach a militarily-significant
INF agreement with Moscow and help to dissipate Western
peace movements which are weakening the political cohe-
sion of the alliance. There is much to be said for the political
cohesion of the Western alliance. It is at least as crucial to
Western security as any particular weapons system. And in
truth Western peace movements have not done much to
help alliance cohesion of late. Yet are conventional weap-
ons the answer to anti-nuclear movements? Is Western

- public opinion too uncertain a trumpet on military matters

to act as a basis upon which NATO should make its hard-
ware choices or establish its doctrinal directions? Is the
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West now ready to think and act senously upon-non-nu-

clearalternatives and, one would presume, to try tosell the' '

idea to the Soviet Union?
It is not at all clear, furthermore that conventlonal

weapons could be treated as an alternative to modernized

"theatre nuclear forces. Even'if the alliance, like Dickenss
Barkis, were willing, there is little hkehhood that the So-

viet Union would respond in kind, especially in view of the

British and French nuclear force modernization programs.
In short, there is now little chance of turning back the
theatre nuclear force structure clock.

-

Canadian quandary
There are two enduring reahtles of Canada’s NATO
relationship which will factor into any consideration that

- we might give to the alliance’s current thinking about con-~
ventional rearmament. The first is:‘that for sound eco-
nomic, military and social reasons'Canada remains
committed fo the security of Western :Europe.: In fact,
although not on paper, the NATO relationship is our first
defence priority. The second reality is that we have not in

peacetime seen fit to commit ourselves as fully as we might
have to European security. Because of the diverse roles.

assigned to Canada’s armed forces, our distaste for most
things military, and our penchant for approaching most
aspects  of Canadian -defence policy from a cost-benefit
standpoint, our force structure commitment to NATO Eu-
rope has by any yardstick of military professionalism left
something to be desired:

Yet there may well be, if only for reason of national
pride, a significant degree of sympathy in Canada for the
professional plight of the Canadian Armed Forces in Eu-
rope; given our traditional distaste for nuclear weapons
and our basic distrust of both nuclear war-fighting and
nuclear war-winning scenarios, there may well also be a
significant degree of sympathy among Canadians for the

idea of alliance conventional rearmament. But whether

these sentiments are likely.in the forseeable future to be
translated into a tangible strengthening of Canada’s con-

ventional force commitment to-NATO Europe is certainly -

moot.

Ashashappened in the past Canadians may ﬁnd them-
selves attracted to a conventional arms control regime for
Europe, partly in the hope of getting themselves off the
hardware hook. This rather narrow view of selfinterest,
coupled with a long-standing belief that there is something
to be said for mutual arms reductions by the two heavily
armed camps in central Europe, helped to explain Can-
ada’s early and strong interest in the Vienna mutual and
balanced force reduction (MBFR) negotiations. Yet if
Ottawa’s worries about the implications for Canada and for

<
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European stability of the existence of these camps h
been heightened of late, it should not Iook to the MB
negotiations for salvatlon

This set of negotlanons ‘has undoubtedly had valu
an-on-going forum for East-West dialogues over the in
ent dangers in the confrontation in Europe; and given
current state of disrepair in East-West détente, the v
existence of an inter-alliance forum -such as MBFR ¢
tinues to have an imporfant symbolic meaning. Yet
Vienna negotiations have been stalemated since
mid-1970s over “data discrepancies” in the reported nur.
ber of Soviet troops in Eastern Europe, and there is 1;
early resolution of this stalemate in sight. East-West
ferences over this issue probably only underscore the res
ity that militarily-signficant force reductions in central E
rope are not at: present amenable to a negotia
settlement, and this may well be the most important 1esso,
for arms control which the MBFR discussions have to offe
This reality should delimit Canadian expectations about’
conventional arms control regime in Europe. .

Optimally, Canada might aim for some sort of unde
standing between East and West about the .inherent day z:
gers of an in-depth expansion and modernization
conventional capabilities in Europe, some sense this ma:
well be inconsistent with stable mutual deterrence. P

mutual deterrence could not be strengthened by an Easl-d
West accord.on the no-first-use of armed force in Europs:

no-first-use of nuclear weapons pledge. Yet the most they:
can probably be hoped for at present will. be a modest by
meaningful strengthening of the dialogues between NAT
and the Warsaw Pact with respect to their military estab
lishments: communications about capabilities and inte
tions, data exchanges and the like — the stuff anwy
substance of confidence- building ‘measures (CBMs).

If obligatory, and given agreement on adequate ve
ification measures, these might well obviate the perceivet,
need for extensive conventional force modernization pro-
grams. Canada has an expertise in both verification ant.
confidence-building measures, garnered through its prep
rations for the MBFR, CSCE (Conference on Security an{

) Cooperatlon in Europe) and other arms control exercise

of the past decade; and, as in past arms control negotiz
tions, this expertlse would be crucial to the salience of tht
Canadian voice in any discusssions about a CBM-basei;
conventional arms control regime in Europe. The time maj¢

well be ripe for such a regime, given East-West mterest it 571 m3

the newly—estabhshed Stockholm conference on disarma
ment in Europe. The first phase of its discussions will focus
on CBMs, and the Canadian voice should be heard. '




Uses of nuclear ambiguity
To have and have not

Nuclear proliferation
a false threat?

by Ashok Kapur

During the 1980s the emergence of “Nuclear Weapons
ers” in the “secondary conflict zones” of world politics
n South- Asia, the Middle East, Southern Africa and
th America— in unlikely. The strategic environment of
near-nuclear weapon powers on the short list — India,
istan, Israel; Iraq, South Africa, Argentina and Brazil

in the Indian Ocean “arc of crisis”) — will remain
dictable and manageable for decision-makers in those
ntries. They will continue to assess the nuclear factor as
of several (along with coercion, economic and cultural

his m
1Ice. V&P.

litary use of nuclear power will remain potentlal during
e 1980s. Bomb-making, and threatened bomb-making
5| . . -

eeping capablhty in undemonstrated form), will remain

military resource in a “back-to-the-wall” crisis.
The practlce of nuclear ambiguity w1ll continue to

r-nuclear states on the short list noted above. Nuclear
biguity will continue to serve diverse aims of near-nu-
ar states: to accommodate unsettled policy debates be-
enpro-nuclear and anti-nuclear arms advocates (Israel,
ia and Pakistan); to facilitate a promise not to explode a
lear device in return for a transfer of modern conven-
nal armament (Pakistan vis-a-vis USA); to facilitate a
mise not to explode a bomb in return for diplomatic and
ral support (South Africa vis-4-vis USA after threat-
d Kalahari test); generally to induce caution, pause and
thinking among regional and international rivals by
senting the danger of escalation (Israel vis-a-vis Arab
: rld1 India vis-a-vis Pakistan); and to boost domestic
rale.

Future of anti-proliferation
Disinformation by practitioners of anti-proliferation
ohcy and by practitioners of near-proliferation policy will
ontinue in inter-governmental and non-governmental
.communications. The total truth about the motives of the
“Practitioners, the intended consequences of their public
erances, and their secret plans will remain difficult to
liscern. Nuclear proliferation study will probably remain
tas.aworld orderissue. The dominant approach in USA

and Canada will probably continue to be that of “prolifera-
tion control,” expressed as an analytical, technological and
legal issue.

The intimate relationship between strategy and cul-
ture of governments will probably remain neglected. Uni-
versity professors, who are not normally responsible to
anyone, will (with some notable exceptions) continue to
remain incurious about the inner workings of the near-
nuclear states’ decision apparatus. They will generally
avoid the study of Third World nuclear questions in a
competitive bureaucratic context. Western analysis of
Third World proliferation will probably remain intolerant
of ambiguity in strategic matters. Deliberate misinforma-
tion and voluntary misunderstanding (not ignorance) will
remain allies in the anti-proliferation advocacy of the St.
Georges who seek to slay the dragon of irresponsible,
unstable and unreliable Third World states.

Some mid-course corrections will continue to be made
but in fact one distorted framework will be replaced by

‘another distorted framework. For instance, in recent

Washington writings, the notion of the imminence, inev-
itability and instability of nuclear weapons proliferation in
the Third World has been replaced by the notion of immi-
nence, inevitability and possible/probable stability of nu-
clear weapons proliferation. Some writers have attempted
to balance the persistently one-sided and hysterical discus-
sion of the dangers of a proliferating world, and by implica-
tion of the virtues of North America the good and the
responsible anti-proliferator. I too reject the notion of
imminent and inevitable nuclear weapons proliferation. It
is therefore useful to examine the nature of proliferation
among the near-nuclears in the secondary conflict zones.

Nuclear proliferation latent

Imminent or inevitable nuclear weapons proliferation
is in reality latent proliferation. The latter contains a num-
ber of barriers against proliferation, although each thresh-
old can also be viewed as a step towards proliferation in
select and definable circumstances. The barriers/steps are:
first, achieving access and mastery over nuclear science;
second, acquiring the nuclear infrastructure of equipment
and materials to (a) make a single nuclear bomb and/or (b)

Ashok Kapur is an Associate Professor of Political Science
at the University of Waterloo in Ontario. He is the author
of India’s Nuclear Option (1976) and International Nuclear
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‘to assemble a nuclear force of ten plus; third, engaging in.

open advocacy of nuclear weapons: by.the government
concerned; fourth, demonstrating nuclear weapons ca-
pability and the future potential by nuclear testlng, and
fifth, publicly establishing a nuclear force.-

* For a near-nuclear state the movement aldng the stepsf'
is not necessarily phasal or unidirectional. In fact, the near- -

nuclear states on the short list have all crossed the first, but

itis debatable whether all have crossed the second. thresh— '

old. None has crossed the third; although at least one
(Israel) has publicized hints to that effect. Only one near-

- nuclear weapon state has crossed thie fourth step (India),

but it failed to test continually and extensively and its

posture is presently located in the first and second steps.

None of the near nuclear states on the shortlist has crossed
the fifth step.

Mlsmformatlon, mlsunderstandmg and NPT strategy

There is.a view that antl-prohferatlon advocacy and
the use of multilateral diplomacy to shape American (and

Soviet) anti-proliferation posture. _existed in the 1960s not

because a near-nuclear Thxrd ‘World state was.about to

acquire nuclear arms, but because the near-nuclear state

had no immediate intention and no strategic necessﬂ:y todo
so. Government experts knew that there was, and is, no
definitive evidence of movement towards arms in any of our
short list. of near-nuclear states. They knew that nuclear
arms. acqulsmons could be costly to the new nuclear
weapon state, and that the benefits of nuclear ambiguity to
anear nuclear state could be lost. And in any case, if some

of the near-nuclear states acqutred nuclear arms the impact.

on the security of the superpowers would be marginal.
_In fact, the initial anti-proliferation advocacy — as
expressed in the Non-Proliferation Treaty (NPT) — was
intended to shape a superpower consensus that centred on
denial of national nuclear arms to the Federal Republic of
Germany. The rest of the treaty was meant to get some-
thing for nothing, hence its universalist cast. At best in its
initial condition the NPT was intended to “scare the hell
out of the audience” (hence scenarios of unstable, irre-
sponsible nuclear states) and it was against the dcvelop
ment. of potentially powerful states in the secondary zones
of international conflict. The intention was to freeze the

nuclear power development of the secondary powers, and

to institute international controls that would provide valu-
able’ 1ntelhgence about the nuclear planning of select sec-
ondary powers in conflict zones.. (It is noteworthy that all
near-nuclear states on the short list see themselves as up-
wardly mobile in the international system and hence are
potential threats to the international position of the super-
powers and:their allies.)

In fact, the NPT strategy backfired. It scared the West-

ern -audiences.— its.own ‘people — into thinking of pro--

liferation as-imminent, inevitable and de-stabilizing. The

~ consequences of a radicalized international environment

are noteworthy. Consider the policy position and the deci-
sion structure of a near-nuclear state before 1968, and after
the NPT regime was established. Before 1968, generally
speaking, the nuclear option of the near-nuclear (India,
Israel, South Africa and Argentina) was active but hidden.
There was strong elite:and public support for nuclear disar-

mament, and a belief in the possibility and desirability of -

nuclear disarmament and arms reduction. By contrastthe
NPT regime radicalized the external policy and the deci-
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sion-structure” of ‘a nearnuclear staté. Not only did

-of the NPT by the USA and USSR and their cohorts. (T
~Article promised “good faith” disarmament negotiation

short list of near-nuclears increase in size, but the polig
of the hard-core near-nuclears underwent radical chang

Pro- explosmn and pro-nuclear arms lobbies emery
pubhcly n opposmon to-the existing antl—bomb lobt;

house‘ debates was_ irreversible. In-hous_e disarmers we ¢
compromised or neutralized by the cynical use of Articl

Government bureaus thatlobbied for disarmament befo
1968 were converted into lobbies of autonomous nucle
options. In effect they sought disarmament-control
themselves, and disarmament for their enemies. The er
while belief in the possibility and desirability of disarm
ment became a V1ct1rn of the new societal and governmen
orientation.

. TheNPTwasa mlstake because, if the intention was
institute effective international controls against undes:
ble nuhtary development of nuclear. power in the seco
ary zones of international conflict, if the intention was
“achieve intelligence on the cheap under the guise of in
natlonal safeguards, it failed. The anti-proliferators end
up seeing the extension of the practice of nuclear ambigu
and the development of nuclear options in several seco
ary powers _ ‘

Active,’ 1mmment and latent proliferation

A historical _perspective about proliferation helps u
make distinctions among three different types of prolife
tion. Active (vertical) proliferation is relevant in East-W
relations and for the disarmers. Imminent (itnagined) p
liferation is a’ problem in Western thinking. It requires
thinking about the real nature of proliferation decisi
making by secondary powers insecondary zones of ¢
flict. Latent (horizontal). proliferation, however, is a r
and a novel development. It is not essentlally a copy
active prohferatlon because the strategic perceptions
the strategic setting in the world beyond alliances is sut.
stantially different from that of Northern alliance mer[]

bers. In latent proliferation there are several creative usiour ty
of nuclear ambiguity. Active proliferation has been takinnd pc
place since 1945 to the present. Imminent proliferaiton dexplan

not materialize but it has been the basis of antl-prohfew :
tion efforts. Latent proliferation has occurred since t
1940s buit its future evolution is not predictable. As such th1 ¢
question of stability or instability of nuclear arms in th
hard-core nearnuclear cases (Israel, South Africa, Indi
and Argentina) is presently academic and irrelevant. Tabk
1 outlines the three types of prohferatlon }

Future of proliferation

To forecast proliferation in the 1980s, a distinctic;
should be made between near-nuclear states that have
incentive to maintain a nuclear policy of “deep backi;
ground” or “deep latency,” and near-nuclear states who

nuclear policy seeks to utilize nuclear power to correct th fita
regional balance of power. Accordingly, the nuclear prozi—:
gram of South Africa should be placed in the category st
“deep latency.” (Qualifications are in order about Iraq. It 2™
motivation to “go nuclear” may be high but its capability! on 1f
do so0 is questionable after the neutralization of th la
Baghdad facility by Israel.) At present South Africa po 52

sesses the military, economic, political and sub rosa meat




ly did ; Ihanage'its enemies. Thus, maintaining South Africa’s
aiclear program inia position of “deep latency” is adequate
s long term contingencies, e.g., to mobilize Western
ntiveriess'to South African concerns.
i1 To forecast nuclear ‘proliferation in the 1980s three
uestions should be considered. First, where is a near-
iclear state “at™ at present in its nuclear capability? Sec-
nd, where is a near-nuclear state “at” at present in its
&t nuclear policy and posture? Third, what is the overt
lattern of, and process in, the development of a near-
iclear power’s capability and policy in its conduct in the

Uses of nuclear ambiguity

ond was to move away from nuclear testing. Underlying
both movements was a constant reinforcement of the first
and second steps in the proliferation scale.

Pakistan. It may have been able to explode a device as
early as 1973; but moresurely by 1979 (when speculation
was rife about the activities of Dr. Khan and his famous
enrichment project). The appearances were a deep com-
mitment to nuclear power and quick activity to catch up
with India, to build the Islamic bomb, to “beg, borrow or
steal” (in the words of General Zia). However, Pakistan
seems to be experiencing problems with its enrichment

cour types of policy situations — non-crisis, pre-crisis, crisis

post-crisis? Our answers are tentative, but serve as

lanations of past developments and they provide a basis
forecasting the future.

7| India. It has possessed the capability to introduce

such th? clear weaponry into the Indian subcontinent since the

mid-1960s — if by “introduction” is meant (a) producing a

a, Iﬂdh;g clear device or weapon; (b) testing it; and (c) the govern-

nt. Tabl}; t officially advocating a nuclear weapons policy. The

pattern and the process of Indian nuclear policy develop-

fa.rly 1966); and second, then to move away from that
ition; and third, then to decide to test in 1974. A com-

itarization of nuclear policy in response to these crises.
s, Indian nuclear decision-making can be classed as

n ladder, the pattern and process was to revert to a mode
‘latency”; thus, the curtain was re-closed after 1974. In
rt, India’s nuclear behavior demonstrated two basic
vements: the first was towards nuclear testing; the sec-

project as well as with the reprocessing project. The wear
and tear of the centrifuges is high, replacement is costly
(but possible) and plutonium fuel fabrication may be prob-
lematic. So at best Pakistan could explode a bomb, but
could it, at present, mount a viable nuclear force? Probably
not.

The pattern and the process of Pakistani nuclear devel-
opment was twofold. First, to build a real nuclear in-
frastructure after the Multan meeting in January 1972,
when Z.A. Bhutto gave his experts three years to build the
“Islamic bomb.” The development of its nuclear infrastruc-
ture is significant even though the three-year deadline has
long passed. Second, to exploit the image of momentum in
Pakistan’s nuclear policy and capability to acquire conven-
tional US armaments for national security. (This was
Bhutto’s aim before the USSR invaded Afghanistan.) US
disinformation promoted the Pakistan bomb story in order
to persuade India to accept full-scope safeguards in return
for international controls on Pakistan’s nuclear develop-
ment. The bluff failed. :

Israel. According to The New York Times and US
intelligence sources, through the 1960s and 1970s Israel

- either possessed nuclear arms or had the capability to go

nuclear in a short time. Israel appears to have crossed the

9
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'- Uses of nuclear ambzgulty

first and second step of the proliferation ladder during the .
- late 1940s-1960s, although during this period its public pos-
. ture-and ‘nuclear policy appeared to be one. of latency. It

repeatedly said that it would not be the first to introduce
nuclear arms.into the Middle East. There has been a.con-

‘troversy between US and Israeli officials about the mean-

ing of “introduce.” To Israelis this meant that Israel would
not-test or advertise nuclear arms; to Americans it meant
that no production would, occur. Israel seems to have
moved to a bomb-in-the-basement position during the ini-
tial phase of the Middle East crisis in1973. There appeared
to be the prospect of moving towards an open advocacy of
nuclear arms, but when conventional armament did the job
of securing Israel’s existence, it retained its bomb-in-the-
basement position. Here, as in the.case of India, there is a
movement forward and then a'movement backward. The
difference; however, is that Israel acted in a crisis situation
in moving towards-the bomb whereas Indias movement
forward was in post-crisis cirCumstances:

.Value of amblgulty

The finding is that so far there are overwhelming
incentives favoring nuclear ambiguity rather than nuclear
armament. So far it has been ‘unnecessary for the near-
nuclear states to dip into their nuclear insurance because
existing approaches have adequately served national re-
quirements. However, the strategic environment can dete-
riorate and impact on nuclear decision-making. The
following argument about India is illustrative.

Let us begin with the premise that India’s nuclear
development has never really been a reaction to Chinese
nuclear development. Indiatook the first steps towards the
nuclear field before China did. India did not get hysterical
about Chinese nuclear arms. There was no arms racing.

Symmetrical nuclear development is not the norm in Sino- -

Indian relations; rather the central premises and ap-
proaches are quite different.

The first premise is that persistent Indian mistrust of
Soviet and Chinese intentions has for long been the basis of
Indian foreign policy thinking. Early in the 1950s Nehru

encouraged the development of Sino-Soviet differences .

because Sino-Soviet controversy helps Indian security, just

as a joint Sino-Soviet front clearly does not. If Sino-Soviet

reconciliation occurs in the future then the change in the
Asian balance of power would require a change in Indian
nuclear policy. This no Indian government could resist. As
it is, Sino-Soviet talks make the Indian government
nervous.

The second premise is that if Pakistan breaks up be-
cause of the Sind revolt, and American power is shown to
be weak in the Arabian sea and on the ground in the Gulf
region, then the prospect of coexistence between Soviet
and Indian military power — a new contingency — would
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. India knows that the PRCis notin a posmon to detern;
.the power relationships in Pakistan; or in Afghanis
~where it could not even. prevent the Soviet annexatio

'S

“commitment to Israeli national security is a traditional

_ships in South-East Asia— where it enjoys a natural e

require an escalation of Indian puclear power — f;
ambiguity to a viable force

In this line of argument the People ] Repubhc of C
(PRC) is a secondary factor in Indian strategic think

.,.wa

the Wakhan corridor that sits across the strategic Soy
Afghanistan-PRC-Pakistan nexus; or in the Indian Oc
The PRC today cannot even manage the power rela

constituency; or in Africa— where Chou en Lai had n
lutionary aspirations in'the 1960s. Today the PRC
marginal international influence in territories south o
border, whereas the USSR has a wide ring of bases -
Angola, Mozamblque Aden, Socotra and Camran
and naval—,dlplomatlc forces

Ambiguity works for Israel

By companson Israel does not face strategic dilemr:.
that would require.a change in its present stance of nucich ses‘
ambiguity. There are good reasons for this assessmdlatred
First, despite the upheavals in Israeli politics and desl} asiol
the c‘:hanges‘ in tone in US-Israel relations, the Ameri0f]921.

- and Israel and the American Jews have ways to keep Anfeyolut

icans in line. Second, there is a special reason why Is ench
and the Soviet.Union share a parallel concern not tonese f
anything that could nuclearize the Middle East. Shregoyermn
observers point out that Moscow does not seek Arab Ungers
tory and it - does not recognize the notion of a sing] |
united Arab nation. It is the direct Soviet interest to mAndrel
tain a continuous state of instability in the Middle East athg Pol
rather than to seek a resolution of any Middle Eas¥itha
problem by active and prolonged Soviet involvemen

Israeli strategists probably factor this vital element
their calculations of the strategic equation and accept &
positively. Accordingly, Israeli strategists have an incent!®
not to make any move — except in a grave emergenc
that could appear to be a movement towards nuclear art’;
and the Soviet Union has an incentive to accept the Is:
denial of possession of nuclear armament positively
cause the existence of Isracli nuclear armament — as
tinct from capability that many nations possess — co
provide concrete justification for further and direct Soy,
involvement on the Arab side. If the lines of adver
relationships in nuclear relations have already been es
lished between Israel and the USSR — as they have n b
the Gulf- Arabian sea area between India and the USSEg
then the Middle East is not likely to be the central aren
third world nuclear politics during the 1980s. 3
Anti-proliferators should consider the realities of
eign relations before making the next speech.



Slow and limited unfolding

No need to know

KAL disaster and the Soviet press

by Larry Black

In-an address to the Ninth All-Russian Congress of
iets in December, 1921, V.1. Lenin cautioned a cheering
ience that the first lesson which must be learned by
ry Soviet worker and peasant was “to be on the alert

dilem .Remember that we are surrounded by people,
of nud la ses, governments who openly express the utmost
red of us. We are always a hair’s breadth away from
asion.” One can understand Lenin’s position at the end
021. His new state was then at peace, but only after the
ssians had suffered seven years of invasion by Germans,
ep A %golution -civil war, foreign intervention — in which
vhy IgErench, British, Canadian, American, Italian and Jap-
se forces actlvely sought the downfall of the Bolshevik
ernment — and war with the new state of Poland. Less

drei Grechko then minister of defence and member of
Politburo. Grechko prefaced his citation from Lenin
h a comment to the effect that international diplomacy

irclement” on the part of Britain, France and the
ited States, who purposely directed German military

In fact, Grechko’s message expressed a principle of
iet 1deology which has remained sacrosanct since

edatory” and that the United States is the leading impe-

ist power, against which the USSR must always be

) USSRP pared to defend itself. This theme re-appeared in the
4 Soviet media after a lapse between 1941 and 1945 and has
larenaheen present in varying degrees of intensity ever since. Ina
) ezhnev address to the Twenty-fourth Party Congress in
ties of 1971, the General- -Secretary of the CPSU referred to the
mutablhty” of imperialism’s “reactionary and aggres-

Sive nature.” Ten years later, at the Twenty-sixth Party
Cangress, Brezhnev (by then also Chairman of the Pre-
sidium of the Soviet government) spoke once again of the
-dggressive designs of imperialism,” and insisted that the
erican government was planning a nuclear war to jus-

lts aggressive plans. Brezhnev said also that Wash-

ton was manufacturing and spreading falsehoods about

d so-called “Soviet threat.” He summed up his remarks on

;f ‘elgn affairs by calling for the continuation of the policy

| ‘peaceful coexistence,” which he attributed to Lenin,

from the Soviet side. In short, reference to Lenin still
predominated as justification for policy — and admoni-
tions about external dangers still served as a means to keep
Soviet listeners alert.

Enter KAL :

Soviet press reaction to the KAL (Korean Air Lines)
affair illustrates very well the continuity in Soviet views of
the West. Although there was confusion in Soviet reporting
of the matter to its own public, and not a few contradic-
tions, both Pravda and Izvestiia, the two most widely-
distributed organs in the USSR, still relied upon traditional
themes to explain the situation to their readers. In these

‘/ ravdi g ?3 cases, traditional tenets

Goobigenne TACE,~ | forms: the “incident

forms: the “incident”
B noup ¢ 31 asrycra Ha 1 cen-

was merely another in a
TAGpA ¢. I. camMoNeT HeyCTAaHOBIEH-

HOH MPUHALIEHHOCTH CO CTOPOHBI
Tuxoro oxkeana BoIed B BO3OYIN-
HOe  npocTpaHcTBO — COBETCKOro
Coio3a Hag monyoctpoBoM Kamuat-
Ka, 3aTeM BTOPMYHO HApPYIUUI BO3-
oyliroe mpocrpanctso CCCP nap
0. Caxamun. Tlpu 3TOM caMoneT Je-
Tenl Ge3 a3pOHABMTAUMOHHBIX OF-
HeH, HA 3anpochl HE OTBEYad M B
CBfA3b ¢ PagMOOMCHETYEPCKON CITYIK-
Goit He BCTYmanm.

TloguATeIe HABCTPEYY CaMOIETy-
Hapymutemo  uctpebureny 11BO
TbITAMNCH OKA3aTh NOMOIIL B Bbl-
BOje ero Ha Gmxaiinit a3pompoMm.
Oprako caMonmeT-HapyliuTeab Ha
TiogaBaeMbie CHIHANBI ¥ APedympe-
MIEHHA COBETCKUX HcTpebuTeneit
HE pearupoBaj 4 MPONOIDHAN NOJIET
B cTopoHy fINOHCKOrO MODA.

Actual size of first news item.
Pravda (September 2, 1983)

never-ending series of
imperialist provoca-
tions; the plane was a
spy plane trying to lo-
cate and test Soviet de-
fence capabilities on its

.sacred and inviolable

borders; and, above all,

. the capitalist enemies

of the USSR were lying
about the affair to their
own people so as fur-
ther to spread anti-So-
vietism. Although news
of the KAL tragedy of
the night of Wednes-
day/Thursday August
31/September 1 was re-
ported in the Western

press almost imme-
diately, the first
reference to it in Soviet newspapers did not occur until
Friday, September 2. In a very brief, lower mid-page 5
notice, it was reported in Pravda that “an airplane” of
“unestablished identity” violated Soviet airspace twice,
“was flying without aerial navigation lights, failed to re-
spond to inquiries” and — after apparently refusing “as-
sistance” from Soviet fighter escorts — finally flew off
“towards the Sea of Japan.” The same notice appeared the
next day in Izvestiia. Since Pravda is the organ of the

page 5 (of the usual six pages).

- Larry Black is Director of the Institute of Soviet and East

European Studies at Carleton University in Ottawa.
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*Commumst Party of-the Soviet Union, and Izvestiia the
newspaper of the Soviet government, it is appropriate —
and ironic — that the latter paper regulasly carried ver
batim items ‘about the incident one day after they had
appeared i in Pravda ‘ .

Day two
The next day (September 3 for Pravda; September 4,
~for [zvestiia), a much lengthier piece. was printed. The-

“plane was still not idéentified for the Soviet public, but its-". -

flight path was said to be 500 kilometres off-course and the
planeitself was said to have been over Kamchatka for more
than two hours. “Naturally,” Soviet air defence “repeat-

to have continued on its way toward the Sea of Japan. A full

XULLHUK U ErO CTASE Pucywok E. MUNYTKW.
Krokodil, No. 22 (August 1983)

The shark is “Imperialism” — its “school” or “pupils”
are “blackmail,” “lies,” “hatred,” “exploitation,”

“aggression” and “threats.”

edly” tried to establish contact, and fired ‘warning shots of -
tracer shells along its flight path. The plane again was said _

paragraph implied that the aircraft must have been partof a
CIA spy operation, and it was noted that it was probably
(but not definitely) a civilian aircraft. “Obviously,” the
article writer went on to say, the “dirty insinuations” from

-the USA and the “impudent slanderous” statements being -

made by President Reagan were unfounded. But no infor-
mation asto what Reagan actually said was offered. Such
cases of “deliberate violations” by American plans were
not rare, the writer intoned as he concluded with a stagger-
‘ing non sequitur — “in light of these facts” (none had been
‘given), the intrusion by the “aforementioned plane cannot
be regarded as anything but a preplanned act.” Readers
were left somewhat uncertain, however, as to 'whether the
“plan” was a spy mission, or an act of provocation to
exacerbate further the international situation. Almost as
an afterthought, without its previously having been men-
tioned that anything dramatic had happened to the plane, it
was noted that the “leading circles” of the USSR regretted
the loss of human lives in the incident. No numbers were
offered or even a hint that civilians had been killed.

Day three

Carefully selected quotes from the foreign press and
strong anti-American adjectives were featured in the next
day’s reports (Pravda, September 4; Izvestiia, September
5), the main'theses of which were alleged links between the
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“intruder-plane” and the CIA. The State Department
accused .of “feverish” cover-up attempts and the

. House of a “rabid anti-Soviet campalgn " President fosit

gan’s statements were described as “frenzied. hatred bi
malice,” (but not quoted) —and the plane’s deviation

_ its.original -flight path was laid directly at the doo: :1(13
American “schemers.” Somewhere it seemed to haveb 10

. forgotten that the plane was Korean; indeed, Soviet .
“ers were reminded of - this only occasronally during b=
entire reporting on the subject Le,
American, French, Japanese and Australian p aj{

statements  were culled carefully and used to imply e
there was widespread questioning of the American/efend |
anese accounts from among their own allies. The fact
the press from countries other than the USA also
demned Soviet ‘actions was never mentioned — but}

fonce agaln Washmgtons “dlrty insinuations,” its
‘pagandistic “hysteria,” and its ° ‘malicious” attempt to _
the matter before the UN Security Counc1l The el

nuclear war. It was in this short notice, written by a Soflel
correspondent in New York (A. Tolkunov) that there rticle |
appeared what was to be a standard defence from Sot stly

Day four ’ ' b
On Monday, September 5, Pravda 1ntroduced the
itary explanation in the person of Col. Gen. S. Romar,
Chief of the General Staff of the Air Defence Forces
KAL plane ‘was still described as unidentified, withy ,
aerial navigation lights, and unresponsive to the Soyay si;
interceptor. But this time, it “crashed.” Further referen,
were made to violations of international regulations ang
the sophistication of the instruments carried by “all pla
of this type.” But its “type” had not yet been clegjiim,
established insofar as Soviet readers were concerned. R
manov acknowledged, however, that some foreigners Wit ;
“trying to claim” that it was an “ordinary New York-jgg
Seoul trip.” Romanov then detailed the many wayskfdrey
which the Soviet interceptor had tried to attract the attigte
tion of the off-course plane crew, all to no avail. FurthjZZ
more, the Soviet pilot had no way of knowing that “he ¥
dealing with a civilian airplane,” which, in reality, v
“sneaking over our territory at night.” Indeed, the “cig 4yic
tours” of the plane, he said, “greatly resembled the Am

presented an almost eerie mlxture of admissions and ass
tions: ‘the incident was a “deliberate” part of an “a

support of Romanov. President Reagan again was accusnnoc
of “slanderous rhetoric” in one piece that was reprintediragec




West against itself was adhered to throughout. The fact

the plane was agiant Boeing 747 was admitted as well,

1bh no impressions of its “contours” were drawn. The

34 blance between a Boeing 747 and an RC-135 is, in

: %very slight. - Interestingly, Pravda cited critical (of

an’s position) items from major American papers,

Tfrom both CBS and NBC, without caring that the

1age of a dissenting press might evoke questions about

Tole of the press in the USSR. They were right, of

ise, it would not. Assumptions about the West held by
thajority of Soviet citizens had long-since been formul-

implyrfL 1 Ringing nationalistic phrases about preparation to
erican/sfehd “our great country” and familiar clichés like: “To-
lanes are sent over our territory, and tomorrow mis-

may be launched,” typified the tone of the Soviet

yonse in their major papers five days after the event —

ere reminiscent of exhortations from the days of

More of the same appeared on Tuesday in Pravda
ptember 6). A screaming headline, “A Policy of Sabo-
against Peace,” was followed by charges against the
ite: House generally for “a wicked anti-Soviet cam-
an schea ’ggn’,” and against President Reagan specifically for his
pathological hatred of the Soviet Union and its people.”
“incident,” which the situation was called in another
cle (quoting US papers) on the same page, was treated
rictly as a CLA project designed to give Reagan justifica-
( 1ifor accelerating the arms race. “The inspirers of the
ifrent anti-Soviet chaos,” are trying to deprive the USSR
the right to defend its own borders,” said journalist V.
arov, who repeated the assertion that the entire epi-
was “pre-planined” espionage. He also echoed all the
arlier statements about no lights and no response to Soviet
-mpts to make contact with the “intruder-plane.” Now,
owever, it was noted that tracer warning shots had been
red across the KAL flight path.

t was not until September 7 that Pravda and Septem-
that Izvestiia informed their readers that the KAL
I had been shot down, or, as the Soviet government
cment put it, rather euphemistically, an interceptor had
ordered “to stop the flight.” Soviet actions, the state-
nent insisted;, were “fully in keeping with the Law of the
R State Border, which has been published.” This was a
ence to a detailed law on borders which had been
%ted in full in both Pravda and Izvestiia (taking up
rly half of the papers) on November 26, 1982. That law,
| first major legislation under Andropov, proclaimed
hat Soviet borders were inviolable and that any attempts
iviolate it are resolutely stopped.” At that time, readers
e urged to maintain a “spirit of vigilance.” The KAL

e now could be used as proof of the pudding.
The KAL flight was linked once again to a “malicious
t} hostile anti-Soviet campaign” and it was stated une-
gvocally that the plane was on a spy mission, that Soviet
at.s could not have known that it was civilian, and that
sident Reagan had carefully chosen this moment to
nouflage his own intention to sustain the arms race. The
et government expressed “regret over the deaths of
locent people . . .[but] the entire responsibility for this
gedy rests wholly and completely with the leaders of the
ed States of America.” No mention was made of the

Slow and limited unfolding

number of lives which were lost, or of the fact that many of
those who perished were American.

The official announcement was surrounded — nearly
submerged — by long essays.directed almost exclusively at
what the Soviet press described as an orchestrated cam-
paign of lies about the USSR. One article; headlined,
“Cynical Fabrications,” spoke of “pathological” and
“troglodyte” anticommunism — and charged the US
throughout with every conceivable crime. Sandwiched be-
tween this piece and another under the lead, “In the Heat
of Anti-Sovietism,” was the following caricature:

a..Hz 8ce pyxnl.o

In the speaker’s left hand are banners proclaiming:
“Soviet Threat!” “Embargo against the USSR!” and
“Crusade against Communism!” The accompanying -
swastika speaks for itself. The snake-like right hand
has “provocation” written on it. Most Pravda issues
carry at least one international cartoon, directed in
the last two decades nearly entirely against the USA

" or Israel (or both). During the first week of the KAL
crisis, the USA was caricatured repeatedly as a
warmonger and, more often, as a source of all
falsehoods about the USSR.

“New facts”

Between September 7 and Sunday, September 10,
short essays in both major papers continued to associate an
“anti-Soviet campaign” in the West with earlier American
projects to violate Soviet territorial integrity. “All the New
Facts” (Pravda, September 8, page 5), for example, in-
cluded letters from Soviet citizens and selected citations
from the Western press to corroborate such themes (in-
cluding a “Montreal student” who was interviewed for the
Ottawa Cifizen and said that he had travelled on an earlier
flight when all internal and external lights had been turned
off). Accompanying this item was a caricature of President
Reagan which portrayed him as a ruthless hypocrite.

Day nine

The most space allotted to the KAL affair in a single
issue of Pravda came on September 10 (the next day in
Izvestiia) when a press conference conducted the day be-
fore by a bemedalled Marshall Nikolai Ogarkov, chief of

" Soviet General Staff and first deputy minister of defence,

was reported verbatim. Ogarkov outlined the Soviet ver-
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sion of events and then answered questions for reporters.
The press conference had been televised and Ogarkov used
large maps and ‘diagrams to illustrate: his remarks: New
releases containing hisfull statement were 1ssued by Sov1et
embassies around the world:

This, then, was the first full—scale official Sov1et re-.

sponse to Western charges of infamy. Itis worth noting that

the counter-attack came from- the military and not from

Andropov; but the gist of Ogarkov’s message differed little
from earlier official statements: the flight had been on a spy
mission and its “termination” had been proper. In keeping
with previous practices, the daily cartoon portrayed a

“western centre of disinformation expanding the psycho-
logical war againist socialist countries.” The birds flying off

the “assembly line” are quacking “Sov1et threat!”.

. | ﬁgﬂbﬁﬁ%
WA
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All subsequent stories in Pravdae and Izvestiia (and
caricature) have merely confirmed everything printed up to
September 10. The fact that there were 269 people on
board the aircraft was reported in the Soviet Russian na-
tional newspaper, Sovetskaia Rossiia (September 9) and
two days later Pravda went so far as to intimate that Amer-
ican citizens had been among the victims of the “provoca-
tion” which caused Soviet pilots to “terminate” the flight.
But both notices were almost in“passing and were so buried
within a barrage of anti-American invective that a reader

would have to be especially astute to recognize them as.
jarring notes in the by-then patented Soviet version of

events. The widely-quoted suggestions by Soviet delegates
(including Pravda’s own Chief Editor, Victor Grigor’evich
Afanas’ev) to various meetings outside of the USSR to the
effect that the destruction of the plane had beenan error in
judgment have not even been hinted at in the Soviet media.
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Belief-systeiﬁs versus facts — there and here
Does this mean only that the Soviet governme

 afraid of admitting mistakes and of telhng the truth t

public? Perhaps; but such reporting is also a product
belief-system. Accusations which strike Western reade
ludicrous may not seem so far-fetched to Soviet edit
writers ‘and their audience. By way of explanation, le
recall observations published nearly a quarter of a cen
ago by an American social psychologist who visited
Soviet Union in 1960, one month after the U2 incide
The American professor, who spoke Russian flue
took advantage of his stay in Moscow to undertake w
ranging talks with Soviet citizens with whom he struc
conversations in parks, on the street, in restaurants o
the metro. From these discussions, he came to what we
him startling conclusions, that is, that “the Russians’
torted picture of us was curiously similar to our views;
them —amirror image.” Almost all of the images whic
and other Americans had of the Soviet Union in 196(y
that it was aggressive; that the government exploited
deceived people; that the mass of people were not sy
thetic to the regime; that Russians could not be tru
and that their policy “verged on madness” — were al
exactly the impression that the ordinary Soviet citizen
of Americans and their government. Moreover, the vi
Urie Bronfenbrenner of Cornell, found to his amaze
that the great majority of people to whom he spoke de
strated a genuine pride in the accomphshments of
system and were convinced that communism was the

of most distant observers of societies other than their mE :
to assimilate new perceptions to old ones, or readily
believe evidence for- v1ewp01nts already held warrd
recollection.

The U2 incident, in fact, marked the first occasion
which many United States citizens realized that their o
government was capable of systematically lying to them.

ment of the KAL affair will not have the same co
sequence. With few exceptions, the conditioned a
isolated Soviet reader will assume the version it reads to
accurate, and will pay little attention to rumors or forei
broadcasting to the contrary. He or she will accept cari

have as much validity for the Soviet media and public as [
did over sixty years ago.




Western hemisphere won’t go away
Our interests “substantial”

Canada and the OAS

by Maurice Dupras

n May 1968, one month after becoming Prime Minis-
‘Canada, Pierre Elliott Trudeau announced that a
w of Canadian foreign policy would be undertaken,
at Latin America and the Caribbean would figure
minently in the review process. He said then:

e have to take greater account of the ties which
ind us to other nations in this hemisphere — in
e Caribbean and in Latin America — and of
eir economic needs. We have to explore new
wvenues of increasing our political and economic
elations with Latin America where more than
our hundred million people will live by the turn of
he century and where we have substantial
terests.

Over the past fifteen years the “substantial interests”
rime Minister referred to have grown considerably.
y, Canadian businesses, churches, embassies, govern-
agencies, human rights groups, travel bureaus, uni-
ies and individuals are'involved in Latin America and
aribbean as never before. Indeed, Canadian involve-
in the lands and islands south of the United States is
diverse and more intense than in any other part of the
World.

nvolvement, whether in the form of a trip south to
¢ a business deal or to lessen the impact of the Cana-
inter by a week’s holiday in the sun, usually prompts
kind of awareness that life outside of Canada is far
fferent from the relatively carefree existence we take for
nted while home. For whatever motives one embarkson
rney, travelling can be, as writer Lawrence Durrell has
rved, “one of the most rewarding forms of
spection.”
Involvement makes awareness possible. Introspection
ds concern. When, between June 1981 and November
the Sub-committee on Canada’s Relations with Latin
rica and the Caribbean conducted its parliamentary

date, it was surprised at the extent of Canadian,

vement in the area and heartened by the degree of
areness and concern its inquiries revealed. During my
een years in the House of Commons and membership
any committees I had never seen equal breadth and
einsxty of interest in matters of international relations.

omic interdependence
Given that Latin America and the Caribbean, over the
1ast two decades, have emerged as an increasingly attrac-
! e arketforCanad1an exports and investments, perhaps

the Sub-committee could have anticipated better the heart-
ening of public response to its investigations, ‘especially
from such a pragmatic group as the Canadian business
community. That is not so surprising when one looks at our
trade and financial mmvolvement in the region.

Approximately three-quarters of all of Canada’s direct
commercial investment in developing countries, as well as
more than half of Canadian trade with the Third World, is
focussed on Latin America and the Caribbean. Indeed,
Canadian investment in the region is greater than that in
any other part of the world except the United States. This
involvement is reckoned to provide employment for about
150,000 Canadians, many in manufacturing and new high-
technology fields such as telecommunications, energy ex-
ploration and mechanized agriculture. The five major Ca-
nadian banks alone have $22.3 billion in assets in Latin
American and the Caribbean, a figure which is approx-
imately twelve-times that of assets in Africa and the Middle
East and almost twice that of assets in the entire Asia-
Pacific region. Two countries (Mexico and Venezuela) now
supply Canada with about half of its total petroleum im-
ports, a dependency which (after the events of 1973) neces-
sitates a close, harmonious and mutually respectful
relationship. All these ties, and countless others, will only
develop and be reinforced between now and the end of the
century. Canada thus has, and will continue to have, a
considerable vested interest in the economic and social
development of Latin America and the Caribbean as well
as the region’s political stability.

Joining OAS — debate reopens

In view of the myriad and profound connections that
now exist between Canada and Latin America and the
Caribbean, debate has arisen once again over the issue of
Canadian membership of the Organization of American
States (OAS). More specifically, questions are being asked
about whether or not Canada should advance beyond its
present status of Permanent Observer (a status it shares
with nations of such limited hemispheric importance as
Egypt and the Republic of Korea) and apply for full mem-
bership in the oldest international regional organization in
the world. The matter is currently before the Cabinet

Maurice Dupras is Liberal Member of Parliament for
Labelle and was Chairman of the Sub-committee on Latin

- America and the Caribbean of the Commons Comumittee
on External Affairs and National Defence.




Where accordmg to- the Secretary of State. for External
Affalrs Allan MacEachen: «

¢ ‘Weighing the advantages and dlsadvantages :

- however carefully, does not. produce an automatic
- result. Within the cabinet we are. examining the
membership question with an open mind, but a
- decision to join the OAS would have to be based
on a firm conclusion . that it would have decisive
advantages for. our pohtlcal relations with Latin
American states and for the promotion of Cana-
dian interests in the region.

While the prudence of the Mlmster in that June 1983
speech given the limited attraction of joining the QAS in
the past, is in many ways well-founded, nonetheless there

are reasons to believe that the potential benefits of full

Canadian mernbershlp now far outweigh the drawbacks.
The OAS was founded in Washmgton in'1890 as the

International Union of American States. Ongmally, much

of the inspiration behind the orgamzatlon came from the
~vision of hemispheric unity promoted by the soldier and

statesman Simon Bolivar (1783-1830), leader of the revolu-

tions which resulted-in the 1independence ‘from Spain of

-what are today the republics of Venezuela, Colombia, Pan-
ama, Ecuader, Peru and Bolivia. The present charter defin-

ing the structure, functions and operations of the OAS was
adopted in 1948 and amended in 1967. There are currently
twenty-eight Member States and eighteen Permanent Ob-
server States; Canada has held the latter status since 1972

0AS fallures '

Itis mdlsputable that, especrally after its restructuring
in 1948 at a time when the Cold War and East-West con-
frontation dominated world politics, the OAS faltered in its
attempts to promote hemispheric stability based on the
principles of non-intervention and mutual respect. Two

incidents which reflected. this situation were the isolation -

by the OAS of the reformist government of Jacobo Arbenz
in Guatemala in 1954 and OAS participation in the Amer-
ican occupation of the Dominican Republic in 1965, when
‘the United States took military action to suppress what ‘was
mistakenly believed to be another Castro-style revolution
in the Caribbean..

‘These incidents reveal only too well (as does the impo-
tence of the institution during the 1982 crisis in the South
Atlantic) past events in which the OAS has not functioned
efficiently enough in the interests of hemispheric stability.
Under such circumstances, it has been argued, Canada is

best advised to steer clear of full OAS membershlp '

However; to focus only on past instances of failure is to
distort the histarical record of the OAS and to give the

organization an overly negative image as a forum for effec-

tive hemispheric dialogue. Charges of redundancy and
irrelevance fail to take account of posmve OAS initiatives
such as the organization’ central role in halting and resolv-
ing conflict between El Salvador and Honduras (the so-
called Soccer War) in 1969. More importantly, such an

emphasis overlooks a significant evolution on the part of

Latin American and Caribbean nations, toward the promo-

tion within OAS of political perspectives which dxrectly '

challenge prevailing Amerlcan v1ewpomts

Resisting the US

Following the gverthrow of the Batlsta reglme in195 9,
the United States exerted tremendous pressure on Latm
America and Canbbean nations to sever relations with
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Cuba. The administration of President Kennedy wen
far as to propose a collective OAS resolution to expel G
from membershlp of the organization. It was perhaps
darkest hour in the history of the OAS. Most governm
succumbed to fierce American lobbying. There v
however, one important exception: Mexico, which
firm to its own analysis of the Cuban situation and w
refused to be part of an OAS action it judged leg

e unfounded and politically myopic.

* Since Mexico’s principled decision to resist manip
t10n of the OAS over Cuba there has been a gradual
significant shift in the balance of power within the organi;
tion. Over the years emerging regional powers suchjy]

" Brazil, Colombia and Venezuela have sought impro

relations with Cuba. By the late 1970s Latin Member St
conducted their OAS affairs with greater autonomy, ast
ness, maturity and solidarity. In 1979, for exarnple pa
as an indignant response to covert intervention in C
between 1970 and 1973, many Latin American natio
once again led by Mexico, successfully blocked : attempt
form an OAS force to stop the ouster of the Nicarag
dictator, Anastasio Somoza, by popular revolution
forces.. The move by Latin Member States within the QP9
to counter such initiatives clearly illustrates that they h
learned ‘an important political lesson from their invo
ment in the Dominican Republic Affair of the mid-196
- More recently, Latin American signatories of the

Treaty have been lobbied with a view to supporting an O
motion that would involve sending a security force to pa
the border between Honduras.and Nicaragua. This m
has again met with a signal lack of Latin American coo
ation. Attempts have also been made to isolate Nicara
within the OAS by claiming that the Sandinistas made

“contract” with the organization in June 1979 to hold eleb
tions and develop a pluralistic society. This strategy
been firmly rejected by a majority of OAS diplomats wi;
point out that the organization has no authority to intf
vene in the internal affairs of Nicaragua.

Latin American independence

These. events -indicate a growmg sense of indep :
dence among Latin American nations, in what they say am-
do, in what they will support and what they wish no part o,
Such behavior is an important measure of Latin Amerlca}
demands to be taken seriously in international affairs, to b’
shown a respect that has often been denied them in ti
past. Thus, whenever a proposal comes up for drscuss10na
the OAS Wthh is not in the best interests of Latin Ameri
or which takes little account of the Latin American v1e\f
point, vigorous opposition can now be anticipated. '

The great fear, of course, is that Canada, upon becon
ing a full member of the OAS, would be drawn into th
thick of Latin-US tensions and would be forced to choos
sides, thus inevitably incurring the wrath of one party ¢
the other and irreparably damaging subsequent bilater:
relations. Once again, there are fundamental ﬂaws in thi
line of reasoning.

If the government of the United States wished simpli
to have an unfailing proxy in the OAS, it is unlikely that!
would have advocated — as it has done for twenty-fiv
years — full Canadian membership in the organizatior
While there have been disappointing instances in the pas
quartercentury of Canadian foreign policy being almos}
indistinguishable from that of the United States, so to




dependent stands been taken on highly contentious
! The matter of relations with Cuba is one such
ple. -
ke Mexico, Canada has insisted on taking an auton-
15 stand and has flatly refused to haveits dealings with
a?la madeé accountable to Washington. The benefits for
da of maintaining relations with Cuba has been sig-
?ht; as well as granting Canadians enormous good will
! of the Rio Grande, Cuba is now Canada’s fourth
g st Latin American trading partner, after Brazil, Mex-

d Venezuela. If the open and cordial relationship
nada enjoys with the United States has been able to
thstand such a profound irritant as trade and diplomacy
Cuba, then relations between Ottawa and Washington
nber Stage ynlikely to be seriously affected as a result of differing
's of view over issues raised within the context of the

ada’s support not automatic
By the same token, it would be somewhat naive of
and Caribbean Member States to expect that if Can-
ssumed full OAS memberhsip they then could count
n the 0{pon unwavering Canadian support for their positions in
rganization. Canada is a moderate, middle power, and
n as such (and not as an all-purpose problem solver)
atin and Caribbean nations. In an age of political
mism, Canada is still held in high regard for its fair-
S objectivity and even-handedness. Today, the capacity
e to pat sustain the centre of the political spectrum is one which
, provokes the cynical ire of the demagogue, whether
he right or the left. But the politics of moderation,
ng a commitment to compromise, flexibility and re-
cefulness, are precisely what the OAS could stand to
fit from, especially after the rift within the organiza-
which occurred during the South Atlantic crisis. Bridg-
hat rift will almost certainly necessitate a sweeping
rm of the OAS, a reform in which an advocate of the
itics of moderation can play a crucial part. Canada may
r'again be presented with such a unique opportunity to
me a vital role in the reshaping of the way in which
ispheric affairs are discussed and organized.
However imperfect the operation of the OAS has been
the past— and one does well to remember that global or
nal institutions like the United Nations, NATO, the
aw Pact, the European Economic Community or the
ganization of African Unity seldom conduct their group
Airs without internal divisions or dissent — the point is
there are urgent hemispheric issues that currently
ggnand the organization’s attention, issues on which Can-
ada could, and should, voice its opinion. The resolution of
(gh complex and sensitive matters as conflict in Central
erica, sovereignty over the South Atlantic islands, re-
ed relations between Cuba and other nations in the
: ericas are ones on which Canada can have a substantial
impact. Full membership of the OAS would provide ample’
scope for a determined Canadian initiative founded on our

‘.:5
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reputation for balanced and impartial analysis and on our
ability to acknowledge, comprehend, and take into consid-
eration the other party’s point of view. Our long standing
commitment to creative diplomacy and meaningful inter-
national communication is badly needed in the OAS today.
Canada has matured and developed considerably over the
past fifteen years in the formulation of enlightened policy
options for Latin America and the Caribbean, as is evi-
denced by the findings and recommendations of the Parlia-
mentary Sub-committee looking into Canada’s relations
with its hemispheric neighbors in 1981 and 1982. It certainly
cannot be argued, as it has been in the past, that Canada
has nothing to offer the OAS, or that little will be gained by
joining the organization. '

Chance to help human rights :

One simple technical advantage of full Canadian
membership of the OAS is that by becoming a Member
State Canada could take part in the important work of the
Inter-American Commission on Human Rights (IACHR),
something that its current status of Permanent Observer
does not permit. Canada is already internationally re-
spected for its endeavors in the area of human rights.
Leading activists for human rights in Latin America,
among them Adolfo Pérez Esquivel and Jacobo Timerman,
have already praised Canada’s firm and encouraging stand
on the matter. Canadian involvement in the activities of the
TIACHR would give the Commission added vitality, would
increase its visibility, and would improve its overall
effectiveness.

By taking on full member status in the OAS, all Can-
ada risks is becoming more involved in issues that should
(and do) already concern us as privileged citizens of a free
and democratic society. Full Canadian membership would
almost certainly mean participating in a much-needed pro-
cess of OAS reform, possibly along the lines suggested by
the recently convened Inter-American Dialogue, and fos-
tering reconciliation between, in some cases, bitterly di-
vided ranks. Such a decision would serve to demonstrate to
the world community, as did our chairmanship of the Can-
cun Conference, the sincerity of Canadian commitment to
North-South dialogue. The OAS is an important interna-
tional forum which could operate considerably more effi-
ciently than it does at present if Canada’s moderating influ-
ence were brought to bear on the issues which concern,
equally, all nations of the hemisphere.

Canada has before it both an easy option (maintaining
its status as Permanent Observer in the OAS) and a difficult
challenge (seeking full membership in the organization).
Our sense of integrity surely dictates that making do with
an easy option is no longer good enough. It is our respon-
sibility to rise to the challenge and promote the cause of
peace, stability and mutual respect throughout the hemi-
sphere by participating in the OAS as a full-fledged Mem-
ber State. O




~ THRONE SPEECH

( The followzng is the forelgn ajfalrs portzons of the Throne Speech delzvered in the Canadian
Parliament on December 7, 1983 presented as an edztorzal service of Internatzonal Perspectzves )

‘Canada’s role in seekmg world peace

Thirty-five million people have been killed in wars since 1945 and the p0551b111ty of major
conflictis-adanger nonation canignore. In the four decades since the Second World War, Canada and
its allies have sought to preserve peace through substantial contributions to- Westemn collective
defence and sustained efforts to resolve differences with our adversaries. Yet the current mterna-
tional situation is cause for considerable concern, even angulsh

_ The Govemment in _close consultation with our allies, intends to devote its full resources to
exploration of every p0551b1e means to restore confidence and trust to the international scene. It will

-continue to advance proposals to slow the steady splral of the arms race, halt the spread of nuclear \
weapons and create the conditions for greater security at lower lévels of armament. . -

: ~Canada will continue to make a responsible contribution to collective defence, in fulfillment of
its obligations to:the North Atlantic Treaty Organization and the North American Air Defence
Command. The Government will maintain its commitment‘to 3 percent real growth annually in
-defence expenditure, thus ensuring that our forces are equipped with modern conventional weapons.
Canadian forces will not be armed with nuclear weapons. Announcernents will be made regarding

. conventional weapons procurement programs.

Renewed attention, too, will be given to the contribution Canada canmake to peace and stability
through peacekeeping operations under the control of the Umted Nations, parncularly wherte local

. crises risk escalation into wider conflict. o
" Improving the climate among nations requires knowledge, creativity and a determination to find
solutions. Reflecting Canada’s concern about current international tensions, thé Government will
create a publicly funded centre to gather, collate and digest the enormous volurme of inform ation how
available on defence and arms control issues. Fresh ideas and new proposals regardless of source,

- will be studied and promoted.

Canadians want more than ever to bécome personally involved in the quest for peace. The

~ Government will increase its funding for voluntary associations and private research groups inter-

~ested in security, arms control and disarmament issues. Resources for research and development of

verification procedures, the basis of successful arms control agreernents, will be expanded
substantially.

, Economic progress is a crucial contributor to peace and stability. Recogmzmg the urgent needs of
-developing countries, the Government will maintain its commitment to overseas development aid.
Canada will achieve aid goals of 0.5 percent of the Gross National Product by 1985, and 0.7 percent of

*the GNP by the end of this decade. Increased involvement of voluntary organizations and the
cooperative movement will be sought-in the delivery of this aid. Particular attention will continue to
be given to the growing world food crisis, through existing programs, and the new International
Centre for Ocean Development.
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Intemational Canada, October and November 1983

“International Canada” is a paid supplement to International Perspectives sponsored by External
Affairs Canada. Each supplement covers two months and provides a comprehensive summary of
Canadian government statements and of political discussion on Canada’s position in international
affairs. It also records Canadian adherence to international agreements and participation ininterrational
programs. The text is prepared by International Perspectives.

Bilateral Relations

USA

Seaway Tolls to Remain Same for 1984

On November 2 Transport Minister Lloyd Axworthy
and United States Secretary of Transportation, Elizabeth
Hanford Dole, announced that there would be no increase
in the joint Seaway Tariff of Tolls for the 1984 season. In
making the announcement Mr. Axworthy said that many
Seaway users had suffered adversely in the last year and
thus it was important to retain the existing tariff for the
coming year.

He indicated that western Canadian grain producers,
whose grain provides 52 percent of Seaway tonnage,
would be the “major beneficiaries” of the freeze. “The
Govermment of Canada received many representations
from farm groups opposing increases at this time and this
measure will help producers during this period of economic
difficulty,” the Minister added (Minister of Transport press
release, November 2).

Garrison Diversion Debated

On October 17, Environment Minister Charles Caccia
told Terry Sargeant (NDP, Selkirk-Interlake) that “in con-
junction with our Secretary of State for External Affairs, we
made representations on the Garrisan proposal both on
Phase One and Phase Two. We registered Canadian con-
cerns very strongly and very firmly once again. . . .Yester-
day [October 16] we obtained agreement to a meeting to
be held in Washington between Canadian and American
officials in November. They will work out a number of
irritants related to Phase One.”

On November 2, the House debated Mr. Sargeant's
Private Member’s Motion of February 9, 1981 which stated:

That, in the opinion of this House, the Government
should consider the advisability of taking those
measures necessary to ensure that there is no
damage caused to the Manitoba environment by
the completion of the Garrison Diversion Unit in
the State of North Dakota and, that such measures
to be considered could include:

1. The convening of a joint meeting between
provincial, state and federal authorities affected by
-the Garrison project;

2. The offer of legal and technical assistance to
those citizens groups in Canada now attempting
to halt the progress of the Garrison Diversion; and
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3. The bringing to trial in the World Court, the ° ef
government of the United States, should Canada : or
be unsuccessful in its efforts to receive satisfac- e
tory assurances regarding the future safety of her 50
environment. ‘ ste
Dan McKenzie (PC, Winnipeg-Assiniboine) wast s per
first speaker. He began by saying that it was too late fora .£0
of the three measures suggested in Mr. Sargeant’s motic ‘a
as “The United States has made it perfectly clear that i o
going to complete the Garrison Diversion and to get: Fat
surances that it would not continue without furt: ; sid
consultation. ;4;‘;['1
He said that if the United States proceeded witht :f';gr(
Garrison “a multimillion dollar Canadian industry [fishir teq
will be destroyed simply by changing the direction in wh ‘Ade
the river water flows.” The International Joint Commiss ITh
had already warned that the introduction of foreign spect 4st;
offish into Lake Winnipeg would result in a major reducti giy
inthe more highly valued species. In addition, the project as
completed, would violate the 1909 Boundary Wate m:
Treaty: “— waters herein defined as boundary waters & 19
waters flowing across the boundary shall not be polluted: thi
either side to the injury or health or property on the othe us
Bill Blaikie (NDP, Winnipeg-Bird's Hill), after informr di
the House of “allegations which emanate from the US & lu
involve bogus scientific information as distributed by t or
Department of the Interior” (also referred to by Ter az
Sargeant during Question Period on October 17), mo tgh
an amendment to the motion, an addition which becar as
item Number Four. It read as follows: , : ‘ fic
The Canadian Government do everything in its "

power to investigate charges that falsified informa- -

tion has been used in preparing U.S. environmen- |
tal assessments relating to wetlands and wildlife :
habitats in North Dakota and that, further, the Gov- :
ernment do everything in its power to ensure that
no falsified information has been used which might
result in adverse environmental effects to Mani-
toba’s waterways. »
Suzanne Beauchamp-Niquet, Parliamentary Sect
tary to the Secretary of State for External Affairs, assure
the Manitoba MPs that the Government was very aware!
the risk of damage to the ecosystem of Manitoba by t?
present plans for the Garrison Diversion project. Cor
sequently, she said, it had taken steps “to ensure that thi

; i
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States does not renege on the assurances it has
already given us that it will not undertake any work in
connection with the Garrision project that might have a
damaging effect on waters flowing into Canada.” The

'United States assurances, she said, were also based on

the recommendations of the 1977 report by the Interna-
tionallJoint Commission, particularly its main recommen-
dation that construction of those parts of the Garrison

“which might affect waters flowing into Canada be “put on

hold.}

rs. Beauchamp-Niquet brought the House up-to-

* date bn the Canadian representations with regard to the

Lonefree dam:

.. on October 3 of this year, the Canadian Gov-
rnment, in a memorandum to the Department of
tate, specifically deplored the fact that the con-
act for construction of the Lonetree dam, the
ain work of the Garrison project’s water distribu-
on network, was awarded on August 24, 1983,
efore consultations scheduled by the Interna-
- fional Joint Commission were finalized and agree-
ent was reached by both Governments. This
~fovernment was particularly critical of the U.S.
- $tep because it was taken after a meeting of repre-
*$entatives of both Governments in Ottawa on July
PO of this year to discuss technical aspects of
:{Canadian concerns about some of the project
“Wvorks, on the basis of plans and technical specifi-
: pations that had been submitted to the Canadian
ide. Atthe meeting, a substantial amount of use-
‘ful information was exchanged and resulted in a
“fruitful discussion that seemed to prepare the
Jdground to¢ a high level consultative meeting
dequally productive that both governments inten-
“ided to have in September . . . .

{The Canadian Government did inform the United
{States that it appreciated the general assurances
given on various occasions by the Administration,
as well as the qualification tied to the last esti-
mates approved to this date by Congress for the
1984 fiscal year that no monies earmarked under
the current commitments of Congress shall be
used for the completion of sections of the Garrison
diversion project in North Dakota that could pol-
lute, introduce foreign biotainto or unduly increase
or decrease the volume of water flowing into Can-
ada. [The Government] must make sure that the
general guarantees given by the United States at
the ministerial level will translate into technical
assurances and guarantees included in the speci-
fications for the Garrison project.

Mrs. Beauchamp-Niquet added that the Government
cooperating with officials from the US State Depart-
t and Department of the Interior in order to monitor,
aNfy and recolve specific issues of a technical nature
dby the Canadian representatives. However, despite
ry useful exchange of information during the bilateral
ting of experts held in Ottawa on July 20, Canada had
etreceived any answers to some of its major concerns
utthe impact of the project on the flow of water into the
son's Bay basin. Consequently, she said, the Govern-
thad decided “to officially submit to the State Depart-
tafinallist of technical issues of concern for Canadain
nection with the Garrison project,” including technical
. rations to the works provided under Phase One.
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Acid Rain Keeps Falling . . .

On October 19 and 20 Opposition Member Ed Broad-
bent (NDP, Oshawa) and John Fraser (PC, Vancouver
South), raised the issue of acid rain “which is destroying
our buildings, killing our lakes and doing untold harm to our
citizens.” Environment Minister Charles Caccia told both of
them that “we have already moved toward the reduction of
acid rain emissions by 25 percent . . . .We are anxious to
move with the Americans because we know that the ulti-
mate objective of twenty kilograms per hectare per year
can only be achieved together . . . .We are anxiously wait-
ing for them to be ready with a plan so that we can start
negotiations, get a treaty going and reach our objectives
together.”

Ontario and Quebec were both participating in that
effort and the Minister reminded the House that Ontario
had set “objectives of 43 percent for Ontario Hydro and had
reduced standards of emissions for INCO.” Any final solu-
tion would depend, however, on the United States. “That,”
the Minister stated, “is corroborated by a statement made
yesterday [October 19] by the Deputy Assistant Secretary
of State, James Medas, who said that Canada cannot
begin solving its own acid rain problems without a joint
policy with the USA.”

On November 4, Mr. Fraser asked External Affairs
Minister Allan MacEachen if he had been able to give
Secretary of State George Schultz or EPA Administrator
William Ruckelshaus any commitment as to when Canada
would proceed to a 50 percent reduction of sulphur emis-
sions. Mr. MacEachen told him that “in order to achieve the
proper reductions of sulphur emissions, it requires coordi-
nated action between the US and Canada” and that while
the federal Government and the provinces had reached
agreement on a target, the US at the time of the meetingin
Halifax had not yet been in a position “to indicate what
would be their proposals . . . .Therefore, a point plan or a
joint agreement could not be reached.”

On November 18 Environment Minister Cacciatold Mr.
Fraser that he had raised the issue of acid rain with Mr.
Ruckelshaus in Indianapolis on the previous day. “l have
asked him where, and when, he thinks he would be able to
put forward a proposal which would be acceptable to his
administration. It seems to me that at this paint . . .the
issue of acidrain between Canada andthe US is becoming
aleadership issue which the President of the United States
must resolve himself in order to come to a decision. The
administration is divided on this matter.”

Mr. Caccia was not asked, nor did he make any refer-
ence to a Southam News report from Washington on
November 15 (The Citizen, November 15) which said that
the National Clear Air Coalition, a collection of United
States environmental groups, had charged on November
14, that the EPA was planning to relax an important regula-
tion governing sulphur dioxide emissions. The group, ac-
cording to the report, had said that the effect of the “change
governing new-generation power plans would be to in-
crease by as much as 50 percent allowable emissions by
some plants.”

Bruce Jutzi, First Secretary in the Canadian Em-
bassy’s environment section and spokesman for the Em-
bassy, said that the Government was aware of the
proposed rule change and that it would likely present a
diplomatic note to the State Department “within three or
four days’ requesting an official explanation. “We view this
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as a matter of considerable concern because of the ap-
pearance of additional allowable emissions,” Mr. Jutzi was
quoted as saying.

Canada and USA to Work Together in Ocean
Drilling Program

Energy, Mines and Resources Minister Jean Chrétien
announced on October 24 that Canada would work with
the United States in a scientific program of ocean drilling to
probe deep beneath the sea floor. The announcement
followed the signing of a memorandum of understanding
between the two countries, confirming Canadian participa-
tion in the planning of the US National Science Founda-
tion's Ocean Drilling Program (ODP).

“Canada stands to gain a great deal of valuable geo-
scientific information by participating in ODP,” Mr. Chrétien
said, “especially when you consider the length of our
coasii.ies, our extensive continental shelves, and our in-
creasing interests offshore.” He termed the agreement “a
very sound investment,” with Canada contributing
$250,000 to the planning phase of the program over the
next year. The US National Science Foundation would
spend $28.8 million during the same period, most of which
would go into the refitting of the vessel that would carry out
the drilling program.

The Minister noted that the United Kingdom was par-
ticipating in the planning of ODP and that Japan, West
Germany and France were expected to join as well. It was
anticipated that the drilling phase would start in the fall of
1984 and that the drillship would be working in the La-
brador Sea during 1985. The knowledge gained there
would contribute to an understanding of the geology of the
Labrador Sea and aid Canada in the search for hydrocar-
bons off its east coast.

Plans would be developed for research off Canada’s
west coast in subsequent years to provide Canada with
more detailed knowledge of seabed mineral deposits such
as those which had recently been found off Vancouver
Island (EMR press release, October 24).

Canadian bank encounters extraterritoriality

John Crosbie (PC, St. John's West) told the House on
November 17 that the Bank of Nova Scotia was being fined
$25,000 per day by United States courts for failure to
divulge bank records from the Grand Cayman Islands. At
the same time, an injunction from a Grand Cayman court
forbade the bank to give that information to the American
authorities because of their (Grand Cayman Islands) se-
crecy laws. In the light of that situation, Mr. Crosbie wanted
to know whether the Government had decided to intervene
before the United States courts in aid of the bank. As
newspaper reports had stated that External Affairs Minis-
ter Allan MacEachen had discussed the matter with US
Secretary of State George Schultz, Mr. Crosbie asked what
Mr. Schultz’s response had been. Further, he asked what
action the Minister had planned for following up “this un-
tenable position in which the bank has been placed?”

Mr. MacEachen replied that he had discussed the
bark's position with Mr. Schultz. “We did have a continuing
consultation on what Canada considers an unjustified ex-
traterritorial application of American law. In this case the
Bank of Nova Scotia and other banks are put in an almost
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impossible position in being asked to comply with Ar=xternal /
ican law which contravenes the local law.” He continnpted that
“The American authorities have sought information ing of gee
way which we think is unnecessary as well as unjustij e 1
We believe that a good deal of that information couliment in w
obtained legally through the application, for examp!eHous st
[sic] the taxation treaties.” were seni
With regard to the Canadian government’s intentiter to hav
to intervene in support of the Bank of Nova Scotip “b
American courts, Mr. MacEachen said that the matter\whe
under consideration by the Department of Justice. e"@ C
Mr. Crosbie asked if, in view of the $25,000 daily M
being paid by the bank, the Minister could not considerter to Lol
matter to be urgent. He wanted to know whether lations; or
Schultz had been sympathetic and whether he had ibeen {na
cated that he was going to take some action. Mr. Crossenting t

further asked whether the Government had given conlined {he
eration to the suggestion of the President of the BanC a:
Nova Scotia “that we should hold the line on activitieseffort§ th
foreign banks operating in this country until the matte dr
cleared up.” flg

n

Mr. MacEachen replied that, in his opinion, Mr. SchL"eQ
had shown both sympathy and understanding. As forfand
$25,000, the Minister’s information was that the collect gro!
of the fine had been postponed for a month. He express Co
the hope thatit would not become necessary for Canad:
apply actions to American banks which, in the Canad; line
view were “unjustified when applied to Canadian bank.

me
CENTRAL AMERICA syst

jar
|

Canadian Offer to Monitor Peace Arrangements %
External Relations Minister Jean-Luc Pepin, int | A[TI
course of a press interview givenin New York on Octobe!
is quoted in various newspapers as saying that Cana tz
could become “very useful” to any peacekeeping ope: Or
tion in Central America. “That's the price you pay forbe! .« gnz
involved,” he suggested “you can't expect to be justint o Ha
cheering section.” The following day, External Affairs ¢ Claude
ics Sinclair Stevens (PC, York-Peel) and Pauline Je¥ S
(NDP, New Westminster-Coquitlam), and Donald Mur .
(PC, Esquimalt-Saanich) (a former Canadian ambassat
in Central America) asked for the extent of any comn
ment given by the Government. Mr. Munro called ont .~
External Affairs Minister or one of his two Ministers of S data) 2
to make a statement to the House; Mr. Stevens want
assurances that the Commons would be able to give ¢
“approval or disappoval before any Canadians are askedL
engage in what the Minister has been suggesting,” &
Miss Jewett said that any monitoring should be undertakf
“only after all foreign military forces and military bas
have been removed from the bases in Honduras.” Interm
tional Trade Minister Gerald Regan told Miss Jewett tha
cannot give her those assurances and indeed, | would
want to do so.” To Mr. Munro he said that the Governmen!,
“in support of the [Contadora] group of nations in the ax
that have been working toward peace. We do not se'
Canada as essentially playing a role in any peace corps;
Central America, but we are prepared to consider i,
requested.”

Mr. Regan said that he would have to consult




.

h Anéxtemil Affairs Minister MacEachen on the matter but he
ntinnoted that “we are not seeking to play a role in any monitor-
ion ing of geace in the area.”
ustfi -~ The following day Mr. Munro made a Member State-
souliment in which he continued to press his demand that the
npleHouse] should be consulted before any Canadian troops
were sent abroad. He called on the External Affairs Minis-
tentiter to have the issue debated fully and approved or disap-
\COtigp “before any decision is taken to commit Canadians,
Ltter\whethgr military or civilians, to any such operation.”
Lo

L October 12, Bob Ogle (NDP, Saskatoon East) in a
laily M r Statement called upon the External Affairs Minis-
siderter to konsider seriously the wide range of recommend-
ther tions! on Canadian policy in Central America which had
1ad ibeen gnade by a high level ecumenical delegation repre-
Crossenting the major Canadian churches. Father Ogle out-
constined the main points made by the delegation: “. . . that
Bani a support particularly the Contadora group and the
vitieseffortg that it is making to bring about peace in that area.
dly, they asked for a clear and public statement to be
to the United States and Honduran Governments

ding Canada’s opposition to the military manoeuvres
; forfand b the construction of new military bases, on the
sllect @ s that they undermine the spirit and the letter of the
press Contadora group.” He concluded by asking Mr. Mac-

n to immediately release the eighteen million dollar
credit which had been pledged to Nicaragua.

n the other hand, David Kilgour (PC, Edmonton-:
cona), speaking on October 17, urged the Govern-
f not to approve the requested aid package to Nic-
| a “unless and until the Sandanistas cease their
E atic aticcks on Jewish synagogues.”

s bel On Oct(_)ber 20, the Chairman of Petro-Canada Inter-

. natignal Assistance Corporation (PCIAC), Peter Towe, and
. the Haitian Minister of Mines and Energy Resources,
. Clayde Mompoint, signed an agreement which set out the

- Mnder the terms of the agreement, PCIAC will provide
13tance to the Government of Haiti by reevaluating off-
e hydrocarbon prospects using existing geophysical
alay and by acquiring new data. The Canadian seismic
sel Bernier will be used for the latter phase and Cana-
- ked dia contractors and consultants have been engaged for
L 4 ag - tonal components of the contract.

4The $3.675 miillion is in the form of a grant which is
parfof Canada™ overall official development assistance to
tern the Republic ot Haiti (PCIAC press release, October 20).
~{Later in the month a commerical delegation from Haiti
G by the Secretary of State for External Trade, Jean
nent Michel Ligondg, visited Canada in order to promote joint
eat ‘-aMadian-Haitian private sector cooperation to comple-

ot s Mt the public sector efforts to develop the Haitian
orps.  Cpomy,

or i, 24 The group met with representatives of External Af-
; . CIDA, the Export Development Corporation and
it wi NESs representatives. The Haitian mission also re-
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newed its government’s invitaiion for a Canadian commer-
cial and industrial delegation to visit Haiti in order to
increase both joint ventures and exports between the two
countries. That mission is planned for early 1984 (External
Affairs press release, October 31).

JAMAICA

Canada-Jamaica Agreement on Social Security

During the official visit of the Minister of Social Se-
curity for Jamaica, Neville Lewis, he and Health and
Welfare Minister Monique Bégin announced that the re-
ciprocal Agreement on Social Security, signed on January
10, 1983 was to come into force on January 1, 1984.

The Agreement coordinates the operation of the Can-
ada Pension Plan and the Old Age Security Act with the
Jamaican social security programs which provide old age,
survivor and disability benefits. Both countries impose
minimum conditions of residence and/or contributions be-
fore individuals can qualify for social security benefits.
Persons who reside or who have resided in Canada and in
Jamaica will be able to combine credits earned in both
countries in order to satisfy the minimum eligibility require-
ments of one or both countries.

The Agreement provides a means of calculating the
amount of benefits to be paid by each country and also
enables interested provinces to negotiate understandings
with Jamaica in order to coordinate their social security
programs with the equivalent Jamaican ones.

This is the fifth such social security agreement to
come into force. Others have been signed with Italy,
France, Portugal and Greece. Under the Canada-Jamaica
agreement, approximately 2200 Canadian residents may
become eligible for benefits (Health and Welfare press
release, October 17).

JAPAN

Japanese Investment Sought

Canadian Press reported from Tokyo on October 26
that Canadian auto parts manufacturers were hoping to
garner business from Japanese automakers while im-
pressing them with the viability of the industry in Canada.
The President of the Automotive Parts Manufacturers As-
sociation of Canada, Patrick Lavelle, said that the Jap-
anese must be made aware of the high quality of Canadian
industry before they would abandon their "America-first”
attitude.

On November 1, United States and Japanese officials
agreed to extend for one year the three-year voluntary curb
on auto shipments, raising the number of autos shipped to
the United States by 170,000 units. The agreement was
viewed positively by Canada according to Canadian Press
reports from Tokyo. The settlement with the United States
would help to strengthen Canada’s bargaining position
when bilateral negotiations on establishing the level of
Japanese exports began again.

The previous day, International Trade Minister Gerald
Regan had met with his provincial counterparts. The Minis-

[y
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ters agreed that while closer trading links with the United
States, including the pursuit of free trade in some sectors,
should be explored, they should also work together to
expand export opportunities in the Pacific Rim, especially
in such markets as China and Japan (Canadian Press,
November 1).

Industry Minister Ed Lumley said on November 10 that
Canada would be prepared to extend millions of doliars in
loans and grants to Japanese automakers in return for their
commitments to establish manufacturing facilities in Can-
ada. Assistance was as available to Japanese automakers
as to existing companies in Canada, the Minister said. He
added that it would be good business sense for the Jap-
anese to build their cars in Canada as a springboard to the
North American market (United Press Canada, November
11). :

LEEANON

Outrage at the Bombings in Lebanon

On Sunday, October 23, a series of car-bombings of
buildings which housed American and French contingents
of the Multi-National Force in Beirut claimed the lives of
approximately two hundred soldiers. Prime Minister Tru-
deay, in a statementto the press, expressed the shock and
horror of the Canadian people “at these wanton acts which
have caused so much death and injury to those whose only
purpose is to work for peace.”

After extending sympathies to the United States,
France and Lebanon, Mr. Trudeau reiterated the need to
find solutions through dialogue and conciliation and
pledged Canada's continued support for “the efforts of all
those striving through peaceful means for a genuine and
lasting national reconciliation.”

The next day, in the House, Donald Munro (PC, Es-
quimalt-Saanich) condemned the attack, calling it“shame-
less, senseless, and subhuman.” He suggested the House
send condolences to the families of the victims.

MALI

Canada-Mali Consultations

The fourth session of the Bilateral Consultations be-
tween Canada and Mali took place in Ottawa from October
1810 20. The Canadian delegation was headed by External
Relations Minister Jean-Luc Pepin. His Malian counterpart
was the Minister of Foreign Affairs and International Coop-
eration Alioune Blondin Beye.

A CIDA press release (October 20) stated that current
development programs were reviewed and agreement was
reached on the orientation of future cooperation, principally
in the fields of antidesertification efforts (ground cover
stabilization), improvement of food equilibrium and energy
development. The two Ministers signed a “General Agree-
ment on Development Cooperation.” This Agreement
provides a “comprehensive framework for future as-
sistance from Canada for development activities in Mali
and covers all phases of economic, technical and related
assistance.” It also reaches agreement on areas common
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to all development projects such as taxation, import du‘,rh ﬁ‘
and remittances. These need no longer te negotiated ogds
each future project. g

The next session of the Bilateral Consultations wa;

. : Whel
take place in Bamako in 1985. ico Aft:

oy

MEXICO E‘éﬁg!

Canada-Mexico Joint Ministerial Meeting quirer

External Affairs Minister Allan MacEachen led theld
Canadian delegation to the Fifth Meeting of the Canac PresS {¢
Mexico Joint Ministerial Committee which was held X
Ottawa November 1-2. Minister of Mines, Energy andf both I
sources Jean Chrétien, Minister of Agriculture Euge IMPaf
Whelan and Minister for International Trade Gerald Reg ment ¢
were on the delegation. The Mexican delegation was lg; '
by the Secretary for Foreign Relations, Bernar Was
Sepulveda Amor and included the Mexican counterparts MIN
the participating Canadian Ministers. C

In the Joint Communiqué issued by External Affa
on November 3, the Ministers stated that they hade
viewed the state of bilateral trade and the international:
market; had noted the long history of bilateral cooperatt
and trade in the agnfood sector and had renewed t
arrangement for the supply and purchase of agricuit:
commodities; had discussed the extradition arrangemer.
between Canada and Mexico and had agreed that existr
arrangments were out of date and procedures leading t
new treaty should be implemented as soon as possibt
had discussed the current international economic and:
nancial situation and the North-South dialogue. '

America. Canada gave assurances of its support of t ticuld
efforts of the Contadora countries of which Mexico is or¢
The Ministers strongly urged that “the commitments v th

ama meeting in September be reinforced by more  that
reaching cooperation within the spirit of Contadora.” The emn
also urged outside governments “to refrain from actior explgri
which obstruct the essential process of cooperation, re¢ an
onciliation and peace in Central America.” :

The Communiqué also stated that the Ministers hz tradg.
discussd the recent developments in the Caribbean ar
deplored and condemned the events which had culr Pros
nated in the death of Prime Minister Maurice Bishop¢
Grenada. “Equally they expressed their serious concer
about the invasion of Grenada by foreign troops. The inv
sion of Grenada has reinforced concerns that such conflc
aggravates regional and global tensions.” :

In conclusion, the Ministers condemned the useff such
force in international relations. They agreed that the net raeqg
meeting would take place in Mexico in 1985. j

Internationa! Trade Minister Regan announced that th
Export Development Corporation had signed a $ US Z
million line of credit agreement with Nafinsa, Mexico’s n2
tional development bank, and a $US 10 million line of cred:
agreement with Banco Nacional de Comercio Exterior, tht
principal Mexican government entity responsible for the
promotion, organization and development of foreign trade,




f:gfé‘éfThe ﬁk s of credit were to support the sale of Canadian

goods pnd services to Mexico.

: November 18, Mr. Regan and Agriculture Minister

NS Wayamelah jointly announced the signing of the Canada-Mex-
ico ngement for the Supply and Purchase of Agri-
cultural Commodities. The Arrangement provides an

umbrella to facilitate the sale by Canada of specified agri-

cumglproducts while assisting Mexico in obtaining es-

fi

sentia{ food products.

* quent discussions, focusing on Mexico’s food re-
quirements and Canada’s ability to supply them, would be
. led theld gnder the Arrangement {(Government of Canada
Cana; Press Jelease, November 18).

s held ring the Ministerial Meeting it was recognized by
and f both gides that “Canada could and should play a more
Euge important role in supplying high qualit_y oil and gas equip-
d Reg Ment g0 Pemex [Mexico's national oil company] and in
nas le rring Canadian technology to Mexico.” As aresult, it
srnar Was ahnounced on November 30 that International Trade
rparts Minister Regan would lead a delegation of twenty-four

Can
" Aﬁa{ ico early in December (External Affairs press release,
had ¢ Novefnber 30).

aglian manufacturers of oil and gas equipment to Mex-

lional:
perafc

jlemer

,?Xisﬁf ttictions on Relations with Taiwan
cl)r;gs}ig Atthe November 29 meeting of the Standing Commit-
tee oh Externdi Affairs and National Defence, committee

bers Ursula Appoloni (Lib., York South-Weston), Otto
ingk (PC, Halton), and lan Watson (Lib., Chateauguay)
raged the Government to relax its restrictions, par-
. ly on trade, on relations with Taiwan.
is ont terational Trade Minister Gerald Regan said that
nts I therg was considerable trade taking place with Taiwan and
€ P2 that e would be happy to see that amount grow. He said
re f that fhe Government felt that, while it could not have gov-
" The em
actior expl
n, l’eﬂ an dffice operated by the Canadian Chamber of Com-
: merge in Taiwan to help facilitate further growth in that
rs he trade.”
an ar
culm
hop ¢
DNCer
einv
onflic

t of t ticuld

Spect at all in the fairly near future of Canada being able
§!l Candu reactors to Taiwan?” Mr. Regan replied that
 §aw rather “incredible difficulties” due to the fact that
AN had not signed the non-proliferation pact, that there
S7a requirement for the international inspection organi-
atiygn to be able to inspect regularly and thirdly, “there
§ be an agreement between governments providing
sucq undertaki.gs [inspections].” Since Canada did not
cagnize Taiwan and would not as long as the Taiwanese
. gorted to be China, it seemed to Mr. Regan that “there
eting  are problems that defy solution in achieving the sale of a
qt the nUCkear reactor to Taiwan.”
JS X € then added that, in the light of steadily expanding
's na with China, it would be a “short-sighted policy for any
cred ‘-afadian government to endanger the incredible long-
or, the Potential of that market and of the good relations we
r the  "VE enjoyed with China to achieve the benefit of the sale
rade, of 3 nuclear reactor in Taiwan.”

1se ¢
5 nex
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TURKEY

CANDU Sale

Atomic Energy of Canada announced on November 3
that it had been among the three companies selected to
enter contract negotiations with the Government of Turkey
for the sale of a 600-megawatt CANDU Nuclear Electrical
Generating Station to that country. Although the letter of
intent had yet to be translated into a contract, AECL was
confident, according to Stan Hatcher, vice-president of
proposals, that Turkey was “firmly committed” to the pro-
ject and that the contract would be signed within a year.

An AECL press release said that the Canadian project
would involve a consortium of suppliers from several coun-
tries, including Korea which purchased a CANDU reactor
in the early 1970s, with AECL playing a leading role. The
Export Development Corporation had promised to finance
up to 85 percent of the costs for Canadian suppliers.

The CANDU would be built in the well-developed Ak-
kuyu area of southern Turkey. Construction would take six
to seven years and would generate as much as 500 million
dollars for Canada’s nuclear industry (The Citizen, Novem-
ber 5).

USSR

Soviets Appoint New Ambassador to Canada

The Diplomats column by Patrick Best in The Citizen
of November 2, reported that Ottawa had just agreed to the
appointment of Alexei Rodinov, former Soviet Ambassador
to Turkey, as the new Soviet Ambassador to Canada. He
would succeed Alexander Yakovlev who had returned to
Moscow in July after ten years in Ottawa.

Mr. Bestinterviewed Alexander Novikov who has been
Chargé d’Affaires at the Embassy since Ambassador
Yakovlev's departure. Mr. Novikov was in charge during the
Korean airliner incident and had to contend with formal
protests, the ban on Aerofolt flights, and anti-Soviet
demonstrations outside his Embassy. He told Mr. Best that
he felt Canadian-Soviet relations were “damaged” as a
result of the Korean airliner episode but it was as yet
difficult to measure the full impact.

Mr. Novikov sought to explain his refusal to accept the
text of the unanimous resolution of the House of Commons
which deplored the Soviet attack on the Korean plane: “It
should be recognized that it is general practice in the world
of diplomacy for an ambassador to refuse to accept notes
that he knows will not be compiied with by the home
government . . . .This is quite normal practice, and Cana-
dian MPs should take it into account.”

KAL Aftermath; Aeroflot Ban Lifted

As reported in several newspapers, on Saturday, Oc-
tober 1, Prime Minister Trudeau repeated, before a
Montreal audience of Quebec Liberals, his statement
made earlier in Sault Ste. Marie that the shooting down of
the Korean airliner was an accident. On October 4, the
leader of the Opposition, Brian Mulroney, asked Mr. Tru-
deau who spoke for the Government on this issue, Exter-
nal Affairs Minister Allan MacEachen who had called the
tragedy “an unjustified act of murder,” or Mr. Trudeau who
had called it an accident? Mr. Trudeau said in his reply that

7
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“the statements made by the Secretary of State for Exter-
nal Affairs and other Ministers who have commented on
this subject still remain the view of the Government. Acci-
dent,” he explained, “means something that happens

. .Itis an accident that the Korean pilot put that plane
over Soviet territory. . . . .| do not think it was done by
design. Therefore, an accident did happen.”

Mr. Trudeau then reviewed the steps which Canada
had taken to express its outrage, including the boycott of
Soviet flights which Canada was continuing while most
European nations had already interrupted theirs. The time
had come, the Prime Minister suggested, to stop the
shouting and begin a dialogue, for, he warned, “the world is
teetering on the brink of disaster and atomic war.”

Mr. Mulroney asked why, if the people in the Kremlin
had not willfully shot down the airliner as Mr. Trudeau
implied, the Prime Minister did not at least secure from
them (the Kremlin) the acceptance of the Canadian note
and the demand for compensation. Mr. Trudeau answered
that r< could not talk to the Kremlin if they would not listen
and they would neither talk nor listen “if | just continue
shouting at them and treating them as murderers.”

On November 4, in answer to a question from Con-
servative External Affairs critic, Sinclair Stevens (York-
Peel), External Affairs Minister Allan MacEachen an-
nounced that it was not the intention of the Government to
extend the suspension of Aeroflot flights beyond the sixty-
day period which would end on November 6. Mr. Mac-
Eachen defended the lifting of the ban saying it had been
the toughest action taken by any nation and to maintain it
might only harm other Canadian interests.

The Canadian Press reported that Mr. MacEachen
had added, outside the House, that the Canadian Govern-
ment would continue to press the Soviet Union to pay
compensation to the families of the Canadian victims of
KAL flight 007. He promised that the compensation claim
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would be “in the forefront of our federal government’s in;
est and determination” would not flag. ¢
Mr. Stevens, in the same report was quoted as say
he was “surprised and disappointed” at the lifting of{
suspension. “The least you would expect is that they wc
come back to [Parliament] with some explanation &'
why they're not extending it. If they could even indicat
they've had some encouragement, some indication f;
the Soviets that if you will lift the ban we will sit down
negotiate or nge you some satisfaction that we're work
to a settlement,” he said. :
The first Soviet airliner, other than those senttores;
the stranded Moscow circus, to land in Canada since e:
September, arrived in Montreal on November 7. i

WEST GERMANY | AUS

f

i
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Consulate-General Opened in Munich
On November 7, International Trade Minister Ger NeyV_
Regan officially opened the Canadian Consulate- Gene
in Munich. The office, which will concentrate heavily{ of st
trade, will be responsible for the states of Bavaria z
Baden-Wurttemberg, the centre of Germany's electror ber
aerospace, automotive and mechanical engineeringi
dustries. The region is of particular interest to Canada &
market for finished products and high technology salesi of
well as an opportunity for joint ventures, technology tra;
fers, and other forms of industrial cooperation. i
The Federal Republic of Germany is Canada’s fou
ranking trading partner, representing as it did in 1982!
market for over $1.2 billion in Canadian products. Itis a
Canada’s third leading source of foreign capital and m
major investments in Canada’s mining, chemical, hea Rim c
equipment and energy sectors (External Affairs presst
lease, November 4).
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| AUSTRALIA/NEW ZEALAND

T : Development Mission to Australia and
'New]Zealand

r Ger

-Gene - fnternational Trade Minister Gerald Regan led agroup
ravily( of seyenteen Canadian businessmen on a trade develop-
aria g mission to Australia and New Zealand frorm Novem-

ectror ber 8;to 19. The mission was to “seek out opportunities for
2ringi sed Canadian sales into these markets and to en-
adaa the perception by Australians and New Zealanders
salesi of C3nada as a secure and reliable supplier of sophisti-
Jy trar, and high quality manufactured goods.”

. . I Before leaving Mr. Regan stated “While the USA is
5 fol’ and ill continue to be our most important trading partner,
1_982\% Canda nees to broaden and diversify its trading range.
tisa& Canhdian businessmen need to seek market oppor-
and K yynitfes further afield and it is in this light that the Pacific
» hez Rimkountries of Australia and New Zealand have come to
resst be viewed with increasing importance” (External Affairs
press release, November 8).

i1ln Canberra, Mr. Regan met with the Deputy Prime
Mintster and Minister for Trade, Mr. Lionel Bowen. The
Ministers reaffirmed the strong desire of both their coun-
to expand their trade relationship and to develop their
potential in the areas of high technology and defence
equipment manufacturing. Emphasis was placed on the
- neetd for stronger links between the private sectors in the
- twokountries. As a result of these discussions both Minis-
ters asked that officials look into the question of the sta-
bility and security of the preferential tariff arrangements
exist under the Canada-Australia Trade Agreement
which provide an incentive for both countries to in-

se bilateral trade.

] The delegation also visited Sydney and Brisbane
re they were optimistic about the possibility of joint
ures for the production of oil and gas equipment, in-

/ rial coopc.ation concerning the Submarine Replace-

t Program and the procurement of armored personnel

Sport equipment. Mr. Regan, accompanied by Horst

mid, Minister of International Trade for Alberta, opened

: ada’s exhibit at Petroleum Technology Austral '83,
tralia’s largest oil and gas exposition. He also officially
ned the Canadian Consulate in Perth, Canada's fourth
€ post in Australia.

Mﬂ In New Zealand Mr. Regan met with Prime Minister
b 'doon and other senior Cabinet Ministers. These meet-
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= | Multilateral Relations

ings were preliminary to the opening of trade consultations
by officials from both countries.

In a press release issued on his return Mr. Regan
stated that in terms of its two-fold purpose “the trade
‘mission was very successful.”

COMMONWEALTH

CMTAP to be Extended in Uganda

On November 28, External Affairs Minister Allan Mac-
Eachen and Defence Minister Jean-Jacques Blais an-
nounced that Canada had agreed to continue its
participation, at current levels, in the Commonwealth Mili-
tary Training Assistance Programme (CMTAP) until the
end of March 1984.

CMTAP was established in 1982 when President
Milton Obote requested Commonwealth assistance in re-
training the Ugandan army. Canada’s assistance consists
of a three-man Canadian Forces medical team which has
been in Jinja training Ugandan army medical staff and
providing medical care forthe Commonwealth team as well
as $300,000 to help defray costs of the program (Govern-
ment of Canada press release, November 28).

EUROPEAN SPACE AGENCY

Special Status with ESA Extended

Early in 1984 Science Minister Don Johnston will sign
an agreement which will reinforce Canada’s special status
with the European Space Agency, a non-military venture in
space research. The five-year commitment extends the
previous agreement of 1979 under which Canada has rep-
resentation on most Agency boards but is not a full partner.
Full partners such as France, Britain, West Germany and
ltaly pay a proportion of the GNP to the Agency and give ita
permanent commitment. Canada will pay an “entry fee” of
two million dollars per year. Jocelyn Ghent, Canada's
space counsellor to the Agency, told a seminar sponsored
by the Science Council of Canada on November 3 that the
entry fee gave Canada a say in the Agency's technological
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development, remote sensing and telecommunications
policies.

Ms. Ghent pointed out a number of advantages for
Canada: “Since 1979, the Canadian space industry has
won almost forty million dollars in contracts to supply
equipment for the agency. Having its foot in the door has
also helped Canada establish credibility as a hi-tech coun-
try.” In addition, Canada will be privy to lucrative contracts
for the development and manufacture of space hardware.

Discussions on permanent membership will begin in
1986 (The Citizen, November 4 and press releases).

MIDDLE EAST

Exterral Affairs Minister Visits Middle East

In late October, External Affairs Minister Allan Mac-
Eachen made a ten-day trip to the Middle East beginning
on C...ober 19 with Damascus, which no Canadian Minis-
ter had ever visited. Mr. MacEachen’s tour attracted little
press or parliamentary attention at the time as it was over-
shadowed by the Grenada invasion and the launching of
the Prime Minister’s peace initiative. (See related stories.)

After talks with Lebanese President Amin Gemayel,
opposition Druse leader Walid Jamblatt and Syrian Presi-
dent Hafez al-Assad, Mr. MacEachen told Egyptian report-
ers in Cairo that “peace does not seem to be an early
prospect.” He predicted that the reconciliation talks which
were due to begin the following week in Geneva would be
difficult as Lebanese reconciliation was linked “to outside
factors, such as agreement between the Lebanese gov-
ernment and Syria, which is demanding the repudiation of
last spring’s Lebanese-lIsraeli troop withdrawal
agreement.”

Mr. MacEachen also told an Egyptian reporter that
peace depended on the withdrawal of Israeli forces from
Lebanon (The Citizen, October 22).

Mr. MacEachen’s statements in Syria became an is-
sue in the House of Commons when Conservative defence
critic Harvie Andre (Calgary Centre) quoted Mr. Mac-
Eachen as having said, during a press interview in
Damascus that “Syria, like Canada, wants Lebanon to be
sovereign and independent.” Mr. Andre then asked, “Is it
the view of the Government that that is why Syria, along
with 5,000 Soviet troops, is occupying the Beka’a Valley in
eastern Lebanon? Is it the view of the Government that
Syria is playing a useful role and that the Syrians are there
in eastern Lebanon because they want Lebanon to be
sovereign and independent?” (Hansard, October 26).

International Trade Minister Gerald Regan replied that
the statements of the Secretary of State of External Affairs
“when accurately read” were “consistent with the policy
which the Canadian Goverment has taken.”

Mr. Andre then stated that Mr. MacEachen had been
quoted as saying that Canada had “authorized the estab-
lishment of official contacts with the PLO and that the PLO
had a role to play in the peace negotiations.” He wanted to
know when Canada had recognized the PLO and which
faction it had recognized. Prime Minister Trudeau an-
swered that “we have not recognized the PLO.”

According to Duart Farquharson of Southam News,
who accompanied the External Affairs Minister on his Mid-
East trip, while the Minister “broke no new policy ground
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.he laid down Canadian positions without equwocanot be as

(The Citizen, November 1). from Leb:

Mr. MacEachen’s forthrightness infuriated the Isrx ?
Mr. Farquharson said. The Israelis were unhappy Ministér ¢
reports from Syria to the effect that Canada did not be.that “obir
Syria to be an obstacle to peace in the Middle Eastunles$ S
MacEachen defended himself during a Jerusalem p:Lebanpn
conference: “| made no comment one way or anoth:We haye
Damascus as to whether Syria was an obstacle to pea:PLO. y

In Jerusalem, the Minister reiterated the Cana:0' @ ‘Zt
policy that “Israel shouldn't have invaded Lebanon oPed!
should withdraw unilaterally now . . . .Israeli settlemen 1" .efi
the West Bank should be stopped and negotiati ®"Y W"
launched for a Palestinian homeland, which might inci,
a Palestinian state on the West Bank and Gaza.” |

!

Atthe end of his trip, according to Mr. Farquharson! NA-E
MacEachen said that the biggest surprise had been:
visit with the Syrian President and his top officials. T Salmpn
Minister “spoke of the enthusiasm of the Syrian recept; AG
the tough efficiency of the regime, and the confidencez annognc
ambition of Assad to take over the Arab leadership.” | ventign f

When he returned to the House, Mr. MacEachent, 1€ 9468
to face questioning from Members of his own party.{ ranﬁ;! i
November 14, Jim Peterson (Lib., Willowdale) asked
Minister to assure the House and concerned Canadi tion \
that “recent events demonstrate that higher level conta
by Canada with the PLO are out of the question; secc
that the simultaneous withdrawal from Lebanon of allt

"’S’&

eign forces, including PLO and Syrian, and not just Isra jhe
is a precondition for peace in Lebanon, and third, tha © U
countries in the Middle East recognize Israel’s right to ex are, te
as a sovereign and independent nation”. % g':' id riv
After reminding Members that the definitive stateme ifhat
on Middle East policy had been made before the Sen: ¢
Committee on February 17, Mr. MacEachen said that C ec

requirements.” He added that “with the struggle which, h
currently going on within the PLO . . .the time is not qU  sultatic
propitious to give implementation to that particular pol tior}, e
question.” ?, Atignti

Eglinton-Lawrence) had made known his discontent w met ¢
the statements attributed to the External Affairs Minis:
during his Middle East visit. In a Member's Statement¢
November 3, he said that he was opposed to “Canad:
giving any appearance of shoring up the sagging fortunt
of these terrorists [PLO]. Instead, perhaps our Gover
ment should review its policy on the PLO and, based ont
recent contacts with Syria, should on humanitari
grounds call on Syria to stop immediately the slaughterl
perpetrating in Tripoli.”

On November 17, Mr. MacEachen met with membe oob
of the Canada-Israel Committee. The Toronto press tor 4
particular interest in the meeting and the Globe entitied Stdte

lead “Liberals Move to Calm Jewish Community Fear 0%
Middle East Policy.” Atthe same time, Jim Peterson put¢.
a press release claiming that: it was inappropriate for C&,
ada to have high-level contacts with the PLO; Isra¢;
neighbors must recognize its right to exist; Israel shov;




focanct be 2 special case when it comes to withdrawal of troops

from Lebanon. '
dsra November 21, in the House, the External Aﬁa_urs
PPy Ministér clarified his remarks on the role of Syria saying
it be that “obir view . . .is that all foreign forces should withdraw

Zastunlesd specifically requested by the Government of
'm p:Lebanpn . . . .We have made it clear about Israeli forces.
10the We have make it equally clear about Syrian forces and the

) pea PLO.” Syria, he continued, could be either a “positive force
structive force” in the peace negotiations. Canada

1ana.Or @ 1ac
:;,? “hoped the Syrians would choose the latter role. The Minis-
'me ‘ter added that, overall, his visit had improved relations not
;tiatriﬁonty ith Israel but with all countries in the region.

tincl,

n Conservation Convention Ratified
Govemment of Canada press release of October 13
¥inced that Canada had ratified the International Con-
ign for the Conservation of Salmonin the North Atlan-
; ean.
arty.{ m}[he Convention, which entered into force upon

ification, was the culmination of several years of negotia-
. tion with the other North Atlantic salmon-producing and
X n-fishing countries: the United States, the European
unity, Iceland, Norway, Denmark (for the Faeroes
s) and Sweden.
.Ihe Conventionis important to Canadian fishinginter-
s many salmon which originate in Canadian rivers

ted in order to feed and mature before returning to
if rivers of origin in order to spawn. In 1982 it was
ihated that 45 percent of the 1077 tonnes of salmon

ht off West Greenland were Canadian in origin. Be-
e of this, international cooperation is required to mini-

as its prime objective “to contribute, through con-
tion and cooperation, to the conservation,, restora-
¢ tior}, enhancement and rational management of North
{ Atidntic salmon stocks. Controlling salmon interceptions
> (Lt willbe one of the Organization’s prime functions ” (Govern-
t of Canada press release, October 13).

Canadais a member of NASCO'’s Council as well as of
of its three commissions.

TO

erit. NAJO to Cut Nuclear Arsenal
! Fourteen defence ministers from the sixteen-country
O military alliance met at Montebello, Quebec, from
ober 26 to 28. The Citizen reported on October 27 that
egt g High Level group, under the chairmanship of United
- Sttes Assistant Defence Secretary, Richard Perle,
ahted the meeting “to be considered a response to world-

Ca € peace marches opposing the nuclear arms build-up
rae‘{; fjooth U.S.-led NATO and the Soviet Union.”
ol At a press conference at the conclusion of the talks,
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NATO Secretary General Joseph Luns stated that the
NATO nuclear arsenal in Europe would be reduced by 1400
warheads during the next five to six years and, in addition,
existing warheads would be reduced by one for each of the
572 new Pershing and Cruise missiles deployed in the
area. The weapons to be dismantled would include nuclear
artillery shells, air-delivered warheads and short-range
missiles.

Mr. Luns, speaking for the group, reaffirmed their de-
termination to deploy the new intermediate-range missiles,
starting in December. The Ministers, in a joint statement,
called on the Soviet Union to “follow the example setby the
[NATO] alliance, to halt and reverse its buildup of nuclear
forces.” (See MULTILATERAL RELATIONS — UNITED
NATIONS.)

UNITED NATIONS

International Disarmament Day Observed

October 22 was proclaimed an International Day of
Disarmament, kicking off the United Nations Disarmament
Week from October 24 to 31. A press release by the Octo-
ber 22nd Committee stated that the groups involved advo-
cated that Canada return to its traditional role as a
peacemaker by promoting balanced, multilateral
disarmament.

Demonstrators in Canada numbered about 40,000,
far short of the anticipated turnout. In Toronto 20,000 peo-
ple protested the Cruise testing and demonstrated for
peace; 10,000 people in Montreal joined hands to link the
American and Soviet consulates; 5,000 people gathered
on Parliament Hill in Ottawa.

In Edmonton, Defence Minister Jean-Jacques Blais
suggested, according to The Citizen, that peace groups
were playing into the hands of the Soviet Union at a time
when the Geneva disarmament negotiations were at a
crucial stage. The Minister said, “The consequence of
course is the potential weakening of [the North Atlantic
Treaty Organization] because we recognize that if we are to
be effective at the bargaining table there has to be resolve
amongst the NATO allies.”

In Sasktoon, NDP Leader Ed Broadbent told his au-
dience of 3,000 that Canada could refuse to test the Cruise
without violating any NATO agreement and he urged Ca-
nadians to pressure the Government to stop the tests (The
Citizen, October 24).

The demonstrations in Europe turned out more than
one and a half million protesters, nearly half a million of
them on Sunday in Brussels, Madrid and Paris. The cam-
paigners said the huge turnout indicated widespread op-
position to the deployment of 572 Pershing 2 and Cruise
missiles in Europe (Canadian Press reports, October 24).

Atthe same time, the Canadian Council for Peace and
Freedom held a conference which was attended by about
thirty-five people. The Council, as reported by The Citizen,
“believes the international peace movement has fright-
ened the public over the true defence purposes of nuclear
arsenals.”

Arthur Mathewson, chief of defence policy planning at
National Defence, said that particle beams, lasers and
energy-targeted weapons had great potential to replace
nuclear weapons. The fact that both sides recognize that

1
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nuclear weapons could not be used limited their useful-
ness as weapons though not as deterrents. Mr. Mathewson
stated that the peace movement had created benefits by
forcing defence issues on to the political agenda but, at the
same time, more attention should be focused on both sides
in the arms race. “What is needed is communication be-
tween the actors,” he said (The Citizen, October 24).

Policy

IMMIGRATION

Entrepreneurs Welcome Immigration Cutback

On October 24 Immigration Minister John Roberts
announced new measures to promote the admission of
entrepreneurs as immigrants, effective January 1, 1984.

The major change in policy will lift the requirement
under previous guidelines that entrepreneurs participate in
the day-to-day management of their business in Canada.
The new program places greater emphasis on the back-
ground, expertise and entrepreneurial spirit of the busi-

~ ness immigrant.

Mr. Roberts, in his press statement, said that the new
measures also included a higher processing priority for
entrepreneurial applicants and a two-year provisional ad-
mission for well-qualified applicants who have not fully
developed their business ventures. Specially trained en-
trepreneurial development officers who would have the
task of recruiting, counselling and selecting business im-
migrants would be posted in key source countries.

While still needing sufficient capital to start a busi-
ness, entrepreneurs would need assets other than finan-
cial: “The active personal involvement of these immigrants
in businesses that directly create jobs for Canadians, plus
business know-how and managerial skills, are the most
important considerations.” Mr. Roberts added that the
measures had been developed with the provinces “to en-
sure that the program is flexible enough to support and
enhance each of the plans for regional development.”

The following week, on November 2, Mr. Roberts an-
nounced that a “Canadians-first” policy made necessary
by high unemployment had resulted in the reduction of the
number of immigrants for 1984 by 10 percent. This would
be the second consecutive year that immigration would be
curtailed. A Canadian Press report stated that immigration
in 1983 was running 25 percent lower than 1982.

In the background study which accompanied the re-
port,the Government listed the developments which had
led to the cut back: high employment which is likely to
“decline only slowly” until 1986; the increase in the number
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The first components for the Pershing 2 missi| esextreme
rived in West Germany on November 23, the day afterundenpl
West German parliament, the Bundestag, voted to years &f :
dorse their deployment by year's end. That same week ff:
the arrival of the Cruise missiles at Greenham Commo’ fi
Britain. (See POLICY — DEFENCE; MULTILATERALFHuma?e
LATIONS — NATO.) press feli

of women in the work force; the aging of the baby bo:
generation and their acquisition of more technical skﬁ
The study said that these developments “will have a dlre Ao\
impact on Canada’s immigration program, partncular!ﬂ m n ¢
those categories of Iimmigrants who are selected for tt da
labor market skills.” It went on, “In brief, Canada’s eﬁ aircrpft
nomic recovery will not mean an equally rapid expansior, years. |
labor force requirements.” proger:

Mr. Roberts said Canada would maintain its com aggtss
ments to accept and assist refugees and to reunite ehgm r
family members at the same levels as 1983. The gover, t
ment cannot forecast these numbers but has raised t gndlrer
limit from 2000 to 2500 for refugees from Central Ameri. NA

poli

L0)) yr’w

in 1984. ce
whigh v

AID .
ciefjt n
Aid to Chad and Panama i
Chad has been torn by civil wars and continuit mirgm
drought for most of the last sixteen years, resultmg ma af se

almost complete breakdown of the economic, social at
political infrastructure. Last year a major relief effort \m
started which involved various United Nations and . scrbe
governmental organizations. Canada has already ma’ wa$ si
several contributions: $500,000 in June of 1982 to . poder
United Nations Disaster Relief Coordinator (UNDRO) f. on#
the transport of emergency supplies; $50,000 to tt se oL
League of Red Cross Societies (LRCS) for medical & =31
sistance in November 1982; and $345,000 to UNDRO*
February 1983 for the purchase of needed trucks. E

On October 13, Extemal Affairs Minister Allan M2, g
Eachen announced a further grant of $150,000 to i 54
LRCS to assist feeding programs for the drought and co,
flict victims.

At the same time the Minister announced a grant§ . y
$25,000 to assist in a feeding program in Panama whej
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isilesextreme drought conditions have led to a rising level of
aftery Jourishment, especially among children under five
3 to years of age. The money would be used to provide basic
'eeks ffs until the harvest.

nme funds were to be provided through the International
ALIH itarian Assistance (IHA) program of CIDA (CIDA
press ?elease, October 13).

DEFENCE
Mi A er Explains Cruise Testing
two separate speeches, the first to the Kiwanis Club

‘ofT nto on November 2, and the second to the Com-
iChambers of Commerce of Grand Center, Cold Lake

ke, site of the Cruise testing), on November 9,
rice Minister Jean-Jacques Blais explained the Cruise
testing program.

the Toronto speech, the Minister dealt with a num-
defence-related topics. He defended the Cruise
on the grounds that Canada and the NATO alliance
tisend the “right signals” to the Soviets. “Refusal to
igipate in the testing, while not making us more peace-
'nure of heart,” could, he said, “convey a message of
ess and lack of commitment to collective defence

Vl b°.§ s as well as indicating that policies were responsive
l 2!"% to prppaganda.” A

adr " InMr. Blaiss view, the Cruise testing was only an other
":r”tﬁ test In a long series in which Canada had participated.

dahad been the proving-ground for infantry, tank and
>, aircrgft testing and training programs by its allies for many
’S'OF‘E years. That cooperation had been considered good and

proper: “It has served to strengthen the deterrence of

) mim, agg%ssion.”

2ligh ~“r. Blais wondered why no protests had been made
JOVer, the Soviets had begun testing their cruise missiles,
ed ” and]reminded his audience that “It is not a question of
men. NATD adding more and more missiles™; rather, “It is a
replacement and modernization program, not a build-up”
whi¢h would actually lead to a reduction by 2400 in the total
n Cb)er of NATO warheads. (See MULTILATERAL —
_{ The NATO strategy of deterrence required only suffi-
cient military strength to make an aggressor think twice,
th_e‘ inister said, and the Cruise missile represented the
riymum response to the Soviet 20s which would produce

.1

 IN? " thaf second thought.

| @ lInhis speech to the combined Chambers of Com-

‘”n"gg efce, Mr. Blais spoke only of the testing itself. He de-
§ 5 edthe Cruise as neither large nor fast nor verifiable. It

tm?rf 23 simply a 6.3-metre-long pilotless aircraft with wings,

8 B powered by a small jet engine. As its cruising speed was

o)th’? Only 800 kilom: stres per hour, it could not, he said, be

o2 € lggsly considered as a preemptive or first-strike
. Wegnon,

ROt

4 Mr. Blais then dealt specifically with the tests them-
Mz S8¥es, planned for early 1984 between January and
0 m'; Fch, and ending near Cold Lake. He reassured his

alxience that the flight tests would avoid built-up areas.
Of this reason, and in the interests of air safety, an eighty
A tical-mile-wide corridor had been established. The
vlfister said, “The flight path will avoid population centres
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by at least five nautical rpiles; it will avoid larger centres by
even more.”

He reminded his listeners that the purpose of the
flights was to test the guidance system of the Cruise. The
first test had been planned so carefully that the Cruise
wouid not, in fact, be released from the B-52 bomber which
would carry it for the entire flight in a “captive carry mis-
sion.” The operators would be able to observe the Cruise’s
ability to function accurately as its guidance system would
be functioning.

The only possible environmental damage, according
to studies which had been made, was the remote risk of
forest fire should the missile crash in a forested area.
Winter testing would minimize even that risk.

The environmental assessment also states that,
“emissions will be well below established Canadian stan-
dards; noise wiil be only slightly higher than that of a
Cessna 185 small aircraft, and would be over a shorter
period of time; the risk of collision is negligible . .. .The
probability of a crash causing property damage is also
extremely low because the ALCM is small.” Mr. Blais ex-
plained that although the Cruise had no pilot, it would be
under the control and surveillance of controllers aboard
mother ships who could manoeuvre it if necessary. They
could also terminate the flight, harmlessly, with a
parachute.

Mr. Blais told the group that the tests would be a boring
experience for spectators and, therefore, “if it's excitement
you're looking for, you would be better off going to the
hockey game.”

FOREIGN

Turkish Cypriots Declare Independence

Turkish Cypriots declared their independence on
November 15 and, in the House, Sinclair Stevens (PC,
York-Peel) wanted to know what the official response
would be. Prime Minister Trudeau replied that Canada
“recognized the government in Cyprus which already ex-
ists and with which we have good relations. It is a member
of the Commonwealth and we continue to warnt to have
good relations with that government.” The Prime Minister
reminded Members that the idea of independence had
been “mooted for quite a while.” For that reason, he said,
“we very strongly encouraged the initiative of the Secretary
General of the United Nations towards a compromise be-
tween the communities in Cyprus which are in conflict.” He
assured the House that there was no danger to “some
2,000dual nationals, some 200 resident Canadian citizens
and perhaps some 500 Canadian tourists” as “this is
merely a new legal situation, with one part declaring its
independence.” He added that about one-quarter of the
2300 United Nations troops, some 515 soldiers, were Ca-
nadian peacekeepers.

In an official statement issued the same day External
Affairs Minister Allan MacEachen said that “Canada recog-
nises only one Cypriot State, the Republic of Cyprus.” As
the Prime Minister had done in the House, he reassured
the public as to the safety of Canadians: “The situation on
Cyprus is calm and Canadian citizens do not appear to be
in any danger. Our diplomatic representatives are on the
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island and will be in a position to respond to any requests
for consular assistance.”

On November 17, Lynn McDonald (NDP, Broadview-
Greenwood), asked whether the Government would consi-
der withdrawing its Ambassador to Turkey as an expres-
sion of disapproval of Turkey's recognition of the new illegal
government. Mr. MacEachen demurred. *. . . that would
not be appropriate in the circumstances,” he said, because
the Turkish Foreign Minister had stated that the unilateral
declaration had taken place “without the consent and
knowledge of the Turkish government.” He also said that
Canada disapproved of “this unilateral action. We do not
propose to grant recognition to the new alleged govern-
ment of Turkish Cyprus . . . .We are concerting with other
countries at the UN to support the efforts of the Secretary
General . . .and those of the United Kingdom which is
taking the lead in presenting a resolution which will be
debatec at the Security Council and on which Canada will
speak.”

Th=! same day, the Permanent Representative of
Canada to the United Nations, Gérard Pelletier, in a state-
ment to the Security Counclil, repeated Mr. MacEachen’s
reply and enjoined the Secretary General and other states
“in calling on all parties to exercise maximum restraint and
to avoid any provocation that could result in a further deteri-
oration of the situation. As animportant troop contributor to
UNFICYP, we call on all concerned to respect fully the
mandate and the personnel of this UN peacekeeping
force.” Mr. Pelletier concluded by pledging continued Ca-
nadian support for the efforts of the Secretary General to
promote a negotiated and lasting settlement.

Prime Minister Launches Peace Initiative

On October 20, just two days before the planned
disarmament and anti-cruise protests (See MULTI-
LATERAL — UNITED NATIONS), CBC reporter David
Halton stated that Prime Minister Trudeau had established
a “secret” task force to prepare a range of options for a
Canadian solution to the superpowers’ arms talk imbroglio.
The existence of that “secret” task force was acknowl-
edged on October 21 when External Relations Minister
Jean-Luc Pepin answered a question put to him by Bill
Blaikie (NDP, Winnipeg-Bird's Hill). The Minister said, “in-
deedthere is such a task force, and one would be expected
to have such a task force. At the Williamsburg Summit the
leaders pledged themselves and promised they would do
everything . . .to bring about peace and, particularly, to
bring about forms of disarmament.”

Maclean’s magazine later (December 5) described
the mandate of the group under the direction of External
Affairs security and arms specialist Louis Delvoie as “to sift
through proposals and make firm recommendations to the
Prime Minister.” Ralph Coleman, the Prime Minister’s
press secretary, said that the task force was shielded with
secrecy and initiatives had to “unfold step by step” be-
cause the mediation role envisaged by Mr. Trudeau was so
fragile (Canadian Press, October 26).

In his answer to Mr. Blaikie, Mr. Pepin promised that
the Prime Minister would give his thinking on the reduction
of East-West tensions when he addressed the Conference
on “Strategies for Peace and Security in the Nuclear Age”
at Gueiph on October 27.

In his Guelph speech the Prime Minister said that he
was deeply troubled “by an intellectual climate of acrimony
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and uncertainty; by the parlous state of East-WestnE was quote
tions; by a superpower relationship which is dangero; gnd that
confrontational; and by a wndenlng gap between milt, mud
strategy and polltlcal purpose.” He saw an “omin. must
rhythm of crisis” which needed to be changed. He¢ prise]it se

he went on, “With the loss of that impulse, and in{ Jewe
absence of high politics in the East-West relationship,i Minigter's

intentions of the other side appears to have vanlshed
well.” {

Mr. Trudeau defined our central purpose as bemg
create a stable environment of increased security fort on
East and West . .Therefore it IS essentlal to Weste Mitte

about our own intentions plus a measure of incentivei lor ¢
the Soviet Union first to clarify, and then to modify, itsa  Tha her,
objectives towards the West.” !

He would add a “third rail” to the existing two-tra hadjun ir
NATO policy, a third rail “of high-level political energy, Cangdiar
speed the course of agreement— a third rail through th
might run the current of our broader political purpose
including our determination not to be intimidated.”

The Prime Minister suggested a strategy of c¢
fidence-building measures of a political nature:

— steps that reduce tensions caused by uncer- }
tainty about objectives, or caused by fear of the
consequences of failure;

— steps that mitigate hostility and promote a
modicum of mutual respect;

— steps that build an authentic confidence in
man’s ability to survive on this planet.

In short, we must take positive political steps in
order to reverse the dangerously downward trend Presider
line in East-West relations, which has been slop- e
ing downwards for much too long. anpame
He informed his audience that he would be meeti; talks
shortly with NATO leaders in Europe. He would be discust — @
ing several elements with them including: ‘(’:"I'Ltjré'
— ways of designing a consistent structure of Sov
political and economic confidence with which to —a
stabilize East-West relations; trea
— ways to draw the superpowers away from their sign
concentration on military strength, toward regular —
and productive dialogue, toward a sense of re- { stal
sponsibility commensurate with their power; forc
— ways to persuade all five nuclear weapons —
states to engage in negotiations aimed at estab- altit
lishing global limits on their strategic nuclear —
arsenals; inte
— ways of improving European security through Or
the raising of the nuclear threshold, including the

imposition of a political dynamic upon the static

MBFR talks in Vienna; and

— ways to arrest the horizontal proliferation of

nuclear weapons among other states. ;

Newspapers, in general, applauded Mr. Trudeau's im,
tiative while cautioning that its success would depend up¢,
support from the NATO allies and a strengthening of poliﬁ}
cal will on the part of the superpowers. The Opposition W&E
skeptical. The Leader of the Oppostion, Brian Mulrone;;




'0; and that “philosophical musings” would not produce very
il muchl “The road to peace is a road the nations, the world
it mustwalk together. In such a complex and perilous enter-
et prise] it seemed to Mr. Mulroney, there is little room for one
Pt shot jnitiatives however well-intentioned.” Erik Neilson
io. (PC,{Yukon) said that the Prime Minister had tried the
vei samd approach with North-South and NDP critic Pauline
n{ Jewelt (New Westminster-Coquitiam) recalled the Prime
ot er's “strategy of suffocation” proposal and claimed
in¥ that “he never followed through . . . .He never worked at it
ed do not see him as an energizer” (Various news-
! papers, October 28, 29).
g -Jhe Prime Minister took his peace initiative to Europe

k. on Npovember 8, meeting with French President Frangois
" Mittdrand, Dutch Prime Minister Rudolphus Lubbers,

. . .1lthink it is a token that the allies of NATO are doing all
they can in order to improve East-West relations” (Globe
and Mail, November 10).

The Prime Minister did not reveal his peace strategy

encouragc by the “extent to which my purposes are
Fed by a community of other leaders.” He went on to

4 that, in addition to his meetings with NATO allies in

ope, he had also sent letters to Soviet Leader Yuri
ropov, Chinese Premier Zhai Ziyang and United States
sident Ronald Reagan advising them of his concerns.

- { Mr. Trudeau then outlined his proposals for world dis-

an{ament which he had put forward during his European
talks:

— a five-powers conference of nuclear states
within the next year. This conference would in-
clude Britain, France and China in addition to the
Soviet Union and the United States.

— astrengthening of the nuclear non-proliferation
treaty to include nations other than the present 190
signatories.

— the need for new initiatives to advance the
stalled talks in Vienna on mutual and balanced
force reductions in Europe.

— a ban on the testing and deployment of high
altitude anti-satellite weapons systems; and

— an agreement to restrict “excessive mobility” of
Intercontinental ballistic missiles.

On November 14, both Leader of the Opposition Brian
Ironey and New Democratic Party Leader Edward
adbent said that they liked the Prime Minister’s initiative
Byt that they wanted to know just what they were support-
InG. Mr. Mulroney asked if the Government would not table

correspondence with foreign leaders and speak to the
use. The Minister of External Affairs revealed that Presi-
Nt Ronald Reagan had “made a suggestion” that a

{eeting with the Prime Minister could follow Mr. Reagan’s

gturn from his trips abroad. As for tabling the correspon-
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dence, “it is not usual to tatle communications of this
type.” He could not give a statement as “the practice of
giving statements in the House has fallen into disuse
. . .because what ought to be serious discussions on for-
eign policy usually become rather intense political brawls.”
The following day the Prime Minister returned to the House
and said that he had “no general statement to make” and
would not table his correspondence with other government
leaders, as “not only is it not customary, but it would be
breaking every diplomatic rule.”

On November 15, External Affairs Minister Mac-
Eachen met with United States Deputy Secretary of State
Kenneth Dam and assured him that the Prime Minister's
peace-seeking tour was not intended to prevent the deploy-
ment of Cruise missiles in Europe or to interfere with
nuclear arms talks in Geneva (The Citizen, November 15).

Mr. Dam told reporters at a background briefing that
the United States was willing to consider all the points
raised by Prime Minister Trudeau for promoting dialogue
between the nuclear superpowers. He said that the Rea-
gan administration wecomed the peace initiatives but dis-
agreed that political will was lacking in Washington for a
nuclear arms control agreement. He also said that there
would be a meeting between President Reagan and Mr.
Trudeau to discuss the peace initiative but no date had yet
been set.

At the same time, State Department spokesman Alan
Romberg said that, “we attach a high priority to efforts to
move these negotiations forward. We are looking carefully
at the ideas put forward by Prime Minister Trudeau” (The
Citizen, November 15).

On November 19, Mr. Trudeau met with Japanese
Prime Minister Yasuhiro Nakasone “who was,” Maclean’s
reported November 28, “particularly interested in Tru-
deau's proposal to draw nuclear powers — including China
— into global arms reduction talks.” While in Tokyo, Mr.
Trudeau met there with Georgi Arbatov, the director of
Moscow’s Institute of the U.S.A. and Canada, a senior
Kremlin foreign policy adviser and personal associate of
President Yuri Andropov. Mr. Trudeau told reporters in
Dhaka, Bangladesh that “Mr. Arbatov was rather pessimis-
tic about the state of East-West relations and he didn't
seem to entertain great hope that | would be ablée to con-
vince the United States to be, to use his words, “more
reasonable” (The Citizen, November 21).

On November 20, the Prime Minister's personal envoy,
Geolifrey Pearson, former Ambassador to the Soviet
Union, accompanied by Garry Smith, an External Affairs
member of the task force, travelled from Tokyo to Peking
and later to Moscow. According to Mr. Trudeau, Mr. Pear-
son was sent to sound out the Chinese and the Soviets on
their reaction to his proposals.

After three days in Bangladesh, the Prime Minister
went on to New Delhi to attend the Commonwealth Prime
Ministers meeting. His initiative was given endorsement
when Commonwealth leaders, representing one-quarter
of the world's people, signed adeclaration on November 27
calling on the US and the Soviet Union to resume their
nuclear arms talks. The leaders stated that they welcomed
Mr. Trudeau’s “efforts to restore active political contact
among all the nuclear powers” and expressed their willing-
ness “to help in all appropriate ways.” Zambian President
Kenneth Kaunda suggested that perhaps several Com-
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monwealth leaders could join Mr. Trudeau in possible trips
to Moscow and Washington.

Mr. Pearson'’s trip to Peking brought forth an invitation
for the Prime Minister to visit there. Mr. Trudeau left New
Delhi and went to China where he met with the Prime
Minister, Zhao Ziyang, on November 28 and with Chairman
Deng Xiaoping on November 29. The Chinese leaders told
Mr. Trudeau that they would support his proposal for a
conference of the five nuclear powers if the two super-
powers were to cut their arsenals by half. “We cannot do
exactly as you advocate in some respects,” Deng said.
“However, your efforts are important.”

At a press conference given in Abu Dhabi on Novem-
ber 30, Mr. Trudeau said that he was encouraged by that
message from Deng who later “insisted | must continue on
my peace initiative to inject greater political will amongst
the various political leaders.” He also said that he was
satisfied that he had already contributed to world peace;
that his main aim had been to get world leaders moving on
th:- .ssue of disarmament rather than to advance specific
proposals for disarmament.

Events in Grenada

On October 12, it was widely rumored that Grenadian
Prime Minister Maurice Bishop and several of his Cabinet
ministers had been placed under house arrest by mem-
bers of a rival faction within the New Jewel Movement, the
Marxist ruling party. The Deputy Prime Minister, Bernard
Coard, was named by various news sources as the leader
of the dissident group.

It was not until October 17, that the situation in Gre-
nada drew the attention of the House of Commons. Onthat
day, Michael Forrestall (PC, Darmouth-Halifax East) asked
International Trade Minister Gerald Regan what the situa-
tion in Grenada was. The Minister told him that, “while the
situation in relation to the form of the future government on
Grenada is unclear, the situation today is calm. There is a
representative of our mission in Barbados who is presently
in Grenada to observe the situation. There appears to be
no danger whatsoever to the eighty-one or so Canadians
who are resident in that island for one reason or another, or
to the few Canadian tourists who are there at the present
time.” The Minister further stated that telecommunications
had been “normalized” and flights had been arriving on
and departing from the island.

On Wednesday, October 19, it was Mr. Forrestall who
reported the radio announcement of the release, subse-
quent re-detainment and eventual shooting of Prime Minis-
ter Bishop. He asked Mr. Regan for information on Mr.
Bishop’s condition but Mr. Regan had at that time no “con-
firmed reports of the shooting of Prime Minister Bishop.
What we do have is an indication that his supporters had
released him from house arrest and that there is very
considerable confusion about what is happening on the
island.” He went on to give assurances of the safety of
Canadians: “There seems to be no danger for the Canadi-
ans . . . .There is no report of widespread violence.”

Mr. Forrestall asked Mr. Regan whether he could give
an updated report on the situation the following day “par-
ticularly . . .as to whether or not there is any suggestion
that this same turmoil might be in the process of being
extended to other small islands in that part of the Carib-
bean Basin?” Mr. Regan promised to keep the House
informed of the developing situation and stated that “we
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have absolutely no indication or reason for thmkng
there could be any extension of the unsettled condlfo""d‘
from Grenada itself, where a particular situation exist ?m
By October 20, Mr. Bishop’s death had been %?éum‘
firmed as were the deaths of three of his Cabinet minig@cer
and two union leaders, in addition to several suppo
Details of the deaths were vague, with reports from¢
nada saying that the Prime Minister and his cofleagues o)
been killed when soldiers fired on the crowd which/ S ncla
freed them from house arrest, and the Prime Ministe: ister ¥
Barbados, Tom Adams, saying that Mr. Bishop had t"*
wounded in the initial shooting, then taken captive;
executed (The Citizen, October 22). Eyewitness accor
would later bear out Prime Minister Adam’s versio: of tm
events. i
Prime Minister Trudeau issued a statement reganf
the events in Grenada. He said that he was “appalle
thekillings in Grenada and deeply saddened by the log tions |
a Commonwealth colleague. Prime Minister Bishop’s‘ﬁfo“m‘,‘-
ologywas not ours, but he believed in dialogue and het soney
afriend.” Mr. Trudeau said that the Government did nat ; Jis
know exactly what happened yesterday in St. Georg . peopl
but there is no doubt that it was a day of terrible tragedy. by for
Grenada and for the West Indies.” He extended « indica
dolences to the families of those who were killed. | o M
President Fidel Castro of Cuba issued a statem that
which said that Prime Minister Bishop’s death had up g

gene|

the leadership of our party and we offer the greatest trib,

to his memory.” It also said, according to The Clt/zen affi
October 22, thatthe Cuban Embassy in Grenada had be the
ordered “not to meddie in any way in the internal affair

the country.”

General Hudson Austin, Commander of the Gre' taki
dian Army, completed the military takeover when} with
named a sixteen-member Revolutionary Council.

On October 20, the Leader of the Opposition B in
Mulroney led the questioning on Grenada, asking firstw, p
the Government’s position was in relation to the “repct ada
Marxist takeover” and, whether in light of the “brutality2 Co

murder involved”, this would influence the thinking of f plact
Govemment with regard to aid programs. Prime Mmls‘ bei
Trudeau agreed that the eventsin Grenada had been urt, thei
tunate and that that type of violence could not be ¢ Ext
doned. He expressed his own personal sorrow as heh
done in his press statement. As for aid, the Prime Minis]
said, he had never been an advocate of cutting off coi
tries because he did not agree with their ideology. Wh:le
did not think that Canada should try to influence the chot
of independent people through aid programs he did fee of C
would be necessary “to show very great displeasure” a
to “take action” if a country tried to export its revolutior,
its revolution. tu

Mr. Mulroney agreed that a country need not refle
the ideology of the donor country in order to benefit frd of t
foreign aid and then asked whether the Prime Mlnls' cov
thought it might be prudent to “review diplomatic relatic’ 90!;
andaid programs . . .that might be construed as giving?, tior
blessings of the people of Canada . . .to this kind of i, Sur
ime?” Mr. Trudeau assured the Opposmon Leader
“when a Government is overthrown by force, we would®
that [review diplomatic relations] as a matter of course. i the

Mr. Forrestall asked for an up-to-date report onﬂ
safety of Canadians on Grenada and was told by Exter; ,
Relations Minister Jean-Luc Pepin that there was now livi
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hinkingf : hour curfew in effect. The Canadians
1co”dmfour-daytwenty-four- our curfew in effect. The Canadians,
)n exig@mong;whom were twelve CIDA cooperants, five CUSO
bg::tvolum rs, one CBC reporter, and one External Affairs

t mi  (bfficer, yvere reported to be “in touch with each other” and
= mmlsr.gene lly in good spirits.” They were being advised,
? l}lrppo r, “to stay put, not to move, not to try to get out
" om ¢ attempts to leave might be dangerous.”
>agues; October 21, conservative External Affairs critic
Whichig. 42t Stevens (York-Peel) asked External Relations Min-
Mmlsmi r Pepin whether he had been correctly quoted the
> had b ste P )

‘previolls day and whether he had been speaking for the
ment when he was reported to have said “that the

an Government, after a reasonable, decent period

.of tim@, would likely recognize the Government in Gre-

gnada_« He was asking, he said, “in view of the fact that the

t regarg ment of Jamaica, the Government of Barbados and

'ppa”e& vernments of other Commonwealth Caribbean na-

'thelos gions fave already indicated that they do not intend to

::gﬁsﬁ ow that course.” Mr. Pepin replied that Canada would
ex

c's::‘ﬁj with the governments of the different West Indies
i . However, he said, “When agovernment, a group of
‘ Geo’% , ajunta or whatever, takes over power in a country
fragedj by fofce, we must look at all of the factors that | have
nded ¢ indicated. Those factors include the reality of the exercise
d. Eof er, and the reaction of the neighboring countries to
statem thaig ercise of power. A sort of consensus builds upin the

did noti

1ad "Wt world] and, after a period of time, the facts of life are
test trib, ted and recognition is given.” Mr. Pepin then re-
C’t’zeﬂf affirmed the Prime Minister’s statement on aid policy made
thadbe the previous day.
Al affair onald Munro (PC, Esquimalt-Saanich) wanted to
t whetf: > the Prime Minister had discussed the “brutal
ne Gre. takegver” with the heads of the Caribbean governments or
_Whe”z with the President of the United States “with a view to
Lo rting action, whether it be recognition, or other action
tion Bi in the hemisphere against the vicious Government now in
J“fIFSt W p in Grenada?” He also wanted to know whether Can-
"e.pcz ada pad asked to send an observer to the meeting of the
italityz Comjmonwealth Caribbean Ministers which was taking
ing of} place that weekend. Mr. Pepin told him that Canada would
> Minis. be i contact with the Caribbean leaders “on the result of
enunt theif meeting during the weekend.” At the same time, an
t be @ Extérnal Affairs press release stated that “instructions
e been given to Canada’s High Commissioners in the
bean to consult closely with governments to which
are accredited about the tragic and disturbing circum-
ces prevailing in Grenada . . . .The Canadian Govern-

e chol twould wish to give careful consideration to the views

did fet, of Grenada’s closest neighbours in formulating its own

ure” s onse to the events in Grenada.”

lutior, A further question from Mr. Munro on Canada’s even-
f tuaj recognition of the new regime “after a decent delay”

ot reft - profnpted an elaboration by Mr. Pepin on his point that one

efit fr  of

e factors in recognition was the reaction of neighboring

Min!sf? tries: “It, for a number of reasons, all the neighboring
relatic.  countries of Grenada should decide not to grant recogni-
ivingt, for'a period of time — for a long period of time — | am
d of & Sure this would be a major consideration in the decision
der fft ada would have to make.”

vould! { Inthe evening of October 21, Pentagon sources said
urse. | the aircraft carrier, the USS Independence, and about
tont, thousand Marines were headed for the coast of Gre-
= xter a™to protect the lives of an estimated 1,000 Americans

3 now g on the island by providing a means of evacuation in
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case the Americans need to be puiled off Grenada” (The
Citizen, October 22). The same report quoted an External
Affairs spokesman as saying that the new Grenadian gov-
ernment had assured Canada that all Canadians were safe
and “l gather that the British and the Americans have those
assurances as well.”

The Department of External Affairs, through the High
Commission in Barbados, began an attempt to evacuate
those Canadians who wished to leave Grenada. The re-
gional carrier, LIAT, had been chartered to carry out the
evacuation as soon as permission was received from Gre-
nada. The Grenadian government lifted the curfew at 6

. a.m. on Monday, October 24, but, at the last minute the

heads of government of Antigua, Montserrat and St. Kitts
objected to the flight. A Canadian Press report from New
York on October 27 speculated that the flight might have
been deliberately blocked “because of fears a successful
evacuation would undermine justification for the invasion.”

In the House on October 24 Mr. Pepin outlined the
difficulties involved in getting the Canadians to safety. “We
now have a plane ready to go. The regiona!l group which
met during the weekend stopped all air and sea links
. . . .We have obtained clearance from the CARICOM
group. We now have clearance to take off from Barbados.
We have clearance from Grenada to land, in principle
anyway.” The Minister ended optimistically, “We hope that
later today, or tomorrrow, the plane will pick up those
Canadians who have expressed the wish to return. To be
specific, there are apparently twenty-four of them.”
However, by the time permission was granted for the flight
to take place it was too late for the aircraft to land at the
unlighted Pearls airport and the Canadians remained in
Grenada.

During the same Question Period, Prime Minister Tru-
deau told Mr. Stevens that he did not intend to “shoot from
the hip” on the subject of Grenadian recognition. As for the
Bishop Government, “It was a Government which was
practically put in quarantine by several other countries
which are now beginning to say that maybe we were better
off with Bishop than we are with this new crew. Thatis why
this Government does notact as hastily . . . .We look at the
situation and we study it before making condemnations,
realizing that some people are worse than others, and we
are better, once again, with those who are half way than
with those who have gone the whole way towards revolu-
tion and murder.”

The Canadian Labour Congress, in a press release on
October 24, called for an immediate halt to all Canadian
government assistance to the government of Grenada as
was done in the case of Surinam when moderate labor and
political leaders were killed. The murder of Prime Minister
Bishop, other political leaders and key figures in the trade
union movement, was “frighteningly reminiscent” of events
in Surinam, it said.

Early on the morning of Tuesday, October 25, nearly
two thousand US troops and about 300 soldiers from six
Caribbean countries invaded Grenada. President Regan
cited the safety of American citizens who had been pre-
vented from leaving Grenada as a primary reason for the
attack. He also said it was made in order to restore law and
order and to end the chaos in Grenada (Various news
sources.) A Citizen news report (October 26) quoted a US
State Department official as saying that the “invasion deci-
sion was made ‘the middle of last week,” " but even on the

17




Intemational Canada, October and November 1983

24th, press spokesman Larry Speakes had “denied any
military operation was being planned.”

In a Canadian Press report from Washington on Octo-
ber 26, Carl Mollins reported that United States State
Department documents showed that

Three days before U.S. forces invaded Grenada,
the Caribbean island's new military regime ap-
pealed forimproved relations with Washington and
promised to encourage private enterprise and for-
eign investment as part of a mixed economy . . .
Two days before the invasion, a member of the 16-
man Grenadian Revolutionary Military Council as-
sured U.S. and British envoys that a “shoot-on-
sight” curfew was being relaxed and foreign na-
tionals, Canadians among them, were free to
leave Monday if they wished.

Mr. Mollins also reported that Secretary of State,
George Schultz had said at a news conference “that any
invc!-2ment of the Soviets or Cubans in Grenada was ‘not
the Lasis of this action’ to invade.”

The Citizen headline of October 26, “World Con-
demns U.S. Action” summed up the reaction to the inva-
sion. NATO allies in western Europe, the Soviet Union, and
those Caribbean states which had opposed the invasion
were quoted. The Canadian reaction, while not “con-
demning” the invasion, was not supportive. International
Affairs Minister Regan stated that Canadian lives might
have been endangered by the invasion while British Prime
Minister Margaret Thatcher told Parliament “We com-
municated our very considerable doubts . . .and asked
them to weigh carefully several points before taking any
irrevocable action.”

By Thursday, October 27, the safety of Grenadian
Govemnor-General Sir Paul Scoon had been assured and
thus Prime Minister Eugenia Charles of Dominica could
reveal at a news conference that Governor-General Scoon
had “got word to Eastern Caribbean leaders meeting in
Barbados last weekend to take action to prevent what was
happening in Grenada.” At an emergency meeting of the
Permanent Council of the OAS, Miss Charles said “pro-
western states of the eastern Caribbean sought U.S. mili-
tary intervention in Grenada because of fear that country’s
new government might commit aggression against its
neighbors” (Associated Press, October 27).

American citizens were transported out of Grenada as
soon as possible after the invasion. Most students reported
that they had never actually been threatened by the military
government but, despite the reassurances as to their
safety given by the Grenadians, “they were fearful none-
theless and welcomed the invasion” (The Citizen, October
27). The Canadians remained in Grenada as sniper fire
continued. Four abortive attempts were made to evacuate
them and they were at last brought out to safety to Bar-
bados on Friday, October 28.

In the Commons on October 25, Opposition Leader
Mulroney led off the questioning by asking the Prime Minis-
ter “Was the Canadian Government asked for its advice at
any stage of the proceedings in preparation for the move
on Grenada, either by our Caribbean friends, neighbors
and allies, or by the United States of America?” Prime
Mirtister Trudeau answered: ‘At seven o'clock yesterday
afternoon, or 1900 hours, on Monday, our embassy in
Washington was informed by someone from the State
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.of various options that the Americansy,
examining with a view to ensuring the protection of t
nationals in Grenada.” The answer did not satisfy'
Mulroney and he pressed thz Prime Minister for

Department. .

details. He was told that “ . . .the answer is 'no’ in sofy
Caribbean allies are concemed Le

Mr Mulroney then asked what the position of the Prdem“ !
Minister and the Government was with regard to event;Ml :
Grenada and whether the Government supported or; State
posed the initiative which had been taken. Mr. Trug Primel|
replied that he was not in possession of all the facts and, .Go .'
not therefore know “Whether it [the US] used the ¢ k
available . . .and proper means to protect them [its: tsh‘? X
izens].” He was prepared to wait for Secretary of & b
Schultz’s explanation although he did know that “In{ > cue A
case of Canada . . .we had permission from Grenad: way
evacuate our nationals.” i

Mr. Mulroney pointed out that “the nelghbours[ofG unjus |
nada] have made it very clear what they want to h sion §
done.” He repeated his question, “In the light of this actl
clear statement by the President and by our Caribbe
allies, do the Prime Minister and the Government appr.
of the action that has been taken, or is the Governmen.
disagreement?”

The Prime Minister stated that President Fleaga 3
justlflcatlon — to ensure the safety of Americans there '“ Z
“is not enough for me to justify or condemn the action® Sr
the United States had had the same authority from G=
nada to take its citizens out, then he could not see & ”‘._ q
reason for invading to protect its nationals. As fort Sho
maintenance of democracy, he asked, “What would hc. 4t
pen if the United States gave itself authority to invadez i
country where the democratic system did not exist?” g s ¢

Mr. Stevens then asked what the notification of t. pengc
previous evening had been of: an American rescue oper atey,
tion or the multi-nation entry into Grenada. Mr. Regc Sea
replied, “Mr. Motley met with Mr. Roy, Minister atthe Car; hadj ¢
dian Embassy in Washington, and outlined a number? supbc
options that the American authorites were thinking in ret  alsq
tion to protecting the safety of American nationals in G Ma RC
nada. Those options largely could be characterized? corgsi
being of the rescue operationtype. There was noindicatc, lang.
atthattime that an invasion would take place within hours, “wg <

The plight of the Canadians still on Grenada cor, &¥§
tinued to draw questions and Minister Regan admitted the  S€¢Y
problems, first with authorization of the flights, then wr" Oy
the crew and then the invasion itself, had prevented the‘ oep
rescue. On October 26, Conservatives Sinclair Stpverf :
and John Bosley (Don Valley West) continued to criticiz; 2
the Government's lack of success in retrieving the Canac,
ans on Grenada. Mr. Regan said that a CAF 707 had bee’ dign
flown to Bridgetown but that technical complications re o
garding the “conditions of the aiport” had prevented ns. Aga
landing in Grenada. As a result, a Hercules would short,  liig
be leaving Canada for Barbados. While permissiontolax  S&«
had not yet been received from the Americans, Mr. Regz, ik

.|
it ag(
b

announced that he had “within the past half hour met wit. ¥y
the United States Ambassador to Canada and requesteC '
that he make arangements.” % C

When Mr. Bosley claimed that “Canadalis proving the, &
itis not trustworthy in the Western hemisphere,” the Mmis§ ki
ter replied that the Canadian position on the US action i
one that is strikingly similar to the position of the Unitet}




T —
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ca”SW;Gngdcm _ . .anditis indeed mild compared to the position
on of tyat hgs been taken by Mexico, Trinidad and all of the
iatisty gouth American countries.”
for r, Be NDP entered the debate for the first time when
n Sofa';l_e Ed Broadbent asked the Prime Minister to “con-
th ‘demn }his act of violence in a forthright way.” The Prime
ePnM. ister replied that that was the substance of a message
veveng ich’had been conveyed to the US Ambassador and to
ted ory ¢ ate Pepartment officials. Mr. Broadbent then asked the
: Trug Primed Minister whether he was prepared to say that the
1s anc Govesnment of Canada “categorically opposes this inva-
| th_e ¢ sion of Grenada?” Mr. Trudeau repeated his statement of
n [nts;the nfevious day. “Unless we had information which
! OI & owed that this action was necessary to protect and res-
a Ingcue fmerican nationals, and unless there was no other

"enad: ay bt doing it, then the intervention would seem
! unjustified.”

N : l 1S . .

s [of : - NIr. Broadbent then asked whether the Grenada inva-

;t t‘? h‘ sion ghight not be a “forerunner of a similar kind of group
nis ¥ - tioh taken by CONDECA (Central America Defence
‘anbbe ~ourdil) against the people of Nicaragua.” Mr. Trudeau
tappr. said he would not want to speculate on a “hypothetical
mmen:E ituagon in Nicaragua or elsewhere.”

Reage N Thursday, October 27, the Prime Minister was
; there: closely questioned on consultations before the invasion.
action? Mr. Mulroney quoted Kenneth Dam, Deputy Secretary of

rom G Statd, who had said that Canada was not consulted “pe-
see 7 Causg of concerns on the security side that the invasion
s fort Shoudn't be too widely known.” Mr. Trudeau rep_hed that
uld he hatcher apparently hadn’'t been consuilted either. He
adez aid howeve - that he did know for a fact “that the eastern
517" aribbean countries had agreed among themselves that

1 Cangda should be consulted. Something apparently hap-
N of t pengd in the urgency to act that they did not consult us.”
eope; Latey, Mr. Trudeau revealed that Prime Minister Edward

. Reg Seaha of Jamaica had telephoned him after the event and
e Cat hadf apologized “for the fact that the person who was
'njberf supposed to communicate with me had not done so.” He
Jinre: alsq said that the information given to Canada on the
1N Gg Mogday evening was that “various options were being
ized1 considered for rescuing the American citizens on the is-
and.” Upon learning of this, he had immediately said that
. “wg should tell the Americans that they should envisage
la cor. every way of rescuing or making sure their citizens were

 segure before contemplating an invasion.” The message,
on wir hoyever, was not sent as the invasion had taken place
d thef: bebore it could be delivered.

tever. 1 Pauline Jewett (NDP, New Westerminster-Coquitiam)
riticiz  sapd that she understood from External Affairs that there
:anad; a1 been a meeting on Friday, October 21, between Cana-
dbee.  dign High Commission officials in Barbados and the Bar-
ns & badian Prime Minister Mr. Adams. At that meeting Mr.
ted £ Adamswas si-aposed to have said “there was avery strong
short.  likelihood of a US-led invasion of Grenada”. Miss Jewett
olar  S3d she had been told that Mr. Pepin had received that
eg?, Mormation. If that was so, why, she wanted to know had no
twit.  Wimediate action been taken to remove the Canadians
leste; gm Grenada. “Or was the Government, with advance
Mowledge of an invasion, deliberatley failing to evacuate
g the, “enadians in order not to undermine the United States
Minis§ 9 :%na!!e ;or carrying out an invasion, namely, to save its
it~ Mplionals?”
ﬁ'\ri‘ted -1 Mr Regan told Miss Jewett that her premise was
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inaccurate. He went on to give her the sequence of events
in Barbados:

Itis true that our High Commissioner in Barbados,
Mr. Noble Power, met with Prime Minister Adams
last Friday. In the course of that discussion Prime
Minister Adams mentioned the possibility of the
Eastern Caribbean states considering military ac-
tion and that it would have to be discussed at a
subsequent meeting of those states. He made no
mention of a decision for an invasion, nor did he
make any mention of any participation by the
United States.

The accuracy of his recollection of that meeting
and the report he gave on it is confirmed by a
meeting High Commissioner Power had yesterday
with Prime Minister Adams in which the Prime
Minister apologized, through Mr. Power, to our
Prime Minister for there not being prior con-
sultations with Canada.

The question of whether or not Canada had been
informed beforehand was examined in the newspapers as
well. The Citizen reported on October 27 that Prime Minis-
ter Adams had said in a speech the previous night that
“althoughit had not been comtemplated by those of us who
had discussed the matter that Canada would have been
invited [to participate in the invasion], in deference to the
outstanding close relations of Canada and Barbados . . .|
did tell the High Commissioner that my view of the Gre-
nada situation was that the only solution was a military
intervention.”

The Citizen further quoted a spokesman for the Bar-
badian government as saying that there “can be no doubt,
that at the time of the meeting with the Canadian officials,
Adams was fully aware the invasion was imminent.”
However, when asked whether Mr. Adams had specifically
told the Canadian High Commissioner that aninvasion was
going to take place, a Barbadian official said: “If you read
the Prime Minister’s statement, it was certainly mentioned
as a possibility.”

Prime Minister Adams was quoted in a Chicago Tri-
bune article (The Citizen, October 28) as saying that the
USinvasion of Grenada had begun as an American planto
rescue deposed Marxist Prime Minister Maurice Bishop.
American officials denied this but the State Department did
disclose that the US had begun talking with some Carib-
bean leaders as early as October 15, not, as Secretary of
State Schultz had said, only after receiving an “urgent
request” for help from the Organization of Eastern Carib-
bean States (OECS) on Saturday, October 22. The report
went on, ‘Adams had said that, after OECS formally asked
U.S. military assistance to restore order on Grenada, he
was notified of American plans to invade the island less
than ten hours before the first U.S. troops stormed ashore
at dawn Tuesday.”

On October 28 Dominican Prime Minister Charles
confirmed that it was she who had been supposed to have
informed Canada about the invasion but “things happened
more quickly than | expected, or more quickly than we
wanted them to.” She further added that she did not have
Prime Minister Trudeau’s phone number and that a letter
would have taken two weeks to reach him (Canadian
Press, October 28).

On Sepember 27, Prime Minister Trudeau, in answer’
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to a question put to him by Mr. Stevens, said that, “If an
election is to be held after the invading troops leave, then
presumably some kind of Commonwealth force would be
required. | am offering, subject to the approval of Cabinet,
to particiapte in such an observation force on an election
. .Iwould go even further and suggest that we could call
for a truce, ask all foreign nationals to leave the island of
Grenada, and then the Commonwealth could send obser-
vers in to ensure that that truce is respected. This is a
strange way of making this suggestion public . .. .I am
trying to get views of other Commonwealth leaders on that,
but | feel it is appropriate in these circumstances, because
of the great confusion surrounding the whole operation,
that | take Pariament into my confidence in this matter.”

That evening the House gave its unanimous consent
to Mr. Broadbent’s request for an emergency debate on
Grenada. The NDP condemned the invasion. Neither
Brien Mulroney nor Sinclair Stevens spoke in the debate;
instrad the Conservatives were lead by Deputy Opposition
Lea.i=r Erik Nielson (Yukon) who argued that the “Liberal
and NDP Parties, together once again, are trying to narrow
the issue to the landing of the US troops in Grenada

. .Implicit in this narrow view is that no guilt shall attach to
those responsible for shooting down the Prime Minister
and four of his cabinet along with dozens of innocent
people. This view of the NDP and Liberals totally discounts
the right of the people of Grenada to freedom of choice.”
The US intervention, he proclaimed, was at the invitation of
the Organization of Eastern Caribbean States and the
Governor-General of Grenada, Sir Paul Scoon. The other
Conservatives who spoke supported in varying degrees
the US invasion.

International Trade Minister Regan began his speech
by complimenting the efforts of the foreign service and
tracing the Government's efforts on behalf of the citizens
still on Grenada. As for the US action, “I admire the great
republic to our south. | admire the US and | value the
friendship of the US. But as a Canadian, | am not prepared
to endorse automatically every action that they take re-
gardless of an examination of its merit.” The Minister an-
nounced that he had spoken with the Commonwealth
Secretary General that afternoon and “there may well be a
role for the Commonwealth in re-establishing peace and
self-determination in Grenada.” The Liberals who followed
Mr. Regan supported him although they, like several of the
Opposition, suggested the United Nations might well have
a role to play.

On October 28, the opposition sought further informa-
tion about the Power dispatch of October 21 and its warning
or lack of warning of military action. Minister Regan said
that the dispatch had not arrived until late in the evening
and he repeated his earlier statement that it did not indicate
“the urgent possibility of military intervention.” The best
defence of this claim, the Minister argued, was that subse-
quent to the invasion “Tom Adams has apologized to Can-
ada for the fact that it was not possible to consult.”

Various newspapers reported demonstrations outside
US Consulates across Canada, including clashes between
pro- and anti-US groups in Winnipeg. The Canadian La-
bour Congress issued a press release (October 27) ex-
pressing “dismay” at the imposition of American will by
force on Grenada.

On Sunday, October 30, those Canadians who had
wished to leave Grenada were home. At a news con-
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ference in Ottawa on her return, CUSO spokeswo

Barbara Thomas told reporters, “We would like the CiAlliance

dian press to know that our lives only became endang=

at5 a.m. on Tuesday, October 25, when the Marines bethe rel;
landing in Grenada and it became impossible for u}defmed

leave the island.”

David Kilgour (PC, Edmonton-Strathcona), pa.three
quick visit to Grenada on the weekend of October 29. It habil
interview with the Edmonton Journal (October 31), hesG

.
<

“The vast majority of people | have spoken to in Barbz wish 0!

and in Grenada . . .regard [the invasion] as a liberatic from N
rescue operation and are totally in support of it.”
Efforts were being made to define the terms “pe;
force™ as it would apply to Grenada. On October 31 E){M :
nal Affairs Minister Allan MacEachen said that the Govg;
ment had been in close touch W|th Mr. Ramp; vices

at the present time to constitute a peace-keeping for
the sense that a new force would attempt to interpose ity
between the troops presently on the island. What is |m:E
ded is an effort to help restore constitutional authority; #
the island after forces might withdraw .
Commonwealth presence might take is st:ll somewhat
clear except that it could support an interim governm"
and could assist in the holding of elections at an appro;
ate time.” Sinclair Stevens said that it appeared the ¢.
ernment was “softening” in its plans to send Canadian
Grenada.

On Wednesday, November 2, the United NaW;
General Assembly adopted by a large margin a r\

araguan resolution “deeply deploring” the Grenadiani m? i

vention and calling for an immediate US withdrawal. Ei

NATO allies voted in favor of the resolution while Cand

and Britain abstained. In a statement explaining the Caa.;
dian vote, Permanent Representative Gérard Pelletiers;
that Canada was “not yet convinced on the basis of;
evidence available to us that the invasion of Grenada wa:,
legitimate exercise of the right of self-defence. Nor arev{

ment

. .The form tha§ eaul

(

safisfied that it was consistent with the principle of . |, Bil

prohibition of the use of force in international relation; Cai'\z

Despite that, Canada abstained on the: grounds that “T{
resolution in document L-8 addressed itself in generd,

[
satisfactory form as to what has happened but was deg 1. ! ‘

cient on many of the responsibilities and challanges tfg

await us. We also consider that an opportunity should ha.
been provided for us all to debate this important matter

The following day, in a Member's Statement, Mr. St
vens asked whether the abstention meant that the Gover} CIR
ment had changed its mind, whether it had realized tha;
had been too rash in mmally condemning the mterventlo}

He called again for a review by the Standing Commltteec;
External Affairs and National Defence (SCEAND) on
government'’s handling of the whole Grenadian affair.

On November 22, External Affairs Minister Ma;
Eachen appeared before the SCEAND. He made Grenadtr Gu
the subject of his opening remarks saying that the gover,
ment regretted “that adequate consultations with our CtIk
ribbean allies and the US did not take place before ty

[N

[®)

i

military intervention. What we believed were well-esta:
lished methods of dialogue and consultation did not workj
Calling on America troops to withdraw from the island,
Minister said that his disappointment with the US weuld n§
change the “commitments and objectives we sha¥




‘eswoglobally with the US and other members of the Westem
the CiAliance.” Speaking specifically to Canada's Caribbean
dangrelatiog ship, the Minister said that the “basic premises for
nes bethe xefptionship between Canada and the region, as we
 for Wdefined them in 1980, have been shaken but have not
+d in a fundamental way.” He promised to restart the
a), pa three jnain Canadian projects in Grenada (cocoa re-
r 29, habilifaion and expansion, construction of a Central
1), he%G Unit and a port cargo handling facility) “if that is the
Barbz wish of the new government.” Conservative questioning
)eratio: from Nr. Stevens.and Mr. Bosley condemned the Govern-
" ment for not having stood by the US.
ter in the week, Mr. Forrestall questioned further the
r's response to events in Grenada. He wanted the
rehabilitation project restarted and full consular ser-
Ramp! vices pxtended to those Canadians who were still search-

tintercmiing Grenadian relatives.

g for t the Commonwealth Conference in New Delhi (See
Y0Seis Y — FOREIGN — Peace Initiative) the Caribbean
tisint ers of the Commonwealth who participated in the
thority; can-led invasion of Grenada told Prime Minister Tru-
rm the on November 24 that they remained steadfast that

they had done was right “and they'd do it again.”

swhat
leaders or their representatives, including five of the

vernm:‘t
appro;,
‘theg
adiand

NaticfE
nah
lian in‘-k N
val. Eii ™
Cand
e Caa‘}
3tiers.i
is of trg
da we:,
raref
> o', 1. Bibliography of recent publications on

latlon Capadian foreign relations (prepared by the

ener: rary Services Division).
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“invading” countries, had lunch with Mr. Trudeau at his
invitation. According to various newspapers, a Canadian
official told reporters later that the Prime Minister, hoping to
clear the air, had asked his guests point blank whether they
wanted Canada to withdraw from its traditional role in the
region and be replaced by the United States. The answer
from all seven countries was that, if anything, Canada’s
presence was needed more than ever to act as a “psycho-
logical buffer” to help them maintain some independence
from the United States.

In a declaration on November 27, members ex-
pressed concern at the vulnerability of small states to
external attacks and interference in their affairs. The state-
ment did not mention Grenada by name although the
overthrow of the government there and the subsequent
invasion dominated the Commonwealth meeting. Several
black African leaders at the conference expressed the fear
that the Grenada incident might serve as an example for
South Africa to take military action against them. In a
communiqué which ended the conference on November
29, the leaders said that they looked forward to a Grenada
free from externalinterference and foreign troops and were
ready to consider requests for assistance (Various news
sources).

For the Record
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No. 132 (October 7, 1983) Expansion of GATT Agreement on Trade in

Civil Aircraft.

No. 133 (October 11, 1983) Federal-Provincial Trade Ministers Meeting.

No. 134 (October 11, 1983) Deputy Prime Minister and Secretary of

State for External Affairs to Visit the Middle East.

No. 135 (October 11, 1983) Message of Condolence to the Government

of the Republic of Korea.

No. 136 (October 13, 1983) Canada Ratifies the International
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No. 144 (October 31, 1983) Visit of a Haitian Commercial Delegation in

Canada.
No. 145 (October 31, 1983) Message of Condolence to President of
Turkey.
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No. 147 (November 4, 1983) Official Opening of the Canadian Con-
sulate General in Munich.

No. 148 (November 4, 1983) Minister Allan J. MacEachen to Meet Can-

ada-Israel Committee.

No. 149 (November 4, 1983) Canadian Reaction to the United States
Commerce Department’s Final Determination of Canadian

Round White Potatoes.

No. 150 (November 7, 1983) Export Trade Development Board Second

Annual Report.

No. 151 (November 4, 1983) Canada-Zaire Bilateral Commission.
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No. 152 (November 8, 1983) Trade Development Mission to Australia
and New Zealand.

No. 153 (November 16, 1983) Official opening of the Canadian Con-
sulate Perth, Australia.

. No. 154a (November 15, 1983) Canadian Statement on Cyprus.

No. 154b (November 17, 1983) Official Canadlan delegation to ihe 1984
Davos Symposium.

No. 155 (November 17, 1983) The Minister of State (Extemal Affairs) to
visit Brazil and Colombia.

No.156 (November 18, 1983) Mlmster Regan's Visit to Australia and
New Zealand.

No. 1€7 . (November 22, 1983) Highlights of Trade Mission to Australia
and New Zealand.

No. *“? (Novemnber 18, 1983) Canada-Mexico Arrangement for the
Supply and Purchase of Agricultural Commodities.

No.159 (November 24, 1983) Offidal visit to Canada of Algerian Minis-
ter of Agriculture and Agrarian Reform.

No. 160 (November 25, 1983) Danish Canadian Cooperation in Break-
ing Drug Ring.

No. 161 (November 28, 1983) Canada Announces Extension to Com-
monwealth Military Training Assistance Programme (CMTAP)
in Uganda.

No. 162 (November 28, 1983) Visit by the Deputy Prime Minister and
Secretary of State for External Affairs to Chicago.

No. 163 (November 29, 1983) Canada-Gabon Joint Commission.
No. 184 (November 29, 1983) Meeting with Arab Ambassadors.

No. 165 (November30,1983) Minister Regan Leads Oiland Gas Equip-
ment Mission to Mexico.

No.166 (November30,1983) Convention on International Child Abduc-
tion Comes into Force.

No. 167 (December 1, 1983) Visit of the Honourable Gerald Regan,
Minister for International Trade, to New York.

No. 168 (December 2, 1983) Canadian Delegation to the General Con-
ference on the Agency for Cultural and Technical Cooperation
(ACCT).

No. 169 (December 2, 1983) North Atlantic Council Ministerial Meeting.

No. 170 (December 7, 1983) Agreement with the Federal Republic of
Germany on German Armed Forces Training in Canada.

No. 171 (December 7, 1983) Canada-Gabonese Bilateral Commission
Joint Communique.

24 Supplement to International Perspectives

No. 172

No. 173

No. 174

No. 175

No. 176

No. 177

No. 178

No. 179

No. 180

No. 1

No. 2

No. 3

No. 4

(December 7, 1983) Official Visit to the United Kingdom

(December 7, 1983) Minister Regan Returns from Mexic

(December 12, 1983) Canada Files Third Written Argums
Gulf of Maine Boundary Case.

(December 12, 1983) Canadian Reaction to the United &
Interational Trade Commission’s Final Negative Deter
ticn of Injury in the Anti-Dumping Investigation of Canz
Round White Potatoes.

(December 13, 1983) Diplomatic Appointments.

Mr. Jacques Asselin (54), bom in Montréal, Quebec, as Cz
General in Seattle, U.S.A. He will replace Mr. John Sharpe
has returned to Canada.

Mr. John Peter Bell (45), born in Montreal, Quebec, as Ar:
sador to the lvory Coast with concurrent accreditation to ;
Volta, Mali and Niger. He will replace Mr. Emest Hébert.
Mr. Pierre Charpentier (57), born in Ottawa, as Ambass:
and Permanent Observer to the Organization of Amen
States in Washington, D.C. He will replace Mr. Kem
Williamson whose next assignment will be announced.
M. Erik B. Wang (51) bom in Montreal, Quebec, as Am:
sador to Denmark. He will replace Miss Marion Macpher
who is now Deputy Commandant of the National Defe
College in Kingston, Ontario.

Mr. John Lawrence Paynter as Ambassador to Laos. Mr.P
ter's appointment as Ambassador to Thailand, where f
resident, was announced Septernber 23, 1983.

Mr. Peter McLaren Roberts as Ambassador to Mongolia|
Robertss appointment as Ambassador to the Union of Sx
Socialist Republics, where he is resident, was announced %
tember 23, 1983.

Mr. Witold Maciej Weynerowski as Ambassador to Libyal
Weynerowski's appointment as Ambassador to Tunisia, wt
he is resident, was announced October 7, 1983.

(December 15, 1983) Executive Director of U.N. Institute!
Training and Research to Visit Ottawa.

(December 22, 1983) Canada Presents Claim for $2,100,000
Soviet Union for KAL 007 Incident.

(December 22, 1983) Canada Requests GATT Consultatin
on Newsprint Exports to the European Economic Commun®

(December 22, 1983) Madame Gisele Coté-Harper electet:
member of the United Nations Human Rights Committee.

(January 4, 1984) Trading House Task Force.

{January 4, 1984) The Minister for External Relations to VisitS:
Lucia, Barbados and Trinidad and Tobago.

(January 4, 1984) Surtax on Imports of Certain Specialty Ste¢
Products Imported from the United States.

(January 5, 1984) Diplomatic Appointment

Mr.Kenneth Bryce Williamson (61), bornin Winnipeg, Manito%
as Ambassador to Cuba. He replaces Mr. James K. Bartlem#
who has returned to Canada.

| Canada

|
retan



Shifting to Palestinians
One persons tilt . . . .

Canada and Mideast realities

by David B. Dewitt and John J. Kirton

bwo earlier articles in International Perspectives, as-
briing disapprovingly that Canadian policy was pro-
ael or anti-Palestinian, stimulated this article and its
different finding. The first of those was by Peyton Lyon
df Carleton University in the September/October 1982
Ysue; the other by Paul Noble of McGill University in
the September/October 1983 issue.

In late October 1983 Deputy Prime Minister and Sec-
iy of State for External Affairs Allan MacEachen re-
ded from a lengthy trip to the Middle East. To most
fadians, distracted by the American invasion of Gre-
h and the bombings of American and French forces in
rut, the trip offered few dramatic developments. Yet
sc who took a close look at MacEachen’s activities and
phases found much of note. His visit to Damascus repre-
fed the first ever by a Canadian foreign minister. While

e he indicated that Canada might upgrade its contacts
h the PLO at an opportune time. Throughout his tour he
licly emphasized Canada’s differences with Israel, most
nbly by calling for an initial Israeli withdrawal from
anon. He also expressed sympathy with some Arab
ernments’ positions, in particular through his acknowl-
ement of Syria’s legitimate “interest” in Lebanon.

These new emphases in Canada’s approach to the
Idie East, while important, should have caught no close
erver by surprise, for they represent the culmination
s far of a relentless and cumulatively profound shift in

adian policy toward the region that has been underway
ce 1968. Whether the subject be Palestinian claims,
geli government policies, or UN diplomacy and peace-
eping, the traditional balance in Canadian policy has

iifted significantly toward the view of Canada’s major
ab associates and European allies. To explain this ongo-
shift, and.its current limits, one need not resort to
covering powerful domestic organizations subverting

Canadian national interest or parochial officials and

tersin Ottawa insensitive to the true claims of justice
h_e Middle East. For the answers lie primarily abroad, in
ie influential views of the much broader array of Arab
fuvernments with whom Canada has developed meaning-
bilateral relationships, and in the complex calculations
h which these governments approach their relationships

h their Arab and Israeli neighbors out there.

licy shifts toward Palestinians
Nowhere has the shift in Canadian policy toward the
ddle East during the Trudeau years been more pro-

nounced than in regard to the core issue in the region—the
status of the Palestinian people. Since 1948 Canada has
recognized the plight of the Palestinian refugee community
and accepted its responsibility to support attempts to re-
solve the overarching Arab-Israeli conflicts, as well as to
provide the United Nations Relief and Works Agency with
the means to care for those refugees in camps. But as with
many Arab governments, Canada before 1967 was slow to
conceive of the Palestinians as a viable and independent
political community. As a result Canadian policy was cau-
tious yet judicious, calling on governments to support UN-
RWA and upon all parties to the conflict to compensate and
resettle the Palestinian refugees.

By 1974 the Canadian conception had changed consid-
erably, following the evolution of European, African and
Latin American views in the wake of the 1973 war. In 1974
then Secretary of State Allan MacEachen reaffirmed Can-
ada’s support for Security Council Resolution 242 and
stated that “Any enduring peaceful settlement . . .must
take account of the legitimate concerns of the Palestin-
ians.” From that speech until the tabling of the Stanfield
Reportin February1980, the Canadian government consis-
tently voiced its support for a negotiated settlement which
required the recognition of the Palestinian political com-
munity and, in support of the Camp David Accords, ac-
knowledged the issue of legitimate rights of the Palestinians
in the context of a secure Israel.

The Canadian government took another major step
when Prime Minister Clark accepted the Stanfield Report,
which called for Canada to “broaden contacts with the
PLO” and to “support the Palestinians’ right to a home-
land.” Subsequently Liberal Secretary of State for Exter-
nal Affairs Mark MacGuigan stated that “The legitimate
rights and concerns of the Palestinians have to be realized”
and “that the PLO represents an important element of
Palestinian opinion.” Six months later, in the fall of 1982
after the Israeli invasion of Lebanon, Pierre De Bané, then
Minister of State (External Relations) in External Affairs,
called for Palestinian “self-expression within a territorial
framework . . .Jand] a homeland within a clearly defined

David Dewitt and John Kirton are Associate Professors of
Political Science in Toronto, Dewitt at York University
and Kirton at the University of Toronto. They are co-
authors of Canada as a Principal Power (John Wiley, 1983)
and The Middle East at the Crossroads (Mosaic Press,
1983).




10 alestmmns

. temtory, the West Bank and Gaza Stnp, whlle pomtmg

out that Canada has “never subscribed to the view that the

Palestlmans already have a homeland of the1r own namely
- ordan

" has moved dramatlcally from acknowledgmg the necessity

" of including Palestinian needs in any peace settlement to
holdrng thatsucha settlement must accede, at minimum, to -
a Palestinian homeland in the Gaza and West Bank, and @
‘that the “Jordanian option” is not an acceptable. alterna- - -

. tive. Among senior Canadian foreign policy advisers, there

-islittle argument over Palestinian rights and the need fora

territorial expression. Similarly, they remain firm in their

" belief that the parties to the dispute should determme the
actual form of that territorial expression, just as they re-

. main firm- in their- support for Israel w1th1n adjusted
pre-1967 borders. :
Pohcy slnfts away from Israel : t
‘These far reachmg changes in Canada S conceptron of
‘the Palestinian issue have been accompamed by a much

' ‘more critical approach to. many pohcres of the government

of Israel. Although Ottawa’s general sympathy for the peo-
ple of Israel has remained relatwely stable, Israeli occupa-
- tion of the West Bank, extension of Israeh law to the Golan

Heights, incorporation and annexation of Jerusalem into -

- the unified Israeli capital, Israel’s “Litani operation” in
1978, bombmg of the Iraqi- nuclear reactor, the “Peace for
‘Galilee” invasion in the summer of 1982, and the Israeli

government’s encouragement of new Jewish settlementsin

~occupied territories all provoked direct and strong crit-

icism from the Canadian’ government. ‘While the govern- -

ment has acknowledged its concern about Israel’s security,
about a PLO-dominated Palestinian state, and about the
* broad issue of terrorism, the criticisms of Israel focus on
those actions which' are seen to hinder progress towards a
peace settlement. In contrast, Canada refrained from con-
demning a number of other situations: Syrian atrocities,
such as the massacre of thousands in February 1982 in the
town of Hama; the provocative stance of Soviet-supplied
Syrian missiles in the Bekaa Valley prior to the June 1982
Israeli invasion of Lebanon; Syrian and PLO involvement
in the Lebanese “civil” war of 1975; and Syrian refusal to
withdraw from Lebanon as requested by the Gemayel
government. Nor did the Canadian government condemn
. the November 1983 internecine warfare of the PLO which
held the Lebanese citizenry of Tripoli hostage. For those.
who suggest that the Canadian government has a conspir
‘atorial silence for Israel, this record certainly indicates
otherwise. ‘

Further evidence of this cumulatwe shift in Canadian
policy comes in the record of Canada’s UN votes on Middle
East resolutions over the past decade. During the five years
following the passage of Security Council Resolution 242in
1967, Canada’s General Assembly votes on Mideast mat-
ters coincided with those of the United States about 80
percent of the time, and with those of Canada’s European
Community allies just over 40 percent of the time.
However, 1974 to 1977 brought a dramatic reversal, with

. Canada’s agreement with-the United States — still Israel’s
strongest important defender — plummeting to under 40
percent-and Canada’s agreement with the European Com-
munity skyrocketing to almost 90 percent. On the nar
rower but more fundamental question of the Arab-Israeli
conflict Canada’s votes from 1975 through 1979 placed it
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Tnless than a decade then the Canadran government |

. been strikingly apparent, despite Canada’s conti
- willingness to vote where necessary with the United

~ the war in Lebanon 1t changed from “no to “abstent

« deahng with the phght of the Palestmlans

"mark'has been a; growmg reluctance to give- automyge

E after UNEF’and its Canadran contmgent were un

" months. Desplte ‘Canada’s support for the Camp D

. mldway between .the European Commumty an

- United: States ‘w1th a shrft back toward the latter in

unport ant shifts away from posmons favored by Israe

~and Israel in nnnontles as low as three: In 1980 Can

and “abstention”

“yes” in no fewer than five cases,

Canada cools on peacekeepmg t '
In another traditional’ _UN—related area of Canad
'pollcy o= peacekeepm nada’s. attitude- and acn

support and participation to diplomatic and military
ored by the extra-reglonal great powers

: peacekeepmg role i in the Mideast began as early as 19

Canada accep ed a UN call for partlctpatlon in
DOFI (Golan Helghts) and UNEF 1I (Sinai) following
1973 war, but it 'did so only: after careful scrutiny of
request against conditions Canada had by then develg
regarding the force S mandate authonty, financing, acc

prehensive pohtrcal settiement based on direct nego ¢
tions between the conflicting parties. These stipulati
contmued untll 1978 when to the surprise of its m:

Accords, its by then decade-long attachment to th

“made in Canada” conditions also helped induce Ottaw
reject contributing to the resulting US-sponsored and d
inated Sipai force — an action which most Arab gov
‘ments applauded and Washington regretted. Canada
has remained aloof from the four-power Euro-Amer
multinational force deployed around Beirut, largely on
grounds that the force is not under United Nations auspic:,
and does not have the approval of all important partiest. ‘&
the conflict, particularly in the Arab Middle East. Follo““g
ing this logic Ottawa has remained mute on the value of U}
schemes for a rapid deployment force for the Persian Gt
and Western mediatory involvement n the Iran-Iraq wa

vernm
inister

Policy reversals _ '

These cumulative changes in the Canadian govert
ment’s views on the Arab-Israeli conflict and on factos,
affecting the opportunities for peace in the area can b
highlighted by three separate policy shifts: (1) UN Crim
Congress and Habitat Conference, (2) anti-boycott legisl
tion, and (3) the proposed Jerusalem Embassy move. Whe
is notable is that each represents a counterpoint to the my!
that Canada’s Mideast policy is fundamentally influence
and oftentimes distorted by active and influential Canadiz

T




mterest ~roups of ethnic, rehglous or commercial

hécause the PLO havmg attained
1t10n in the Umted Natlons as the sole

ed to: attend UN -sponsored conferences as ofﬁmal
IVETS. ‘Nevertheless, as a result of pressure from the

ael Committee, other sympathetic domestic in-

st grou the host municipal government (Toronto),
ome parliamentarians, the Canadian government re-

ed and received a postponement. This happened in

pite of advice, to the contrary from cabinet colleagues and
%or public servants. The following year, however, under
thiel same ‘rules of PLO participation and facing similar
mestic efforts to have the government renege on Can-
I's prior commitment, Habitat did take place in Van-
ver with PLO representatives in attendance. The
ernment s perceived international obligations, along

a shift insympathies among some senior cabinet mem-
“miti ated agalnst a repeat of the Crime Congress

‘A second policy shift can be seen in the as yet unre-
ed ¢ ncern with anti-boycott legislation. Inresponse to
1973 ‘expansion of economic relations between
stern-advanced industrialized states (the OECD) and
ab countries, the efforts of the Central Boycott Office in
mascus to increase the discomfort of countries trading
h and investing in Israel became more effective, in
ticular when targetted against countries reliant on Arab
This was exacerbated when dramatic oil price increases
d to enormous economic opportunities for those Western
puntries and financial institutions granted access to the
ab world. By early 1976 the cabinet articulated a policy
ich- gave: emphasis to the development of “mutually
eficial” bilateral relations with all states in the Middle
st, with the new cutting edge being the economic oppor-
ities-envisaged. In spite of substantial evidence from
hin Canada as well as from other OECD members of
irab boycott activities, the federal government repeatedly
isted demands from citizen coalitions and parliamen-
driansfor legislation to counter the secondary and tertiary
pects of the Arab boycott. It did introduce reporting
¢quirements for Canadian firms, and promised to intro-
celegislation only after facing the considerable pressure
I the precedents set by the United States and Ontario
vernments and of an impending federal election. Prime
inister Trudeau’s loss to the Clark Conservatives effec-
vely ended any serious efforts by the Canadian govern-
ent to introduce anti-boycott legislation. Prime Minister
lark got caught up in other Mideast matters and, upon his
cturn to office, Trudeau made a clear personal decision not
0 pursue this issue. Although some effort is still made to
et the promised legislation re-introduced, not only has
is been to ro avail but the responsible ministers have not
- once tabled the data documenting the results of the report-
2ing requlrements of firms subjected to boycott conditions.

Unmoved embassy a further shift

) The third and most widely known policy shift occurred
) uring the short tenure of the Conservative government of
/o¢ Clark. There has been wide speculation and some
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informed discussion concerning why Clark, first during his
election campaign and then in the early days of office,
declared his intent to move Canada’s resident ambassador
in Israel from Tel-Aviv to Jerusalem. Recommendations
from his senior political advisers during the election cam-
paign and his own belief after attaining office that Canada
could contribute to a new momentum in the Camp David
peace process were among the more important causes for
this declared intent. Although the Canadian Jewish com-
munity was divided on this issue, their mainstream organi-
zations had little choice but to support fully the Prime
Minister’s official pronouncement, in spite of the domestic
political costs. The dramatic turnabout by Clark, coming
after the tabling of the Stanfield Report which the Prime
Minister had commissioned in the wake of vociferous ob-
jections from Arab ambassadors to Canada, Canadian pro-
Arab lobbies, senior Canadian banking officials, senior
officers of leading Canadian business, and a number of
parliamentarians, not only damaged Joe Clark and his
party but also tempered the political effectiveness of the
organized Canadian Jewish community. Clark’s decision
not to move the embassy to Jerusalem did not return
Canada’s Middle East policies to the status quo ante but
rather indicated a shift in policy dictated by perceived costs
and benefits of further development of Canada’s bilateral
relationships throughout the Arab and Moslem worlds.

From the corridors of government and the halls of
academe have come statements implying that Canadian
Middle East policy, particularly concerning the Arab-Isra-
eli situation, has not been based on Canada’s national
interest but rather on the narrow concerns of a few vocal
domestic interest groups. Aside from the genuine pos-
sibility that such concerns may be identical to or supportive
of broader foreign policy interests, what might be the
causes of the dramatic shifts in Canadian policy over the
last decade, especially in light of the cumulative record of
the day which runs counter to the prevalent myth con-
cerning an unreasoned pro-Israel tilt?

Causes of shifts

The most direct cause is the changing realities within
the Middle East where economic opportunities within the
Arab world are juxtaposed with an Israeli government
regarded as intransigent and insensitive to the plight of the
Palestinians. In spite of widely understood security con-
cerns and a sympathy for efforts at stemming Soviet influ-
ence in the area, the last decade has witnessed an erosion of
support for Israel due to the Likud-led government’s con-
tinued posture on the occupied territories. Although the
Camp David peace process gave credence to the Israeli
government’s position that occupied territory, settlements,
and even sophisticated military installations were negotia-
ble for peace and normalization, the Begin government’s
decisions to annex and unify Jerusalem and to encourage
-further Jewish settlement in the West Bank areas of Judea
and Samaria have placed the Canadian government on
record as a comsistent critic. In their view, such policies
exacerbate tensions, erode support for the emergence of
moderate Arab leaders who might be in favor of a negoti-
ated peace with Israel, and reinforce the more extreme
positions in the conflict. The 1978 Litani campaign in south-
ern Lebanon and, more dramatically, the 1982 invasion of
Lebanon and siege of Beirut confirmed in the minds of a

~ number of Canadian political leaders the Begin govern-

ment’s uncompromising and expansionist tendencies.
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Although the Canadian government has continued to
support SCRs 242 and 338, the shifting consensus in the
United Nations General Assembly, the European Com-
munity’s Venice Declaration, and the stalling of the Egyp-

tian-Israeli peace process have-tended, over time, to

-encourage and, in some quarters, Iegltlmate €ver more
strident anti-Israeli criti¢cism. Prime Minister Trudeau’s
sharp and direct letters of concern to Prime Minister Begm
during the early days of Operation Peace for Galilee rein-
forced the view of Israel'being led by an incalcitrant, insen-
sitive and aggressive government, paranoid to the extreme
and unwilling to moderate its use of the mlhtary mstrument
to achieve polmcal goals

_ Canadian interests broaden - '

This emergent reality of the Arab—Israeh conflict, as
seen by the Canadian government, provides a partial ac-
count of the changes in Canada’s Middle East foreign pol-
icy. While Israel became, intheir view, an aggressorand an
impediment to pedce, as was the PLO, Canadian Middle
East relations. broadened, with bilateral: dlplomatlc and
economic activity replacmg peacekeepmg as the dominant
Canadian behavior in the region. Since the 1967 experience
of the UNEF withdrawal prior to the Six Day War, the
Canadian government had become less enamored with
their traditional role. Furthermore, the focus of concern
had shifted to the francophone countries of Africa in an
effort to offset the increasingly assertive foreign policy
interests of the- Quebec. government. The expansion of
Canadian aid programs and the development of standard
diplomatic and commercial relations, enhanced Canada’s
emerging bilateral ties with francophone North Africa,
providing a new entrée into the Arab world. The 1970
review, Foreign Policy for Canadians, gave further legit-
imacy to bilaterallinkages by emphasizing the interconnec-
tedness of foreign policy with domestic interests, especially
economic growth. And the changes brought by the dra-
matic rise in oil prices after the 1973 October War made the
Arab world particularly attractive to those Canadian politi-
cal and governmental leaders most interested in financial,
commercial, trade and service opportunities in the lands of
newly found wealth.

These changing economic realities of the Middle East
encouraged most OECD states to penetrate the Arab mar-
ketplace. Canada was no exception. But in addition, the
francophone connection with Third World states provided
a powerful internal incentive, as did the pro-Palestinian
stance taken by the Parti Québécois and the CNTU. The

sympathies voiced by Quebec politicians also affected the
federal Liberal Party, where a minority in the francophone
Quebec-caucus consistently prodded the federal govern-
ment to take a more pro-Palestinian, pro-Arab position.
As the fortunes of the Liberal Party have waned over the
last few years, and as the need to undermine Quebec’s
external initiatives has been replaced by the political neces-
sity of protecting its power base among Canada’s fran-
cophone population, Ottawa has become more willing to
incorporate the distinctive pro-Arab and minority Palesti-
nian perspectives that are the hallmark of opinion leaders
in Quebec and their anglophone associates elsewhere.

Why Canada didn’t shift even more

Despite the cumulatively far reaching shifts in Cana-
dian policy which these forces have engendered, the
question remains as to why Canada has not gone fartherin
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‘toward the Middle East, partlcularly by taklng the

t1ver easy step.of giving greater recogmtlon to the Pz
nians and their leading orgamzatlon voice, the Paleg
Liberation Orgamzatlon Here again the .answers ligg
marily in the realities of the situation in the Middle E
defined by largely local Arab governments and re
transmltted to Ottawa through the latter’s. now well}
veloped array of bilateral channels with these goy
ments. Beneath the rhetoric of Arab unity on
Palestlman question - there lies a range, of concerns
commitments from the duly constituted govermnents in
reg10n This very disarray among Arab statesis reprod
in the PLO — a circamstance which has prevented (.
ada’s ‘commitment to a Palestinian homeland from ass
ing a practlcal form. Canada’s Iongstandlng refusi
recognize the PLO as. the sole legmmate representativ
the Palestinian people was based on serious doubts as to%
organization’s professed moderate tendencies and its 4
ity to'speak exclusively for all those it claimed to repres
These doubts .were reinforced by a knowledge of the
ﬂlctmg Arab opinion on the subject, notably a Jordan
continued to be- ‘wary of an organization it had expelled
1970, an Egypt that was prepared in 1977 to make a natio
accommodation with Irael before PLO demands were
and a Syria whose loyalties lay with one tightly control
faction of the PLO: The wisdom of Canadian cautionin
face of such dlsagreement has been dramatically und
scored by events in the autumn of 1983 when the s
imposed fragmentation of the PLO into warring facti
raised very real questlons about which PLO one was be
urged to recognize. Increasingly neither an Arafat fact
based in North Africa nor a second spokesman for Sy
interests in Lebanon and on the Golan seemed likely
reflect the actual views of Palestinians on the West B
and the Gaza stnp

In such a situation Canada has a helghtened obligat
and now strengthened capacity. tolisten to the views of
inhabitants in these areas. To Canadians who recall t
own history such processes of gaining autonomy and
tionhood are naturally incremental, lengthy, amblguom
and open-ended and defy attempts by other, partlcular
extra-regional, powers to impose preconditions.

pl

Arab states content with Canadian stand

A third constraint on further Canadian action come
from the absence of any strong evidence that most Ara
governments want a radically altered Canadian approac
to the Middle East. At least so far, Arab governments hav
been unwilling to give up the valuable economiic and othe
links with Canada that would be required in order to pres
sure canada on the Arab-Israel dispute. Indeed these link
have flourished in proliferating fashion even as Canadah
refused to accede to the standard array of rhetorical Ard
political demands. Canada’s shift to greater balance in it
policy toward the region has been a consequence rathe
than a cause of these intensified economic and functiona|
linkages (for instance,, Prime Minister Trudeau’s announct-|
ment during his late 1983 visit to the United Arab Emirates;
of the Canadian intention to open an embassy there).

Through such channels Canada has learned not simply
that economic bilateralism can flourish unlinked to views{
on the Arab-Israeli and inter-Arab disputes. More impo




Y, it has le;imégi that Arab governments have many
Higher politiéal priorities which motivate economic ties
The most important is their own third-op-

#i5eh can supply high technology goods and services. But
G motives include the desirability of doing business
th a francophone state, with a generous, relatively non-
ical aid-giving performance, with an impressive record
mpathy on such broader global issues as the North-

h dialogue.
| A final constraint on further Canadian action lies

ganized single interest groups of an ethnic, religious or
mercial character, it has a greater responsibility to

re that Canadian policy lies within the general bound-

s set by:the views of a majority of Canadians from all
resions. And here the public opinion polls on the subject
revealing and remarkably consistent. When asked a

es of questions about the Middle East shortly after the

eli invasion of Lebanon in the summer of 1982, almost
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half the respondents replied “don’t know” or “no opinion,”
suggesting Ottawa has considerable freedom to calibrate
its policy according to the realities of the situation abroad.

More importantly, while a plurality feel the Palestinians
have a right to establish a state as envisaged by the UN in
1947, and feel there would be no peace without a Palesti-
nian homeland, a large majority also feel that Canada
should not recognize the PLO as the official representative
of the Palestinian people. Moreover, a majority reply that
their sympathies still lie more with the Israelis than with the
Palestinians. To be sure the invasion of Lebanon has gener-
ated a shift to greater awareness of Middle East issues and a

greater sympathy toward the Palestinians, and indeed
Ottawa’s policy has tilted in these directions. But its basic
posture of holding open the prospect of a Palestinian home-
land, but not a state necessarily sponsored by the PLO,
reflects the centre of Canadian public opinion on thisissue.

In short, since 1968 Ottawa has done a great deal totilt
its policy in the Middle East to reflect better the distribu-
tion and diversity of views in the region itself. And by that
same criterion, what it already has done is clearly enough
to meet the current realities. '
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Inuit state get;s‘ more autonomy
Impoﬂance to Canada ' :

Greenland home rule and Canada

TR by Stanley C.‘Ing

Canadian intefest 1n the affairs of Gréenland has-al-

ways been peripheral with. one- historical exception. This

wasin 1903, just after the US gained the Alaska panhandle,
and driven by fear of American territorial ambitions, Can-
ada made a concerted effort to preempt the US and to
acquire Greenland for herself. In a secret mémorandum to.
the Earl of Minto; Prime Minister Wilfrid Laurier asked
the British Foreign Office to take up dlscreetly “with the
Danish government and ascertain its views on a proposal
for the acquisition of Greenland by Great Britain for and at
the expense of Canada.” That came to nothing and since
1903 Greenland’s importance to Canada has surfaced only
.in times of war, when Greenland formed part of the strate-
- gic polar route, and in occasional Arctic research.

During these years changes to Greenland’s political
structure had been moving at an accelerating pace, trans-
forming it from a Danish colony to an integral part of the
Danish realm by 1953. This entitled Greenlanders to send
two representatives to the Danish parliament. More impor-
tapntly, Greenland was opened up with the aim of develop-
ing a modern society based on cash fishing instead of
traditional hunting. To facilitate these goals, the admin-
istrative system was centralized and Greenlanders were
relocated in a small number of designated towns in West
Greenland.

The resultmg economic and social upheavals produced
an increasingly disaffected Greenlandic populace which
viewed itself as a mere spectator in its own country. Resis-
tance to Danish reform policies and persistent attempts at
reasserting Greenlandic culture finally convinced
Copenhagen to establish a Home Rule Commission. After
areferendum in January 1979, confirming a wish for greater

autonomy, the Danish Folketing passed the Greenland

Home Rule Act. Under its terms, Denmark continues to
be responsible for foreign affairs, national defence, courts
of law and the police. Denmark is also still required to
make transfer payments, but now, in one yearly block
grant, it is administered by the new Home Rule govern-
ment, as the government in Greenland is known. The areas
. for which the Home Rule government assumes legislative
jurisdiction are mainly of internal concern. These include
cultural affairs, language, the church, education, social

Stanley Ing is a Research Associate in the Research

* Program in Strategic Studies at York University in
Toronto. He visited Greenland in November 1983, and
was assisted in preparing this article by colleague Michael
Slack and by Tony Washington of the Institute for
Research on Public Policy.
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-affairs, the economy, fishing and in January 1985, par i
the Royal Greenland Trade Cornpany

Paradoxes of Home Rule :
. Constitutionally, the division in leglslatlve pow
could.not be more precise and -clear.. Denmark is a s
ereign nation, retains control over the conduct of exte
relations, while Greenland, as part of the Danish Ki
dom, is confined to domestic affalrs In practlce howe
‘strjct-constitutional divisions give way to an arrangem v%«
whereby the Home Rule government has a determin
influence over Danish foreign affairs in areas that h
direct relevance to Greenland. This Greenlandic facto
foreign affairs may be seen, for example, in the Arctic P;
Project (APP) and in the withdrawal from the EEC. On
surface, this-intrusion into foreign affairs by the Ho
Rule government, points towards a devolution of Dau
legislative power that one day might lead to full polit
independence for Greenland.
Seen within the framework of developmental the
Home Rule can be considered a belated attempt by Gre
land to shed its colonial status. However, caution mus
exercised in projecting the future political outcome o
home rule. The Greenland case cannot be explained by it
rigid application of developmental theories, and it woull
be pradent for the international community to understant
Greenland’s peculiar political development in formulatin
its policies towards Greenland. The policies of the Home
Rule government present a complex paradox that at ond
argues for a greater political and economic independence
which at times, borders on sovereign rights, while at th
same time smcerely remammg ﬁrmly within the Danish
realm.
In external relations, thc assertion of Greenlandi
independence is most ev1dent in its vehement opposition
the Arctic Pilot Project and its role in Greenland’s with
drawal from the EEC. The APP is the scheme of Dom
Petroleum and PetroCanada to move liquified natural gas
from the westerin Arctic through Baffin Strait. Thi
provoked an angry and united Greenlandic response, de
termined to safeguard its Arctic fishing grounds from possi
ble environmental damage caused by the Canadian LNG
shipments. ;
During the January 1982 Natlonal Energy Board hear- |
ings in Ottawa, Greenlandic representatives, including |
Finn Lynge, a member of the ruling Siumut Party, made the |
most forceful presentation against the APP. It appeared |
the views of the Greenlandic representatives commanded
greater attention and consideration than those of
Copenhagen. To further assert its leadership on this issue,
and thereby entrench its rights to be involved in relevant

=




ign policy?-' issues; the Home Rule government started
5l ernal public debate on the APP. To no one’ surprise
the opposition.to the project was overwhelming.

ing out of EEC
On withdrawing from the European Economic Com-
iinity, the Home Rule government’s involvement in what
i eoretically foreign policy issues, was even more direct.
i longer acting as concerned Greenlandic citizens, as
had done in the APP hearings, representatives from
thél Home Rule government not only initiated the with-
%%wal process through a referendum in February 1982, but
a]@gg participated actively as members of the Danish delega-
ion in negotiations with-the EEC. Though the Home Rule
does provide Greenland with a role in specific interna-
al negotiations under Sub Section 10-16, the final au-
ority still rests with the central government in
gpenhagen. In this case Greenland was given the right to

al sense it remains an integral part of the Danish realm.
us, despite attempts by Denmark and the Home Rule
ernment to clothe the latter’s external forays in some

of legalist interpretation, Greenland enjoys a degree
foreign policy independence that is unprecedented for
gional governments. This independence is not unre-
stricted, but in areas where Greenland has a critical eco-
fmic o social interest, it is confident that the final course

action will be determined by the Home Rule govern-

nient. In fisheries, for example, the Home Rule govern-
ent makes no secret of the fact that it can terminate
gnotas unilaterally for countries that violate agreed levels,

threat undoubtedly aimed at the recalcitrant West Ger
an fishing fleet. ;
. The assertion of greater Greenlandic independence is
evertheless tempered by consideration of Danish inter-
ts. Policies that adversely affect third parties such as the
ermans, could strain Danish-German relations in other
sue areas. The Home Rule government has gone to ex-
emes to avoid placing Denmark in such a predicament,
especially in view of the latter’s unwavering support of
Greenlandic wishes. This significant impediment may con-
Strict the Home Rule government’s external policy options
ut conversely it requires greater political sensitivity on the
part of third parties, such as Canada, in their formulation
of Danish-Greenlandic policies.
enmark still needed

From a policy perspective it would be easier if further

Greenlandic autonomy were indeed the first step towards
full nationhood. But declared policies by the Home Rule
government and public opinion make a convincing case to
the contrary. Indeed, it could be argued that in agreeing to
become an integral part of the Danish realm in 1953,
Greenland took a more retrogressive step away from com-
plete.sovereignty than would have been the case had it
remained a crown colony. Except for the Inuit Atagatigiit
party,. which at one point advocated full independence,
there is no evidence that Greenlanders wish to secede from
the Danish nation. There are the historical and cultural
bonds with Denmark which even predate British colonial
relations and which serve as powerful incentives to main-
tain the present political status. As well, there is the realis-
tic appraisal, shared by most Greenlanders that severing

Inuit state gets more autonomy

ties with Denmark would leave them economically and
politically vulnerable to external pressures. A nation of
50,000 without a solid economic infrastructure and capable
administrators cannot hope to secure its objectives in inter-
national negotiations.  __ :

The precarious balance between greater autonomy
and continued dependence has so far been successfully
managed. The absence of any fundamental jurisdictional
or economic conflicts with Copenhagen has undoubtedly
made the transition to Home Rule easier to implement. In
both the APP and Greenland’s withdrawal from the EEC
cases, Danish interests were not adversely affected in any
significant way. . :

The ability of the Home Rule government to preserve
the current delicate balance or chart a more independent
course, may in part depend on the outcome of several
economic issues. To date,Greenland continues to receive
an annual block grant from Denmark to cover its operating
budget. While Denmark attaches no conditions to this
grant, which in 1982 totalled $Cdn253 million, Greenland
still feels contrained by this economic umbilical cord to
Copenhagen.

Economic prospects :

In order to ensure the independence and financial
viability of its own policies, the Home Rule government
intends, as a matter of priority, to offset the annual grant
through its own tax revenues and mineral resources. Pres-
ently, the Home Rule government remits annually about
$Cdn7.6 million to Denmark, most of which is collected
from the fishing industry. It is not likely that Greenland will
be in a position to substantially offset the block grant if it
continues to rely primarily on the fishing industry for its
revenues. However, once Greenland does manage to te-
duce its economic dependence on Denmark, it may be
tempted to expand its global trade. This is likely to be done
with a veneer of Danish collaboration but not necessarily
with Copenhagen becoming a direct party to such trade
agreements. The implications of treading further into for-
eign trade are immense and could significantly affect the
direction which the Home Rule government could take.
Already thoughts have been given in some quarters, albeit
not yet seriously, to joining Iceland and the Faeroe Islands
in a fishing association for purposes of regulating quality
and price on the world market.

The day when Greenland will be able to achieve eco-
nomic independence may not be too far off. Oil reserves in
Jamesonland off east Greenland could provide the critical
economic base to enable the Home Rule government not
only to match the block grant, but offer the financial fiex-
ibility to undertake major economic and social programs.
Greenland’s freedom to manoeuvre is restricted only by
the size of the find (which some have estimated to be ashigh
as Prudhoe Bay), and its energy sharing agreement with
Denmark.

Like Canada, energy revenue sharing has become a
hotly contentious issue. Although issues relating to non-
renewable resources were left ambiguous in negotiations
for home rule, it continues to be a source of conflict that
often bubbles up to the surface. Many Greenlanders claim
full ownership of all non-renewable resources but the ma-
jority are content to seek a compromise which nevertheless
would entitle them to receive the lion’s share of the bene-

* fits. Denmark has consistently refused to recognize Green-

land’s land ownership claims and has moderated its views
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Inuit state gets more autonomy .

only enough to accept the latter’s nght of veto of any
exploitation of non-renewable resources.

Potentially, differences over revenue-sharing from
non-renewable resources could be the catalyst that may
force Greenland to reconsider its present status within

Denmark. Even if differences could be amicably resolved

the immense wealth which Greeland will suddenly find
itself in possession of will necessitate new policies very
quickly. ‘

Canadian-Greenlandic relations

Sharing a common heritage in the Arctichas not in the
past brought Canada and Greenland closer together. This
mutual neglect can in part be attributed to two factors: the
need to observe proper protocol by constantly deferring to
Copenhagen; and the fact that while Greenlanders do not
see themselves as part of Europe, they are equally reluc-
tant to look westward towards the North American con-
tinent. The consequent effect is that relations between
Canada and Greenland remain that of distant neighbors
without much direct interchange of trade or people. Thus,
when we speak of possible areas of collaboration and con-
flict between Canada and Greenland, we can speak only in
terms of future potential.

The development of Arctic resources over the last
decade has forced Canada to seek closer ties with Green-
land. Unfortunately, the ill-conceived Arctic Pilot Project
became the focus of this relationship. The heated debates
over the APP and Denmark/Greenland’s refusal to permit
the presentation of the Canadian oil companies’ views to
the Greenlandic public produced an‘atmosphere of mutual
distrust that threatens to spill into other issue areas.

In the area of marine environmental protection on the
eastern Arctic, lingering suspicion has produced a vague
contingency agreement between Canada and Greenland/
Denmark. The feeling in Greeland’ capital (Nuuk) is that
a more specific disaster contingency plan may set a frame-
work for a renewed attempt at implementing the APP. Yet,
a comprehensive environmental protection plan is critical
to ensure the proper development of not only non-renewa-
ble resources in which Canada has such vital interest, but
also the preservation of Arctic fishing grounds on which the
Greenland economy is so dependent.

Closer relations between Canada and Greenland
could become even more evasive should Ottawa decide to
enhance its sovereignty and defence capabilities in the
eastern Arctic. An increased Canadian naval presence in
the Arctic either through the acquisition of submarines or
surface vessels -or installations of military electronic sta-
tions in the region could antagonize a basically passive
Greenlandic society. Although Prime Minister Johnathon
Motzfelt actively supports Western defence, most Green-
landers are opposed to any further militarization of the
Arctic. The recent modernization of American military
facilities in Greenland has provoked increasing resentment
and prompted demands from the Home Rule Assembly,
and even members of the ruling Siumut Party, to demand
full disclosure of American intentions. The increasing fear
of becoming a likely target in the East-West struggle also
found expression in the INUIT Circumpolar Conference
(ICC) where a resolution calling for the establishment of
an Arctic nuclear-free-zone had been passed as far back as
1977, years before the nuclear debate was rekindled in
Canada.

Fishery issues could also strain Canadian-Greenlandic
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Siumut party.”And Greenland’s 50,000 inhabitants

relations but this is predlcated on ‘Canada’s establis};
commercially viable ocean fleet. A competitive Cany
fishing industry that can rely on US trade preference
potentially larger catches could squeeze Greenland o
the lucrative American market. Privately, the Home
government . would: prefer to see Canadian fisherme
main disorganized and uncompetitive. -

Inuit — an international force

Essentially the growing cultural affinity among I
has the best potential of drawing Canada into closer c
eration -with Greenland. Institutional arrangements by
already been established in the form of the ICC, to
mote Inuit economic and socialinterests. It is interesti
note that while the funding of the ICC has come from by

Greenlandic and Alaskan Inuits, the majority of pohnqL In m
leadership has been assumed by Greenlandic Inuits. i &8 - oi wa
thermore, the ICC enjoys strong support from the Hox Januar
Rule government; ICC president Hans Pavie Rosing is i st West
a member of the Home Rule Assembly and the ruly ile Mr

nearly 85 percent Inuit.

/The Canadian Inuit involvement in the ICC throy
the Inuit Tapirisat Canada (ITC) has been more restraing
partly by choice and partly because they have been e
cluded from influential positions within'the orgamzatm
Canadian Inuits have shied away from taking positions th
might be embarrassing to Ottawa and might therefo
jeopardize their own land claims. To the ICC howev
influence within the organization must be commensur
with financial commitments. Despite the fact it represe
the largest group of Inuits, the ITC is the most poo
funded group within the ICC. ITC credibility was som
what restored when it sponsored, with the financial help
Ottawa, the most recent ICC conference in Frobisher B
in July/August 1983. But until the ITC is able to matd}
fundings provided by the other two national Inuit groups
the office of the ICC presidency will continue to eludeit.!

Identifying the possible areas of collaboration and

e withis
as had ¢
orld an
da’s sec

conflict between Canada and Greenland is a much easie . hWt:
task than having to formulate workable policies. Canads wit .iu
could help itself by first recognizing the important role to IX”.m > 4
be played by Greenland in the politics of the eastern Arc q Sl? 15
tic. Further understanding of Greenland’s unique approach Buc ee"
to Home Rule, which attempts to reconcile a desire for runall
greater autonomy with continuing loyalty to Denmark, is ?aturst
critical to Canadian public policies. The important lesson filrgti ;
to be learned from an analysis of Greenland politics is tha wrcs)rl d

on certain issues it has acquired all but in name the instru
ments of foreign policy-making and the acquiescence of |
Denmark in actually using them. :

In order to obtain a better understanding of the extent |
to which Greenland could or would be willing to intrude
into traditional foreign policy areas, Canada needs to es- |
tablish direct dialogue with the Home Rule government,
and perhaps even to institutionalize a loose structural ar-
rangement to facilitate such occasional discussions. Direct
contact between Canada and the Home Rule government,
which is essentially regional in nature, is an obvious breech
of diplomatic protocol and would require Danish consent.
This may be a politically difficult and sensitive undertaking
but the degree to which Greenland has ventured into for-
eign relations is itself hardly within the traditional limits of
international practice.




In mid-January 1983, just twelve months before
unei was due to become fully independent from Britain
January.1, 1984, Prime Minister Trudeau became the
st Western head of government to visit the Sultanate.
ile Mr. Trudeau clearly enjoys travelling to places well
ff the beaten international track and engaging in dialogue
yith their rulers, amajor purpose of this visit was undoubt-
dly to boost. Canada’s insignificant share of the foreign
rade of the country with the highest per capita income in
Asia. His meeting with Sultan Sir Hassanal Bolkiah in
Bandar Seri Begawan, the Brunei capital, in fact came in
¢ midst of an intensive three-week tour of Japan and the
ve ASEAN countries of Malaysia, Singapore, Thailand,
donesia and the Philippines. This journey was designed
0 enhance Canada’s export performance and political pro-
le within the: Asia-Pacific, a region which in recent years
as had some of the fastest economic growth rates in the
orld and which in 1981 actually replaced Europe as Can-
da’s second largest trading partner. Even in times of world
epression, the area is still, as the cover story on a recent
ssue of the Far Eastern Economic Review put it, “where it’s
t.” ‘

mall population, big income

While Brunei is tiny in size and population compared
ith such regional giants as Japan and Indonesia, its eco-
nomic and strategic importance within Southeast and East
1 Asia is considerable. According to the latest census con-
]ducted in 1981, its population was only 193,000. However,
| Brunei’s earnings from the export of crude petroleum and
| natural gas are substantial. The state is Japan’s second
{ largest supplier of liquefied natural gas (Indonesia is the
first) and Shell Oil is-reputed to derive 20 percent of its
worldwide profits from its Brunei operations. In 1981
Brunei’s trade surplus was over $US3 billion and itnow has
foreign reserves totallying at least $UUS10 billion. The inter-
est alone on the national consolidated budget surplus ex-
ceeds current government annual expenditures, and, at
present rates of production, oil and gas reserves should last
at least twenty-five more years. In 1980 the per capita
Income was generally estimated to be about $US12,000 but
several sources put the 1983 figure in the $20-25,000 range,
which makes it one of the highest in the world. _
the $20-25,000 range, which makes it one of the highest in
the world.
~ Because the economy revolves so heavily around the
mining sector, there is a shortage of skilled labor in other
fields. Little is manufactured locally and many items have
tobe imported, including about 80 percent of food require-

Now independent

But democracy lags

- Brunei — newest and richest
ko n Asia

by Bruce Burton

ments. The approach of independence stimulated an im-
mense construction boom and a consequent influx of for-
eign workers. A magnificent new royal palace has been
erected on a hilltop overlooking the capital, by whose side,
according to a correspondent of the Fur Eastern Economic
Review, “Britain’s Buckingham Palace would be about as
imposing as a maisonette.” New schools, roads and govern-
ment buildings such as the Ministry of Foreign Affairs
complex, have all been going up at a rapid pace. There has
also been considerable expansion in the telecommunica-
tions sector, a field in which Canada has considerable ex-
pertise. It was hardly surprising, given all this oil and gas
wealth, intensive economic activity and potential for Cana-
dian exports, that Mr. Trudeau and his aides agreed on the
desirability of at least a brief stopover in Brunei during the
Prime Minister’s 1983 journey to Asia.

The significance of the geographic location of the Sul-
tanate probably did not go unnoticed either by the tour
planners. Present day Brunei consists of two small enclaves
which are situated on the north coast of the island of
Kalimantan (formerly Borneo) and face the strategically
important South China Sea. These are separated from each
other by the Limbang district of the East Malaysian state of
Sarawak which entirely surrounds Brunei on the land side.
Sabah, another Malaysian state, and Indonesia, also share
the island. In its golden age in the early sixteenth century,
the Brunei Sultanate dominated the coastal areas of
Bomeo (a name actually derived from “Brunei”) and its
influence extended into the southern Philippines. At one
point even Manila fell briefly under the control of the
Sultan. However, Brunei’s power receded in the face of
European colonial expansion and by the end of the nine-
teenth century the Sultanate had become a British protec-
torate and been reduced to its present size.

Brunei at independence

The Sultan made it clear in his talk with Mr. Trudeau
that shortly after Brunei obtained full sovereignty in Janu-
ary 1984, it expected to become the sixth member of
ASEAN and also to be joining the United Nations and the
Commonwealth. In addition, Brunei will probably seek
membership in the Organization of the Islamic Con-
ference. While recognition and acceptance by any of these
intergovernmental organizations would help to confer
international legitimacy on Bruneis claim to full state-
hood, it is the ASEAN connection which will likely prove

"Bruce Burton teaches political science at the University of

Windsor.

27

A 4




Now mdependent

to be the most important for the Sultanate. Only a few
years ago, the legacy of tension and uncertainty left by the

alleged Indonesian support of the 1962 Brunei rebellion

- and by overt Malaysian dissatisfaction with Brunei’s failure

to join the Federation in 1963, led many to wonder whether-

the Sultanate could long survive as a separate state.. The
fact that both Jakarta and Kuala Lumpur are niow prepared
to endorse. Brunei’s application for membership of
ASEAN marks a significant change in Brunei’s favor in the

political climate of its regional environment, and the -

Sultanate is now unlikely to meet with a fate similar to that
of the former Portuguese colony of East Timor, which was
invaded and annexed by Indonesia in 1975-76.

_ASEAN membership should also enhance Brunei’s
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Brunei and Neighbors

position in the global international system, since within the
last few years the ASEAN five have become a major force
in world diplomacy and international economics, cultivated
by the western states and Japan and by China and other
Third World countries. Though Vietnam is by far the
strongest military power in Southeast Asia, the ASEAN
bloc’s greater diplomatic power prevails with the United
Nations, and so Hanoi has been thwarted in its attempt to
"gain international recognition of its client regime in
Kampuchea.

Economic base: oil
While Brunei’s entry into the ASEAN framework
should certainly ease the Sultan’s concerns about the se-
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- Malaysia about continental shelf and Exclusive Econo
" Zone maritime boundaries. So far as its economy is ¢

curity of the state and increase the diplomatic clout of
government, it will not solve -all his problems. Bruy
long-standing claim to the lebang salient, at prey
administered by Malaysia, has not been abandoned
disputes could develop with other neighbors as well asy

cerned, Brunei is likely to remain heavily dependen
overseas sales of crude oil and liquefied natural gas, w
together make up nearly 99 percent of all exports. C
modity export dependence is accompanied by market
pendence: about 70 percent of these exports go to Ja
Past attempts at diversification of the economy have
met with much success, and any future efforts couldy
hampered by feelings of anxiety among the ethnic Chi
minority about their status in post-independent Brunm‘
According to the 1981 census, theéy comprise only 20 ps
cent of the total populatlon but they play a crucial rolej
the local:labor force and’in commerce. Very few of then}
have been, or are likely to be, granted c1t12ensh1p, and th
uncertainties about their long term position has alreadys
some to emigrate to Canada, Australia or Singapore.

Brunei is also greatly reliant on 'its relationship with
major transnational corporation, Royal Dutch Shell. Ti
has been a dominating force in the local economy since th
discovery of the Seria oilfield in 1929, though the Brun
government has been seeking to reduce this' dominanceb
allocating offshore exploration concessions to smaller
companies and by enacting new legislation "designed
make it an equal partner in future ventures with foreigno
companies. In fact, Brunei Shell Petroleum is already
fifty-fifty joint venture between Shell and the Brunei go
ernment, while ownership of Brunei Liquid Natural Gas
evenly spht among the government Shell and the Mi
subishi Corporation of Japan. This dependent relationsh
on an-oil major is also not without certain security benefi
for the Sultan. The British, who maintain “a substantil
stake in Royal Dutch Shell and whose troops put down the}
1962 uprising, have agreed to keep their battalion of|
Gurkhas in Brunei after independence. However, Londa|
is adamant that the battalion should not be used to help|
maintain internal public order, and the Gurkhas will con-}|
tinue to be based at Seria, with their role limited to the
protection of the oil and gas fields.. ,

The state’s own armed forces have actually been con
siderably strengthened since 1962. The Royal Brund
Malay Regiment now has two well-trained army battalions
supplied with Scorpion tanks, a naval flotilla with patrol
craft equipped with Exocet mlssﬂes and an air wing with
least six helicopter gunships. In addition, there are the
Royal Brunei Police, numbering about 1,750, and the Sul
tan’s own 900-strong praetorian guard of retired Gurkhas

and British officers. But however well-equipped and ni- mE
merically strong they are, military and paramlhtary forces ﬁg?t\t,t?
cannot in the long run successfully defend a regime which G
lacks popular support. %ng
Democracy still stifled : new

It ishard to gauge the degree of grassroots support for |- gnglkel

the Sultan’s autocratic rule. Both the present and previous
Sultans have taken care since 1962 to share a good portion |
of their country’s oil wealth with their subjects. Not fo
nothing has Brunei been dubbed the “Shellfare State.’
Undoubtedly Brunei Malays are materially well-off, with




2 schooling, free medical treatment, no taxes, 44,000
{ate cars, 30,000 television sets, and a generally high
dard of living. The Sultan too, has reportedly sought to
¢ himself personally accessible to his subjects.
On the other hand, a State of Emergency has been in
L ever since the abortive 1962 uprising that was led by
A [adical Partai Rakyat Brunei (PRB or Brunei People’s
Patty), which had just won all the elected seats in Legisla-
Council.elections. The PRB is banned, its leaders are
xile, and some of its members are still heldin detention.
ew Internal Security' Act came into effect in 1983 that
¢s the government the power of renewable preventive
ention. The Legislative-Council remains but it is nomi-
ited by the Sultan. It is not surprising that several com-

D

Now independent

mentators have raised the question as to how such a
situation can last, and whether absolute monarchy on the
Persian Gulf model is an appropriate form of government
within the contemporary Southeast Asian setting. Thou-
sands of young Bruneians arenow studying abroad and the
coming of independence may well bring with it increased
political awareness.

However, if the problems arising from the nature of
the present political system can be satisfactorily resolved,
the long term prospects for Brunei look favorable. It is
undeniably a ministate, but there are at present eleven
members of the United Nations with populations smaller
than that of Brunei, and there are relatively few UN mem-
bers of any size that can match its financial strength. [
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ities. But that's just the beginning. OXFAM helps
fight the causes of poverty, preventing problems,
not just patching-up.

Three members of parliament saw
OXFAM swork in a refugee camp in Honduras.

elr comments: -

“Thousands are fleeing brutal, repressive
wars with nothing. Now refugees are building
new lives. Making clothes. Producing clay

and write for the first time.”
—Joe Reid PC ME: St. Catherines

“Growing food for themselves is vital. Third
world people want to be sell-reliant. It fills me
with hope.”

—Rev Dan Heap. NDP MP, Toronto

From the refugee camps of Central
Americato the new nations of Southem Africa.
OXFAM-Canada is an effective way to help.
And it's easy. Phone toll-free. Or write today.
Your tax deductible donation to OXFAM-Canada
will make a difference.

CANADA

cooking pots. Weaving hammocks for the sick
to sleep in.”
—Warren Almand. Lib. MR Montreal




Still fighting the invader
And making him pay

by John R. Walker

It is difficult to get a true picture of the unequal war in
Afghanistan without visiting its beautiful but unforgiving
terrain and watching its courageous and tenacious people
under the savage modern war conditions that have per
sisted now for over three years.

When [ last visited Afghanistan in January 1980 it was
to listen to the defensive rantings of Babrak Karmal in
support of the invasion by 85,000 Soviet troops and to race
around what parts of the country the Russians had still left
free to visit, to talk to-a dismayed people, and to see the
vast encampments of arms that Moscow had built up in a
couple of weeks to help defend their socialist brothers from
their own people.

It had been only just over a year before, in November

1978, that this correspondent in Kabul had asked Hafizulla
Amin, then foreign minister, whether he understood what
proletarian internationalism or the Brezhnev Doctrine
really was. He did not, for he talked of socialist brother-
hood and Afghan independence. He died a year later,
executed by his socialist brothers when the doctrine was for
the first time extended to a non-European country.’

The Afghan people now have had three long years to
learn how the Brezhnev Doctrine operates to preserve a
socialist government and Soviet national interests. As a
result, a fifth of the population has abandoned the country
and the majority of the rest have settled into a prolonged
guerrilla war against the Soviet occupiers.

Russians, meet the mujahideen

During the first two years, the Russians seemed to be
attempting to conquer and occupy the country, so they
were fighting a largely land-based war against a hit-and-run
opponent. They found that increasingly difficult and costly.
The best publicized example of this was the mujahideen (as
the Afghan fightersare called) action in the Panjsher valley,
northeast of Kabul, where guerrillas under a brilliant com-
mander, Ahmed Shah Massoud, defeated six separate Rus-
sian efforts with over 20,000 troops to occupy the sixty-mile
long valley under the Hindu Kush range.

One of Massoud’s chief lieutenants, Abdul Wahid,
whom this correspondent met in Peshawar, Pakistan, a year
ago where he was getting a new artificial foot, had de-
scribed how Massoud organized his territory in military
districts, each run by political, military and economic com-

Afghanistan — a visit to the front

. supported Russians.

_ holding in late 1983, while his men carried out strike

John Walker is Foreign Affairs Analyst for Southam
News. He made his second visit to occupied Afghanistan
in October 1983.
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mittees, and with his forces divided into local defende
commandos, and special-strike forces. His organizat
and ‘military tactics had baffled the better armed and

This year the Afghan forces, with Russian approvi
signed a six-months’ truce with Massoud. The Russiar-
could not afford to station 10,000 troops in that valley, eve[
if it was so close to the vital Salang Pass, main route ;
Russia. Massoud needed the time. to get in a -harvest fo, 5
food and to re-stock with weapons. This truce was st

against Soviet posts outside the valley.

- According to Bahouddin Majrooh, respected editor
the Afghan Information Centre bulletin in Peshawar i
Pakistan, the most teliable news centre in this politicall
fractious mujahideen centre, Massoud has become s
effective that other guemlla :.commanders from aroun!
Afghanistan have been going to the Panjsher valley to lean
his methods of warfare. Ma]rooh pointed out that on
reason Massoud had had to sign the truce was becaus
another mujahideen group; the ultra fundamentalist Hezbe
Islami in two neighboring valleys,-had been harassing hi
arms supply routes and cutting off food supplies. As,
result Massoud’s men took control of one-of these valleys,| -
the Andarab, north of the Hindu Kush which runs out neary
the northern end of the Salang pass and tunnel.

War grinds on ; ‘ '

Elsewhere in Afghamstan the Russians appear to be}
avoiding ground confrontations where possible but have|
been increasing their air strikes, their helicopter gunship
harassment, and ocecasional paratrooper attacks to wipe
out villages that are rebel centres or food supply centres. |
This kind of -action:has been particularly heavy in the
provinces around Kabul, because mujahideen activity
there has been especially successful in ambushing military
convoys and hitting army outposts. Majrooh said there had
been fewer reports of straight burning of Afghan crops this
year, but the general havoc was such that crops were just
rotting in the field, if they had ever gotten planted in the
first place.

It is harder to obtain information about the fighting in
the northern provinces along the Russian border, because
few journalists have been there and mujahideen reports
take a month or more to reach Peshawar. Aside from
Kunduz, through which the main supply road to the Soviet
Union runs, the province of Jozjan to the west is perhaps
the most heavily garrisoned by the Russians because this is
the site of the natural gas wells, whose gas is piped direct to
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Soviet Union'at Russian-imposed prices to help finance-
ir war in’ Afghanistan. Mujahideen are reported to be
Aticularly active in Herat and Kandahar cities in the
Zitern borders, making life in these centres continuously
+vardous for the Russian occupiers and their puppet gov-
s ment troops.
4 One of the more unique developments this fall has
en taking place in Paktia province, on the Pakistan
der southwest of Peshawar, one of the most important
ply routes for the mujahideen in various regions of
ghanistan.ﬂF:_Ovaugust onwards, the Pathan tribesmen
¢ managed to coordinate their activities, move out of
hggir mountain hideouts into the valley plains and organize
njor sieges of three Soviet military centres. It was this
%a that T visited at the beginning of October, just after
nemilitary base in the Joji area, called Sarai, had fallen to
ujib siege of more than a month. The biggest battle was
ing on around the base town of Khost (also known as
atun), although a fierce siege was mounted south of there
found the military base at Urgun.

{ guest in Khost ’
Acouple of days spent under the bombing and shelling
the huge Khost: valley gave one a small idea of the
nditions under which these fighters, without heavy weap-
s or tanks; with little air defence, had managed to knock
forty-two: government military outposts, and move up
e flat plains and dried out river beds to the outskirts of
ost, a town 0f15,000. The mujahideen had managed to
t off, with persistent ambushes, all roads to the town, so
at the Soviet and Afghan government troops could only
e re-supplied by air, landing transport planes on the one
avel runway at the north end of town. This was not the
ormal hit-and-run attack, but a setpiece battle that has
riven about 12,000 people out of the valley, abandoning
eir devastated villages and their unharvested crops.
Every day, just after dawn, the mujahideen abandon
¢ village mud huts where they spend the night, and head
r the caves and foxholes around Khost in anticipation of
e arrival of the MIG-23s from Kabul. Anywhere from
ve to twenty of these jets then bomb the villages and
ossible mujahideen hiding places, four or five times a day.
soon as the planes depart, the Soviet heavy mortars and
tillery open up from inside the besieged town, and the
-24 helicopter gunships take off to rocket the guerrilla

- llines, hoping to catch the rebels in the open. Occasionally

tanks issue forth, with less successes, against the nearest
enfrenched positions. Yet the mujahideen continued to
probe the town’s defences, fighting into the bazaar on the
edge of town, harassing the garrison throughout the night,
seeking to capture or destroy the runway, armed only with
their Lee-Enfield rifles, their captured Kalashnikovs, their
Soviet RPG-7 anti-tank missiles, their few grenade
launchers and hand-held mortars, and a scattering of heavy
machine guns and Dashaka anti-aircraft guns. They are
always running short of ammunition and food, and they
have little in the way of medical aid.

Soldiering on

As Brig. Rahmatullah Safi, chief military adviser to
the mujahideen groups besieging Khost, told this corre-
spondent, “We need mine detectors, radios and walkie-
talkies, medicine and medical aid, as well as good ground-
to-air heat-seeking missiles for those jets and helicopters.”
This professional soldier, graduate of Russian, British and

Still fighting the invader

American military schools, was proud of the mujahideen
there — fighting as tribal units rather than the political
factions of Peshawar — had proved that man-to-man they
were as good as the Russians. But the Soviets still control-
led the air and had the biggest guns and the sophisticated
mines that surrounded the town. The morale of his esti-
mated 5,000 troops was high, even while living on nan, tea
and rice most of the time, and often having to ration his
ammunition. But as he pointed out, trying to coordinate
such an operation in a valley of 150 square miles, it often
took a day or more to get messages and orders around the
units. And he admitted that if they were able to capture
Khost before the winter snows fell, they could only destroy
it so the Russians could not use it, because they could never
hold it against air attacks.

This is the grim reality behind the war in Afghanistan.
Every mujahideen commander that this writer has talked

~ . Panishir Valléye }“’:\

" TBad *Chari —
A“%t”"q < Kabul .Chank_ar Khyber Pass .
- wis Peshwar India
Parachinar =N

Afghanistan Fighting Zones

with over the past two years has complained about the
shortage of the weaponry that could make their war a more
even contest with the Soviet occupiers. Despite the as-
sistance that the Americans are supposed to be supplying
through Egypt and that the Chinese are providing, the
amounts that actually get through still appear to be mini-
mal and do not include much that these brave people need
to battle the modern armory of the Soviet Union. Many of
the mujahideen are convinced that the Pakistani military
are siphoning off many of the weapons now coming in from
abroad. No Afghan is allowed to inspect the clandestine
arms pipeline through Pakistan. And as one mujahideen
commander told this reporter, “The Pakistanis gave us
captured Indian arms and old weapons, not any new ones.”
Another recounted how even when they went down to
Darra, the traditional Pakistani arms factory town near
Peshawar, a five-hour drive from the Afghan border, it
often took four days to return, because they had to “dis-
cuss” their purchases with every Pakistani police control
post en route — a costly journey in rupees. Others said they
felt sure some of the weaponry was being ripped off in
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up in the markets of Peshawar, Rawalpmdl and Karachl

: Paklstan role o ' e g i
- The military government of Pre31dent Zra ul Haq 1s of' 1
course, in a difficult position. There are nearly three: mﬂ- :

lion Afghan refugees in’ camps all along the border; an

economic and: political .burden on a ‘country already
frought with domestic unrest. While General Zia undoubt- -
edly wants to help the mujahideen fighters, he also wantsto
maintain some ‘'semblance ‘of neutrality,-so ithat the Rus--
sians on his-border do-not; complicate his problems by
stirring up trouble among the restless Pathans and Baluchs
in his tribal areas: He also has to walk a diplomatic line in

order to encourage the sputtering peace talks now going on
with UN assistance between Pakistan and the Afghan gov-
ernment. A successful conclusion to those talks would

mean that those Afghan refu gees in Paklstan could return-

home

“But for 2 any peace talks to. be successful the Afghan:

mujahideen must also be represented .and after three
years of war, they still have not been able to unify their

various groupings in the pohtrcal field, the way they. are

beginning to do on the battlefield. At present there are two
alliance groups in Peshawar, the so-called fundamentalist
alliance of six traditional Moslem factions and the so-called
moderate alliance containing three parties. But the domi-
nant leaders in these alliances will never subordinate them-
selves to the other, unless some outside leader can be
found. The latest effort to solve this problem has been
negotiations with former Afghan King Zahir Shah, who
has been in exile in Rome since he was ousted in 1973.
Despite the fact that he first called on the Soviet Union to
train his officer corps, he is still regarded with respect by
many Afghans; as was evident during my irip there, and he
could, perhaps act as a symbolic leader if all the factions
could agree. But at least one, the ultra fundamentalist
Hezbe Islami, is opposed, even though the king has
pledged not to try to get his throne back. Until the mujahi-
deen can develop a unified political position or a united
government in exile, negotiations for peace are unlikely to
succeed. .
What it takes to win

In the meantime, the war drags on into its fourth year,
with the Afghan guerrillas managing to control the coun-

tryside, and harass the major cities of Kabul, Herat, Kan-
dahar and Jallalabad, while the Soviet Union and their

32 International Perspectives January/February 1984

bazaars just as some of the Afghan refugee rehef aid wmds‘ :

" some selling of weapons to the mujahideens. But the Ry

- Soviet Union to crush its own Moslem insurgents, f

. puppets hoId the big. c1t1es an | owns and control the 4

There are many reports of poor morale ‘among the
scripted Soviet sold1ers, hlghhghted by reports of drug
alcohol abuse among the troops, some ‘desertions and ey!

sians can perhaps afford to be patient, as they decimate thf
people and devastate the land. Although they have bey/

to admlt in their own press the difficulties and casualf
this ‘war is causing, they do not as yet have to bow|
domestic pressure against the war. It should be recall
that sixty years ago it took nearly a decade for the ng

Basmachrs into final submission. Ironically, many of
‘sons of those Basmachis who fled the Soviet Union, )
tough Uzbeks, Tajiks and Turkomen today are ﬁghtmg
mujahideen in:the Afghan provinces of Herat, Faria g
Balkh and Badakshan creating constant havoc for Russi y Gera

were crushed in the 1920s before the invention of t
In'E

helicopter gunshrp, the MIG fighter-bomber, the mode
sopmstlcated mine and the heavy tank that the Russian 1939-
are l;smg today to try to smash opposition in Afghanista Publ.

There is no gainsaying the courage, tenacity and Mosle
faith of the Afghan fi ghters, and their history proves th
have always maintained their 1ndependence But the Rus}
sians appear now to be counting on time and constan}
military pressure to make life in the countryside impossi|
ble, destroying the food supplies, ruining the villages, driv}
ing the families out of the country and thus putting pressure
onthe menfolk eventua]ly to calla halt In theverylongrun|
that might work.’ SRS ; hese @

But tight now, the question Canadlans Americarns ctly w
and other Westerners should be asking: themselves and
their governments is why they are not helping these brave
people more, and thereby maklng the Soviet Union bleeda
lot more for its unjustified invasion of an independent,
peaceful, non-aligned country. These governments should
be putting the pressure on Pakistan to force the political
mujahideen-to unify their resistance so that real peace
negotiations could be held. These governments should be
working out some means to ensure the weaponry that is
béing sent ‘to Pakistan is actually reaching the Afghan
fighters. For unless the mujahideen obtain the kind of
supplies they: need, such as anti-aircraft missiles, mine
detectors, radio communications equipment and medical |
supplies, the present stalemated but unequal war could }.
eventually become a Soviet victory.




orgotten men of World War 1T
y Ge,r!ald ,Riegan:_

Ibr‘tviEnemyb '-Ha'nds: Canadian Prisoners of War,
. 1939-1945 : by . Daniel Dancocks. Edmonton: Hurtig
Publishers Ltd., 1983, 303 pages, $19.95.

The cover-of Daniel Dancocks’s book shows a despon-
ent figure, head in hands, wrists chained together, sitting
etween two rows of barbed wire fencing. Throughout this
ery well docimented book, one never totally loses sight of
jthat despondency. As one prisoner of war in Germany
Jrecounts — “You’ve probably been at the zoo and seen
{these-animals walking around along the fence. That’s ex-
Jactly what-we did. Circuit bashing.”

Some of the most tragic accounts were recalled by
{ Canadian soldiers who fought and were subsequently cap-
tured at Dieppe. From the detailed statements given here,
one senses that many of these soldiers were recalling the
event-asif'it had occurred just yesterday, not thirty-eight
years before. -

The way in which the book is organized, separating the
histories of those POWs in Germany and those held in
Hong Kong, leaves the reader with little doubt as to which
group received better treatment. While we catch a glimpse
of some humor as Canadian prisoners of war try to frustrate
the German guards by playing tricks on them, in Hong
Kong there are no such humorous interludes in any of the
POWS’ accounts.

At the mercy of their captors, these extraordinary
Canadians were forced to adapt to situations in which many
of us today might well imagine impossible. A surprising
common thread we find woven throughout many of the
POWS’ experiences was their immediate determination to
escape. Given that many of them were still in their teens,
that they were deep in an alien land with little or no
knowledge of the language I feel this demonstrates a
remarkable “homing pigeon” instinct, attributable to their
strength of character.

The strength of character exhibited by the prisoners of
war 1s revealed throughout the book. The incident [ re-
member most is the one in which the Germans, learning
that their German prisoners of war were being treated well
in Canada, decided the Canadians should be given some-
what better treatment and offered them their own camp
with a few more amenities. The Canadians refused unless
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all other POWs were given the same treatment. In a similar
episode, the reply was simply, “No. We’re Allied prisoners
of war.” .

Mzr. Dancocks describes Canadians prisoners of war as
“the forgotten men of World War IL.” If this, in fact, is true,
the author goes to great lengths to remedy the oversight by
gathering together the personal recollections of more than
160 of the 9,364 Canadians held in captivity during the War.
In these recollections lies the strength of the book The
POWSs’ own personal accounts of their experiences during
this period were not only descriptive and informative, but
very worthwhile reading for those who know little of this
important period in our history.

The only criticism I would have of the book is its
fragmented nature which, at times, gives one the impres-
sion that it is a series of disjointed recollections. Who was it
that said New York has six million stories? By the same
token, everyone who became a prisoner of war had an
experience worth recounting.

A poignant account, In Enemy Hands delves into a
wide range of human emotions.

The Hon. Gerald Regan is Minister for International
Trade in the Government of Canada.

Mr. Minister and Mr. Secretary
by Robert J. Jackson

Governments Under Stress by Colin Campbell.
Toronto: University of Toronto Press, 1983, 388 pages,
$324.95.

Governments Under Stress is a study of executives and
decision-making procedures in three countries. It exam-
ines American, British and Canadian strategic planning
structures, especially the central agencies. There are three
quite different approaches in the book, each of which has
its own merits and demerits.

The first approach is a theoretical treatise about ex-
ecutive leadership in general. This consists of a discussion
about how governments arrange their priorities to make
decisions, especially under stress. This discussion is found
in Chapter 1 and the conclusion. In these parts of the book
Colin Campbell (a Canadian at Georgetown University in
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Washington, D.C.) faises'interestihg points about the

styles of chief executives and examines the importance of -

secular trends, megacycles, termcycles and the partisan.
situations leading to major decisions. On the whole, the
author finds the Canadian system deficient. For example,

he gives the British high marks for providing countervailing .

views to the bureaucracy compared to inadequate efforts
by Canada and the United States in this regard.

Most of the book, however, is about the defaﬂs of

making economic:and ﬁscal pohcy in the three countries.
Basically, what Campbell does is to review organization
charts or tabulate the structures and personnel which make
economic policy. He discusses personnel management, ex-
penditure budgets, accountability, career patterns and so
on. ‘ :

The basic problem is that the fundamental ideas dis-
cussed at the outset of the book are not used to organize
what follows, so that the volume is somewhat incoherent
and lopsided. Much: of the remainder of the book is a
summary-of an earlier volume by the author and George
Szablowski, Superbureaucrats, which made a distinct and
remarkable contribution to the literature on' political sci-
ence in Canada. The trouble is that the data from Super-
bureaucrats has not been revised. The-author compares the
1976 data with subsequent studies that he carried out in
Britain and the United States. Unfortunately the reader
finds there are excellent data from the Superbureaucrats
(which are out of date) compared with other data from
Britain and the United States (which are more recent and
to some extent more interesting and novel), but which are
based.on small samples and are therefore less representa-
tive of the higher bureaucracies in Washington and
London.

The book lacks both a theoretical basis to appeal to
academics and a glossy format for the mass public. It will,
however, appeal to insiders in Ottawa, Washington and
London who want a snapshot of how their counterparts
handle their responsibilities.

<

Robert J. Jackson is Professor of Political Science at
Carleton University in Ottawa.

Defending defence
by Peter Ward "

Canada’s Maritime Defence, the Report of the Sub-
Committee on National Defence of the Senate Stand-
ing Committee on Foreign Affairs. Ottawa: Minister of
Supply and Services, 1983, 129 pages. .
War in the Eighties: Men against High Tech edited by
Brian MacDonald. Toronto: Canadian Institute of
Strategic Studies, 1983, 162 pages, $10.90.

The Canadian Strategic Studies Review 1982 edited by
R.B. Byers. Toronto: Canadian Institute of Strategic
Studies, 1983, 148 pages, $11.80.

As Prime Minister Pierre Trudeau was beginning the
Asian leg of his peace plan promotion travels, some unkind
things were said in New York about Canadian effortsin the
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- field of collective defence The remarks were attribute

_ efforts to promote peace: The Canadian defence effort

least half-a-dozen ‘publications had been produced whi

senior US defence officials, who preferred to remain
identified. Their comments, widely distributed in Cang
the US and Europe, certainly did not please Mr. Trud
In Japan and Bangladesh he told reporters that the A
ican officials from the Pentagon were “third rate,”
could not be expected to have a very constructive viey

quite sufficient’, thank you, he said; and back home, E
nal Affairs Minister Allan MacEachen agreed, poin
out that none of our NATO allies had criticized Cana
defence efforts — at least not publicly. Defence Minis
Jean-Jacques Blais was equally quick off the mark to affiy;
that Canada’s contribution to the collective western ¢}
fence was as it should be, and getting better.

The fact that most of Canada’s media left those stat
ments unchallenged demonstrates that few reporters rex
academic journals about defence, or for that matter, evw
parliamentary reports on the subject. Within six monty
previous to the beginning of the Trudeau Peace Push, ¢

condemned Canada’s defence contribution as inadequat;
and-one or two'of them even charged that stingy westen
defence spending on conventional weapons — the Can
dian case — 1s respon51b1e for helghtemng the danger
nuclear war.: . ;. .

The Senate ] Standmg Commlttee on Forelgn Affai
has a Sub-Commiitee investigating the various aspects
Canada’s defence policy. The Sub-Committee explorin

Canada’s Maritime Defence reported in May 1983 with Th
blockbuster volume chock-a-block with scathing criticis usefuln
and recommendations. : Canada should increase her d West 1S
fence spending from slightly less than 2 percent of the GNP} ' { their pr

to somewhere between 2.5 and 3 percent of the GNP, saidf,
the Senate report. That way we would still be lower than}
nations such as Sweden (3.1 percent of GNP on defence)} | ‘
Australia (3 percent) and the Netherlands (3:4 percent). | 1 least as

- “The current Canadian level of expenditure on de-| § Mr. T
fence does little more than buy the country the worst df | how fa
both worlds,” said the Senate report. “While the expend:
tures are large enough to represent-a significant charge on mary ¢
the national exchequer, they are too small to produce to wh
worthwhile results.” , There

Perhaps the Americans in New York were quoting
from the Senate report on Maritime Defence. Perhaps they
missed the section where the Committee explained that
Canada was a major offender in the Western syndrome of
spending little on conventional weapons, thus allowing the
danger of nuclear war toincrease. If the West does not have
the ability to stop a conventional Warsaw Pact-Soviet attack
in Europe, it will be forced to go nuclear or concede defeat.
Canada’s policy since 1969 has been to reduce the strength
of her forces in Europe, and Mr. Trudeau is the author of
that policy. Thus to reduce conventional forces in the al-
liance, and promote nuclear disarmament is “utterly incon-
sistent,” according to the Senate report.

There are many more suggestions, and many. more
condemnations of government defence policy in the vol-
ume, which is available on request from the Clerk of the
Sub-Committee on National Defence, The Senate,
Ottawa, K1A 0A4. The report is catalogue number YC .
23-321/2-02. _ ‘ICYI

Two volumes from the Canadian Institute of Strategic Snte
Studies made the same point about Canada’s lack-interest ec

Mr. Tr}l
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Hon of some of the holes in Canada’s defence pohcy Coup-
iLd with the transcript of proceedings is the companion
ece Canadian Strategic Review 1982, a collection of pa-
dors on Canadian defence, international relations and dis-
rmament.: Both can be-obtained from the Canadian
stitute of Strategic Studies, Suite 100, 175 Bloor Street
ast, Toronto, Ont. M4W 1E1.
The transcript of CISS proceedings was of great inter-
st, particularly the secton on the Falklands war and the
fessons apparent for Canada if, or when, she tackles the
task of: rebuﬂdmg her maritime defence force The contri-
pbution of Norman Friedman, deputy director of National
Security Studies at the Hudson Institute, was gripping, as
re his:contributions to the give-and-take among those
present. From this volume, too, those American defence
xperts who:so angered Mr. Trudeau could have obtained
their Canadian defence facts, mostly from the Canadian
authorities who were expressing some pretty critical views.
e Defence Department’s George Lindsey, for example,
told the session that Canada’s maritime forces were “pa-
thetically weak in the anti-aircraft area,” and although he
was speaking before a federal contract had been let for the
six new frigates, those ships will not be seeing service until
the end.of the decade.

The CISS annual review is a document of extreme
usefulness because it offers historical contexts for the East-
West issues-of today, tracing US-Soviet peace talks and
their progress, and explaining NATO thinking with clarity.
Mr. Trudeau is quoted at some length on the issue of a peace
initiative, from the speech on that subject he gave at Notre
Dame in‘May 1982. York University’s R.B. Byers has at
least as good a grip on the Soviet European arsenal as does
Mr. Trudeau; and obviously a much more jaundiced view of
how far Moscow can be trusted.

The volume includes a rather harsh but accurate sum-
mary of Canada’s defence efforts, with demonstrations as
to where commitments overlap to impossible degrees.
1 There is a well-reasoned criticism of existing defence pol-
{ icy, concluded with a plea for Canada to return at least to
the force levels she maintained in 1967, with appropriate
increases in weapons purchasing. Any political defence
critic could amass material for an entire parliamentary
session of embarrassing questions to the Defence Minister
fromthe two volumes.

Canada’s Northern Security: the Eastern Dimension by
Nils @rvik. Kingston: Centre for International Rela-
tions, 1982, 94 pages.

Strategic Implications of the World Oil Glut (29 pages)
and The Impact of Energy on Strategy: Maintaining the
Nuclear Option? Some Strategic Considerations (23
pages) by the Department of National Defence.
Ortawa, 1983.

Also relevant to the subject of Canadian defence pol-
icy is a slim volume from the Queen’s University Centre for
International Relations by Nils Qrvik, Canada’s Northern
Security: The Eastern Dimension. It is in the Centre’s Na-
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tional Security series of papers, No. 2/82. The sections
dealing with the use of Canada’s Arctic waters by nuclear
submarines of allied nations — and not-so-friendly nations
— are well documented and chilling. As the paper points
out, we may lose our control, if not our sovereignty, in the
north without ever really grasping it ourselves. There is
also a warning to the effect that any Canadian idea about
balancing the US influence in the north by making a part-
ner of the Soviet Union is “misperceived” to say the least.

Two slim volumes from the Defence Department’s
Operational Research and Analysis Establishment
{(ORAE) Directorate of Strategic Analysis, both by Erik
Solem, complete the half dozen in the defence-related
stack. Both documents carry the disclaimer that material in
the papers was not necessarily the view of the Defence
Department, and both were done in January 1983. Paper
PR 209 has some extremely interesting things to say about
the world oil glut, and the strategic implications of tem-
porarily more available fuel oil. The companion paper, PR
207, addresses the impact of energy — more particularly of

~ nuclear energy —on strategy. Dr. Solem begins his analysis

with a quote from Soviet dissident scientist Andrei
Sakharov, who advises that the level of a nation’s economy
is determined by its energy technology, “Therefore the
development of nuclear energy is a necessary condition for
the preservation of economic and political independence of
every country — of those that have already reached a high
development stage as well as those that are just develop-
ing.” Dr. Solem explains the reasons why Sakharov’s advice
certainly applies to Canada, and we should continue the
nuclear energy route, despite the shift of Canadian public
opinion towards suspicion of making electricity from nu-
clear power.

Peter Ward is an Ottawa correspondent who specializes in
defence matters.

Joy of budgeting

by Peter J. Armstrong

Government Budgetary and Expenditure Controls —
Theory and Practice by A. Premchand. Washington:
International Monetary Fund, 1983, 530 pages,
SUSI8.00.

Budgeting, described as being at the crossroads of
economics, politics, science, public administration and a
host of other disciplines, is miraculously brought to life by
Mr. Premchand. This book, which describes the role and
function of budgeting and related expenditure controls,
will be of interest not only to practitioners and students of
the art, but to the relatively unschooled as well who wish to
develop their knowledge of the area.

The topic is dealt with in a multidimensional‘way —
geographically, historically and intergovernmentally
within federations. The evolution and development of
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: structures and systemsin various industrial and developmg :
countries is. described; contrasts-are made- and. -parallels .
drawn. The selection, “juxtaposition and- descnptron of

- seemingly disparate systems has:been carefully made and

* serves to enhance the readers understandmg of this com-

- plex subject. -

Throughout, the style of wntmg 1s lrvely and luc1d

‘esoteric: concepts are explamed in terms that are under-

_standable. If the accuracy | of the observat1ons made regard-
ing recent innovations in Canada (e.g., establishment of
the position of Comptroller General of Canada; initiation
of the- envelope system)-is indicative, then this is a well-
;researched accurate and up-to-date Work :

The book is divided into three parts. Part I consrders

the theoretical and practrcal aspects of budgeting, using a
predominantly.economic approach. Topics include the role
and -objectives of fiscal policy, the: nature of budgeting,
determinants of public expenditures, functional aspects of -
‘budgeting, measurement of the impact of budgets, ap-
proachesto decision-making, the problem areas of budget-
ing, development plannmg and; budvetary expenditure

_planning and forecastmg, and budgetmg for inflation, 11

* accounting. Part III discusses. budgetary relationships}

*limitations which' stand in-the way of the processe
. rational thinking, decision-making and-change.

Peter']. Armitrong is a chartered accountant and Directy

Audztmg Foundatzon

1I, which.deals with structures, systems and financial n}
agement, covers budget. ucture, budget. innovatiy:
budget execution and cash management, and governy

tween the government and enterprises -and between
central government and state or local governments.

e
."One-of the most valuable attributes of the book i lst
n the examination of the various systems that have evoly
over the years, the author’s assessment of inherent p i
lems and of the relevance of possible alternatives is mg:
with full recognitiorn of the very real constraints of politi

influences; of structural inertia and of human frailties &

of Special Projects for the Canadlan Comprehenszve

'Harvest of hope

- There’s nothing like doing
it yourself. USC Canada- .
helps the working poor
through irrigation, crop-and
livestock improvement

. programs, cooperatives,
communal school and
vegetable gardens, fishery,
poultry and piggery
projects and small loans.

‘Write for details.

Please send contributions to:

USC Canada

56 Sparks Street Ottawa, Ontano K1P 5B1
(613) 234-6827

Registration number 006 4758 09 10

Founded by Dr. Lotta Hitschmanova in 1945

.

YOUR GIFT
HELPS | B
GROW FOOD

CARE

Send your gift to — Care Canada
1312 Bank Street Ottawa K15 5H7
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Canadian trade policy

Some opportunities

“National Po]icy” and Canadian
| Trade

By H. E. English

In August 1983 the Department of External Affairs
issued two related documents, a discussion paper entitled
Canadian Trade Policy in the 1980s and a background paper
A Review of Canadian Trade Policy. Nothing similar had
been done before. This is distinctive in two ways. First, it
attempts to link trade policy with other policies of govern-
ment: taxation and subsidy policies, other aspects of the
“fiscal regime,” monetary policies, foreign investment pol-
icies, and various “economic development” policies (com-
petition, transport, labor market, industrial incentives to
promote research and development, and resource process-
ing). Second, it suggests that Canada should promote both
multilateral and regional or bilateral initiatives to achieve
the most from its international trade potential.

In particular the review restores to a central place in
Canada’s trade policy pronouncements its bilateral rela-
tions with the United States. The main thrust of this part of
the paper is that following the latest GATT round of nego-
tiations, some of the most important remaining trade bar-
riers are non-tariff barriers between Canada and the US
whose removal or substantial reduction might be accom-
plished by bilateral negotiations without involving other
trading partners. The papers single out the sector approach
asameans of defining these negotiations. [tisreported that
there is already underway an exploration of the potential
for such negotiation in sectors including red meat, specialty
steels, petrochemicals, urban transport equipment, and
textiles and clothing. It is also reported that the US has
shown interest in adding other sectors (e.g., computer
software and communications equipment) to the discus-
sion. Both countries also have a continuing interest in
modifying the North American auto pact, that major pi-
oneer effort in sectoral deals that needs to accommodate
the increased presense of Japanese automobiles in the
North American market.

Weaknesses of the trade policy papers

~ The treatment of links between trade and other pol-
icies begs many questions. For example, there is still a
tendency in these documents to push for export promotion

without reference to costs or import obligations. There is

alsoa recurrence of the argument that the higher Canadian
lnﬂation rate reduces our international competitiveness,
without reference to the compensating effect of the flexible
exchange rate, and more important, without stressing that
the relative strength of manufacturing internationally de-
pends fundamentally on it ability to compete for labor and
capital with Canada’ traditional resource exporting indus-

tries. If Canadian exports of manufactures are to become -

relatively more important that can only happen if the effi-
ciency of these sectors can improve in relation to the re- -
cource sectors, a change that in part may depend on
Canada’s willingness‘and ability to expose its manufac-
turers to international markets and to competition from
foreign suppliers to the same degree as the resource-based
industries are.

The suggestion that Canada place priority on bilateral
sectoral negotiations with the United States has antece-
dents in the trade policy publications of recent years, nota-
ble those of Rodney Grey, formerly principal Canadian
trade negotiator in Geneva during the Tokyo round (7rade
Policy in the 1980s, An Agenda for Canadian-U.S. Relations
C. D. Howe Institute, 1982). Both Grey and the External
Affairs papers are not entirely explicit about the means of
accommodatng the GATT obligations of both coutries.
These obligations require either that all concessions ex-
changed between two signatories of GATT be extended to
other signatories, or that GATT parties agree to a waiver,
with or without compensation to affected parties. Some
bilateral concessions present no problem, expecially if the
deal is so defined that only products traded bilaterally are
affected. Some non-tariff barriers of a peculiarly North
American kind (e.g., state and provincial purchasing pol-
icies) may be of little interest to overseas countries. But
most sectoral deals, which would have significant effect
only if they amounted to removal of both tariff and major
non-tariff barriers between Canada and the United States,
are likely to have third pary consequenses. While these
agreements could be constructed on a conditional basis,
i.e., the same concessions would be extended to other
countries on a reciprocal basis, this is not covered by GATT
except through waiver.

One sector or many sectors?

The other main difficulty with sectoral arrangements
is that no single sector is a logical basis for reciprocal
concessions because it would be coincidental if intra-sec-
toral comparative advantages were evenly balanced, so
that both countries achieved equivalent gains. This could
be handled within an agreement covering several sectors,
e.g., the US might gain somewhat more from free trade in

H.E. English is a member of the Economics Department
and of the Norman Paterson School of International
Affairs at Carleton University in Ottawa. He is the
Canadian member of the Steering Committee of the Pacific
Trade and Developing Conference.
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,textlles and clothing whlle Canada mlght gam ‘more in
* petrochemicals trade. -

One interpretation of the process of bargammg ona
sectoral basis, especially if a number of sectors are in-
cluded, is that it might become apparent that both the costs
of negotiation and the logic of inter-sectoral links would
result in support for more comprehensive free trade be-

~ tween Canada and the US. Unlike sectoral deals this would
be acceptable under GATT Article 24, which permits bilat-
eral or regional arrangements encompassmg substantially
all trade. This is an old option, given serious consideration
several times in Canada’s history but reappearmg in pro-

posals by business and research groups’ again in the past -

decade, and most recently in a report by the Senate Com-
mittee on Foreign Affairs, in a resolution of the Canadian
Chamber of Commerce (1983) and in the Macdonald
Commission’s deliberations.

The Senate Committee Rep-ort deals w1th most of the

familiar arguments in a balanced and convincing manner.
Only a few points need be highlighted for the purpose of
this paper. -

Free Trade and the ProVinces

The key question is whether a consensus in Canada is
possible in support of negotiations either toward several
sectoral deals or a more comprehensive arrangement. The
answer is in part an issue of leadership, especially political
leadership. It is in part also dependent on the quantity and
quality of bureaucratic skills that are devoted to the effort
over a period of time sufficient to do justice to the achieve-
- ment of a reasonable contract, including appropriate tran-
sitional arrangements. But underlying these is whether
there is a strong political conviction that trade policy pur-
sued systematically can be a more effective foundation to
national policy (or industrial strategy). The key to that
conviction lies mainly in the acceptability of an essentially
free-trade-based strategy to the provinces, as a framework
for federal-provincial relations. This was not stressed in the
External Affairs discussion paper, presumably because it
was considered too sensitive a question on which to specu-
late in print.

But the greatest difficulty with proposals for systema-
tic “economicstrategies” that have been debated in the past
decade, especially those based on more interventionist
philosophies, seems to be precisely that they have required
too great a federal presence and too often federal interven-
tions that served primarily central Canadian interests. Pol-
icies for controlling foreign investment, stimulating
industrial research and development, building pipelines to
central Canada, holding down oil prices, all these have
served mainly the heartland. The advantage of substituting
for such piecemeal intervention a program for releasing the
forces of the international marketplace is that all parts of
the country would have an opportunity to participate, to
develop their potential for processing and manufacturing
to serve adjoining US regions. Success in export to the US
could provide an expanded base for overseas exports, es-
pecially from Vancouver, and perhaps from the main Mar-
itime cities, as well as from central Canada’s established
industrial base.

Furthermore, there need be no confrontation between
federal and provincial governments in a policy based on
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-some non:tariff barriers imposed by provincial goven/
‘ments could come under fire as the result of a commitmey

- provinces have favored the liberal trade option. Evenla?

New role for government

substantlally free North Amencan trade since trade polig
is an exclusively federal responsibility. It is possible th

to control purchasing policies or otlier measures that di :
criminate against US firms. But by and large the outlyin;

central Canada it has been increasingly acknowledged th
the strengthening of the international competitive capac
of manufacturers can best be achieved by intra-sector spi 2
cialization with US firms. The reason why petrochemicali /2
textiles and clothing, specialty steels, and urban transpoy
equipment are being discussed is directly traceable to th
interests of central Canada, though the first two of they
(and other sectors listed earlier) are also of interest to thi'
western Provmces

‘Other policies and ‘practices, present and proposed .
would have a new and probably more limited role in a
economy -where industry was assured an opportunity
‘reach US markets on the terms defined in the Sen
Committee report. Under these circumstances some of
direct subsidies could no longer have a role, though othen
such as subsidies and incentives to “high- tech” industrie
would continue partly because all countries including th
US support enhanced rates of research and developmen{ :
activity, and provide aid to. particular industries wh
private investment is sustained by small-scale or compeu‘
tive structures. The difference would be that under fre
trade, the focus of research and development would bf
much clearer, and would lead to development of expor
specialties based on confidence that sales in the US woull
not be hampered by customs administration and othe
practices so familiar to firms attempting this sort of expor
development at the present time. There would also still b¢
required some effort to control restrictive use of propertt
rights (patents and trade marks) that even under free trad
would give established firms (often multinationals) a consi
derable advantage over newer -or smaller enterprises
However, other explicit policies for preserving competitior
might be somewhat relaxed, since the strength of impor
competmon could ]ustlfy permitting those mergers thal
only in a protected domestic market would lead to contrd
of markets.

This discusion has focused on the benefits of a mor
rational Canada-US trade policy framework, and the pros
pects for a more coherent domestic industrial policy. ]
does not deal directly with the political fears of “continent
alism.” On this there is a familiar debate. That economi|
benefits from free trade arrangements can be gained with
out political union has been demonstrated in Europe. Thg
inevitability of close political association is denied by the
history of all economic associations operating at this time
Indeed, all efforts to build Iarger political units seem in
these times destined to run aground on the rocks of intens
national and cultural loyalties. The fact that about 70 per
cent of Canadian trade is with the US now indicates a high
degree of interdependence, one that could not be reduce
significantly without in unacceptable decline in Canadian
living standards. It also seems unlikely that there would bt
much increase in the percentage of trade “dependency” i




here were free trade because the increased export ca-
ability could also encourage Canadian overseas exports.

orld beyond North America
This leads to the other question deserving our atten-
on — what about the trade links between Canada and
verseas countries? In the past, political leaders in Canada
ave argued for switching some of our trade from the US to
! ther countries, notably Europe. Diefenbaker talked for a
- capacit sime about shifting 15 percent from the US to Europe, and
" 1in 1972 the “third option” was proposed in an International
Perspectives article appearing over the name of the Minis-
er of External Affairs.
. Although the main argument of his article favored an
" “ainterventionist domestic policy for improving the efficiency
findustry rather than a heavier reliance upon the “carrots
and sticks” of the international market place, the article
szi‘i’vas most often interpreted as calling for diversification of
anadian trade, in the sense of greater reliance on markets
I Sbther than the US. Europe was singled out as a target. The
ffort.to form a contractual link with Europe was largely
I hbortive, measured by trade payoff, since the European
me of ti - Community could not contemplate taking Canada in as an

oh other - Associate member, and thus discriminating against the US
ndustr - and other non-Europeans. With the oil crisis, and a decline
ding th 40 the dynamism of Europe at the end of the 1970s, this
-lopme ption became even less attractive.

s wher R .
compeii New “third option”
der fre The other main opportunity for a counterweight to the

reponderant US role in Canada’s foreign economic rela-

5t expor lions is in the Pacific. Trans-Pacific trade is now about equal
JS wouli- 1o that crossing the Atlantic. More important, the econo-
nd othel 2 ies of East and South-East Asia are growing more rapidly
Of‘export han Europe’s and for that matter of any other substantial

o still b Jegion. The most common definition of the Pacific rim

propert; :510Up is-a core group of eleven countries, including all five
ree tradi- developed OECD ecountries outside Europe (Australia,
) a consiy - \-anada, Japan, New Zealand and the US) and six develop-
erprises g countries (South Korea, and the five ASEAN countries

Indonesia, Malaysia, Philippines, Singapore and Thai-
and). These countries participate most actively in Pacific
olicy discussions. They are the countries with closely par-
llel commitments to trade and private investment or joint
entures as engines of growth and international coopera-

f a mor {ion. To date the discussions seem to be searching for
the pros eglonal consensus and initiatives on such widely divergent
holicy. Il Ut complementary issues as a common approach to fish-

ries resource management and distant water fishing fleet
Irangements, indentifying means of reducing agricultural

conomi -me L )

1ed withi2Protectionism, reduction of protection on processed natu-
ope. Th al products (tropical and temperate), achieving comple-
d by th entarity and freer trade in textiles, clothing arid

utomobiles, promoting appropriate transfer of technol-
gy through direct investment, and a consultative arrange-

seem i
fintenst - {0€nton energy, market conditions and policies. There are
it 70 per §oar indications that other countries wish to participate at
es a high 5535t In task force activity related to the Pacific Economic
reduced -°0peration Conference. This Pacific basin cooperation
“anadian Scems likely to include such entities as Hong Kong and
would be: 4 @wan on a an informal basis (since both are in ambiguous

ategories diplomatically) and in the not-distant future, the

Canadian trade policy

People’s Republic of China, Mexico, Peru, Chile and per-
haps others from Pacific-rim Latin America and Asia.

Fast growing markets

The advantage to Canada is that the region provides
dynamic opportunities for sales of both natural products
and specialized manufactures ard services, especially
those related to resource development projects in South-
East Asia and China. These is also some reason to expect
joint efforts to accommodate the capacity and desire of the
Pacific developing countries to sell labor-intensive man-
ufactures to the Pacific OECD nations. In the past they
have relied upon the multi-fibre agreement and on indi-
vidual bilateral arrangements that too often have tended to
reinforce protection by voluntary export restraints.

The common commitment of the Asian developing
countries to economic development strategies providing
scope for trade and private investment is unusual. North-
South negotiations in this region can therefore be exem-
plary in a world where ideologies of intervention so often
obstruct international trade between OECD and develop-
ing countries. Canada therefore has good reason to foster
Pacific regional consultation, both in its narrow self-inter-
est and in its broader concern for a constructive framework
in North-South relations.

The Pacific thus provides a sort of counterweight to the
Canada-US relationship, but one which is not a substitute
for Canada-US economic interaction. The tendency to
narrowness in the continental linkages can, instead, be
sublimated to a degree that is important politically and
significant commercially. We can together support a Pacific
cooperation venture that among other goals could open up
better access to the Japanese market, encourage joint ven-
tures and trade with Southern Asia and China, and lay the
groundwork for a larger role for Canada in reciprocal trade
and investment involving the world’s most dynamic de-
veloping countries.

Is there the bureaucratic will?

All of these efforts to associate Canadian national
economic strategy with a constructive set of international
relations can only succeed if substantial bureaucratic and
political resources are devoted to the definition of the key
agreements required. Now that trade and other economic
officers are integrated at the Department responsible for
international relations, one should have grounds for hope.
Part of the problem will be whether in times of austerity
government is willing to mobilize the talent and resources
needed. There is probably scope for reduction in the num-
bers of those administering less essential economic inter-
vention elsewhere in the public service.

But a shift in bureaucratic resources is not enough. Itis
also necessary to overcome conventional attitudes, both in
the bureaucracy and among political decision-makers. The
biggest problem with politicians is their desire for a quick
fix, something that is unlikely in international affairs, and
especially so in international economic relations. Other
difficulties for Canadian politicians are associated with the
reluctance to exploit the Canada-US relationship fully,
even though there is much evidence that we have done well
in our bilateral negotiations when our cause was
reasonable.
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The problem with the bureaucratic attitudes is more
subtle. There is a tendency for most bureaucrats to be risk-
averters, i.e., not to support proposals that involve sub-
stantial change, and particularly not those that substitute
international market discipline for domestic regulation and
incentive systems that are subject to continuing bureaucra-
tic discretion. Canadian bureaucrats similarly have a deep
commitment to multilateral negotiations. For the most part
this is a reasonable commitment. But if can also be a route
to a quieter life. Circumstances may require now a more
ambitious combination of sustained muitilateral commit-
ments, bilateral relationships designed to meet Canada’s
most important domestic structural needs, and regional

Sectoral free trade
andmg the openings

consultation and consensus-forming efforts directed to the |- Sal
service of multilateral and especially North-South ends by |
regional means. - ied

We have the human resources, but we may not have | | free
vision and courage to apply them to a national economi | mel
strategy based on more active and comprehensive interna | {lanc
tional economic initiatives. A parallel with Mr. Trudeau} - 4 Ass
peace initiative is suggested. If we can devote the valuabl |-
time of our Prime Minister-to so bold and uncertain 3| agr
venture as the struggle against the arms race, surely the| {vari
strengthening of our economic capacity and the develop |-
ment of a more viable international economic relationship| . {stac
deserves no less investment. Ol idcon

New ways to trade with US @

. 1its ¢

luse

by Fred Harrison &

' 1Spe

“Despite the hopes and aspirations of its originators, tionalization of the auto industry. If Gray did not want ov

the Auto Pact had failed to provide the stimulus or inspira- completely out, he at least wanted Canada to get more for \'gel !
tion to beget similar agreements in its image for the enhance- being in. ast

ment of international specialization and efficiency in the
massive trade between Canada and the USA” — Simon
Reisman, Royal Commission on the Auto Industry, 1978.

Simon Reisman’s fondest hopes, and some of his crit-
ics darkest fears, have leaped, as if from nowhere, to the
top of the Canada-US diplomatic agenda. After decades of
often emotional debate within Canada — out of which
elections have been won and lost, careers made and un-
made— teams of government officials in Ottawa and Wash-
ington are currently engaged in a work program on sectoral
trade liberalization meant to produce a report by early
May, and possibly a full-fledged negotiation by the fall.

It is a breathtaking turn for Canadian trade policy -
some would say a desperate one. Just three years ago, then-
Industry Minister Herb Gray was urging Canadian officials
to patrol every possible inlet of back-channel diplomacy in
search of openings for a renegotiation of the Auto Pact.
The 1965 Pact — or more formally the Canada-US Auto-
motive Trade Agreement — the negotiators of which in-
cluded Reisman, seemed in dire straights, its promised
advantages to Canada threatened by the growing interna-

Fred Harrison is Washingtoﬁ Editor of The Financial Post
of Toronto.-
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One long and painful recession later, Canada’s trade © pbrir
balance in autos is doing remarkably well and the rhetoric: “und
of trade policy in Canada has turned astonishingly liberal .. siou:
There may be no truly direct link between these two deve
opments. But is is worth noting that Canadian politician of
began lecturing Washington on the perils of protectionism: oy
at roughly the same time as Democrats in the US Congress.
began talking seriously about legislation to limit the for:
eign content of American car and truck purchases.
Such talk is no longer quite so serious, but other
threats, from within Congress and even from within an
ostensibly anti-protectionist Republican administration,
have produced what amount to intimations of trading mor-
tality within leading business and government circles in
Canada.
The dilemma is real enough: even at ‘the current pace
of recovery in Canada, few economists expect domestic:
consumption alone to provide the basis for substantial new:
industrial investment. And if investment lags, productivity,
slips, making Canadian products even less internationally-
competitive than they were already. On the other hand,
firms which are already internationally competitive, es-
pecially those with established US markets, now fear cur
tailment of those markets, and may also be inhibited from;
committing themselves to major expansion.

i
¥
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Salvation by sector
1t should be noted, of course, that what is being stud-

ied at present is, first and foremost, not a customs union, a
ot have | | free-trade area or even a broadly-based free-trade agree-
bnomic | | ment, like say the pact between Australia and New Zea-

terna.| {land or the one governing the European Free Trade

deaus | ] Association (covering most of the non-EC nations).
aluable} 1  What is being discussed is a series of narrowly-drawn
rtain o| {agreements, with minimal linkage between them and a
ely the [ {variety of economic objectives among them. The sheer
evelop |diversity of the sectors now on the table — from “smoke-
jonship | {stack” to “high-tech” — suggests selectivity rather than
0| {comprehensiveness. In some senses, this should be viewed
' as a field trial of what remains, for both sides, a highly-
{experimental concept.
| At the same time, it is an idea which is not entirely
ntested. Even under Herb Gray, Canadian industry pol-
~icy planners spoke of selective trade initiatives with the US.
1A confidential mid-1980 discussion paper, prepared for
{Gray as part of his effort to promote a more active and
ationalist developmental role for government, noted:

Particular care will need to be addressed to the
management of the Canada/USA relationship and
to opportunities for bilateral arrangements such as
mutual access for urban transit equipment.

ot surprisingly, transit equipment remains prominent on
ttawa’s current “shopping list” in Washington.
Intriguingly, each of the items being examined carries
s own special baggage of problems, indicating an effort to
se each sector as a kind of test tube sample for a broader
egotiation which might occur later.

“Special arrangements for services

Mass transit, for instance, is a useful example of how
overnmerit procurement policies can affect industrial de-
elopment. The Procurement Code negotiated during the
st round of multilateral talks was an earnest start toward
ringing the “buy-national” policies of various countries
nder control, but Ottawa and Washington both seem anx-
ous to take the effort further. )

The most adventuresome of the issues is clearly that of
informatics” — the vaguely-defined sector which includes
omputer services and electronic data. Predominatly a ser-
ice sector, it is one not now covered by international trade
iscipline. That could mean two things: first, no “waiver”
f existing most-favored-nation commitments, under
hich bilateral trade concessions are guaranteed to other
eaty partners, would be required; and second, a Canada-
S pact could set the pace for future international
Irangements.

Farm machinery is already supposed to be more or less
reely traded across the Canada-US border, but valuation
nd other largely technical difficulties have arisen. The
urrent discussions suggest an experiment in problem-solv-
ng under existing free-trade arrangements, perhaps with
n eye to Auto Pact troubles of the future.

Finally, the discussions about steel are probably the
learest example of what some call Canada’s “pursuit of
Xceptionalism,” that is, the use of a “special” affiliation
ith the US as a shield against domestic US protectionism.
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he American steel industry, unable to compete with low- -

Sectoral free trade

cost imports, is seeking to limit sharply foreign access to
the domestic steel market. The more competitive Cana-
dian industry is anxious to escape any Congressional or
administration-sponsored restrictions which might result.
“An important issue for Canada in the 1980s will be the
extent to which the USA will, in response to our industrial
and regional development policies, use countervail to limit
our market access for specific products or sectors,” a back-
ground paper to last fall’s Canadian government trade
policy initiative states.

Managing protectionism

In truth, of course, little of the protectionist sentiment
in Washington is actually directed at Canada. Much of it
arises from a series of lingering trade disputes with Japan,
Western Europe and, to a lesser extent, the newly-indus-
trialized countries. But whatever the targets, the ever-
present danger is that Canadian companies will get caught
in the crossfire. Some, like the specialty steel industry,
already have been.

There is considerable disagreement, even in the US,
over the extent to which the present administration has
acted to restrain the protectionist pressures. Its critics
point, for example, to Japan’s “voluntary” ceilings on auto
exports, first pressed on it by the Reagan administration,
and the more recent quota protection afforded US-based
Harley-Davidson, a once-mighty but now troubled motor-
cycle maker.

“Regardless if its free trade rhetoric,” Fred Bergsten,
director of Washington’s Institute for International Eco-
nomics, recently told a Financial Post reporter, “the Rea-
gan administration has allowed more restrictive measures
in the past two years than any administration has since the
1930s.” Canadian government analysts tend to be more
forgiving, citing protectionist pressures concerning Cana-
dian lumber, potato and fisheries exports, and concluding,
as the trade policy background paper does, that the “ad-
ministration has generally responded to them in a reason-
ably circumspect manner.”

Whatever the case, the true test of the administration’s
leanings may only now be at hand — Washington’s trade
remedy apparatus has been besieged with applications
from US interests in the early months of this year, all
anxious to have their cases placed on the White House
agenda before the presidential election in November.

Flagging multilateral push

Meanwhile, the principal US policy response to these
pressures, the promotion of new multilateral negotiations
— a “Reagan Round”— has proved disappointing. For
various reasons, not least a slower-than-expected recovery
outside the US, other trade partners, particularly those in
Western Europe, have been reluctant to move as quickly as
Washington had hoped. _

A major sticking point, for the Europeans especially,
is what might be called the ideological tone struck by early
US proposals. There is, for instance, a clear link within the
Reagan administration’s thinking between trade and in-
vestment — and thence to the controversial, and dis-
tinctively American, concept of “right of establishment.”
Thisis a concept that goes well beyond established views on
“national treatment” — the diplomatic shorthand for doing
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to forelgn—based busmess what one does to one’s own —
" andenvisagesa completely open-borders policy for inter-
national direct investment. Washington has sought to-ex- -
pand the areas covered by the General Agreement o’

Tariffs .and Trade (GATT) in other directions as well, to

include trade in services, to give one 1ncreasmgly SIgmﬁ-f
. cant-example. - —

Canada, always an enthu31astlc backer of multilateral

trade liberalizing has brought some of the same cautions as
others have to the US-initiated work which is now proceed-
ing. But Ottawa’s officials have also been among the stout-
est supporters of the US view that the areas of negotiation
need to be broadened. Indeed, after the regular yearly
meeting of GATT trade ministers late in 1982, a meeting to
which Washington’ representatives went with high hopes
but from which they returned with only minor achieve-
ments, the US officials took note of the support they had
had from their counterparts from Canada.

In the months that followed (in 1983) as GATT mem-
bers edged slowly through the studies their trade ministers
had agreed to, the US officials found that Canada was
virtually the only other nation sharing the American enthu-
siasm for the exercise. Granted, the Canadian interest was
still squarely focused on the studies — not necessarily on a
subsequent negotiation. But the fact that Ottawa’s people,
as one US official put it at the time, “had done their
homework” was enough to fashion somethmg of a bond.

Early last year, reports began surfacing in a few US
pubhcatlons indicating the administration’s interest in a
new approach to trade discussions. Specifically,
Washington might be interested in moving first bilaterally
on certain issues and then multilaterally. It was a major
departure for a nation which had long been the leading
defender of most-favored-nation (MFN) treatment. And,
in retrospect, while it may not have been meant as an
invitation directed specifically at'Canlada — for of course
the first lesson learned by any US trade official is that such

‘explicit overtures would inevitably place Canadians on the

defensive — the soundings were picked up with interest in
Ottawa.

Canada’s new interest in bilateral approach

While all this was quietly proceeding, major changes
were taking shape in Ottawa, first among the policy-makers
and then among their policies. Herb Gray had been re-
moved from Industry, to be replaced by businessman Ed
Lumley, a promoter of much freer trade. Lumley, the for-
mer trade minister, had been replaced by Gerald Regan,
whose trade leanings were unknown but whose political
instincts were demonstrably keen. After the contentious-
ness of new energy policies and a new constitution, and
after the economic misery of 1982, the Liberal govern-
ment’s collective instinct in 1983 was to mend fences wher-
ever possible — with business, for starters, and with
‘Washington.

“We’ve been told to say we're willing to talk about
anything,” a Washington-based Canadian official said last
summer. Suddenly, there were to be no sacred cows — the
border broadcasting question, in which Canadian tax pref-

.
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erences had angered US radio_and television concerns in
border states, problems with Canada’ Foreign Investment
Review -Agency, Ottawa’s limits on foreign bank expan-
sion, even the export pricing of Canadian natural gas — all
were up for discussion, if not exactly up for grabs. “We've
been fold to talk but not necessarily,to agree, ” the Cana-
dian official cautioned.

Finally, the recession ltself and the accompanying
decline in the world demand for resource goods, had struck
at the core of Ottawa’s economic development plans. The
massive energy developments — all those “megaprojects”
— which were supposed to buy Canada’s engmes of growth
in the 1980s had withered away with the decline in interna-
tional. oil prices. Back in mid-1980, when the newly re-
installed Liberal government was still putting together its
plans, inter-departmental studies showed the medium-
term economic prospects for the nation to be pinned prin-

cipally to high investment and net export levels. But in |

1983, the former was being flattened by energy’s decline
and trade was being threatened by protectionism
elsewhere, most critically in Washington. -

All these elements seemed to_coalesce late in 1983
when Gerald Regan, Minister of State for International
Trade, introduced his government’s trade policy paper, the
first major government statement on trade policy since
Mitchell Sharp’s “third option” proposal of 1972, with its
controversial suggestion that ties with the US be de-em-

phasized. By contrast, Regan’s paper paid special attention :

to the US market and the Canada-US relationship. And it
raised the prospect of a sector-by-sector search for freer
trade. ‘

It is clear that neither Ottawa nor Washington would
claim bilateral, sectoral arrangements as their first or even
second choice for trade negotiations. Both would have
preferred multilateral talks, The Americans certainly, and
even some Canadian officials, would have preferred a more
generalized discussion — about services as a whole, for
example, and not just one service sector like informatics.

Finding the will

Truth be told, the officials themselves are far from
certain about the intentions of their political masters, how
fast they want to move’ and how far. It is an election year in
the US and ‘probably also in Canada. There is always the
chance that the early momentum of the exercise, fueled as
it may be by the electoral demand for symbolic gestures,
will give way to other priorities later in the year or alter-
natively that pre-election fervor will give way to post-elec-
tion torpor.

It may be worth rememberm g, however, the 1mportant
role of political will in the achievement of results in trade
negotiations. A former senior US negotiator, now a Wash-
ington consultant, recalls the entry of President Jimmy

_Carter’s Special Trade Representative Robert Strauss into |
the late stages of the Tokyo Round. Strauss was an influen-

tial backroom player within the Democratic party. “We
were at a standstill,” the former Commerce department
official recalls. “Then in comes Bob Strauss. He says,
‘We've got to get something done here.” And within the
year, there’s an agreement, signed, sealed and delivered.”
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Getting to the Congress
More complicated than ever

- Trade policy-making in the US

by M. J. Abrams

Canadians already know quite a bit about the US
executive branch. President Reagan is in the press daily,
and Ambassador Brock and Secretaries Baldrige and Re-
gan are monitored closely, even in the Canadian papers.
Major changes in the legislative branch in recent years,
however, have gone virtually unnoticed in Canada. Yet
institutional reforms have altered radically the nature and
structure of the Congress as well as the way that trade issues
affecting Canadian interests are handled today in
Washington.

| Trade policy-making in the postwar years.
Fifteen, twenty and thirty years ago, it was possible to
deal effectively with Canada-US trade problems even from

: outside Washington. For one thing, the issue themselves

| were more compartmentalized. There was a neater separa-
tion between foreign policy and domestic politics. Major
| trade questions affecting Canada usually were considered
to be foreign policy issues and the Canadian desk at the
| State Department played the central role in coordinating
Canada-US economic relations. If Congress considered an
{ issue with trade or tariff implications, the same few com-
| mittees inevitably were involved: Finance and Foreign Re-
lations in the Senate, and Foreign Affairs and Ways and
Means in the House.

At the same time, power in Congress was highly con-
centrated. For the most part, the Congress was controlled
by a few senior members and the Administration usually
was able to work out deals with these key leaders on
1 important trade policy matters. Executive-legislative rela-
| tions never were entirely predictable and always were more
| fluid than is the case in Canada, but the process was a
relatively centralized one.

In the postwar years and through the 1960s, few out-of-

town law firms had a need for offices in Washington. If a

problem arose on Capitol Hill, the New York or Cleveland

lawyer arranged a few meetings, flew to Washington for the:

day, and flew home, having talked to the right people.
Canadian companies with ties to the Boston or New York
or Cleveland law firms which did their corporate and se-
curities work thus were covered effectively in Washington.

Trade policy-making in the US is considerably more
complicated today, as the traditional line between foreign
| policy and domestic politics largely has been erased. Trade
| questions no longer are merely tariff questions, but often

concern non-tariff matters that relate directly to domestic
issues. Almost every act of government affectsimports and
exports and raises an international trade issue. As a result,
almost all agencies and departments now are active in
making trade policy.

As trade matters have come to be considered as ques-
tions of domestic policy, a larger universe of domestic
forces has become involved more regularly in the trade
policy process. Great coalitions of interests are in evidence
on major trade issues. Groups that have opposed the Do-
mestic Content Bill, for example, include:

- the League of Women Voters,

- the Imported Auto Dealers’ Association,

- the Longshoremens’ Union,

- the major US ports — particularly those on the

West Coast,
- IBM, Boeing, Xerox and other big exporting
.companies,

- the National Forest Products Association,

- the US Chamber of Commerce,

- the National Turkey Federation,

- the Aerospace Industries Association, and

- the National Association of Manufacturers.

With the increasing intervention of domestic interests
in trade policy-making, a greater number of Congressional
Committees has taken to legislating on trade issues. Bills
affecting US foreign trade relations are before virtually
every committee in the Senate and House.

Changes in Congress

Another factor contributing to the seemingly chaotic
state of the US trade policy process is equally significant
and largely unappreciated in Canada. In the last fifteen
years, the way that the Congress organizes itself and con-
ducts its business has undergone substantial change. Four
major developments have brought about this
transformation:

1. The breakdown of the seniority system,
2. The shift in power from committees to subcom-

M. J. Abrams is President of CANAMCO, Washington,
D.C., and Chairman of the Subcommittee on US Legisla-
tion, Canadian Law Committee, American Bar Associa-
tion. This article is based on an address delivered to the
Trade Policy Committee of the Canadian Manufacturers’
Association/ CBIIAC in October 1983.
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mittees and the corresponding loss in power of
committee chairmen;
" 3. The great increase in staff and 1mproved access
" to information; and -
4. Important procedural reforms in both
chambers. :

The growth in subcornmlttee influence has multiplied
the effects of the breakdown of the seniority system by
substantially i mcreasmg the opportunities for junior mem-
bers to partmpate in the leglslatlve process. The extent to
which power is dispersed in todays Congress is readily
demonstrable.

At the beginning of the 98th Congress in January 1983,
the Senate was composed of fifty-four Republicans and
forty-six Democrats. All but one Republican. Senator
chaired a committee or subcommittee, and all but one
Democrat was a ranking minority member.

The diffusion of power is just as marked in the House.
Of the 266 Democratic members at the start of the 98th
Congress, 134 — or just more than half — chaired at least
one committee or subcommittee. Of the 167 Republican
members, 107 — or about two-thirds— were ranking mem-
bers. In total, then, of the 433 seats filled by voting mem-
bers of the House in January 1983, 241 either chaired a
committee or subcommittee or were ranking minority
members. In terms of influence, we must add in the
Speaker, the Majority Leader, and the Minority Leader —
none of whom chair any legislative committees. That brings
the total of members in leadership positions to 244 out of
433 — & healthy 56 percent of all members.

Further, one could include in this calculation members
(other than chairmen) of the three traditional “exclusive”
committees in the House: Appropriations, Ways and
Means, and Rules. This would add another 48 to the list,
bringing the total of particularly influential members of the
House to 292 of the 433, or almost 70 percent. And, if
anything, these numbers understate the situation, because
today’s subcommittees are themselves more powerful than
those of the past.

Staff = information = power

The explosion in staff assistance also has accelerated
the dispersion of power through Congress, for the availabil-
ity of adequate staff for all members impairs the ability of
committee chairmen to monopolize access to information.
Even those riot on a committee easily can obtain sufficient
information to challenge committee bills on the floor. This
was a rare occurrence in the past, but such challenges are
made today with great frequency.

Congressional staff has grown tremendously over the
last three decades. In 1955, the Senate had fifteen standing
committees; today it has sixteen, or about the same num-
ber. In 1955 the Senate employed 386 staff members for
those committees; today, however, Senate committee staff
numbers well over 1000. In the House during that span, the
staff for standing committees increased from 329 to almost
2000. And that accounts for just committee staff. With the
inclusion of personal staff, leadership staff, and support
agency employees (including those at the General Ac-
counting Office, Office of Technology Assessment, Con-
gressional Budget Office, and Library of Congress), con-
gressional staff now totals over 30,000/
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~and generally adds to his independence from the

In addition to increased staff, today’s member of Cop.
gress enjoys the use of modern telecommunications equip.
ment. Most members’ offices-have at least one computey
terminal with access to internal information systems and tg
the data base of the Library of Congress. Many office
networks access information systems outside the Congresg
as well. Information’ from other external sources also s
more readily available today. Congressmen always have
relied on briefings from lobbyists, law firms and trade
associations. These groups Have mushroomed in Wash-
ington within the last ten years. The ability to acquire
information from outside the Congress further reduces the
junior member’s dependence on the committee chairman

leadership.

Recent changes in congressional procedures also have
worked to distribute power throughout the Congress.
Three of these should be noted in particular:

1. The increasing frequency of multiple referrals to
committee;

2. New rules mandatm g open proceedings; and

3. The use of recorded votes on floor amendments
in the House.

The referral of bills to more than one committee for
approval increases the number of actors in the policy pro-
cess and adds. to the decentralized nature of trade policy-
making. New rules — along with increased media coverage
following Vietnam and Watergate — have made the con-
duct of business in Congress more open and less prone to
manipulation in secret by senior leaders and committee

chairmen. Committee and conference committee meetings |
now are generally open to the public, including even mark- |

up sessions. Various other rules regulating floor procedures

have been passed in the last few years — particularly in the |

House — which establish an.open debate and amendment
process. )

Congressional changes and trade policy

~ The cumulative effect of these institutional changes
has been to decentralize power in Congress and to frag
ment the legislative process. This has some important con-
sequences for Canada and for trade policy-making.

For one, it means that the Administration now has |
much less control over Congress than in the past. Con-

gressional support for international agreements concluded

by officials of the executive branch can no longer be taken |-

for granted — as indicated by the abortive East Coast

Fisheries Treaty. In thinking about negotiating free trade =

arrangements with US industrial sectors, therefore, the
Canadian Government must seek to involve Congress in

the process. At the same time, the fragmented nature of '»
todays Congress means that congressional leaders them-

selves have less control over the legislative process. Legisla-

tive decision-making is much more difficult to coordinate |

as a result.
And, as noted above, other major changes have con
tributed to a less orderly trade policy process. The blurring

of the distinction between foreign policy and domestic |

politics has involved all of the agencies and executive
branch departments in trade policy, increased the role of

domestic interest groups in the process, and resulted in the |-
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consideration of trade issues by virtually every
congressional committee.

Lessons For Canadian business

Some conclusions of interest to Canadian business can
be drawn from these developments. First, as all 535 mem-
bers of Congress are now active in trade policy-making,
proposed legislation on trade often emerges from more
sources with a primarily domestic orientation. More of
these initiatives, therefore, are likely to be protectionist
than in the past— when legislative proposals on trade and
tariff matters usually were introduced by members with an
internationalist perspective. Of course, pending bills do
not always become law. But many of them do remain
around from session to session and reflect issues and con-
cerns which must be taken into account by Canadians as
well as by the Administration.

Second, as decision-making on trade questions is clus-
tered around so many different centres of power — in both
executive and legislative branches — effective input into
the US decision-making system requires that representa-
tives of Canadian companies be in touch with members and

uire
the

Getting to the Congress

staff throughout the whole Congress and with officials at
almost all of the executive departments and agencies. As a
practical matter, that means having some kind of Wash-
ington presence. Canadian business should not assume that
it is well-represented in the States on the basis of the fact
that its access was adequate in the 1950s and ’60s.

Finally, given the openness of the US trade policy
process, Canadian business can have influence on US trade
decisions — perhaps more so today than ever before be-
cause there are so many points within the present system at
which to exert political pressure. Canadians generally will
have little effect on the US political process as Canadians.
But Canadian firms can work with domestic forces involved
on issues and can have additional influence on Congress by
activating  customers, suppliers, and employees from par-
ticular States and districts on specific issues. -

To the extent that Canadian business does have vital
interests at stake in the US, it should be fully informed and
participate actively in US trade policy-making. If it elects
to abstain from the process, it always will be reacting to
policies not of its own making and not in its best interests.
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What in the world’
“ gomg on"

Today, more than ever before the answer to that questlon matters. It
matters to-the business community. From the smallest retailer to the
largest exporter business is affected by the international economic
crisis, war in the middle east, and the arms race.

- How do you get behind the scene to find out what's really gomg on? In
Canada there is only one way — by reading International Perspectives,
the Canadian journal on world affairs. Timely artlc]es by leadmg
authorities, six tlmes a year for only $21 .

To be sure of receiving your copy, complete the subscnptlon order form
and send it to: : :

-International Perspectives, P.0. Box 949, Station ’B’, Ottawa, Canada, KIP 5P9.
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Resources aren’t enough
A detailed examination

Declining resources, declining
' markets

by Keith A.J. Hay and Robert J. Davies

Canada’s high standard of living has always depended

onexploitation of our abundant and economically valuable
natural resources. Indeed, Canada has relied on a com-
parative advantage in the supply of these resources to
compensate for a poor and deteriorating performance in
trade of manufactured goods. The desirability of this re-
liance, as well as the dominance of the US as a market for
our primary exports, has long been a source of political
unease. Yet, the motivation to tackle the issue with the
seriousness it deserves has been dulled by the very success
of our traditional strategy. We still enjoy a very high level of
prosperity, and so a complacent dependence on the prim-
ary sector continues. Historically this was eminently rea-
sonable, because the pattern of world trade was broadly
favorable to the furtherance of Canada’s exports of re-
source-based commodities.

Even in the 1960s, however, it was recognized that
resource-based trade had a relatively low income elasticity
of demand and was thus likely to result in lower than
average overall growth for Canadian productivity and in-
comes. The roller-coaster ride of resource prices in the
1970s fooled many analysts into thinking that Canada’s
resource future was golden, only to have it turn to dross on
the downside price plunge. More recently, trading pros-
pects have been further clouded by technological
developments.

In the renewable resource sector improvements
elsewhere in agromony, animal husbandry, forest manage-
ment and aquaculture have all led to new sources of supply.
Moreover, these new techniques have been applied outside
traditional production regions, both in the developed (e.g.,
forests in the southern US) and developing world (e.g.,
aquaculture in South Korea).

These developments have affected and will continue
to affect patterns of international production and consump-

: tion, often promoting European, Latin American and
- | Asian intra-regional trade rather than ocean-borne inter-

regional commerce. This is clearly detrimental to the fu-
ture export prospects of Canada.

1 Declining advantages

In the non-renewable resource sector improved
eophysical survey methods and advanced control and pro-
ess technologies have increased the availability and value
f low-grade ore deposits. One consequence has been a

)
proliferation of milling and smelting operations away from
traditional high-income large markets. Further improve-
ments in process technology are to be expected as pro-
ducers innovate against scarce factors, particularly high-
cost inputs such as energy.

More generally, product innovation in the 1970s and
early 1980s has involved a general trend towards miniatur-
ization, portability and energy conservation. A whole
range of consumer durables and more recently capital
goods, has become smaller, lighter, energy- and cost-effi-
cient, with higher value-added per unit volume. This has
led manufacturers to economize on the use of raw mate-
rials, adversely affecting demand. These trends, which are
likely to accelerate during the 1980s, are illustrated by the
substitution of synthetic fibres and plastics for more tradi-
tional materials in vechicle and aircraft technology, in the
use of integrated circuits in audio-visual equipment, and in
the use of fibre optic and satellite technology in the commu-
nications field. :

Rapid changes in the world economy during the later
1970s and early 1980s — in the pattern of trade and con-
sumption and the pace and nature of technical innovation
— have dramatically underscored the basic weakness of the
resource-based strategy. The Club of Rome was too pessi-
mistic; conservation could reduce energy demand. And the
hope of salvation through megaprojects was dashed as one-
by-one these became worthless in a world of falling real
resource prices. Still, the precise nature of these changes
and their implications for the future prosperity of Canada’s
primary resource sector remains poorly understood. We
have yet to see a comprehensive test of the assumption that
Canada can still count on its primary sector to sustain
income, output and jobs through the 1980s and 1990s.

- It seems to us a rash assumption. In order to test it we
must examine future patterns of production, consumption,
technical change and international trade. The prospects for

Keith Hay is Professor of Economics at Carleton
University in Ottawa. He contributed an article on
Canadian trade policy in the 1980s to International
Perspectives in JulylAugust 1982.

Robert Davies is Assistant Professor of Business
Administration-at the University of British Columbia in
Vancouver.
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abroad range of Canadian resource-based exports will also
be assessed. In each sector, the parameters of cost, price

and production will be examined. In addition, careful at-

tention must be paid to such key factors as labor-manage-
ment relations, transport and logistics, exploration and
drilling, process technology and input substitution, as well
as changing market requirements (tastes, demography)
and product substitution. In combination, all of these fac-
tors will be evaluated in the light of continuing changes in
industrial and international trade policies. This is no easy
task. Moreover, it should be recognized that in many sec-
tors, political override may be more important than eco-
nomic imperatives. Often such motives will be paramount
in actually determining the value, salability, and eventual
international marketing of Canada’s resource-based
products.

The traditional comparative advantage of Canada’s

Minerals
Minerals account for nearly one-fifth of Canada’s total exports. Though we remain the world’s largest exporter,
our share of major world markets — particularly in higher value-added processed products — has declined
significantly over the past decade. This reflects important structural changes in the world economy. These include
changing procurement strategies (such as barter and countertrade, and multiple sourcing); price and income
effects on patterns of trade; adjustments in tariffs and protectionism; preferential commodity and project
financing arrangments; and environmental and health constraints. Other factors include the further develop-
ment of low-cost alternative suppliers, technical change in processing aimed at reducing quantum inputs per unit
output, use of alternative lightweight materials and product substitution. Nine major Canadian minerals are
reviewed in capsule form. All pose a fundamental challenge to Canada’s traditional export market shares in this

primary sector.

Weak to positive growth

Iron Ore: Canada is a leading supplier to the US, but
has relatively high unit costs. Declines in Canadian
domestic and US demand, plug increased overseas
competition in bulk steel from Brazil, South Korea,
Japan and new EC members cloud future prospects.

Copper: Intensified competition from the US, New
Guinea and Indonesia (concentrates); Chile, Zam-
bia, Zaire, US, and South Africa (processed); plus
technological developments (e.g., fibre optics) have
already adversely affected Canada’s export market
share.

Lead: Product substitution to decrease pollution, and
competition from Ireland, Morocco, Sweden, Aus-
tralia, Peru and North Korea limit future growth
prospects for Canadian lead sales.

Tungsten: The US, Peru, Australia, Bolivia, China,
Thailand and Portugal offer alternative sources of
supply and increasingly competitive prices.

Stable

Zinc: Canada is the primary supplier of ores and
concentrates to the EC, and of both processed and
unprocessed zinc to the US. Declines in market
share, particularly of the processed mineral in non-
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resource sectors — minerals, forest products, agriculture
and fisheries — is rapidly diminishing. This reflects:

- increasing competition from alternative low cost
suppliers in the developed and developing world,;

- innovations in product and process technology
which reduce or eliminate the demand for several
of our staple primary exports.

Without a carefully planned strategic response to these
developments the Canadian economy could face a period
of absolute as well as relative decline.

The extent of the problem is illustrated by reviewing
product, market and technological developments for each
of our key primary commodity groups: minerals, forest
products, agriculture and fisheries. There will then be a
review of major export inarkets in each category, as well as
a look at what is happening to individual export items.

US markets, have occurred in the face of mounting
competition from within the EC and North:Korea,
the Republic of Korea, Peru and China.

Asbestos: Health risks associated with end-users,
mining and processing are limiting factors. Stiff com-
petition comes form South Africa, Mexico and the
USSR, where health regulations are much less strin-
gent, as well as from the EC.

Negative growth

Nickel: Canada is the world’s leading producer and a
dominant supplier to the US. However, increased
competition from low cost producers such as Aus-
tralia, Indonesia and the Philippines has dramatically
reduced its market share in Japan. Competition from
the US, Australia and South Africa has similarly
reduced Canada’s market share in Europe. -

Aluminum: Increased EC production from bauxite
and alumina imported from developing countries and
Australia has substantially reduced Canada’s market
share in Europe. In the Japanese market, competi-
tion from new energy-rich producers such as New
Zealand, Bahrain, Venezuela and Australia has been
associated with equally disturbing declines. In the US
market Ghana, Norway and Surinam have eroded
Canada’s position.




'rod
ing
ch
st

ea
‘l as

Resources aren’t enough

Major export markets for minerals

European Community

“ The substantial decline in Canada’s market share since the early 1960s is likely to continue in the face of strong
compétition, particularly from South Africa and Australia, from the further development of tied arrangements
with Associated countries. Slow EC overall growth will also limit export prospects.

United States

The US is at the same time a major competitor (being the largest producer of copper and a major producer of
zing, lead, iron ore and aluminum) and our largest export market (accounting for 60 percent of mineral exports).
Slower growth, erosion of comparative advantage in traditional manufacturing sectors and significant declines in
market share in the face of strong overseas competition all question Canada’s future performance. Over the
period 1962-79, for example, Canada’s share of US imports of the nine key minerals declined from 37 percent to
27 percent.
Japan/Asia ‘ )

While having the best overall growth prospects, the region is also likely to develop through the further
exploitation of intra-regional sources of supply. Within the region, for example, Australia in particular is
emerging as a key supplier, partly displacing Canada in many mineral lines. Also countries such as the
Philippines, Indonesia, Thailand and Malaysia have many of the same metallic minerals endowments as Canada.
From outside the region Brazil has achieved significant increases in market share. Additionally, multiple sourcing
strategies adopted by Japan to spread supply risks and depress contract prices limit Canada’s scope for profitable
market expansion. Similar sourcing practices are being employed by South Korea and Taiwan, and to a lesser
extent by China, Hong Kong and Singapore.

Forest products

Forest products generate more income and jobs than any other sector of the Canadian economy. Canada has
been a major force in the international forest products market because of readily accessible high quality
resources. Poor forest management and a lack of reforesting measures have failed to renew the resource.
Consequently, these are now dwindling, thereby exploding the myth of a potentially inexhaustible high grade
timber supply. In future reliance will have to be placed increasingly on physically inaccessible forest stands which
entail higher costs. In areas already logged over, regeneration will require higher-cost forest practices and
significant improvements in process technology. Both of these developments imply adaptation in harvesting
techniques and product mix. Meanwhile, fast-growing pine species have been widely planted in the US South,
Latin America and New Zealand. Systematic harvesting and homogeneous product poses a cost-price challenge
to Canadian forest products in their traditional markets.

Positive growth

Pulp: Cost comparisons with the US are unfavorable,
though Canada does have a quality advantage. More-
over, new technology allowing production of pulp
from shorter fibre Southern pine is likely to intensify
competition. Canada has shifted to thermo-mechan-
ical processes allowing more efficient raw material
use to recover a competitive edge.

Stable

Cut Lumber: Over the past ten years exports of
softwood lumber have increased. However, supply
constraints cloud the longer run picture. While the
allowable cut of softwood is used every year, only 50
percent of the hardwood quota is utilized, thus offer-
ing scope for some product substitution. Demand,
however, remains heavily dependent on the cyclically
sensitive housing market.

Newsprint: This is Canada’s major forest product.
Increasing tariff and non-tariff barriers have contrib-

.uted to a decline in world market share. The EC, for

example, has cut the quota for total imports to an
amount equal to Canada’s usual level of trade while
allowing free access to Scandinavian producers. Fu-
ture prospects are likely to depend upon the estab-
lishment of an appropriate market niche. USsales are
threatened in the long run by video technology.

Negative growth

Paper: Canada is weak in the international market
for high quality paper products because of our high
costs and trade barriers by others. Competition is
likely to intensify as new producers come on stream
and traditional suppliers move to higher value-added
products. In developing countries a variety of new
technologies permit paper to be produced from local
agricultural by-products.

Logs: Alternative low cost sources are likely to dis-
place Canada’s already limited market. Demand
from Japan in particular has virtually disappeared.
This is not a trade that Canada would wish to encour-
age due to the low value-added involved.
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Resources aren’t enough

Major export markets for forest products

European Community
Increased competiton from Scand1nav1a as well as mountmg trade restrictions will limit increasing Canadian
access to this 1mportant market for anythmg other than low value- added forest products. - -

Umted States

~ As in other resources,. Canada’s forest products trade is heav11y dependent on the US market. Increased
competition from domestic suppliers’based in part on the development of new resourcesin the South are likely to
limit our market prospects. Continuéd trade friction over the role of stumpage rates mcreases commercial
uncertainty in the lumber trade. Changlng technology poses a long-term threat.

Japan/Asia ‘ : ' :

Canada is an important supplier of pulp, paper and lumber to Japan. Growing cornpetmon from Australia,
New Zealand, Finland and Brazil could nevertheless prejudice our market prospects in the rapidly growing
Asian market. The supply of tropical woods from certain intra-regional supphers e. g Indonesia’s Kalimantan
province, is also growmg

Agrlculture

Canada s recent gams in agncultural exports owe much to the rmsrnanagement of centrally-planned economies,
to American geopolitical use of trade embargoes, and to vagaries of weather affecting harvestsin South America,
the US, Australia and the Soviet Russia. This constellation of events cannot be courited on to maintain itself over
the long haul. A critical look at Canadian food market developments, quickly reveals over-reliance on fickle
markets in the USSR and China. Meanwhile, growth in more traditional markets such as Britain and other EC
customers, Japan and the developing world has been weak, especially for wheat, meats and dairy items. Over-
supply has led the EC to use its ‘Common Agricultural Policy (CAP) as a defensive mechanism against import
growth and as an offensive weapon to spur grain, dairy and meat exports. This is unlikely to change in the near
term. Japan, Korea and Taiwan continue to protect struggling livestock sectors with trade barriers, but do require
larger feedgrain shipments. Other Asian markets are reaching self-sufficiency in cereals, beginning to export
rice, and moving to import large volumes of feedgrains and oilseeds. South America is largely self-sufficient in

livestock products, and has considerable grain and oilseed capability.-

Positive growth

Feedgrains: Canadais an efficient producer of barley,
oats, rye and associated products such as malt. De-
mand for these products in the USSR will remain
strong providing they cling to collective farming.
Modernization and greater entrepreneurial freedom
in China is likely to reduce gradually their import
requirements. Elsewhere in Asia, from Japan to
Thailand; there is a trend toward livestock produc-
tion which will require ever-increasing volumes of
imported feedgrains. Similar trends are underway in
the subcontinent of Asia. Canada’s major competitor
isthe US, whose export maize will be used to open up
livestock industries in the Orient.

Oils and fats: Demand for oils and fats is highly
income elastic. Requirements for cooking, season-
ing, mayonnaise and salad oils are burgeoning in East
Asia, India and Pakistan. Industrial use of linseed
and other non-edible oils is growing, but at a lower
pace than edible. Rapeseed, flax, mustardseed and
soybeans are Canada’s principal oilseed crops supple-
mented by animal fats (tallow). Export growth ap-
pears principally constrained by supply capabilities,
competition from palm oil, and some leftover tariff
and non-tariff problems in Asia. The ECis threaten-
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ing to impose quotos on imports, but this strikes at
US soybeans more directly than at Canadian. Qilseed
meal is a useful animal feedstuff.

Stable to weak growth

Foodgrains: Canadian Red Spring Wheat #1 is the
world’s top quality hard winter wheat, much in dé-
mand for baking. However, substitutes are appearing
and bakery technology is allowing flour mixes that
reduce hard wheat inputs. Competition in soft wheat
and lower grade hard wheat from the US, Australia,
and occasionally Argentina, is intensifying. :Cana-
dian wheat sales to traditional major markets such as
the UK and Japan are holding steady or easing
slightly. Recent crop shortfalls in the USSR and
China cannot be counted on forever. Changes in the
Crow Rate will probably reduce Canadian wheat pro-
duction and competitiveness. Most Asian developing
countries are now self-sufficient in rice and many are
beginning to export worldwide, thereby offering
competition to wheat. Requirements for wheat food
aid are down markedly in Asia and holding up
strongly only in Africa.




Negative growth

Meats: Canada is a high-cost producer of beef and
lamb. Pork production is of good quality at world
prices, with major markets in the US and Japan. EC-
CAP policies subsidize pork exports to Asian mar
kets, effectively throttling potential market expan-
sion. Australia and New Zealand have abundant
range-fed low cost beef and better quality lamb, im-
ports of which are already restrained in US and Can-
ada. There is little prospect that changing Crow rail
rates. will reduce Canada’s meat production costs,

‘Major export markets for agriculture

Resources aren’t enough

although it may regionally restructure the industry.

Dairy Products: Dairy products are mainly produced
in Canada at artificial prices maintained by dairy
marketing boards. Over-production of milk leads to
milk powder dumping and use as food aid. Canada
cannot compete in a free dairy market with New
Zealand, Australia or the US midwest. The EC
highly subsidizes milk production, as does Japan and
many neighboring Asian countries.

)

European Community -
The EC market is highly constrained by the CAP (Common Agricultural Policy) variable levy system. The
' CAP lets in only modest quantities of foodgrains and feedgrains to traditional buyers. It has shut off much of
Canada’s food trade with the UK and the Associated countries. There is no hope for meat or dairy trade
expansion, but in fact a continuing threat of the dumping of surpluses by the EC in third markets.

United States

The US is the world’s largest agricultural producer, and requires only specialized items from Canada. These
have some potential for growth in particular product niches, but overall potential is modest. Low-cost meat and
dairy items are under quota and mainly captured by imports from Australia and New Zealand.

Japan/Asia ’

Canada s strong in top quality foodgrains and feedstuffs. However our success could collapse if the US forces
Japan to import more meat. This would setback our animal feed exports. Oils and fats markets are attractive and
growing. Itis evident from changes in Asian dietary patterns, that there is a high income elasticity of demand for
oils and fats. A large proportion of household and industrial requirements for cooking oil, vegetable oil and
mayonnaise could be met by Canadian rapeseed. Most Asian developing countries are launching livestock:
industries which will require feedstuffs. Food aid needs are falling.

Fisheries products

Canada is the world’s premier exporter of fisheries products by value. This is principally as a result of two factors,
first, enclosure of the fisheries commons since the 1976 declarations of 200-mile economic zones (MEZ); and
second, contiguousness to the US market. Canada has relatively abundant fisheries resources, but since the 200-
MEZ it has taken some time to develop a rational fisheries management policy. Up to 1981, the prospect of access
to a new resource caused over-capitalization of fleets on both coasts (especially Pacific), over-expansion of fishing
effort, and a consequent depredation of much of the highest value resources, e.g.. Pacific herring and salmon,
Atlantic scallops, lobster and cod. Total allowable catches did not allow maximum sustainable yields. The
common property resource was typically over-exploited leading to critical problems with fishing industries on

- both coasts and the inevitable government bail-out and industrial restructuring. Requirements to maintain the
livelihoods of artisanal fishermen and native peoples on both coasts distort efficiency. Thus, Canada uses
technology ranging from primitive to state-of-the-art in capture fishing, with a tendency to favor labor-using
methods. Consequently, by world standards Canada’s unit labor costs in fishing are above average and we are a
high cost supplier of uneven quality product. Only low value-added (cod block) exports to the US currently show
clear Canadian comparative advantage. In processed fishery products, Canada lags in technology, product
development and international marketing. Efforts to move the industry up-market have been frustrated by poor
quality and high cost supply conditions and difficulties of obtaining and sustaining market access in the EC and
Japan.

Positive growth . ) ) )
: lantic coast. Relative to Nordic producers, Canada is

~ Shellfish: Supply constraints circumscribe growth of
this sector of the fisheries industry. Relatively high
real prices have led to over-harvesting of lobsters and

scallops. However, other shellfish can be found in _

abundance in more northern waters off Canada’s At-

still a high-cost producer, butis favored by easy access
to the rapidly growing US shellfish market. Competi-
tion from Asia in the form of canned shellfish will
increase and Canada will eventually be forced to
concentrate only on fresh and frozen products.




Resources aren’t enough

~ Weak Growth

Groundfish: These are the mainstays of the East

halibut, flatfish, ocean perch and turbot. Cod ac-
counts for approximately 50 percent of Canadian
groundfish. Better quality cod is now overpriced in
US markets. At the low end of the market, hake from
South Americais very competitive in the manufactur-
ing grades. Canadians have had few successes signing
up fast-food chains or expanding high quality fresh
goundfish sales outside the Northeast and Midwest
states: Sales of salt cod to traditional Caribbean and
South American markets are falling due to high cost/
high export prices. Exports to Japan are negligible
and to EC circumscribed by trade barriers. Sales to
the developing world are modest, and mainly in the
form of canned fish food aid.

Pelagics: Species include salmon, herring mackerel,
alewife and capelin, which, although often found in
both coastal fisheries, are exported principally from
the Pacific. Of major significance are salmon and
food herring, but both suffered from over-fishing and
indifferent resource management up to the early
1980s. Consequently, supplies have been erratic and

Major export markets for fisheries

European Community

Coast fishery. Species include cod, haddock, poliock, .

quality unpredictable. Prices and sales have varied
accordingly. For both salmon and herring, the US
Alaska fishery offers stiff and increasing price com-
petition, with improving quality. Canadian salmon
sales to the EC have not increased in volume for some
years, leaving Japanese demand to drive the market.
However, Japan is now. enjoying a rebirth of its do-
mestic salmon fishery, through' careful husbandry.
Herring sales are mainly to the US and the EC. EC
purchases have reflected a Common Fisheries Policy
ban on herring fishing, gradunally relaxing as their
stocks rebuild. Herring roe has been aboom and bust
business with Japan, and is not expected to regain
former heights. -

Negative growth

Freshwater: A combmatlon of water-borne pollution
and acid rain continues to degrade Canada’s freshwa-
ter fisheries. Even though smelt are produced from
Lake Erie and exported to the US and Japan, thisis a
modest trade. Whitefish, walleye, trout and other
freshwater fish are produced in minor volume and
cannot support a major domestic or international
marketing effort.

The ECs Common Fisheries Policy (CFP) sets limits on national production and imports. Canada has
exchanged 200-MEZ access agreements for apparent fisheries concessions in the EC markets, but these turned
out to be low valued. The problem of getting wide and sustained market access for Canadian groundfish still
persists, and given EC problems with its own CFP, these are unlikely to be favorably resolved, espemally with
Spain and Portugal seeking to enter the Community.

United States

The US is Canada’s biggest market, but high costs have made fish uncompetitive with hamburger and chicken
in the past five years. This cross-elasticity of substitution has shut down growth in both household and fast-food
chain demand for processed fish items. Canada has failed to capture the quality fisheries market; it sells low value
large volume with a low income elasticity of demand. It is much more difficult to sell high value processed fish to
the US, given the industry structure and marketing patterns.

Japan/Asia-Pacific

 This is the fastest growing market (especially since end of distant water fishing by Japan, Korea and Taiwan)
but it demands consistent quality and special preparations. It is very difficult for Canada to supply high value-
added fish items at acceptable prices.

Gloomy conclusion shares of the resource rent pie, will find themselves tussli

over a rapidly shrinking portion. As the global pace
If this analysis is correct, the years of prosperity for - demand for resources begins to slacken and the array

the resource based provinces are numbered. Their ability new sources and substitutes expands, so the profitability
to extract resource rents will shrink, as will their tax base. Canada’ resource sector will diminish. Recent events inf
The economiic, political and social consequences of such British Columbia and Newfoundland are but a foretaste off
developments are enormous. But these are not merely the challenges facing Canadian federalism and the Can
problems for governments. In the private sector both man- dian economy as it is reshaped to meet the needs of t
agement and trade unions, who have come to expect large twenty-first century.
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Intemational Canada, December 1983 and January 1984

“International Canada” is a paid supplement to International Perspectives sponsored by External
Affairs Canada. Each supplement covers two months and provides a comprehensive summary of
Canadian government statements and of political discussion on Canada’s position in international
affairs. It also records Canadian adherence to international agreements and participation in international
programs. The text is prepared by International Perspectives.

Bilateral Relations

USA

Canadian Bank Caught Between
US/Cayman Islands Law

Last fall, Canada’s Bank of Nova Scotia found itself
caught between two sets of laws in a case involving its
branch in the Cayman Islands. A US grand jury investigat-
ing the international drug trade had subpoenaed
Scatiabank to produce records of specific accounts in the
Cayman Islands branch, an act which, if completed, would
have been in contradiction to the secrecy laws operating in
the Cayman Islands. The bank appealed a US court order
which had found Scotiabank in contempt for non-com-
pliance, holding that they (the bank) “should not be co-
erced by US courts to break the law of a third country,”
according to a Globe and Mail report. The Canadian posi-
tion (both bank and government) also held that the US
courts might have used alternative methods of acquiring
the information without resorting to the subpoena and fine.
However, the US briefin the appeal case stated thatthe US
court was not required to do so (seek altemnatives) and that
the subpoena was enforceable. The US brief also stated
that US investigations into tax and drug law violations take
precedence over secrecy laws in foreign countries, that the
Scotiabank was cognizant of the possibility of govern-
ments having legal inconsistencies in international bank-
ing, and that the Scotiabank failed to make “a good faith
effort” to comply with the subpoena (Globe and Mail,
December 9). The Cayman !Islands’ government later re-
moved (for this individual case) the restrictions covering
the requested documents.

The Globe and Mail reported December 30 that the
US appeals court had remanded Scotiabank’s appeal, re-
ferring it back to the Florida District Court while retaining
jurisdiction. This would allow the bank to request a hearing
whereby it might present additional evidence in support of
its attempts to comply with the subpoena. Other parties
with interests in the case — the Cayman Islands, Britain,
Canada, and the Canadian Bankers Association — would
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also be allowed to file petitions (having previously only filed
briefs with the appeals court), the report went on to say.

The information ultimately provided by the Scotiabank
of the Grand Cayman account records was subsequently
used by the US Justice Department in charging twelve
people with narcotics offences and with having organizeda
continuing criminal conspiracy. Mr. Robert Twist of Flcrida
was indicted after a two-and-a-half year grand jury inves-
tigation. He was accused also of tax evasion and the laun-
dering of illicit funds both through businesses in Florida
and the Bahamas, and secret Scotiabank accounts (Globe
and Mail, January 11).

The Canadian government, in its support of
Scotiabank’s appeal of the $25,000-per-day penalty im-

posed for non-compliance with the US subpoena, re- }

garded the use of financial records by US prosecutors to
trace drug-trafficking dollars as a “prime example of extra-
territorial enforcement of US law,” according to a Financial
Post article. The Canadian government had advocated
diplomatic procedures in such foreign investigations, hav-
ing made representations to the US government for bilat-
eral cooperation. The Financial Post report mentioned the
possibility of a “new criminal assistance treaty with the
US,” indicating the Canadian view of the value of diplo-
matic negotiation in international law enforcement. While
the US Justice Department had asked that drug prosecu-
tors obtain government clearance before demanding for-
eign evidence, the trail left by the drug industry in
international account records (and especially currency
transaction reports) has led to numerous narcotics indict
ments. Enforcement officers believe that drug organiza-
tions take advantage of the same Bahamian bank secrecy
statutes that are used by legitimate accounts in order 10
launder illegal profits. For this reason, investigators and
prosecutors are focussing on money (cash surplus) rathef
than the actual drugs themselves in their search for evt
dence of narcotics infractions. The report went on to men
tion the “transnational nature of the allegations” of the casé
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and the role of the US grand jury which, because of se-
crecy legislation, might not always be able to take advan-
tage effectively of existing channels for US-foreign
government cooperation. The existence of a secret US/
Cayman Islands agreement for assistance in US narcotics
investigations (which was not used by the prosecutors
when dealing with the Scotiabank accounts) was one as-
pect of the case which the appeals court felt had been
unnecessarily kept from the lower court — use of such an
agreement might have obviated the need for fining the
Scotiabank for non-compliance with the US subpoena (Fi-
nancial Post, January 13).

CIA Mind-altering Experiments in Canada

The MK-ULTRA mind-control experiments conducted
during the late 1950s and early 1960s at the Allan Memorial
institute in Montreal (affiliated with McGill University) and
financed by the US Central Intelligence Agency, received a
second wave of news coverage during January as nine
Canadian victims of the program launched a nine million
dollar lawsuit against the US government. An edition of
“The Fifth Estate,” a CBC current affairs program broad-
cast January 17, gave the subject national coverage and
focused on the disruption of the emotional and physical
lives of the unsuspecting men and women used in the
secret experimentation.

Tests, conducted at Allan Memorial under the supervi-
sion of its director, Dr. Ewen Cameron, involved the admin-
istering of hallucinogens (LSD) and a form of brainwashing
called “psych’c driving” — the continual playing of tapes
composed of repeated questions and statements. The CIA
channelled financing for the program to the Institute
through a New York Association, the Society for the Inves-
tigation of Human Ecology, with a view to researching
brainwashing techniques. (The CIA was apparently spur-
redto act by the reported success of the North Korean use
of such techniques.) Patients involved in the program as-
sert that they were never notified of participating in experi-
ments and were, in fact, later charged for their “treatment”
upon their release from the institution.

One of the victims, Velma Orlikow, wife of MP David
Orlikow (NDP, Winnipeg North), having successfully sued
the Allan Memorial in 1981, has now joined the eight others
in their case against the US government. The group’s
lawyer, Joseph Raugh of Washington, DC, said during the
“Fifth Estate” interview that representations had been
made on behalf of his clients to the Canadian government
to gain access to records of an apology alleged to have
been made by the US government to Canada for having
conducted the covert experiments in Canada without the
knowledge of the Government of Canada. Respondingto a
Canadian requ~st for the American view of a proposed
release of the apology and related documents, the US
State Department asked that “the Canadian Government
Wwithold from public disclosure the documents in question.”
The Canadian government decided to grant the request
(Globe and Mail, January 17). However, the litigants see
t_hls apology and any accompanying documents as essen-
jual to their case. The CIA, in declassified documents, had
self later called the mind-control experiments “inhuman
and immoral” and had ordered that all MK-ULTRA files be
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destroyed — an additional problem for the collection of
evidence.

The Canadian government, having refrained since
1977 (the date of Mr. Orlikow’s first request for government
assistance) from intervening in the legal question of re-
sponsibility for the experiments, indicated in January 1984
thatit would apply diplomatic and legal pressure on the US
government for expedition in the case (The Citizen, Janu-
ary 17). Canada has communicated its intention to press
for a quick settlement, mentioning the possibility of direct
legal action through the International Court in The Hague
and the filing of a supportive brief in the existing lawsuit,
according to a Citizen report. The Canadian government
has expressed its dissatisfaction with a US expression of
“deep regret” for having violated Canadian sovereignty.
External Affairs Minister Allan MacEachen was said to be
in favor of either a settlement through direct compensatory
payments to the victims or an end to US government
stalling before the existing lawsuit against the CIA and the
US attorney general. Mr. Raugh has repeatedly expressed
his belief that the release of the documents and correspon-
dence he has requested (both resting in Canadian and
American government possession) would resolve the
question of legal responsibility (The Citizen, January 17).

Mr. Orlikow said in an interview January 18 that De-
partment of External Affairs officials had offered
assistance in the form of providing “any documents” that
would help his wife’s case (Globe and Mail, January 19). In
the Commons January 24, Mr. MacEachen responded to a
question from Mr. Orlikow by saying that representations
had been made to the US State Department, including
consultations by Canadian ambassador Allan Gotlieb in
August 1983. Mr. MacEachen added that the initial objec-
tive should be a “bilateral settlement” with the US, failing
which resort might be made to the International Court if it
was decided that the CIA activity was a violation of Interna-
tional Law. He also mentioned that “certain documents that
would be helpful. . .are not available for a number of rea-
sons’ (Hansard, January 24, Globe and Mail, January 25).

Documents obtained under the Access to Information
Act purportedly show that the Canadian government was
aware of and financially supported the mind experiments at
the Allan Memorial under Dr. Cameron, according to the
Globe and Mail of February 9. It was reported that funds
were supplied to the Institute for use in pure experimenta-
tion that would not prove of benefit in the treatment of
psychiatric patients undergoing care. Dr. Cameron re-
ported to the government on his use of the grants in the
area of memory loss and mind control.

Ocean Ranger

A US Coast Guard investigation into the sinking of the
oil drilling rig Ocean Ranger off the coast of Newfoundland
in February 1982 submitted a report of its findings in De-
cember. The chain of events which resulted in the deaths of
all eighty-four crewmen was determined to have been a
combination of leakage through a broken porthole, the
short-circuiting of the controls regulating stability of the rig,
“poor human response . . .[and a] lack of competent inter-
vention,” the Globe and Mail reported December 22.
ODECO International, owner of the rig, was fined for oper-
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ating with an expired inspection certificate, but the Coast
Guard inquiry decided that no law had been broken that
would have contributed to the accident. The report indi-
cated that better safety gear and adherence to proper
safety procedures might have alleviated the disaster. Rec-
ommendations included the installation of metal covers on
portholes for heavy weather, redesigned pontoon pumping
systems and better crew training.

Settlements averaging $440,000 were ratified out of
court for twenty-eight Canadian Ocean Ranger victims
(with families), and were sanctioned by the Newfoundland
Supreme Court on December 28. The determined costs
were shared by Mobil Oil and the Ocean Drilling and Explo-
ration Co., =nd involved agreements that suits against the
companies would be dropped in recognition of the settle-
ment. Payments were established on the basis of several
factors, iri2luding age, the number of dependents and
income. [niterest to be accrued through the investment of
settlements before January 1, 1984, would remain tax-free,
it was reported. (Tax changes to be made at that date would
alter their status.) Sources also reported that the rig’s
owner would proceed with a suit against the Ocean
Ranger’s Japanese builder, Mitsubishi Heavy Industries
Ltd. (The Citizen, December 29).

Acid Rain

Results of a poll conducted by a US public opinion
analyst, Louis Harris and Associates Inc., revealed that a
majority of the Americans polled felt that the problem of
acid rain required strong controls and decisive measures.
In a Globe and Mail report, it was stated that a majority felt
that costs for clearing pollution should be borne by those
contributing to the problem, while a smaller majority indi-
cated their readiness to contribute additional taxes to be
channelled into efforts at pollution control. Figures re-
vealed that a majority also felt that US industries and the
government were not doing enough to enforce standards
to combat pollution. The results were in sharp contrast to
earlier statements made by Environment Protection
Agency (EPA) head William Ruckelsaus that the acid rain
issue is extremely divisive and did not hold a majority
support for strong and immediate action. Canada has, for
several years, been pressing the US for an acid rain control
agreement, butthe US administration has refused and said
that additional research is necessary to determine what
actionis required — and how urgently — in response to the
accumulating scientific evidence (Globe and Mail, Decem-
ber 14).

Presidential candidate Walter Mondale (Democrat),
speaking at a New Hampshire conference on acid rain
January 8 said that he would support tough pollution stan-
dards as well as a treaty with Canada designed to reduce
sulphur dioxide pollution by 50 percent. Criticizing the
Reagan administration’s continued reluctance to act, Mr.
Mondale said that he would work toward the successful
conclusion of negotiations, should he be elected. His
claims were echoed by other Democratic hopefuls, includ-
ing Senator John Glenn and Jesse Jackson. New England
states, are rapidly becoming conscious of the threat posed
by increasing acid rain, something the Canadian federal
and provincial governments have recognized as a dan-
gerous problem for several years.
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Canada’s Environment Minister Charles Caccia, alsg
speaking at the conference, was reported as saying that
acidity threatens the forestry, fishing and tourism industries
of Canada and expressed Canadian frustration at US de-
lays in carrying forward a “1980 diplomatic understanding
to significantly reduce industrial sulphur dioxide
emissions.” The report noted that the presentation cf a
control program by the EPA had been postponed by the US
administration (The Citizen, Globe and Mail, January 9)
No representatives of the US administration attended the
conference, US officials having said that it would be “inap-
propriate to send anyone from the Administration unti
there is a policy to announce.” Editorials suggested that,
especially in an election year, the Reagan administration
should establish a policy that it could announce — one that
would make good President Reagan’s 1983 declaration 1o
meet the acid rain problem “head-on” (Globe and Mail,
January 10).

A symposium on acid rain organized by a group of
Canadian and US Church representatives ended January
13 with the release of a statement supporting potlution
control policies and bilateral Canada/US governmental
cooperation in reducing sulphur dioxide and nitrogen oxide
emissions. Sponsored by the United Church of Canada
and the US National Council of Churches, the symposium
stressed the need for a joint endeavor to confront environ-
mental issues. Spokesmen considered a concerted effort
to combat acid rain pollution and preserve the environment
as an “ethical responsibility,” reports said. Consultations
during the three-day meeting focused on emission
sources, political implications, methods of combatting the
problem and the “theological ramifications of environmen-
tal degradation.” The final statement was a call for an
attitudinal change on the part of Canadian and American
citizens — a more active participation in efforts at environ-
mental control (Globe and Mail, December 27, The Cit-
izen, January 14).

Reports in mid-January that the Reagan administra-
tion was considering additional research on acid rain be-
fore committing itself to action in a control program were
confirmed January 24 when US officials announced thata
presidential request for increased research funding of
about $55 million was imminent. Research would include

investigation into causes and effects, and methods for

controlling acid rain, as well as monitoring and neutralizing
programs. No mention was made of any plan for either
major emission reductions or a joint control program,
which had been Canada’s objective (The Citizen, Januar)
25).

Canadian reaction to the American proposal for con-
tinued research was strong, and reflectec Canada’s regret
that a joint control program did not form a part of President
Reagan’s plans. Ronald Irwin (Lib., Sault Ste. Marie) was
quoted as saying that President Reagan was “perpetrating
a fraud” by concentrating on further research when the
acid rain problem required immediate action to curb emis:
sions. Mr. Irwin noted that even EPA head William
Ruckelshaus August 1983 proposal for financing and mod-
est curbs was rejected by the US Administration — 2
further indication of the US government's determination t0
avoid reducing emissions, he said. Reports stated that
heavy opposition to the introduction of curbs came from
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; the US Midwest — location of most major suplhur dioxide-
; emitting coal-fired industrial and utility plants — and might
i be a prime consideration in the Ad ministration’s reluctance
' to act in an election year. Mr. Ruckleshaus, whose EPA
E received a fraction of its requested funding for research,
) was quoted January 26 as saying that the President was
S not “persuaded at this point [that] we know enough to
‘) implement a major sulphur dioxide emission program”
é (The Citizen, January 26). In the Commons January 27,
‘)_ stan Darling (PC, Parry Sound-Muskoka) called President
il Reagan's proposal “foot dragging,” saying it was a “token
t attempt, and . . .only outlined because the Democratic
»r; presidential candidates have taken a strong stand” (Hans-
it ard, January 27).
O ¥ The official Canadian response to President Reagan’s
i, §3 position on trans-border pollution was one of “deep disap-
4 pointment,” and was expressed in a statement issued by
of 34 the Department of External Affairs. Regret was expressed
Y §{ that Canada’s continuing and intense lobbying effort on
n f4 behalf of the negotiation of a joint control program had not
a |4 been more effective in altering the US stand. Environment
de |1 Minister Charles Caccia called the decision a “serious
da setback to Canada,” but indicated that efforts would con-
m {7 tinue to secure an agreement between the US and Can-
n- f§ ada. Mr. Caccia said that Canada considered the already
ot |1 accumulated scientific evidence sufficient to warrant ac-
nt {4 tionto control emissions. He mentioned the possibility of a
ns §-4 meeting with representatives of Western European coun-
on triesin order to formulate a combined “determination to put
he Iq intoplace pivgrams aimed at a reduction of acid rain.” The
n- 3 1980 memorandum of intent between Canada and the US
an | § was believed by most environment-conscious Canadians,
an pq said Mr. Caccia, to be a “bridge leading to a treaty” and this
o | latest US delay in reaching such an agreement on
it k4 strengthening controls was seen as a check on forward
3 progress (Globe and Mail, January 27). Answering a ques-
ra- § { tion by Mr. Darling in the Commons, Mr. Caccia said that
pe- {4 Canada’s distress was reinforced by that of many con-
ere 23 cemed Americans. He pointed out that “there are millions
ata | of Americans who are affected by acid rain and who are
 of | -4 very distressed by the announcement made . . .by their
J]Eie; 4 President” (Hansard, January 27).
or |3
Ing | - Alcan and State Taxation
her : Negative US rulings against appeals launched by the
am, £ 1 Aluminum Company of Canada (Alcan) challenging the
arj |4 controversial “unitary” method of state taxation, have not
- deterred Alcan and other multinational corporation officials
o |4 from attempting to lobby for reassessment. The tax is
gret | applied by many US states against the earnings of multina-
ent {7 tionals, whereby corporate tax is based on the international
Was ' § Income of pz.ent companies rather than solely on the
ting . 4 €arnings of state subsidiaries. The Canadian government
the has made appeals to the Reagan administration to inter-
nis- - Cede with states collecting the tax, and has encouraged
iam £ 4 the lobbying of such state governments by Canadian multi-
0d- | 1 national companies (Financial Post, January 13).
—23 ] Two appeals were lodged by Alcan, one in the United
nto State§ Supreme Court and the other in a regional appeals
thal 4 courtin Chicago. The Supreme Court declined to hear the
rom § -4 appeal, and according to the Financial Post, this was the
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third time in recent months that such an appeal by an
international company against California’s unitary method
has been declined. Alcan, following unsuccessful protests
by other multinationals (in Britain, West Germany and
Japan), directly challenged the California tax legislation by
appealing as a parent company rather than as a subsidiary,
arguing that its revenues (not itself having US premises)
were beyond the state’s reach.

The Chicago ruling, on the other hand, while denying
the appeal on grounds of timing (terming it “premature”),
did acknowledge Alcan’s right to appeal an Oregon levy of
the unitary tax method. Since this determining of the legal
position to appeal was one of the fundamental issues
involved in the Supreme Court case, Alcan lawyers have
indicated that they will now re-submit that appeal, in their
attempt to demonstrate that the unitary tax has damaged
its interests (The Citizen, January 10, Financial Post, Janu-
ary 13).

Steel Trade

The ongoing Canada/US dispute over the specialty
steel trade received another twist in January, when the
Canadian government raised duties (covering roughly $15
million) on selected US steel imports. The present actionis
in retaliation against a similar US move last July, when the
US government imposed increased tariffs and quotas on
imported specialty steel products. (The US increases had
been designed as protective measures against European
imports, but included Canadian products as well.) While
successfully arranging a quota agreement, the Canadian
government was unable to secure an exemption from the
tariff (Globe and Mail, January 5).

By an Order in Council, the government raised the
Canadian tariff effective January 1, 1984, as a stimulant to
the stalled negotiations between the two countries in which
Canada is seeking “adequate compensation” for losses
sustained through the original US action. The raised tariffs
will remain in effect (on a diminishing basis) for the next
four years, or until the US provides such compensation
(which might take the form of easier access to the US
market for other Canadian products). Department of Exter-
nal Affairs spokesman John Noble said that the US gov-
ernment recognizes the principle of compensation, and the
Canadian action was to act as an indication of Ottawa’s
concern over a settlement in the steel issue (Globe and
Mail, January 5).

The US move toward restricting steel importations
was described by External Affairs Minister Allan Mac-
Eachen in a Conference Board of Canada address as
“another illustration of the protectionist trend” and said that
the US must remain “very conscious about its access to
the Canadian market” when it legislates to counter
imports.

The Financial Post, in an article dealing with the threat
to Canadian exports posed by the growing US protectionist
trend, listed several factors leading to the US policy of
invoking restrictive measures:

The US protectionist drive is propelled by an over-
valued U.S dollar, a soaring trade deficit . . .sev-
eral hard-hit “smokestack” industries which are
finding it difficult to compete both at home and
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abroad, and a “free trade” government in Wash-
ington which seems increasingly susceptible to
protectionist pressure.

Fred Bergsten, director of Washington’'s Institute for Inter-
national Economics, told the Post that regardless of “its
free trade rhetoric, the Reagan administration has allowed
more restrictive measures in the past two years than any
administration since the 1930s” (Financial Post, February
).

Further requests for lower imports were made by
Bethlehem Steel and the United Steelworkers of America
on January 24 (which will require US International Trade
Commissior: recommendations to President Reagan for a
decision). Bethlehem holds that imports have seriously
injured the domestic industry and seeks a 15 percent im-
port quote. espite assurances that Canadian steel pro-
ducers would be protected from the move, the Canadian
government plans to make representations, said Mr. Mac-
Eachen. While aimed at Third World steel producers, the
proposed US action would cover Canadian products auto-
matically (Globe and Mail, January 26).

Canadian reaction from the steel industry was nega-
tive, with Steelworkers Union (Ontario) representative
Dave Patterson calling the action “a real slap in the face.”
Mr. Patterson, despite US claims that a healthier US steel
industry would ultimately benefit that in Canada, felt it
probable that Canadian jobs would be lost in order to
protect those in the US. And Dofasco Inc. has indicated
that it plans on making “strong representations” in opposi-
tion to the action (Globe and Mail, January 26).

Dofasco Inc. will be joined by Stelco inc. and Algoma
Steel Corp. Ltd., along with smaller firms, in a unified
objection to the requested quota imposition. They will
make their representations to the US International Trade
Commission before it makes its recommendations to the
Reagan administration. Although it opposes the Beth-
lehem petition, the Canadian government will only be able
to protest officially should the US Commission decide in
favor of the quotas (The Citizen, January 27).

Copper Quotas

Canadian copper producers expressed concern over
the filing of a petition by eleven US copper producers with
the US International Trade Commission. The US pro-
ducers are seeking increased restrictions on the importa-
tion of copper (primarily from Chile and an IMF-supported
Third World industry), which would take the form of quotas
on refined and blister copper for a period of five years, the
Globe and Mail reported. They cite as the reason for their
petition both low prices and strong import competition.

Like the Bethlehem Steel Corp. petition to the Trade
Commission, the US copper producers are filing under
Section 201 of the US Trade Act which would cover all
imports — including Canadian copper exports. For this
reason, Canadian copper producers are (in a move similar
tothat of their steel-producing counterparts) making repre-
sentations to be granted exemptions from US restrictions
that may be imposed should the Trade Commission rule in
the petitioners favor. The Canadian industry seeks such
exemption by claiming that their exports to the US, having
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stabilized in recent years, did not upset US consumption tried
patterns, the article continued. place
A similar 1978 petition by US copper producers re- andc
ceived the recommendation of the Trade Commission byt for a
was not acted upon by then-President Carter. The timing of appo
the present US copper petition would coincide closely with not a
the US presidential elections as it reaches the Reagan Schre
administration for a final decision, and observers speculate Ottav
that such a protectionist move (like the steel issue) could 14).
be turned to political advantage in areas suffering from l
heavy importation (Globe and Mail, January 27). answ
Hall, !
Ross Dam Project f* Gove
Speaking before a joint session of the Washington and €
state legislature January 26, Canadian ambassador to the views
US Allan Gotlieb called upon the US to pay more attention nature
to Canada when considering policy decisions and their such |
ramifications. While mentioning areas for cooperative ac- ratiza
tion such as trade issues and acid rain, Mr. Gotlieb concen- (The (
trated on the positive outcome of Canada/US negotiations
with regard to the Ross Dam project (The Citizen, January
27).
British Columbia had expressed concern about a plan CHII
proposed by Washington's Seattle City Light to raise the
Ross Dam on the Skagit River, which would result in the
flooding of a British Columbia valley. Through negotiation, Visito
a treaty between Washington state and the province was P
successfully developed in which British Columbia would in Jant
export and sell compensating power to Seattle in return for the trip
the latter's agreement to suspend the dam-raising plan relatior
Just prior to Mr. Gotlieb's address, the treaty bill received {- and Cl
state senate approval, and was then to be sent for con- {.§ world
gressional ratification. ] ciation
Mr. Gotlieb cited the state/province Ross Dam agree- § § (Mr. Tr
ment as indicative of the achievements possible through mote t
cooperative efforts. Common problems facing the two f § nation:
countries might be alleviated in future through such di | ] haven
alogue and communication. The ambassador concluded. } - future,
The essential thing for both of us is to think a fittle 1 iive \fvrc
more about our relationship and what we meanto |- durin r
each other, to mix together a littte more and to with g
provide opportunities to talk to each other a little { WithCl
more (The Citizen, January 27). 1 lr:g??:-
4 wood
y § develo
4 Canac
3 tunitie:
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Edward Schreyer to be High Commissioner 7 Chine:
Prime Minister Pierre Trudeau announced January 13{ '“Of_\ er
that Governor General Schreyer had been named as Can { Ch"}_a
ada’s High Commissioner to Australia. With Mr. Schreyers j positic
term as Governor General expiring, former Commonsf - Canac
Speaker Jeanne Sauvé would be replacing him. News} § €xtenc
reports announcing the appointment mentioned M 1 Credit
Schreyer's readiness to open Rideau Hall to a wider socid | _{ Untou
range of Canadians in his attempts to create amore pop § { rade)
ist image for the office of Governor General. However ¢f Nadiar
Globe and Mail article recalled the criticism drawn frorf { Palex|
both Liberal and Conservative parties when Mr. Schreyef { dome:




tried to “act independently of the traditional restrictions’
placed on the office — once during the Constitutional crisis
and once following then-Prime Minister Joe Clark’s request
for a dissolution of Parliament. It was suggested that the
appointment to Australia (a Commonwealth member but
not a vital trading partner of Canada) would provide Mr.
Schreyer with a respite from the tradition-bound post in
Ottawa (The Citizen, January 13, Globe and Mail, January
14).

In a January interview for The Citizen, Mr. Schreyer
answered rumors of dissatisfaction with his term at Rideau
Hall, saying that his intention upon assuming the office of
Governor General had been to speak out on national unity
and energy issues. However, he had found that personal
views were interpreted as policy statements of a political
nature. For this reason, he found himself “pulling back™ on
such issues and concentrating on the pursuit of a democ-
ratization of the office as well as areas of special interest
(The Citizen, February 1).

CHINA

Visit of Zhao Ziyang

Preceding Premier Zhao's seven-day visit to Canada
inJanuary, China’s official news agency Xinhua welcomed
the trip as marking a new, brighter stage in Sino-Canadian
relations, the Globe and Mail reported. Noting that Canada
and China shiare common concerns for the promotion of
world peace, the agency had expressed a Chinese appre-
ciation of Prime Minister Pierre Trudeau’s peace initiative.
(Mr. Trudeau had visited China in late November to pro-
mote his proposals for nuclear disarmament and an inter-
national dialogue.) Despite this mild support, the Chinese
have not shown any firm intention of following, in the near
future, Mr. Trudeau’s suggestion of a summit meeting of the
five world nuclear powers (Globe and Mail, January 13).

Trade issues tended to predominate in most talks
during the visit. While Canada maintains a trade surplus
with China (exporting about $1.5 billion worth of goods and
importing about $250 million), most Canadian exports are
not manufactured products, but rather sales of wheat,
wood pulp and mineral resources. With China's present
development program geared for rapid industrialization,
Canada sees expanding trade and investment oppor-
tunities and hopes to increase its share of the manufac-
tured goods and technology entering China. One problem
facing Canada in any attempt to widen its entry into the
(_Zhinese market, trade officials say, is the fierce competi-
tion engendered by having to deal with a country such as
China with lar e foreign reserves and a strong bargaining
position (since 1981). Gaining a competitive edge is one of
Canada’s trade goals, and the Canadian government has
extended both aid programs and a two billion dollar line of
credit (1979) to the Bank of China (most of which remains
untouched). One sensitive area in Canada/China bilateral

~{ trade relations remains quota restraints placed on the Ca-

Nadian importation of textiles and clothing (China’s princi-

§ Palexports). Canada has, in the past, in order to protect the
‘| ] domestic textile industry, resisted Chinese lobbying to
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have these restrictions removed. At the same time, China
is presently engaged in expanding its investment role in
Canada, looking primarily to the mining and pulp and
paper sectors (Globe and Mail, January 16).

Against this background of trade issues and disarma-
ment proposals, Premier Zhao arrived in Ottawa January
16 to begin his Canadian tour, travelling from Ottawa, to
Montreal, Toronto, Niagara Falls and Vancouver. Having
just completed a cross-country US visit, during which he
stated that China would “not engage in nuclear prolifera-
tion” (a safeguard necessary for the US selling of nuclear
technology), Premier Zhao was received with full military
honors by a delegation led by External Relations Minister
Jean-Luc Pepin. Mr. Pepin made mention of Premier
Zhao's reputation for economic reform in his official greet-
ing amidst tight security arrangements at Ottawa’s military
airport (Globe and Mail, January 17).

On January 17, Premier Zhao met for private talks with
Prime Minister Trudeau on Parliament Hill, and then pro-
ceeded to address a joint session of the Senate and House
of Commons — the first Communist leader to speak before
Parliament.

Mr. Trudeau introduced the Premier with an outline of
the developing relations between Canada and China, in-
cluding references to his personal fascination with the Far
East. The Prime Minister mentioned the growing impor-
tance of Canada/Pacific relations in the formation of foreign
and economic policies and specifically the “variety [and]
depth” of Canada’s relations with China. The early, for-
mative stage in bilateral issues involved, the Prime Minister
said, the successful implementation of programs for family
reunification, and cultural, sporting and academic
exchanges. This was the foundation upon which Canada
and China must build, and Canada might offer increasing
contributions to the modernization of China— especially in
the areas of high technology and resource development.
The Prime Minister also developed his peace initiative
theme and called for a fundamental world attitudinal
change, noting China’s “responsibilities of leadership in
the task of reducing the threat of nuclear war.” Stressing
that global peace is an ongoing process that must be
“continuously constructed, nurtured and maintained,” Mr.
Trudeau called on China to join with other nations to “dem-
onstrate our [common] stake in their [the superpowers]
deliberations” (Hansard, January 17).

Premier Zhao's address to Parliament focused on
China’s foreign policy, and emphasized his nation’s strong
will for continued independence. He outlined China’s pol-
icy of national independence, which includes the following
points:

— to develop relations with all countries on the

basis of the Five Principles of Peaceful Co-

existence;

— to strengthen solidarity with the other Third

World countries and friendship with the people of

all countries; and
— to oppose hegemonism and safeguard world

peace.
China initiated the theory of Five Principles during the
1950s and continues to support it as a workable policy. it
involves, according to Premier Zhao, “mutual respect for
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territorial integrity and sovereignty, mutual non-aggres-
sion, non-interference in each others’ internal affairs,
equality and mutual benefit and peaceful co-existence.”
These are the norms guiding China’s international rela-
tions, said the Premier.

Canada/China relations were cited as anillustration of
the ability of “countries with different social systems [to]
. . .live together in amity and co-operation,” with Sino-
Canadian contacts and economic involvement developing
steadily. Such relations are the objective of China’s long-
term policy, said Zhao.

However, several problem areas were mentioned in
the address. The issue of Taiwan was raised, with Premier
Zhao under"ning the official US recognition that the “Gov-
ermmment of the People’s Republic of China is the sole legal
Government of China and that Taiwan is a part of China.”
As the iss.” of Taiwan is considered by China to be an
internal afiuir, intervention or infringement of Chinese sov-
ereignty would not be tolerated. Premier Zhao saw the US
and China as approaching an understanding on this funda-
mental issue.

While China seeks a normalization of bilateral rela-
tions with both the US and the Soviet Union, several Soviet
activities have stalled progress with the latter. For a suc-
cessful normalization, said Zhao, the Soviet Union must:

— stop supporting Vietnam in its aggression
against Kampuchea;

— withdraw its troops from Afghanistan; and

— withdraw its forces from the Sino-Soviet border
and Mongolia.

The future of Hong Kong after 1997 was also dis-
cussed, with Premier Zhao attempting to allay Western
fears by saying that China had faith in the ongoing process
of Sino-British negotiations over the resumption of Chinese
sovereignty. Hong Kong would become a special admin-
istrative region of China. Premier Zhao elaborated:

The current social and economic systems and
lifestyle will remain unchanged; Hong Kong will
maintain its financial independence and its status
as a free port and international financial centre;
Hong Kong will maintain and develop its economic
and cultural relations with foreign countries; [and]
the interests of the residents and foreign investors
. . .will be fully protected.

As a developing socialist country itself, China will
support Third World nations in their efforts to safeguard
national independence and develop their national eco-
nomics. China favors the establishment of a “new interna-
tional economic order through global negotiations.”

Premier Zhao touched on Prime Minister Trudeau’s
peace initiative, commending the effort as a necessary call
for the world's nations to “safeguard world peace, relax
international tension and promote nuclear disarmament.”
China supports an increased international dialogue that
might lead the nations closer to joint nuclear disarmament
and an increased respect for the “principles of peaceful co-
existence.”

The address concluded with a reiteration of China’s
long-term policy of opening China to the outside world (for
both trade and the transfer of technology) and the country’s
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fundamental opposition to world hegemonism (Hansarg,
January 17).

The theme of hegemony was repeated by Premier
Zhao afewdays later in Vancouver, when he said that in hig
view “the root cause of international tension is the attempt
of the superpowers to seek superiority over the other in
their global rivalry” (The Citizen, January 23). The Premig;
spoke again of Mr. Trudeau's peace initiative, saying that
China “will hold continued close consultations with the
Canadian Government in search of specific ways to realize
these objectives.” This reference to a continuing dialogue
between China and Canada apoeared to be a warmer
endorsement of the effort than earlier expressions of cir-
cumspect support (Globe and Mail, January 18). This
stronger support was acknowledged toward the end of the
Premier’s stay when in Vancouver he said, “l support his
efforts to this end [the relaxation of world tension] and wil
continue to exchange views with him on this questien
through various channels” (Globe and Mail, January 24).

Having met in Ottawa with Energy Minister Jean Chré-
tien, Agriculture Minister Eugene Whelan, and Commu-
nications Minister Francis Fox in addition to the Prime
Minister, Premier Zhao held a press conference January
18. Responding to questioning, the Premier said that China
was willing to “import the technologies we need,” including
culture, education and art, but would not willingly allow
those influences which it considered harmful to Chinese
independence to gain entry. China was not anti-Western,
he affirmed, merely selective. Speaking of issues relatedto
human rights, Premier Zhao said that “theoretical and ide-
ological questions™ were open to discussion and that there
was no intellectual persecution of freely expressed views.
Said Premier Zhao, “the kind of thing like the Cultural
Revolution is gone forever” (Globe and Mail, January 19).

While in Canada, Premier Zhao and his high-level
delegation entered bilateral trade talks with Canadian rep-
resentatives with several major capital projects under con-
sideration, ranging from telecommunications and the
hydro sector to petroleum and petrochemicals. The Finan-
cial Post reported that Export Development Corp. (EDC),
Canadian International Development Agency (CIDA) and
Canadian Commercial Corp. (CCC), along with industry-
oriented federal departments, were working toward a “co-
ordinated approach” to the Chinese market — a newly-
opening market of great economic possibility for Canadian
manufacturing and service industries. EDC will be sending
a mission to Peking in the spring of 1984 to continue
consultations on new, more flexible financing plan
arrangements.

A Canada/China foreign investment insurance gua-
antee agreement was signed during the Premier’s visi

. . . . . “ ]
(insuring Canadian investment losses resulting from “ex-

propriation, war, revolution and the inability to repatriate
profits”), as well as a twenty million dollar contract for
Canada’s Spar Aerospace to supply twenty-six earth satel;
lite stations and “related telecommunications technology.
The Spar contract was characterized by Communications
Minister Francis Fox as having “unlimited prospects,
since China's modernization plans and general policy o

expansion would require additional technology and equip-

ment in future years which Canadian industry might sup-
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ply. Said Mr. Fox, “if you can satisfy the requirements
.. Jand] deliver a good product . . .chances are you're
going to get subsequent orders” (The Citizen, January 20).
This policy of opening China to the outside world encour-
aged the Canadian export community, the Post report said,
and further contracts between Canadian companies and
China were being actively pursued (Financial Post, Janu-
ary 28).

CUBA

Ministerial Visit to Cuba

On January 3, Fisheries and Oceans Minister Pierre
De Bané began an official visit of several days with Jorge
Fernandez Cuervo, his Cuban counterpart. Talks would
centre on the maintenance of the presently productive
fisheries relations between the two countries. Mr. De Bané
mentioned the continuing importance of Cuba as a Latin
Americantrade partner for Canada (G/obe and Mail, Janu-

ary 4).

EAST GERMANY

Return of Canadian Defector

Raiph Bernard Cross, a Canadian soldier with the
rank of private who defected to East Germany in May 1955,
returned to Canada in late December and faced a charge
of desertion. Canadian Forces spokesman Lieut. Kevin
Carle said that Mr. Cross had crossed to East Germany in
1955 from his battalion at Fort McLeod in Hemer, West
Germany, and had been granted political asylum by Com-
munist authorities. An East German news agency reported
atthat time that the soldier had been accepted by the East
because he believed that “he and his comrades were to be
misused for a new world war.” Twenty-nine years later, Mr.
Cross was expelled and instructed to return to the West,
where he was discovered by Canadian authorities in a
transit camp for Eastern European refugees. Flown by
military aircraft from the Canadian base at Lahr, West
Germany, Mr. Cross arrived in Canada December 23 for a
court martial (Globe and Mail, January 16).

Pleading guilty January 17 before a disciplinary court
martial (maximum sentence of which is two years less a
day), Mr. Cross said he considered his defection the “big-
gest mistake” of his life. Citing domestic problems as his
reason for crossing to East Germany, Mr. Cross stated that
he took no papers with him, provided no information to the
East German.,, and carried out no propaganda, according
to a Globe and Mail report. Mr. Cross spent thirteen
months preceding his expulsion in prison in East Germany,
after being convicted of espionage for having been foundin
100 close a proximity to a missile base, the report went on.
Lt.-Col. Tony McCormack, president of the court, imposed
the maximum two-year sentence for the charge (in addition
tO.t_lme spent in custody), saying that although there were
Mitigating circumstances, the offense was a serious albeit
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a rare one — a fine or reprimand, as Mr. Crosss defence
had requested, would not have been sufficient. Mr. Cross
will serve his sentence at Canadian Forces Base Edmon-
ton (Globe and Mail, January 16 and 18).

GUATEMALA

Plight of Mayan Indians

Guatemalan Mayan Indians were the subject of a joint
call sponsored by numerous Canadian native groups to put
a stop to the alleged genocidal war waged by Guatemalan
military regimes. In a statement issued January 3, the
groups asked for protests and contributions for refugee
relief in a continuing campaign to publicize human rights
violations against aboriginal peoples. The situation in
Guatemala was described as an ongoing “selective as-
sassination” of the majority Mayan Indian population,
through killings, harassment and expulsions (Globe and
Mail, January 4).

GUINEA BISSAU

Boarding of Petrocan Drillship

An offshore border dispute between Guinea Bissau
and Senegal led to the boarding in January by Guinea
Bissau troops of a Petrocan drillship manned by Canadi-
ans. The drilling site, one hundred kilometres off the south-
west coast of Senegal, had been selected by that country
and assurances had been given to Petro-Canada interna-
tional Assistance Corp. that no problems would arise be-
cause of the existing offshore dispute. Following an aerial
reconnaissance of the drillship in early January, Guinea
Bissau soldiers from two gunboats boarded the ship Janu-
ary 9 and indicated that because of the disputed nature of
the waters the Petrocan exploration program for Senegal
would have to be discontinued and leave the area (Globe
and Mail, January 21).

A Department of External Affairs source emphasized
Petrocan’s neutrality in the dispute, saying that shou!d
agreement between the two countries be reached soon,
exploration work might continue. (Petrocan, under the Ca-
nadian International Development Agency [CIDA], assists
developing countries in this program to locate new re-
serves of crude oil and natural gas.) Officials of Guinea
Bissau said that the boarding was in response to a 1977
agreement between the two disputants halting expioratory
work in the area.

The situation of the Petrocan drillship (and Petrocan
international assistance in general) was criticized in the
House of Commons January 25 by Howard Crosby (PC,
Halifax West). He questioned the decision to proceed with
exploration in disputed sea territory, saying that to trust the
assurances of Senegal showed either naive inexperience
or reckless ambition on the part of Petrocan (Hansard,
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January 25). Jean Chrétien, Minister of Energy, Mines and
Resources, had earlier defended in the Commons the
basic assistance objectives (oil self-sufficiency for the
poorer countries) of Petrocan International when ques-
tioned by Jean-Robert Gauthier (Lib., Ottawa-Vanier). He
said at that time that he considered “intolerable™ the atti-
tude of those who considered Petrocan exploration for oil
resources within the territorial waters of poor countries as
“wasting money” (Hansard, December 20).

HONG KONG

Marketing Initiative

Canaca=.po 84, to be held in Hong Kong in May, will be
an Ottawa-sponsored trade show designed to increase the
Canadiansale of goods and services, with alist of seventy-
five participant companies already committed. Canadian
cultural activities, including the exhibition of experimental
photography, the display of Canadian cuisine, and perfor-
mances by Les Grands Ballets Canadiens, will be coordi-
nated to coincide with the Trade show.

With Canadian exports to Hong Kong down 15 percent
in 1983 and imports up 20 percent, Canada currently runs
a four-to-one trade deficit. Marketing initiatives such as
Canadexpo 84 are an attempt to generate in Hong Kong a
greater awareness of Canadian product quality as well as
to stimulate in Canadian producers anincreasedinterestin
the potential of Pacific Rim markets. Both Canadian trade
officials stationed in Hong Kong and the federal govern-
ment are working to this end, according to the Canadian
Business Association of Hong Kong (Financial Post, Janu-
ary 14).

In the Commons January 16, Prime Minister Pierre
Trudeau, in response to a suggestion by lan Waddell (NDP,
Vancouver-Kingsway) of a mediation role for Canada in
assisting the China/Britain negotiations, reaffirmed the
governments intention to help ensure “that what happens
in Hong Kongis conducive to successful economic trading
with Hong Kong by Canadians,” but discounted the pos-
sibility of a direct mediatory role (Hansard, January 16).

ITALY

Visit of Premier Lévesque

Quebec Premier René Lévesque’s December visit to
ltaly ended in harsh criticism from the Canadian press,
disconcerted by the Premier’s handling of his interview with
ltaly's President Sandro Pertini. Mr. Lévesque’s behavior
dunng his official call at the Quirinale (and later with the
press) was described as “embarassing” both to the Cana-
dian government and to his ltalian hosts. Having proffered
an invitation for the President to attend the 1984 Quebec
celebrations of the 450th anniversary of Jacques Cartier's
arrival in New France, Mr. Lévesque proceeded to say that
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a visit to Ottawa would be unnecessary. Receiving a tenta-
tive acceptance to attend, Mr. Lévesque told reporters in
Rome that President Pertini would visit Quebec but ngt
Ottawa (The Citizen, December 17).

Since Italian policy has consistently steered clear of
any confrontation between Quebec and the federal gov-
emment, Rome (through its Ottawa ambassador) quickly
issued a statement that called Mr. Lévesque’s interpreta-
tion of the interview a “distortion” of President Pertinis
thoughts. Canadian ambassador to ltaly Ghirlain Hardy
subsequently received from the Quininale an official rejec-
tion of Mr. Lévesque’s invitation (Globe and Mail, Decem-
ber 19). In the Commons December 15, Jean-Guy Dubois
(Lib., Lotbiniére) made a statement expressing his “sorrow
and surprise at the manner in which the Premier of the
Province of Quebec is representing the Province abroad’
and said that he considered Mr. Lévesque’s behavior harm-
ful to the interests of Quebec (Hansard, December 15).

JAPAN

Dome LNG Project

Dome Petroleum Ltd. of Calgary worked through Jan-
uary to salvage a project to ship liquified natural gas (LNG)
from Western Canada to Japan. A Globe and Mail report
said that numerous delays, resulting from Dome’s financial
problems and opposition from Canadian gas producers,
had served both to frustrate Japanese interests that were
involved and to set the project more than a year behind
schedule. Dome’s partners in Japan, including Chubu
Electric Power Co. Inc., have threatened to withdraw from
the LNG project should further delays occur. (Dome was to
send to Japan — over a twenty-year period beginning in
1987 — a yearly supply of liquified natural gas amounting
to roughly 2.9 million metric tons.) Critics of the Dome deal
have cited several problems, ranging from the prohibitive
expense involved to the fact that neither National Energy
Board nor provincial approval has been received. Dome
executives travelled to Tokyo in late January in an attempt
to secure an extension of the general agreement expiry
date (January 31) — their fourth extension. However, Jap-
anese utilities officials of Chubu have expressed their de-
sire for “firm assurances the project will clear all regulatory
and financial hurdles,” within a limited timeframe, the arti-
cle continued. Dome spokesmen remained optimistic
about the LNG project, but say that revenue generated by
LNG sales would not be calculated as forming a part of
their debt-repayment and refinancing plans (Globe and
Mail, January 13).

Automotive Trade

The problem of quotas and the Canadian impaortation
of Japanese automobiles continued to receive news
coverage through this two-month period, as Canada
moved closer to the expiry date (March) of its existing aut0
agreement with Japan. Eiji Toyoda, Chairman of Japans
Toyota Motor Corp., told a Globe and Mail interviewer it
Vancouver (where his firm is constructing a plant to mar-

ufactur
quotas
industr
stimulu
industr
Canadi
wheel |
turing t
“outsta
compal
joint C
and M

Inc
Januar
presen
leaving
ada pre
seeking
ing in (
grading
compet
in the (
major ¢
He mer

—T
tion
—r
ufac
-]
ane

Thi
creasec
establis
the Brit
said the
climate

Japane

Canadi:

Thi
Motors

4 tion) gre

for a fou
ment Cq
ation we
and par
investm
“head ¢
liaison ¢
compar
potentia
and 21)




f— e TR W

_—lg Jd W 2 = e A -

—e (D = D

B 4

ufacture aluminum wheels) that Canadian auto-import
quotas would stifle competitiveness within the domestic
industry rather than help it. Mr. Toyoda advocated the
stimulus created by free foreign competition in the auto
industry, a situation created by the lowering of protective
Canadian import barriers. The British Columbia aluminum
wheel plant will combine “Japanese aluminum manufac-
turing technology and the Toyota production system” with
“outstanding technology and methods from Canadian
companies,” the report said. It will be the first-ever effort at
joint Canadian/Japanese industrial cooperation (Globe
and Mail, December 29).

Industry Minister Ed Lumley visited Japan in mid-
January with a proposal for an auto agreement to be
presented to government and industry officials. Before
leaving Canada, Mr. Lumley said in a Government of Can-
ada press release (January 6) that Canada was “actively
seeking our fair share of Japanese investment and sourc-
ing in Canada.” He also mentioned the necessity of up-
grading the technological capability and the international
competitiveness of the Canadian auto industry. Speaking
in the Commons December 20, Mr. Lumley outlined the
major objectives in any Canada/Japan auto negotiations.
He mentioned:

— more Japanese investment in assembly opera-
tions and parts facilities here in Canada;

— more procurement of parts from domestic man-
ufacturers; and

— joint ventures between Canadian and Jap-
anese businessmen.

The government proposal taken to Japan seeks in-
creased Japanese investment and sourcing as well as the
establishment of operations in Canada (an expansion of
the British Columbia Toyota plant endeavor). Mr. Lumley
said that he would stress “Canada’s positive investment
climate and efficient workforce,” in his efforts to secure a
Japanese commitment to increased participation in the
Canadian auto industry (The Citizen, January 7).

The Japanese auto industry (represented by Nissan
Motors and the Japan Automobile Manutfacturers Associa-

{ tion) greeted Mr. Lumley with a proposal of its own, a plan

for a four million dollar investment fund, the Capital Invest-
ment Corp.. The proposed joint venture investment corpor-
ation would be composed of both automakers (75 percent)
and parts manufacturers (25 percent) and would inject new
Investment into the Canadian auto industry in an effort to
_hgaad off protectionism.” It would operate primarily as a
liaison office, providing technical assistance to Canadian
companies and offering counselling and information to

POt:ntial Japanese investors (The Citizen, January 10, 14
and 21), ,

Mr. Lumley said that the corporation would be a “wel-
come initiative,” but would require “concrete projects” be-
fore benefits might accrue to Canada. Reaction to the
Japanese proposal on the part of Canadian automotive
Manufacturers was less sanguine. James Dykes, presi-
dent of the Motor Vehicle Manufacturers Association,
Called the fund “peanuts’ in comparison with figures in-

. Volved in Canadian auto industry investment (Globe and

Maif, January 11).

International Canada, December 1983 and January 1984
|

Mr. Lumley, after meetings with representatives from
several other Japanese auto companies, was optimistic
that the initial $4 million investment fund offer might be
successfully parleyed into an additional $200 million in
further investment proposals. He said he had been encour-
aged by a “substantial change in response” on the part of
Japanese industry, who have, in the past, been cautious in
investing in the Canadian auto sector (Globe and Mail,
January 14). Mr. Lumley had previously made a request to
Japan’s Minister of International Trade and Industry
Hikosaburo Okonogi that the Japanese auto industry “give
equal consideration to Canada when deciding on invest-
ment in North America” (The Citizen, January 14).

Following Mr. Lumley’s return to Canada, Kiyohisa
Mikanagi, Japan's ambassador to Canada, cautioned
against undue optimism that would anticipate a surge of
Japanese auto sector investment. In an Ottawa interview
for The Citizen, Ambassador Mikanagi questioned the
basis of Mr. Lumley’s $200 million figure, saying that Japan
must analyze existing US investments {in a market ten
times larger than Canada’s) before committing itself anew
in Canada. Mr. Mikanagi said that Mr. Lumley’s promise of
free access to the US market (of the products of Japanese
investment in Canada) under the Canada/US auto pact,
would have to be coupled with additional incentives such
as grants, interest-free loans and tax breaks, before Japan
would be able to consider heavy investment. The article
quoted Mr. Mikanagi as saying that Japanese policy was
“not just concerned with short-sighted political effects” —
referring to threatened Canadian local content legislation
{The Citizen, January 21).

Mr. Lumley responded with “surprise” to Ambassador
Mikanagi's statements, and reaffirmed his belief in the
imminence of Japanese investment. However, he said that
there still existed the possibility that Canada would be
required to legislate local content restrictions should no
investments be forthcoming (The Citizen, January 31).

The impending (March 31) expiry of the present Can-
ada/Japan agreement raised questions in the Commons
about its renewal and possible alteration. Derek Blackburn
(NDP, Brant) asked International Trade Minister Gerald
Regan whether Canada would be able to secure an ade-
quate quota or source agreement, and was told that quota
negotiation “would certainly be influenced by decisions
that they [the Japanese] make on investment in the Cana-
dian market and the utilization of Canadian parts.” Mr.
Regan said that Canadian workers had already benefited
from the fact that Canada had obtained a fixed number
rather than a market percentage quota (Hansard, January
23).

NICARAGUA

Call for Observer Report

MP Dan Heap (NDP, Spadina), returning from a 10-
day visit to Nicaragua and Costa Rica, called for the New
Democratic Partyto send an observer to Nicaraguato gain |
“first-hand information on the internal situation™ through

"
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direct communication. Mr. Heap criticized the govern-
ment's policy of serving Nicaragua solely through a Cana-
dian embassy in Costa Rica, saying that additional
independent NDP representation was necessary and that
Canada should take advantage of Commander Carlos
Nunez’s offer to observe unhindered all preparations for
and voting in the coming 1985 Nicaraguan elections.
(Nunez is president of Nicaragua’s Council of State.) Mr.
Heap said that although counter-revolutionary forces fight-
ing the Sandinista government would not be included in the
electoral process, Nicaraguan leaders had expressed faith
in the possibility of a negotiated settlement (Globe and
Mail, Januvary 20). '

NIGERIA

Military Coup

The government of Shehu Shagari, elected a short
time ago in Nigeria's first civilian-controlled elections in
twenty years, was overthrown on December 31 by a group
of senior officers who replaced it with a military council led
by Maj.-Gen. Muhammed Buhari. Justification for the
coup, deemed questionable by most news reports and
commentaries, was explained by spokesmen for the new
regime as a desire to halt the previous government’s cor-
ruption and mishandling of the Nigerian economy. Doubt
was expressed in the Canadian press that the military
would prove any more able to correct Nigeria's economic
problems than had Shagari, who had, in fact, recently
introduced austerity measures in a new budget designed
to appeal to the international financial community. The
general consensus expressed concern that such a rever-
sal as the coup raised grave doubt about the survivability of
“meaningful democracy” in African states with long histo-
ries of military government (The Citizen, January 4).

Maj.-Gen. Buhari expressed his intention to “abide by
all standing international agreements [and avoid] harsh
measures and bloodshed,” but his regime would neces-
sarily have to legitimate itself in the eyes of the international
community by adhering to its proclaimed policy of combat-
ting Nigeria's “unprecedented . . .corruption” (The Citizen,
January 4, various newspaper reports, January 2-6).

POLAND

NATO Sanctions

External Affairs Minister Allan MacEachen was re-
ported January 26 as saying that Canada and NATO were
reviewing sanctions imposed on Poland as a response to
its policy of martial law. The rescheduling of Poland's debt
and the possibility of extending a new line of credit were
also under discussion according to Mr. MacEachen. (Pol-
and had responded to Western sanctions by suspending
debt payments.) With Poland’s repeal of martial law, it was
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possible that NATO might now remove the sanction burden
and Canada would standto recover its outstanding govern-
ment loans (The Citizen, January 26).

Gerald Regan, Minister of State for Internationg
Trade, hadsaidin the Commons in December that Canada
would endeavor to supply Polish needs, particularly in the
area of foodstuffs. Responding to a question by Stan Hov-
debo (NDP, Prince Albert), Mr. Regan had said that al-
though he was amenable to a review of the situation, any
rescheduling of Poland's debt would have to be undertaken
on a “multilateral . . .responsible basis” (Hansard, Decem-
ber 15).

ROMANIA

Candu Sale Confusion

Canada’s two billion doliar sale of Candu nuclear reac-
tors to Romania, a deal concluded a few years ago, seems
mired in confusion that had been avoided in contracts
where Atomic Energy of Canada Ltd. (AECL) acted as the
contractor issuing sub-contracts to Canadian companies,
said a Globe and Mail report January 4. Romania was
acting as its own contractor, merely buying from AECL its
nuclear technology. ltalian and US companies would by
supplying turbo-generators for non-nuclear use, and Ro-
mania would (despite some Canadian criticism of a lack of
technical skill) itself be supplying some components.

Romania had demanded that counter-trade form the
basis of supply contracts, with Canadian firms being re-
quired to trade Candu components for Romanian goods.
This raised the prospect of these suppliers having to com-
pete with each other to market Romanian products on the
Canadian market, according to Donald Douglas of the
Organization of CANDU Industries (OCI). OC! made a
proposal whereby a Japanese trading firm would act asa
broker to market the Romanian goods on an intemational
scale, but this recommendation was rejected, Romania
demanding direct 100 percent counter-trade agreements
with Canadian suppliers.

Industry observers noted that Canadian supply firms
were critical of the delays and red tape involved when
dealing with Romanian bureaucracy in negotiating firm
contract decisions. Several contracts originally awarded to
Canadian companies had been cancelled by Romania
when the Export Development Corporation suspended
financing arrangements in 1982. A second round of con-
tract awards continues while Canada and Romania at-
tempt to resolve the counter-trade issues.

Two Canadian contractors successfully negotiated
counter-trade supply agreements with Romania during
January. Babcock and Wilcox Canada Ltd. (Ontario) se-
cured a $50 million contract for nuclear steam generators
and heat exchangers, while Versatile Vickers Inc.
(Quebec) was awarded a $20 million contract on a ca"
andria (tubing system). Scheduled for completion in 1986,
both contracts involved undisclosed counter-trade commit
ments (Globe and Mail, January 4 and 25).
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TAIWAN

Trade Mission

On January 6 a delegation of Canadian parliamen-
tarians (both Liberal and Conservative) commenced on a
week-long unofficial trade mission for talks with Taiwanese
representatives. The mission, along with promotional
plans on the part of the Canadian Chamber of Commerce,
was an indication of an increased Canadian awareness of
trade potential with the Nationalist Chinese. News reports
noted the possibility that any strengthening of trade ties
between Canada and Taiwan might prove an irritant to
Canada’s improving relations with the People’s Republic of
China. (When Canada recognized China in 1970, diplo-
matic contacts with Taiwan were severed.) At present,
Canadian policy endorses trade but no direct Canadian
government involvement. The problem arose of whether
the present mission of parliamentarians might be con-
strued as a stamp of official support. Gerald Regan, Minis-
ter of State for International Trade, in response to
questioning in the Commons by Peter Elzinga (PC, Pem-
bina) on December 19, had said at that time that contacts
with Taiwan “must be on a non-governmental, unofficial
basis.” While not maintaining diplomatic relations with Tai-
wan, the “Government takes every reasonable step to
facilitate the exchange of visits between businessmen” the
Minister said (Hansard, December 19).

Canada’s large trade deficit with Taiwan ($400 million),
coupled with market opportunities, has spurred the Cana-
dian Chamber of Commerce to examine the possibility of
establishing representation in Taiwan. Cost assessments
were in preparation. Otto Jelinek (PC, Halton), a founder-
member of the Canada-Taiwan Parliamentary Friendship
Committee, has often advocated in the Commons in-
creased involvement with Taiwan. He and his Committee
saw the threat of possible mainland Chinese commercial

- retaliation as minimal in relation to the advantages to be

gained from a marketing initiative in Taiwan — especially
the expansion of exports in the high technology fields of
energy and communication (Globe and Mail, January 6).
Member of the delegation Frank Oberle (PC, Prince
George) was quoted by the Globe and Mail January 12 as
saying that Canada should carefully widen trade and
Cultural contacts with Taiwan and that he doubted “any
injury to our relations with the mainland would result.” The
Canadian government had been cautious in its official
attitude toward Premier Sun Yun-hsuan's Taiwanese reg-
ime, particularly in the area of selling Candu nuclear reac-
tors to Taiwan, being hesitant to strain the tolerance of
mainland China with its lucrative and expanding market.

USSR

Soviet Jews

On December 8, James Peterson (Lib., Willowdale)
Made a statement to the Commons appealing to the Soviet
nion to “alleviate the presently deteriorating condition” of
Jewsin the USSR. Mr. Peterson spoke against the harass-
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ment of Jews seeking to emigrate, noting that the number
of Jews who had left the Soviet Union in 1983 had been
less than 3 percent of the 1979 figure. Some Jews, having
expressed their desire and intention to leave, had been
waiting as long as ten years for exits visas, Mr. Peterson
said. Criticizing the “campaign of vilification” against the
Soviet Jewish community, the MP called upon the Soviet
Government to

permit those Jews who wish to emigrate their right
to be reunified with their families, as prescribed in
the Final Act of the Helsinki Accords, and to be
repatriated to their historic homeland as guaran-
teed by the United Nations Declaration of Human
Rights, and urge that the USSR cease its con-
tinued harassment of those denied exit visas, and
curtail organized programs of anti-Semitism
(Hansard, December 8).

A three-member parliamentary delegation returned
from a Soviet visit in late January, and told of officially-
sanctioned mistreatment of and discrimination against
Jews who sought to emigrate. Mr. Peterson, Lynn
McDonald (NDP, Broadview-Greenwood) and Frederick
King (PC, Okanagan-Similkameen) spoke at an Ottawa
news conference of “job demotions, internal passports
identifying the carriers as Jews, anti-Semitic posters and
restrictions on teaching Jewish history and customs,” a
report stated. During their stay in the Soviet Union, the
MPs met with “refuseniks” (Jews seeking to emigrate) in
Moscow and Leningrad, but were unable to meet with
Soviet offficials who declined (Globe and Mail, January
23).

Call for Chemical Weapons Ban

The Kremlin presented to representatives of NATO in
Moscow January 10 a proposal for a European chemical
weapons ban and a call for a meeting between Warsaw
Pact and NATO envoys. The proposal said that the present
aggravated international situation increased the danger of
using chemical weapons, and Europe might be an initial
theatre for banning such weapons and eliminating existing
stockpiles. It also called for “certain paralle! steps” to be
undertaken in Europe to strengthen security, before an
international ban might be considered. However, the pro-
posal suggested that “complex technical questions” not be
included in a ban accord, leaving open the question of
verification.

Western reaction, according to a Globe and Malil re-
port, was cautious and skeptical, and saw the proposal as
timed to concide with the commencement of the Stock-
holm Conference in a propaganda move. Western diplo-
mats, the article continued, criticized the Soviet avoidance
of the verification issue — the monitoring of any mutual ban
or reductions. They compared this partial, regiona! ban
unfavorably with an earlier, more comprehensive NATO call
for a global chemical weapons ban (Globe and Mail, Janu-

ary 11).

Trade Imbalance

Senator Hazen Argue’s recommendation last fall that
Canada (especially its Western farmers) buy more Rus-
sian manufactured goods (cars and farm machinery) in

13
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order to secure a continuation of Canada’s large exports of
grain to the USSR met with a cool Canadian response.
Senator Argue, the minister responsible for the Canadian
Wheat Board, had specifically mentioned Lada
automobiles and Belkarus tractors and combines in his
suggestion for developing a means to meet growing de-
mands by the Soviet Union forincreased Canadian market
penetration. (The USSR is presently Western Canada’s
largest grain customer — 8.2 million tonnes in 1982-83.)
While Senator Argue’s proposals were personal views
and did not represent government policy, they met with
strong criticism from the Progressive Conservative opposi-
tion. According to a Citizen report, Blaine Thacker (PC,
Lethbridge-Foothills) told a Commons committee in
November that the Senator was not “fit for public office”
after outlining his suggestions (The Citizen, December 19).
How=-2r, despite a generally luke-warm (and some-
times hosiile) Canadian response, Senator Argue was
supported in the Commons December 16 by Bill Yurko
(Ind., Edmonton East). Mr. Yurko issued a statement ob-
serving that Western Canada exports so much more to the
USSR than it imports, that this “distorted balance of trade”

will surely be addressed by the Soviet Union “looking to
close the vast exchange gap in trade” (Hansard, Decem-
ber 16).

Support also came from the US, with planning director
James Frahm of the US Wheat Associates saying that the
Argue initiative shows up to particular advantage beside
the hard-line trade policy of the US. He stated that “restric-
tive moves . . .are more likely to irritate than resolve foreign
policy issues,” referring to suggested US restrictive mea-
sures following the KAL disaster last fall. Mr. Frahm saw the
Argue policy as designed to make of Canada a “preferred
supplier of agricultural products and other exports’ (The
Citizen, December 19).

In late January, Soviet vice-minister of trade Boris
Gorduv said during a Canadian tour by Soviet agriculture
and trade officals that Canada should not expectincreased
exports to the USSR without, in turn, accepting a greater
importation of Soviet products. Announcing an additional
purchase of Canadian grain ($200 million), Mr. Gorduv said
that in order “to carry out trade, we must not only be
buyers, and likewise you must not only be sellers’ (Globe
and Mail,) January 21).

Multilateral Relations

EUROPEAN COMMUNITIES

Long-Term Agreement

Canadian and EC officials reached a negotiated
agreement in December on new arrangements designed
to overcome administrative problems in implementing the
Canada-EC Long-Term Fisheries Agreement (LTA) in
force until 1987. The LTA allows EC fishing in Canadian

waters (now with more accurately defined conversion fac- -

tors) while reducing tariffs for Canadian fish products en-
tering EC markets. For Canadian exporters, new arrange-
ments involving tariff reductions will result in improved
access to Community markets, particularly the United
Kingdom (Canada’s largest European cod market). Now at
least 53 percent of the total Canadian reduced-tariff quota
will be granted access to the UK. At the same time, Cana-
dian products will no longer have to undergo further pro-
cessing in the EC before entering the catering and retail
markets and direct sales under the tariff quotas would be
permitted. Gerald Regan, Minister for International Trade,
advocated increased aggressiveness in marketing to con-
solidatz sales benefits achieved through these changes to
the LTA (Fisheries and Oceans, and European Community
press releases, December 19 and 22).
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Restricted Access for Canadian Newsprint

In January the ten-member European Community
(EC) joined with seven European neighbors to remove
remaining industrial tariff barriers and form an expanded
free-trading zone. Unfortunately for Canada and its news-
print export industry, a series of restrictive trade measures
forms a part of the new combination. Non-EC Scandina-
vian paper manufacturers, under the newly-formed tariff-
free zone, will have acquired an unrestricted access to the
Commons Market (both duty-free and unlimited in quan-
tity) — something Canadian producers had previously en-
joyed under earlier “duty-free and autonomous quota
arrangements” which provided for yearly shipments of
700,000 metric tonnes (Globe and Mail, December 22).
Canada had been lobbying for a new yearly quota (with
incremental adjustment for market growth) whereby it
might continue exporting at current levels, rather than be
restricted by the proposed non-EC 500,000 ton duty-free
quota which would be a sharp reduction for Canada.

Canadian reaction was strong, with a protest noté
being delivered December 22 to the EC delegation in
Ottawa from the Ministers for External Affairs and Interna-
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tional Trade. Canada had indicated that it was prepared to
carry its case to the General Agreement on Tariffs and
Trade (GATT) in Geneva, should ongoing negatiations be-
tween Canada and the EC fail to result in @ more favorable
access to EC markets for Canadian newsprint. Canada
holds that the proposed quotas contravene a 1974 agree-
ment to whose terms the EC should adhere, and were
therefore unacceptable. The protest note was accom-
panied by a public statement which called the EC decision
with regard to Canadian newsprint “particularly regret-
table,” such “unilateral action” allowing no recourse but an
appeal to GATT (The Citizen, January 5).

Nelson A. Riis (NDP, Kamloops-Shuswap) issued a
statement in the Commons January 19, appealing to the
government to “pursue vigorously™ action against the EC
because of its “blatant attempt to discriminate against the
Canadian forest industry.” Mr. Riis saw the quota changes
made by the EC as having “violated those GATT provisions
which specifically prohibit the reduction of export con-
cessions” (Hansard, January 19).

EUROPEAN MANAGEMENT FORUM

Canada’s International Rating

The European Management Forum (EMF) of Geneva
released its annual study of international competitiveness
January 9, and Canada’s performance position was seen
io have suzped from sixth to eleventh in the top twelve in
industrial competitiveness. (A separate EMF business
confidence study also showed a similar erosion of Can-
ada’'s standing.) EMF spokesman and study director,
Thom Rauschenbach, said in a Globe and Mail interview
that several factors were responsible for Canada’s slide,
including “the recession, a lack of industrial efficiency and
a poor record on innovation and research and develop-
ment.” Mr. Rauschenbach stated that through both statisti-
cal evaluation and the interview of businesspeople, the
conclusion was reached that Canada had lost competitive-
ness and confidence. It was noted that this yearss study
placed less emphasis on resources (a Canadian strong
point) and more on such areas as “economic dynamism,
productivity, labor costs and profitability.” The four leading
nations— Japan, Switzerland, USA and West Germany —
remained stationary in position. The results indicated that
Canada had not been as “adept at adjusting to the pres-
sures of recent years’ as several smaller European na-
tions, according to Mr. Rauschenbach. Mention was made
of the fact that the study included much statistical material
generated during the recession, before Canada experi-
énced an .conomic recovery of “strong non-inflationary
growth and impressive productivity gains (Globe and Mail,
January 9).

_The Financial Post for January 13 outlined Canada’'s
?ost:moning according to the criteria used in ten “principal
actors™

— dynamism of the economy (11);
— industrial efficacy (15);
— dynamics of the market (9);
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— financial dynamism (6);

— human resources (4);

— impact of the state (11);

— natural resources endowment (4);

— outward orientation (14);

— innovative forward orientation (15); and

— socio-political consensus and stability (14).

An accompanying editorial pointed out the need for
Canada to capitalize on the recent economic recovery, to
“adjust more quickly to the realities of a convulsively com-
petitive trading world.” Canada needed an outward-look-

'ing industrial sector; a government less “meddlesome,”

and a more close and cooperative management/labor
workforce, the article said (Financial Post, January 13).

NATO

Prime Minister’s Remarks at Davos Symposium

During a question-and-answer session January 28 at
the Davos Symposium on international security, Prime
Minister Pierre Trudeau made several remarks which
raised concerns by NATO allies that divisions within the
alliance on defence priorities were being unnecessarily
exposed. Mr. Trudeau had openly questioned whether the
United States would carry through with a NATO nuclear
first-strike policy against a Soviet conventional force inva-
sion of Western Europe. According to a Globe and Mail
report of February 1, the Prime Minister saw the “credibility
of NATO'’s nuclear strategy for Europe [as resting] on
whether the United States would really risk a third world
war by using nuclear weapons to defend its European
allies.”

Mr. Trudeau had been speaking about the increase in
nuclear weapon effectiveness and the retirement of weap-
ons whose usefulness had ended. Obsolete weapons
were being withdrawn from NATO defences, since by their
very nature (i.e., land mine atomic weapons situated on
NATO eastern frontiers) they deprived NATO of its option of
a flexible response. Their withdrawal provided an alterna-
tive to early first use, which Mr. Trudeau saw as a “sensible
and important decision” according to a Citizen transcript of
Mr. Trudeau's remarks. The question of the correctness of
NATO's overall strategy was raised in an exchange be-
tween the Prime Minister and Raymond Barre, a former
Premier of France.

According to Mr. Trudeau the question that was being
increasingly asked was:

Will the US president really order a use of an
atomic weapon, even in Europe, if he knows it is
going to result in World War lll. | don’t know the
answer of the president, but | guess one can spec-
ulate as to whether he would want to start World
War Il through INF [intermediate nuclear force]
anymore than he would through START weapons.

Mr. Barre responded that European neutralism and
pacifism would be the result of any “incredibility in the
solidarity of the alliance in all respects.” While not advocat-
ing such a course, Mr. Trudeau pointed out that current
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strategy did not necessarily lead us away from that course.
Mr. Barre said that Europe’s situation would indeed be
unfortunate, should a credibility gap develop. Mr. Trudeau
answered:

Mr. Trudeau: Do you think the president of the
United States, in answer to an over-running of
Europe by conventional Soviet forces, will want to
start World War Ill, an atomic war? You have to
believe that in order to not have a credibility gap.
Mr. Barre: | will never put the question because if |
put the question, there is no longer credibility (The
Citizen, January 31).

In the Commons January 30, Sinclair Stevens (PC,
York-Peel) questioned Acting Prime Minister Jean-Luc
Pepin as to whether the Prime Minister's Davos remarks
were a “Laulic expression [of] views held in NATO councils
by the Canadian government and asked what steps were
planned by the Government to “reassure the world publicly
of our commitment to NATO and our allies.” Mr. Stevens
stated that Mr. Trudeau appeared to be “failing to recognize
that, as a head of state, the Prime Minister is speakingfora
country that is an ally within the NATO alliance. How can
we expect our allies to trust Canada, and the Government
of Canada as an ally, when the Prime Minister publicly
questions NATO and NATO's deterrent position in NATO
itself?” Mr. Pepin responded that the Davos symposium
was a suitable forum for examining “the intricacies of even
our NATO policies and was not an indication of a change in
policy with regard to NATO.” He also recalled a December
4 speech by Leader of the Opposition Brian Mulroney
which called for a consideration of a no-first strike policy at
the upcoming NATO ministers meeting. Mr. Pepin, answer-
ing a query of Erik Nielsen (PC, Yukon) about the possible
effects of the Davos remarks on the Prime Minister's peace
initiative, added that he regarded such vital discussion as
had occurred atthe Davos symposium as part of the demo-
cratic reliance upon debate in resolving disagreements
between nations. According to Mr. Pepin, the Prime Minis-
ter had “simply elevated to the public political level discus-
sions that are taking place in public by a number of
specialists and non specialists” (Hansard, January 30).

Answering criticism from the Conservative Opposition
in the Commons for his expression of doubts about NATO
strategy, Mr. Trudeau suggested that any denial of doubt
would be hypocritical and felt, as had Mr. Pepin, that the
Conservatives had expressed a similar need to question
NATO's flexible response-first strike policy in the proposal
issued last December (Globe and Mail, February 1).

In a statement released February 1, Mr. Mulroney
responded that his proposal had been for Canada to raise
the issue of a “no-first strike policy” at the December
meeting of NATO ministers. The statement continued, “Itis
quite another matter however — in the course of a tour of
Warsaw Pact countries — to call into question the deter-
mination of NATO allies to carry out existing policies of the
alliance.” Mr. Mulroney agreed with Mr. Barre in seeing Mr.
Trudeau’s Davos remarks as undermining the foundation of
security in Europe (Office of the Leader of the Opposition
news release, February 1).

The Prime Minister had countered Raymond Barre’s
criticism of his questioning of the credibility of NATO's first-
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use strategy by saying that the “whole Gaullist theory of
force de frappe [France’s independent nuclear forces]was
that we cannot be absolutely sure that the Americans will
defend us,” according to a Citizen report of February 1.
However, a ripple from the issue showed up in Washington
February 3, when Canadian ambassador to the US Allan
Gotiieb was asked by the US State Department to provide
some “clarification” of the Prime Minister's remarks about
American commitment (The Citizen, February 4).

Receiving a degree of support in the Commons from
Paul E. McRae (Lib., Thunder Bay-Atikokan), Mr. Trudeau
repeated his theme of opening channels of East-West
dialogue and stated that he felt “the importance of estab-
lishing contact with Warsaw Pact countries [to be] selt
evident” (Hansard, February 3).

STOCKHOLM CONFERENCE

Dialogue or Rhetoric?

While most predictions in the Canadian press about
the achievements likely to emerge from the first session of
the Stockholm Conference on Disarmament in Europe
were roundly pessimistic, the invective traditional to most
East-West discussion proved, for the most part, less vir-
ulent than had been anticipated. Most editorials noted that
while the Conference was designed to develop, if possible,
“confidence-building measures,” it would likely have to
undergo an initial process of clearing the air. The Con-

ference was seen as forming a parallax to the Prime Minis- ;
ter's peace initiative — by establishing and nurturing §-1
international dialogue, we move in the direction of world §

security (The Citizen, January 10).

Canada'’s delegation to the conference — led by Ex-
ternal Affairs Minister Allan MacEachen, and accom-
panied by Joe Clark (PC, Yellowhead) and Pauline Jewett
(NDP, New Westminster-Coquitlam) as opposition mem-
bers — joined with other signers of the 1975 Helsinki
accords for talks. The conference was elevated to the level
of foreign ministers after NATO determined to stress the

importance it attached to the meeting by having political

leaders attend who were involved in security negotiations.
This was one of the considerations stressed by the Prime
Minister in his peace effort (Globe and Mail, January 13)

NATO presented a six-point proposal to the Soviet
bloc aimed at reducing the risk of an East-West confronta |
4 tion
ble, more predictable and more subject to verification” and | -

tion in Europe by making military activities “more observa:

included measures for avoiding both miscalculation and
surprise attack (The Citizen, January 16).

External Affairs Minister Allan MacEachen called the
conference a “significant political event” in which an East-
West dialogue, should it emerge, might facilitate the easing
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of international tension. However, his speech appealing t0 Cer

the member countries for a consensus on the “futility ot - a0¢
acrimonious debate” and a denunciation of “inflamed}: g¢
- . . recriminations’ unfortunately followed ratherthanpre | 4 . -
ceded Soviet Foreign Minister Andrei Gromyko's toughf

attack on the United States (Globe and Mail, January 19}
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Despite the harsh Soviet accusations, it was acknowl-
edged that Mr. Gromyko's speech did not go so far as to
deny the possibility of a continuation of Soviet-US negotia-
tions. But Mr. MacEachen did point out that Soviet agree-
ment proposals were primarily of a declamatory cast,
whereas the alliance has consistently advocated the nec-
essity of specific verifiable measures with minima! mutual
trust (Globe and Mail, January 20). Mr. MacEachen, after
meeting personally with Mr. Gromyko, stated that the So-
viet Union remained unwilling to resume the Geneva inter-
mediate-range and strategic nuciear arms talks (a lynchpin
inMr. Trudeau’s peace initiative). The Mutual and Balanced
Force Reduction (conventional force) taiks in Vienna would
be resumed this spring with Soviet participation, but they
were considered to be of secondary importance in the
issue of superpower arms control (The Citizen, January
20).

UNESCO

Canadian Reaction to US Pullout

The United Nations Educational, Scientific and
Cultural Organization (UNESCO) was officially informed
December 28 that the United States would be withdrawing
from the agency effective January 1985, aithough the US
would retain the right to rejoin at a future date should
UNESCO make stipulated fundamental changes. (Agency
rules requiie one year’s notice be given for withdrawal by
members.) The withdrawal by the US was in response to
perceived trends in UNESCO which the US found objec-
tionable — an increasingly anti-Western poiicy tiit, the
propagation of a New World Information Order (with restric-
tions on press freedom), and poor economic management.

A Globe and Mail report noted that whiie most other
Western nations (including Canada) had, like the US ad-
ministration, been concerned about the growing radical-
ization and politicization of UNESCO, they were of the
opinion that a reorientation of the agency might be more
readily achieved by having all powerful Western nations
remain within the UNESCO framework. Canada had
joined with these nations in making severai attempts to
dissuade the US from fulfilling its intention to resign.

Despite these representations, the US remained ada-
mant that under Director General Amadou-Mahtar M'Bow
of Senegal UNESCO had acquired, through the manipula-

e and tion of Third Worid developing nations (along with Soviet

n and |

encouragement), a strong ideological tilt that had carried it
away from its original mandate to promote world education,
literacy and *he transfer of ideas (Globe and Mail, Decem-

A ber 29).
 East- .-

vasing b} i
asinf ¥ cem that the US pullout (the US supplying 25 percent of

Canada and the Western nations expressed their con-

UNESCO’s budget) might jeopardize future activities of the

1amed ) 3 agency. Canada officially notified the US of its concern,
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saying that it regretted the US decision. Internal modifica-

! tion of UNESCO policy excesses was described as possi-

ble, and Canada indicated that it had no intention of
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withdrawing its support from UNESCO (7The Citizen, De-
cember 30).

However, Canadian editorials remained critical of
UNESCOss politicization, especially in its advocacy of the
new information order — a sensitive issue with any free
press. Many of the Third World countries of UNESCO (now
a large majority) had expressed fears that their indepen-
dence of development was being threatened by Western
exploitation through cultural and economic dominance in
the field of informatics (news and information processing).
The concept of what had been denigratively termed

“guided journalism” had been developed in recent years by

groups operating within UNESCO, and was aimed at avert-
ing just such an exploitative use of information. The pro-
posed rules or conduct code for guiding (through the state)
the dissemination of news and reports, had been criticized
in the Canadian press for their potential curtailment of the
people’s “right to know.” Such resolutions wouid impose
unacceptable restrictions on access to information, the
Canadian press said, with Third Worid governments gain-
ing a right to control information for their own ends (The
Citizen, December 30 and 31). It had been this threat to
traditional Western press freedom emanating from the
coalition of developing nations within UNESCO, along with
the issues of “collective” rights and the vaguely-defined
new economic order, that was seen by Canada as respon-
sible for US misgivings about the continued roie of
UNESCO.

Growing support for the US decision in the Canadian
press was reflected in a Globe and Mail editorial of January
2, which said that while abandoning the UN would be
“unthinkable,” withdrawing from a UN agency could be
legitimated. Agencies such as UNESCO were “set up to
perform particular functions and when they fail to perform
those functions, or subvert them to ideological extremism,
they don’t deserve the dollars they demand from unwiiing
partners,” the article continued. Another national press
article, considering director-Genera! M'Bow’s radical pol-
iticizing of UNESCO programs, described his “blatantly
partisan stance” as having driven his agencys largest
financial supporter to withdraw (The Citizen, January 13).
An editorial in The Citizen January 14 called for the West to
throw off its passivity when faced with such unwelcome
changes in UN agencies. The “authoritarian majority [of
UNESCO] have gone through the motions of moderating
their language but not their intent in response to Western
sensitivity” in their attempt to introduce the new order, the
article went on. Canada should be in the vanguard sup-
porting efforts to stem this shift toward coercion and intim-
idation of the international press.

Official comment from UNESCO appeared January
10 with a dismissal of criticism of mismanagement and
politicization. No mention was made of requesting that the
United States reconsider its decision, but Assistant Direc-
tor Genera! Henri Lopes called the reporting of presumed
US complaints (not given in the notice of withdrawal) a
“tissue of lies, often tendentious and sometimes slan-
derous.” He stated that although the withdrawal would
undermine the universality of the agency, UNESCO did not
anticipate making any changesin its methods of operation
(The Citizen, January 11). : :
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DEFENCE

Canadian Troop Strength

Resolutions calling for increased troop strength —
more manpower, and more efficient deployment of person-
nel — emerged from the 47th Conference of Defence
Associations held in Ottawa January 12 to 14 and would be
presented to Defence Minister Jean-Jacques Blais. War
readiness seemed to be the main note of the conference,
with requests that Canadian forces directed to the Euro-
pean theatre be increased to 90 percent of wartime
strength (presently at 58 percent). The Conference said
that 40,000 additional troops (out of a total 80,000) would
be required to meet fully Canada’s defence commitments.
It was also suggested that defence spending be increased
to 2.7 percent of GNP, more in line with other middle
powers. (Our present figure is 1.9 percent of GNP) An
extension of the Youth Training and Employment Program
—giving military training to unemployed youth—was seen
as one method of lowering Canada’s armed forces short-
age of manpower. Mr. Blais, speaking to the Conference,
said that the government would meet the NATO target of a
3 percent annual increase in defence spending, but this
was followed by conference participants saying that what
was urgently required was a new white paper on defence
policy that would address changed global defence issues.
Brig.-Gen. George Bell, president of the Canadian Institute
of Strategic Studies, called for a tentative Canadian re-
sponse to “the increased need for a Canadian naval pre-
sence in the Pacific, requirements for defence of territorial
claims in the Arctic and the advent of space weaponry”
(The Citizen, January 13 and 16).

Cruise Testing

Chief Justice Bora Laskin granted in late December
that Operation Dismantle (an anti-missile coalition) be per-
mitted an appeal to the Supreme Court to halt the federal
government’s plan to test the US Cruise missile in Canada.
Five judges of the Federal Court of Appeal had earlier been
unable to reach a consensus on whether the Charter lim-
ited the decisions of Cabinet, leaving the issue in some
confusion. The appeal contended both that the Cabinet
decision to permit the testing threatened the personal se-
curity of Canadians and that the Charter of Rights and
Freedoms could be applied to such Cabinet decisions.
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Operation Dismantle would have to prove that the Charter
“limits the Cabinet’s scope for unilateral executive action’
Judge Laskin said the case, while politically charged,
raised important legal issues which required clarification,
The appeal, scheduled for February 14, while determining
whether or not guarantees in the Charter of Rights on the
liberty and security of the person were being infringed
would also examine the degree to which judges might
review political decisions.

Speaking at the Conference for Defence Associa
tions, Defence Minister Jean-Jacques Blais minimized the
direct dangers involved in Cruise testng, saying that the
chances of an accident posed no more of a threat than “tha
posed by small planes and lightning strikes in the areas
concemed” (The Citizen, January 13).

Justice Minister Mark MacGuigan said that the federa

govermment need not necessarily wait for a resolution tof
the constitutional challenge to the testing before the Su-}- -

preme Court before proceeding with the tests on schedule.

While the first round of tests was set for early March of
1984, it was unlikely, despite Supreme Court agreementto} |
expedite the case, that there would remain sufficient time}

to both hear the case and produce the type of written
decision demanded by the breadth of the constituticna
issues involved (Globe and Mail, January 17).

Findings released January 23 from a Gallup Poll show
that Canadians were now almost evenly divided on the

issue of whether Canada should permit the United States§ 1
government to test Cruise missiles in Canadian territories. f
The poll also revealed that a much larger percentage (over}
1982) were aware of the Cruise issue — 88 percent by the | ;
time of the December 1983 polling. Those with previous} -
knowledge of the issue showed a steady yet margina}f -

reversal toward a more favorable opinion of the testing,
while those just learning of the Cruise controversy showed

a clear negativity toward the agreement (Globe and Malil,

January 23).

Doug Anguish (NDP, the Battlefords-Meadow Lake)

presented in the Commons January 24 a petition with

some 15,000 names (primarily from the province of}
Quebec) objecting to the Cruise testing over Canadianf 4

territory and requesting the withdrawal of Canada from
involvement or participation in the arms race confrontation
between East and West (Hansard, January 24).




harter

stion.”

irged §

-ation,
nining
on the
‘inged
might

socia-
ed the

at the f

n“that
areas

edera

tion to} 4
e St}

edule.

vritten
itiond

| show
on the

3sting,
vowed

1 Ma”l V'f

Lake)] |
-4 open teaching positions, according to a Globe and Mail
ice o}
radiang

n with

3 from
tation

| DISARMAMENT

PC Arms Control Study

Progressive Conservative leader Brian Mulroney ap-
pointed Joe Clark to conduct a study for the Conservative
party of arms control and disarmament. Not designed as
competition for Prime Minister Trudeau’s peace initiative,

1 said party spokesmen, Mr. Clark’s study would involve both

domestic and foreign consultation with experts in all areas
of arms control. Mr. Clark said he anticipated the “full
cooperation” of public servants in accomplishing his task.
Mr. Mulroney’s belief that Canada should be at the forefront
of the promotion of non-proliferation and no-first strike
policy, seeing the crucial role arms control played “in the
very survival of our society,” prompted the study and the
appointment.

By the end of December, Mr. Clark had metin London
with Lord Carrington, secretary-general designate of
NATO, and officials of the International Institute of Strategic
Studies. He later travelled to the continent for talks with
Canada’s ambassador to the United Nations in Geneva,
Alan Beesley (The Citizen, December 5, Globe and Mail,
December 22).

NATO Endorsement

NATO issued a special declaration after ministerial
meetings in early December, which was similar to the call
for renewed East-West dialogue basic to Prime Minister
Trudeau’s peace initiative. It emphasized the NATO com-
mitment, as a political alliance, to world peace. However,
NATO stressed its continued adherence to the “two-track
policy,” whereby European deployment of US missiles to
counter a Soviet buildup would be accompanied by arms
reduction negotiations. Despite a Soviet decision to dis-
continue taltks, NATO, while remaining firm would “main-
tain a readiness to dialogue,” Minister for External Affairs

] Allan MacEachen said December 8 (The Citizen, Decem-
rch 91 { ber o)
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A report entitled Some Questions of Balance, pre-
pared by Commission on Canadian Studies members
Thomas Symons and James E. Page for the Association of
Universities and Colleges of Canada, recommended the
development of a national strategy for higher education
after noting the large percentage of foreign professors
among Canadian university faculties. The commission
found that ~.7.6 percent of faculty members (40 percent of
fqll professorships) were foreign citizens, although Cana-
dian universities were themselves producing a supply of
qualified graduates that outstripped the demand offered by

report. Mr. Symons and Mr. Page suggested in their report
that this present surplus of Canadian academics might be
lost through employment in other fields if efforts were not
made to secure them teaching positions in Canada. This
would, forseeably, result in another wave of imported uni-
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versity staff to augment shortages such as the one crit-

icized in an earlier analysis of post-secondary education in
Canada released in 1976 by the Association.

The report regarded the appointment of foreign faculty
as detrimental to the development of Canadian studies,
and among their recommendations were the creation of
both a search committee for Canadian professors and a
Canadian centre for educational statistics. According to
the authors,

The Canadian community cannot be well served if
it is dominated by academics who base their
teaching and research on assumptions, priorities
and orthodoxies developed in an alien educational
system.

Without advocating anti-foreign measures, the report
called for Canadian academics to be given a fair chance to
obtain appointments at Canadian universities, as well as a
greater degree of reciprocity with US universities. Canada
must continue to train qualified graduates in expectation of
increased enroliment and retirement during the 1990s, the
report continued (Globe and Mail, January 12).

Employment and Immigration Minister John Roberts
said in an interview January 13 that he was in agreement
with the views expressed in the report about the high
percentage of non-Canadians. Noting that universities had
a “formative influence” on the way students think about
Canada, the minister said that they should be staffed pre-
dominantly by Canadians who would have a greater sym-
pathetic understanding of the country’s needs (Globe and
Mail, January 13).

Speaking in the Commons January 17, Mr. Roberts, in
answer to questioning by Jim Hawkes (PC, Calgary West),
said that the high foreign percentage was more a problem
of the past than of the present. Attempts at rectification
had, in the main, been successful. He stated that “the
problem . . .which exists today, is one which has been
created by the past to a considerable extent. We have
brought forward immigration criteria in an attempt to re-
spond to this problem and are insisting that positions be
well advertised in Canada before they are offered abroad
(Hansard, January 17). Tom McMillan (PC, Hillsborough),
in a statement in the Commons January 18, urged the
minister to “examine the relevant regulations in light of the
Symons-Page report,” claiming that “something is seri-
ously wrong when Canadians cannot get positions in their
own universities for which they are eminently qualified”
(Hansard, January 18).

Criticism of the report came from the Council of
Ontario Universities, with president Alvin Lee saying that
the statistics presented were distorted by having included
landed immigrants as foreigners in the analysis. Mr. Lee
claimed figures as high as 86 to 92 percent Canadian
faculty for Ontario universities (using his appellation of
“Canadian” for landed immigrants). Mr. Page told the
Globe and Mail that he considered citizenship of impor-
tance, since the inclusion of landed immigrants would
affect the relative competitiveness in faculty searches
(Globe and Mail, January 18).

An editorial in the Financial Post also found fault with
the report’'s recommendations, calling them an appeal for
increased “protectionist employment regulations” that
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would effectively proscribe foreign applications. Current
restrictions allowed foreigners to be hired where no
qualified Canadians were available. This presents univer-
sities with the difficulty of having to submit to the Ministry of
Manpower and Immigration evidence of having conducted
a proper search and with the inevitable problem of delay.
As an “institution dedicated to the pursuit of excellence,”
universities should be free to hire the most qualified, the
article continued. To develop an international reputation,
Canadian universities would have to hire the “best candi-
date,” whatever his or her nationality. The piece concluded
with a warning against “cultural protectionism,” since “only
the second-rate . . .has to be protected” (Financial Post,
January 28).

FOREIGN

Throne Speech

The Throne Speech delivered in the Canadian Parlia-
ment on December 7, 1983, contained a section devoted to
foreign affairs which was reproduced in the January/Febru-
ary 1984 issue of International Perspectives.

Prime Minister’s Peace Initiative

Prime Minister Pierre Trudeau continued his world
travels through December and January in order to promote
his peace initiative, but foreign reception (both press and
government) of his proposals for lessening international
tension remained subdued. As reported in the January/
February International Perspectives, the peace initiative,
besides the general impetus it gave toward an increased
international dialogue among world leaders, rested upon
several key issues outlined by the Prime Minister in ad-
dresses delivered last fall designed to strengthen the sta-
bility of world security through confidence-building mea-
sures. At that time, Mr. Trudeau had mentioned his five-
point peace plan with its list of top priorities for carrying
forward disarmament:

— a conference of nuclear states within the near
future, including the US, the Soviet Union, China,
Britain and France;

— a strengthening of the nuclear non-proliferation
treaty;

— a stimulation of stalled East-West talks on mu-
tual and balanced force reduction.

— aban ontesting and deployment of high altitude
anti-satellite weapons systems; and

— restriction of “excessive mobility” of interconti-
nental ballistic missiles.

The Prime Minister carried his peace plan to the US
for a meeting with President Reagan December 15, but Mr.
Trudeau did not press the President on the issue of his key
proppsal — the five-power conference of nuclear states —
in order to avoid the possibility of a firmly negative re-
sponse on President Reagan’s part. The meeting with the
President — attended also by Vice-President George
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Bush, Secretary of State George Shultz and Defense Se. r

retary Caspar Weinberger — produced a mild endorse-
ment of the Prime Minister’s initiative with a genera
expression of support. According to a report in Le Devoir
President Reagan had praised the Prime Minister’s efforts
to “construct a durable peace [batir une paix durable].” Mr,

Trudeau acknowledged to reporters after the meeting that ‘

world peace issues would probably never achieve a “final
successful breakthrough,” but he would continue to push
nevertheless for increased international political dialogue
(Le Devoir, Globe and Mail, December 17).

Canada’s ambassador to the US, Allan Gotlieb, re-
minded Canadians that the Prime Minister's peace initia-
tive dealt with diplomacy, and “diplomacy deals with
nuances.” Rather than expect immediate results, suppor-
ters of the effort should recognize that changes will come

about through a slow, step-by-step process of incremental

growth. Mr. Gotlieb pointed to promising developments,
such as the NATO decisions both to review its position in

MBFR negotiations and to upgrade the Stockholm Con- §

ference to the ministers’ level. He praised the Prime Minis-
ter's high profile effort at direct dialogue among world lead-
ers, according to a Citizen report December 21.

The relative lack of US media attention to the meeting
reflected the difference between foreign and domestic re-
sponse to the Prime Minister’s peace effort. While Cana-
dian support for Mr. Trudeau’s initiative has even been
carried across political lines (despite NDP Leader Ed
Broadbent’s criticism that no concrete action had been
achieved and no real progress or changes made), the
international response on the part of both press and gov
ermnment had been decidedly lukewarm. However, even
though the support offered by the US administration was
minimal, the President’s endorsement was seen as a nec-
essary step in legitimating the initiative on the world stage
as Mr. Trudeau planned his next step — the Soviet Union
(The Citizen, December 20).

While the Prime Minister waited for confirmation from
the Soviet Union on the possibility of a meeting with leader | -

Yuri Andropov (a meeting postponed because of Mr. An-
dropov’s continued ill-health), press reports (including Ca-
nadian) began to express the opinion that the initiative had
been “stalled.” With the American reception of the five-
point plan (other than on' the issue of an initiative to spur
talks) essentially noncomittal (like that of the other coun-
tries visited by the Prime Minister), Mr. Trudeau began o
shift his emphasis to the international dialogue side of his
peace initiative from the necessity (and urgency) of a five-
power conference. Reports indicated that Mr. Trudeau was
looking toward the January Stockholm Conference, withits
gathering of foreign ministers, to act as a politicized arena
for increased international communication in the search for
confidence (The Citizen, December 20).

While Soviet Premier Andropov’s continuing illness
prevented the Prime Minister from completing the last leg
of his peace initiative with a meeting in Moscow, Mr. Tru-
deau kept the effort alive in his New Year's address which
dealt with world peace. He spoke of the absolute necessity
for the world’s nations, both East and West, to establish
and maintain a peaceful coexistence. The address called
for a renunciation of violence in the settling of international
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disputes and for Communist countries and Western de-
mocracies to develop a healthy “respect” for one another.
The Prime Minister noted that an escalation in the ac-
cumulation of nuclear arsenals led not to an increased
sense of security, but rather to anincrease in the danger of
detonation. He continued, “In a sense, we live a contradic-
tion. We desire peace, but we also recognize in ourselves,
as in every human being, a propensity toward that very
violence which frightens us.” If conflict could never be
eliminated, it could be reduced through an effort of com-
mon will (Globe and Mail, The Citizen, December 30).

After receiving a measure of support for the initiative
from Chinese Premier Zhao Ziyang, which later would be
reinforced during his Canadian visit in January (see Bilat-
eral — CHINA — Premier’s Visit), the Prime Minister trav-
elled to New York to meet with UN Secretary-General
Javier Perez de Cuellar. After the meeting, Mr. Perez de
Cuellar expressed full support for the Prime Minister’s
effort to restore trust between the superpowers, a Citizen
report stated. Speaking of Mr. Trudeau’s role as global
mediator, the Secretary-General spoke of his being the
“representative of the concern of the international com-
munity.” The Prime Minister continued to press for the five-
member nuclear state conference, and requested the Sec-
retary-General to convene a meeting (The Citizen, January
12, Globe and Mail, January 12).

The Prime Minister received a letter from Soviet Pre-
mier Andropov in mid-January inviting him to Moscow for
talks, but no specific dates were given because of the
Premier’s continuing ill-health. Department of External Af-
fairs officials had made representations to the Soviet Union
for a meeting between Mr. Trudeau and the Soviet leader
as the “preferred interlocutor,” but had indicated that ap-
propriate senior Soviet officials might provide an alterna-
tive. Mr. Andropov replied that he himself would prefer to
meet personally with the Prime Minister on the issue of the
peace initiative, but at a later date (Globe and Mail, Janu-
ary 13 and 19).

In the interim, Mr. Trudeau announced that he would
be travelling to three East European Communist countries
— Czechoslovakia, East Germany and Romania (with a
sidetrip to the Davos Symposium) — to continue his call for

international dialogue. Canadian officials saw the three- .

country tour as a possible reinforcement of support for the
peace effort that might be used to advantage should a
Moscow meeting be arranged successfully (Globe and
Mail, January 24).

As the Prime Minister was to arrive in Czechoslovakia,
a Czech government official, Richard Dvorak, expressed
agreement January 24 with Mr. Trudeau’s call for reasoned
dialogue in reducing tension, but cautioned that time would
beamajor elementin any successful thawing of East-West
relations. While Czech Premier Lubomir Strougal called
theinitiative “useful and correct” and gave it his support, he
also lashed out at the US policies of the Reagan admin-
istration. Mr. Strougal suggested the need for a concretiza-
tion of the Prime Minister's plans, and hoped “that they
Might become realistic.” This combination of anti-US rhet-
oric and support for the initiative was repeated in the Prime
Minister's subsequent meeting with President Gustav
Husak. Mr. Trudeau acknowledged that “sharp language
Now dominates but the will for peace is in the heads of the

International Canada, December 1983 and January 1984
|
leading statesmen.” He later added, “I think we are in a
period of cautious hope where trust can begin to be built.
The language is slightly less sharp, but still ambiguous”
(Globe and Mail, January 25, 26 and 27, The Citizen,
January 26).

The Prime Minister's theoretical musings on the cred-
ibility of the US commitment to NATO's Western European
nuclear deterrent policy at the Davos Symposium (see
Multilateral — NATO — Davos Symposium) drew strong
criticismfrom NATO allies and suggestions from the Cana-
dian press that his peace initiative might have been nega-

tively affected. There was some press criticism that the

remarks brought into question NATO'’s entire two-track pol-
icy of deterrence, and might have been used to increase
the appeal of the Prime Minister's peace plans to the East
European countries (and Moscow) by further distancing
himself from the rhetoric of the Reagan administration.
However, the Prime Minister and Canadian officials indi-
cated that they were not concerned about adverse reaction
to the Davos comments, but felt that the remarks would be
interpreted by the international community in the spirit of
democratic debate in which they were given. Indeed, for-
mer President Jimmy Carter expressed his support for the
Prime Minister, saying that he did not believe Mr. Trudeau
“was insinuating that the United States was an undependa-
ble ally or that the NATO strategic policies needed to be
modified or were ill-advised . . . .l don't think Pierre Tru-
deau’s comments were intended to fragment the NATO
alliance and | don’t think they were interpreted that way by
people in my country” (Globe and Mail, January 30 and
31).

A meeting between the Prime Minister and East Ger-
man leader Erich Honecker February 1 produced what
many saw as the first concrete step in his East European
visit. East Germany had expressed agreement to establish
talks with Canada on disarmament issues and areas of
common concern in the arms race between official repre-
sentatives of the two countries, it was reported. The pro-
posed meetings would proceed on a bilateral basis, with
East Germany reporting back to the Warsaw Pact and
Canada carrying suggestions to NATO allies (Globe and
Mail, February 2). N

The three-country tour ended in Romania, where Mr.
Trudeau met with President Nicolae Ceausescu (himself a
leader with ambitions to a peace initiative). In talks with Mr.
Ceausescu, the Prime Minister made an appeal for a new
approach to arms control and typified nuclear deterrence
as an “absurdity” — an outdated policy belonging to the
“logic of ancther age.” The Romanian President endorsed
the call and added that “peace would notresult from the old
theory that an equilibrium of forces is the answer” Mr.
Ceausescu stated that he shared with Mr. Trudeau the
common objective of world peace, and advocated a return
on the part of the superpowers to the suspended Geneva
talks. Any nuclear response in an international dispute
would be “global suicide” (The Citizen, February 2).

KAL Aftermath

The report on the September downing of South
Korean Airlines flight 007 prepared by the International
Civil Aviation Organization (ICAO) was released Decem-
ber 13 and found neither that the crew were aware of being
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pursued by Soviet fighter jets, nor were they aware of
straying over restricted territory. The report also concluded
that the Soviet Union failed to make “adequate efforts to
visually identify the aircraft,” a necessary requirement of
ICAO rules and regulations for member nations. The ICAO
determined that flight 007 was neither an intelligence air-
craftnor attempting to save fuel by taking a shorter route by
flying over Sakhalin Island (a Soviet military installation). it
was believed that navigational error, through faulty compu-
ter programing, was responsible for the accident (Le De-
voir, December 9, Globe and Mail, December 14).

Following the ICAQ report, the Canadian government
requested from the Soviet Union a payment of $2.1 million
for damages to the families of the eight Canadians aboard
flight 007. (Any claims on behalf of the two landed immi-
grants kiued in the attack would be handled by the British
governm:~t.) The claim was formally presented December
21 by de viontigny Marchand, Deputy Minister of External
Affairs, to Soviet Ambassador Alexei Rodionov who
claimed to lack the authority to accept the claim. It was
reported that this claim was to be considered separately
from claims made directly by families against KAL (Globe
and Mail, December 22).

In the Commons, Allan MacEachen, Minister for Ex-
ternal Affairs, acknowledged the reluctance of the Soviet
Foreign Minister Andrei Gromyko in Stockholm to accept
the claim. The Canadian government would not directly
pay the compensation in anticipation of a settlement but
would “put pressure” on the Soviet Union to settle the
claim, according to Mr. MacEachen when speaking in the
Commons January 23. The Minister reaffirmed Canada’s
intention to pursue this objective (Hansard, January 23,
Globe and Mail, January 24).

An article by Col. Gen. Sergei Golubev (deputy com-
mander in chief of the Soviet Air Force for combat training),
appearing in the January issue of the Soviet Air Force
magazine Aviatsilfa i Kosmonavtika, contained an implicit
criticism of the Soviet fighter pilot who downed flight 007 as
well as of local ground commanders who acted on standing
orders for the attack of intruder planes. The pilot, according
to the article (the conclusions of which were not directly tied
to the South Korean airliner incident), was, by necessity,
responsible tor any “final decision” in a combat engage-
ment. Establishing the identity of targets is essential (The
Citizen, January 10).

Jerusalem PLO Terrorist Attack

David Berger (Lib., Laurier), in the Commons Decem-
ber9, made a statement denouncing the terrorist attack on
civilians in Jerusalem on December 6 that killed five and
injured forty-eight. The PLO claimed responsibility. Mr.
Berger proceeded to say that, in his view, the PLO, be-
cause of its betrayal of moderation, “could not claim to
represent the Palestinian people.” Noting that several Pal-
estinian leaders had also denounced this “outrage,” Mr.
Berger called for moderation in the advocacy of the Palesti-
nian cause and for a shift away from the perceived present
international indifference to terrorist activity (Hansard, De-
cember 9).

Sinclair Stevens (PC, York-Peel) asked in the Com-
mons December 12 whether the government had filed a
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protest over the PLO attack, and was told by the acting
Minister of External Affairs Gerald Regan that the Govern.
ment’s response had been one “whirh is consistent with
our established policy.” Asked again whether the Govern-
ment had, in fact, made an offical protest, Mr. Regan
responded that Canada “does not have offical diplomatic
relations with the PLO” (Hansard, December 12).

FIRA

GATT Report

A report prepared by an arbitration panel for the Gen-
eral Agreement on Tariffs and Trade (GATT) concluded
that Canada's Foreign Investment Review Agency (FIRA)
violated international trade rules by requiring foreign firms
submitting investment proposals to favor Canadian sup-
pliers in order to secure FIRA approval. However, the re-
port, resulting from a complaint against FIRA lodged with
GATT by the US, does not deny Canada'’s right to maintain
an organization such as FIRA to screen foreign invest-
ment. The pane! did find that Canada, by enforcing domes-
tic purchase requirements, had broken a GATT ruling
which demands that domestic and imported goods receive
equal treatment. It was decided that requesting foreign
companies to make promises of export performance did
notinfringe GATT rules. FIRA would be able to comply with
the report decision without an alteration of existing legista-
tion, it was reported, merely by ceasing to make such
commitment demands in future (Globe and Mail, January
21).

While the Canadian government had requested a
GATT delay in tabling the report in order to prepare its
response, Gerald Regan, Minister for International Trade,
said that wording in the FIRA act would be altered to
remove any ambivalence with regard to its non-discrimina-
tory policy. Canadian compliance with GATT rules couldbe
achieved by having foreign investors give “full and equa
opportunities” to Canadian suppliers when competing with
imports (Globe and Mail, January 21).

Commissioner at Davos Symposium

At January’s Davos Symposium (with Canada a fea-
tured country for 1984) in Switzerland, a gathering of
political and financial leaders organized by the EMF Foun-
dation, FIRA Commissioner Robert Richardson made an
attempt to allay fears expressed by the international finan-
cial community with regard to the procedures of FIRA. Mr.
Richardson, agency head since 1982, was in Davos to
convince world businessmen that the Canadian govern-
ment had altered its line on foreign investment, making it

more attractive. In response to complaints that Canada ber

had been an extremely expensive country to invest in
because of legal fees resulting from dealing with FIRA, Mr.
Richardson indicated that procedures had been stream-

lined and many frustrations previously experienced by ap- §
plicants had been removed. Under consideration was @

proposal to contact previous investment applicants who
received, what they then considered to be, unfair treatment
and ask them to re-submit proposals.
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When asked about the situation of foreign companies
which found themselves altering FIRA-approved plans
mid-stream, Mr. Richardson responded that the possibility
existed of that company being prosecuted, but could not
recall that this had ever occurred. The Commissioner of-
fered no argument when Petro-Canada executive officer
W.H. Hopper added, “Nothing really happens. Thats the
reality. Any reasonably innovative businessman can move
around the bureaucrats” (Globe and Mail,January 31).

A report in the Financial Post from the Davos Sym-
posium noted that response to the Canadian presentations
was subdued, with many international businessmen re-
maining “irritated at the imposition of FIRA on what they
consider to be many cases of investments that are not of
‘national’ importance in public-policy terms. And saying
that 95 percent of applications to FIRA are approved
doesn’'t impress them. It's the 5 percent that are rejected
that concemns them, because they are never certain what
category their ambitions for Canada might be in.” The
article continued, “Many of the Canadian presentations at
Davos fell flat because our posture is now forced to be
largely defensive. Government officials and businessmen
have to give dispirited explanations of why Canadaisn't as
bad as it seems as a place where outside money, manage-
ment, and expertise is welcome.” It was suggested that the
Canadian presentations at this year's Symposium provided
agood beginning in our continuing effort to let the interna-
tional business and economic community know that Can-
ada is “open for business” (Financial Post, February 11).

IMMIGRATION

Guatemala

Appeals by the Inter-Church Committee for Refugees
for a permanent ban on the deportation of Guatemalan
refugees in Canada were under review by Mr. Roberts
while the federal governmentimposed a moratorium on the
deportations. In December, Mr. Roberts had said in the
Commons, responding to a question by Dan Heap (NDP,

{ Spadina), that the government had embarked on a review

of the situation, including consultation with the United Na-
tions in Geneva and with diplomatic representives in Cen-

] tral America (Hansard, December 14). The Church group

had asked that those Guatemalans refused refugee status
by Canada not be deported and that the imposition of visa
requirements be waived. Ralph Girard, Department direc-
tor of refugee affairs, said that while status criteria could
not be char ,ed for a particular case, a special case might
be made whereby deportations would be delayed until the
danger of the Guatemalan situation had subsided (The
Citizen, January 6).

, Church representatives hadindicated their intention to
{ continue offering sanctuary to Guatemalan refugees in
{ Canada who faced deportation to their homeland, saying
g thatthey will do so until the federal government guaranteed
% the safety of the refugees by putting a halt rather than a
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suspension to the deportations. Spokesperson Sylvie
Gagnon, of the church-supported Committee Against
Forced Repatriation to Guatemala, cited gross human
rights violations in Guatemala as the reason for the offer of
sanctuary — “God's law coming before the government's”
(Globe and Mail, January 21).

Amnesty Program

The federal special and temporary amnesty program
for illegal immigrants was faced with a dilemma when one
immigrant came forward for application, Ms. Merlene
McKenzie of Jamaica, who did not qualify under the terms
of the program. Ms. McKenzie, though a long-term illegal,
had failed to remain underground for the necessary five-
year uninterrupted period because of a 1980 deportation
order. For this reason, officials had her arrested and re-
tained. But public criticism of the case was followed by
Immigration Minister John Robertss granting of special
permission for Ms. McKenzie to remain in Canada. With
the cooperation of the Immigration Department, Ms.
McKenzie would leave the country to be subsequently re-
admitted. Ms. McKenzie must first comply with the original
deportation order, and then subsequently re-enter Canada
under a Minister's Permit. Mr. Roberts has said that he
would recommend that she be granted permanent resident
status by Order-in-Council (Employment and Immigrantion
press release, January 12).

While Medel Green, defense counsel for Ms.
McKenzie, praised the Minister's humanitarian decision,
Mr. Roberts stressed that this particluar resolution would
not set a precedent. However, immigration lawyers and
community workers continued to criticize the strict govern-
mental interpretation of criteria for “underground,” claiming
that rigid enforcement led to the unfortunate confusion of
program applicants receiving poor advice and misunder-
standing the terms of elligibility. This group was concermed
that a purely technical interpretation (such as resulted in
Ms. McKenzie's initial arrest) would strengthen reluctance
on the part of illegals to come forward, but were heartened
by Mr. Robertss subsequent decision. A Globe and Mail
editorial, while acknowledging the humanitarian aspects of
the special case, noted that under Canada’s Immigration
Act visitors and immigrants required visas for admission to
Canada. Certain exemptions for specific countries were
made fromtime to time, but illegal immigrants were, in fact,
abusing the privilege extended to them. It was suggested
that, upon review of repeated immigration offences, the
Department of Immigration should reinstate the strict en-
forcement of visa regulations for those nations showing the
greatest numbers of entry violations (Globe and Mall,
January 13 and 18).

In the House of Commons January 23, Dan Heap
(NDP, Spadina) criticized the rigidity of rules restricting
application of the illegal immigrant program. Mr. Heap
called for an internal review of the program to insure that its
objective of aiding long-term illegals to become legitimized
was being met successfully and for the employment of
“knowledgeable individuals and non-profit community” or-
ganizations to assist in the program’s implementation
(Hansard, January 23). ’ '
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TRADE

Export Insurance Costs

The Export Development Corporation (EDC) had indi-
cated that export insurance costs for Canadian exporters
were likely to rise in 1984, considering the large increase in
claims the EDC had paid out in 1983. The EDC, a federal
Crown corporation, covers up to 90 percent of losses incur-
red by Canadian exporters when foreign customers de-
fault. Both commercial and political risks (including debtor
insolvency,”blockage of funds, war and rebellion”) might be
insured for export transactions. James Moore, secretary of
the Canadian Export Association, said that any EDC rate
increase should take into account ultimate claim recovery,
which stunds at roughly 70 percent. EDC vice-president of
insuranc”: Donald Keill noted a shift toward a higher per-
centage of commercial (bankruptcy/default) rather than
political (foreign currency shortage) claims. These com-
mercial claims, according to Mr. Keill, entailed a lower
recovery rate — hence the need for an insurance cost
increase. Rather than severely restrict, or remove entirely,
coverage for specific markets, the EDC had tended to
extend insurance to “long-time participants” while refusing
“new business.” Export representatives agreed with the
EDC policy, according to Mr. Moore, recognizing that once
the recent economic downturn had reversed, satisfied for-
eign customers (supported with insurance through the
economic crunch) would be more than ever ready to gener-
ate new business (Globe and Mail, January 16).

Duty Free Export Zones

December’s Throne Speech included mention of a
plan for establishing duty-free export zones in Canada, but
the response on the part of import industry spokesmen
had been dampened by a belief that the plan, unlike the
flexible US regulatory pattern, would amount “to little more
than an extension of the inward processing remission
order” currently in use. The government hoped to couple
new incentives with this remission order (whereby parts
were imported through posting a bond and subsequently
being reexported when completed), in order to extend the
order’s use among Canadian companies. The Department
of National Revenue saw this combination as encouraging
the development of export-oriented industrial parks (Globe
and Mail, December 17).

Agricultural Export Outlook

Canadian agricultural exporters faced a decline (5
percent from 7.5 percent 1983) in growth of export trade in
1984, according to commodity markets analysts. Depart-
ment of Agriculture’s Bruce Huff, speaking at the Canadian
Agricultural Outlook Conference in December, outlined
several factors contributing to the expected drop in the
growth rate. Primary among them were the continuing rise
in world production of agricultural commodities (especially
grain) and the after-effects of the recession on Canada’s
export buyers (many of whom trail behind Canada in eco-
nomic recovery). An increase in Third World production,
coupled with a decline in purchasing power and the spectre
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of protectionist measures, could alter significantly the tradi-
tionalimport patterns of Canada’s foreign markets. Foreign
exchange fluctuations and the relative value of the Cana-
dian dollar on the international exchange would also work
as contributing factors (Globe and Mail, December 19),

European Protectionism

At an Ottawa seminar sponsored by the Institute for
Research on Public Policy, Sylvia Ostry, deputy minister for
International Trade, spoke out against Europe’s “short-
sighted policies” which were, she claimed, heading the
world economy toward a “systematic deterioration of the
open trading system.” Noting that European measures had
gone beyond mere limitations on the volume of imports,
Ms. Ostry said that measures were being made to estab-
lish home product market share. Rather than simply resort
to such protectionism, Europe should “adapt to structural
changes in the global economy.” Ms. Ostry, in order o
assist Third World economies in handling their foreign
debts, advocated, on the part of industrialized nations,
more open and internationally competitive markets.
Should developing countries prove able to diminish their
foreign debt load, they would then be in a better position to
import manufactured goods — thus stimulating world eco-
nomic growth. Ms. Ostry discounted the role played by
large US budget deficits and the high value of the US dollar
in the slow growth of European economic recovery. Euro-
pean hesitancy to risk more currency devaluations should
not bind them to protectionism, but rather should lead them
toward a greater degree of international “coordination of
economic policy-making” Ms. Ostry said (Globe and Mail,
December 17)..

Macdonald Royal Commission (Toronto Hearings)

The December hearings of the Toronto seven-day
session of the Macdonald Commission on Canada's pros-
pects for growth and development revealed a strong “na:
tional slant” in the numerous submissions presented. A
Financial Post article of December 17 quoted a Bank of
Montreal representative giving testimony as saying that
what was needed most was an initiative to stem “the rising
tide of world protectionism™ through reform. This call for
freer trade was echoed in various submissions, with rec-
ommendations stressing the desirability of a more open
trade policy with relation to Japan. Economist Robert Mun-
dell stressed the benefits to Canada of such a policy —
namely, increased trade and the provision of “quicker ac-
cess to new technology.” Along with this negativity toward
the imposition of harsh protectionist measures, there was
evidence on the part of business of a dissatisfaction with
the degree of government intervention and regulation —
often seen as a barrier to trade expansion. Recommend-
ations included tax rate reductions, the elimination of tax
loopholes, a more flexible economic policy, and the exten-
sion of targets for unemployment and productivity as well
asinflation. While labor presentations were more pessimis-
tic, industry was conditionally “optimistic™ that Canada
would resume a steady growth path (Financial Post, De-
cember 17).
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‘One of the consequences of present worldwide eco-
nomic and financial difficulties has been an enormous in-
crease in the frequency of countertrade demands in
nternational trade. Until a few years ago countertrade
transactions were considered a phenomenon restricted
mainly to.the planned economies of Soviet bloc countries.
he US Department of Commerce has estimated that in
976 Countertrade accounted for 2 to 3 percent of interna-
ional trade. By 1983 this figure had jumped to between 25
d 30 percent of the world’s $2.13 trillion of international
ommerce. Of trade between the industrialized West and
‘ast bloc countries about 50 percent is tied to some form of
ountertrade. The most startling trend, however, has been
he rapidly growing number of developing countries that
ow-use countertrade demands in one form or another.
The principal factor underlying the growing use of
ountertrade by many third world countries is the shortage
pf convertible currency. Many developing countries with
thronic foreign debt conditions have been forced to make
ountertrade demands in order to conserve hard currency
and in some cases to improve their bilateral balance of
irade. If sellers of commodities and equipment to these
countries wish to maintain their customers or develop new
markets they are often compelled to accept a countertrade
fequirement as a condition of sale. In the short and me-
dium term, until the worldwide liquidity problems ease,
exporters must be well armed to handle various types of
non-traditional trade techniques. The conditions under
which certain countries demand countertrade are such that
mpanies unwilling to do business in this form will find
emselves excluded from an increasing area of interna-
vional trade.

pes of Countertrade
Countertrade, simply defined, is the term applied to
ansactions in which the importer (purchaser) in interna-
nal trade requires a reciprocal purchase by the exporter.
pes of transactions include pure barter arrangements,
bilateral clearing accounts, switch trading and compensa-
on (or buy-back), but reciprocal sales and counter-
rchase arrangements are the more common forms of
dountertrade.
In a counterpurchase agreement, for example, as par-
Hal payment for the sale of goods or services, the exporter
ay agree to accept a given percentage of the contract
lue in counter deliveries of goods and/or services. The
ansactions are usually separated into two contracts,
linked by a protocol of intent. The supplier receives full
sh payment for the original contract but must, within a

New ways of sélling to the Third World
But it disrupts

Countertrade

by David Goldfield

certain period, purchase (again for cash) the requisite
amount of goods from the original importing country.
Counterpurchase obligations are often negotiable and the
obligations can be transferred to a third party (i.e.,trading
house).

Compensation, often also called “buy-back,” is re-
lated to the sale of technology, equipment or plant where
part of the transaction requires a contractual commitment
on the part of the seller to purchase a certain quantity of
products that are produced by or derived from the original
sale. Because these transactions involve setting up entire
production facilities, their values can run into the hundreds
of millions of dollars. At a minimum, the period of the buy-
back obligation runs three to four years. It is not unknown
for a compensation arrangement to last twenty-five years
or longer.

Such complex transactions place an added burden on
the exporter. In addition to the inherent difficulties of
negotiating, drafting contracts, financing, risk
management, and in some instances disposing of the coun-
terpurchased goods, firms are hesitant to purchase goods
that are different from (or inferior to) those they would
normally deal in. Furthermore, the goods obtained by the
companies often have inflated prices. In other cases, the
goods obtained possess prices lower than market value,
and may saturate and disrupt markets. Nevertheless busi-
nessmen are overcoming their distaste for countertrade
simply because they cannot afford to ignore the enormous
markets in which this mode of trade has become a fact of
life.

Why countertrade?

Countertrade in East/West trade since the late 1960s
stems from two related factors. The first is a result of the
desire of East European countries to increase their exports
of products whose level of marketability and acceptance is
low due mainly to quality considerations and “image”
problems in Western markets. Secondly, the shortage of
hard currency in many of these countries has led them to
revert increasingly to countertrade to pay for needed West-
ern commodities or capital goods.

Countertrade requirements of the East European
countries vary from country to country, with the strongest
proponents being Albania, Bulgaria, East Germany, Po-
land and Romania. With the exception of Romania, most

David Goldfield is Director of Special Projects at the
Canadian Export Association in Ottawa.
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- East Eurdﬁea‘n'countries publish legislation or a clearly
 defined set of guidelines governing countertrade: However,

experts tend to dismiss the relevance of country—spe(:lﬁc;fj’ '

" countertrade generahzatlons andunderline that each coun-

tertrade deal has its own unique charactenstlcs and has to ,

be dealt w1th ‘on that basis.”

The complex1ty in demands and vanety of coun-
- tertraded products forces most exporters to.-use-a trading
house as a third party interme diary to facilitate the success-
ful completion of an export deal conditional on a coun-
tertrade requirement.- ~Numerous trading houses with
expertise in countertrade have developed in Europe, cen-
tred in Vienna, Zurich, London and Paris. In the United

States a number of well estabhshed trading companies with -

countertrade experience have been joined in recent years
with the establishment by several US companies of corpo-
rate subsidiaries to handle countertrade products. Among
~the more notable are General Motors, Control Data, Gen-
“eral Electric and Sears Roebuck. In Canada there are few
trading houses with the size and expertise to handle coun-
tertrade requirements for an exporter. However, with in-
creasing demand in the last few years for these services
there has been a limited trend similar to that in the US of
large corporations forming trading subsidiaries to deal with
- countertrade. Also anumber of large international trading
companies from the US, Europe and Japan offer coun-
tertrade services in Canada. In addition, some banks in
Canada have set up countertrade ﬁnancmg departments,
and there has been a recent expression of interest from the
banking community in being allowed to take title to goods
in order to facilitate countertrade transactions for their
clients. This has been-argued as an area of disadvantage for
our banks vis-a-vis European and US banks which are
permitted more leeway and in some cases operate tradmg
subSIdlarles

From East bloc to Third World -

The same factors motivating East European countries
‘to include countertrade requirements in many of their
import transactions have affected an increasing number of
Third World countries. Many developing countries, includ-
ing oil producing ones, are subject to similar financial
constraints due to drastic aggravation of their foreign debt
position. They are reverting increasingly to countertrade in
order to fill'in part their import requirements. Further-
more, in developing countries, countertrade is more and
more part of a deliberate strategy of development,
whereby the practice’is conceived as a means to speed up
the economic development process by using foreign tech-
nology and capital to build extraction and production facili-
ties, to be paid for at a later date with output of these
facilities.

The long list of Thlrd World countries practising coun-
tertrade includes Brazil, Iran, Venezuela, Malaysia,
Kenya, Ethiopia, South Korea and India. Most of these
countries have taken a fairly ad hoc approach to their
countertrade requirements with few formalized pro-

-cedures. Indonesia and China, however, have vigorously
institutionalized their demands with carefully structured
plans and rules. In late 1981 the Indonesian goverment
introduced regulations that all government purchases
funded by the state over $750,000 must have a 100 percent
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" nesia and to: fulfill its part of the deal must take back the

equivalent value of Indonesian products and sell them §
~ within nine months or face a 50 percent penalty on the |
unsold portion. The company ‘has had to choose from the |

countertrade agreement. To further complicate the prob-

-lem, Indonesia will not allow Western exporters to accept |
oil or gas, because they are its two most saleable com- |
modities. In practice the requ1rements have provedtobe a |

_ good deal less stringent as-a result of protests from main

suppliers to Indonesia.

" Canadian companies have expenenced the effects of
these Indonesian rules. They have, for instance, resulted in
unexpected obligations that added substantially to the costs
for Canadian companies bidding on equipment contracts
for the huge Bukit Asam project. In another case a Cana-
dian company has supplied a quantity of steel rail to Indo-

Indonesian government’s list of such comrnodltles as palm
oil, timber, rattan furniture and coffee. '

* China’s approach has been somewhat different in that |
the lack of fore1gn change has not been a factor. Rather |
China is counting in a massive way on compensation deals |
to accelerate its modernization process. With a desire not |

to borrow excess1ve1y to pay for high-tech capital equip-

ment and priority imports, China’s adaptation of the coun- |
tertrade principle has taken thrée basic forms. First, to pay |

for the import of raw materials with finished goods; second

to pay for the import of the capital equipment with coal; |
and third, to buy turnkey plants in return for the finished |
product. Anillustration of the magnitute of this processisa |
recent $500 million compensation agreement signed by an |-
Italian consortium to expand coal mines and modernize a |

railroad and port facility in China.

How firms handle countertrade.
The proliferation of countertrade in the developing

world is of tremendous importance to the industrialized |
- countries since almost 40 percent of their total trade is done |-
with LDCs. To ensure the maintenance of these markets
and future economic growth, ﬁrms must be prepared to |-

‘deal with countertrade.

There are fundamental differences between dealing ¢
with the governments of the planned economies of the East |

bloc and China, and those of the Third World. In the 1960s
and the 1970s when countertrade was concentrated in East-
ern Europe, everyone knew the rules of the game — the
framework within which business was conducted. Also
dealing with a centralized economy of, say Poland, you

knew who was the ultimate authority. On the other hand. |
with few exceptions, the goods available in deals with |
developing countries are commodities and raw materials ;
which are much easier to value and resell on world markets |;

than the manufactured products which are generally of
fered from Eastern Europe.
Canadian exports to the countries of East Europe have

grown substantially since 1970 — from $170 million to $2.3 |
billion in 1981. Grains represent the overwhelming major- |
ity of these exports, 87 percent in 1981. Relatively few|
demands for countertrade have thus resulted from the
preponderance of exports of food commodities, since they ;.

are not generally subject to countertrade demands.
However, a number of well publicized countertrade related
requirements have surrounded Canadian negotiations to
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sell Candu reactors in Romania, underlining the difficulty
of selling manufactured capital goods into these markets.

Canadian exports to developing countries have been
more diversified than those to Eastern Europe, with a
much higher proportion of manufactured or semi-man-
ufactured products. As a result the future potential for
developing Canadian markets, especially those in man-
ufactured products and capital projects, in the Third World
will dependin part on our ability to deal with countertrade.

Countertrade: good or bad?

The countertrade phenomenon represents a retro-
grade step in world trading. Countertrade fosters a return
to bilateral trade arrangements away from multilateralism
and distorts normal trade patterns. From an economic
perspective countertrade arrangements shift production to
facilities and labor pools which do not operate on the basis
of economic comparative advantage.

While in the short-term countertrade may often help
developing countries caught in the foreign exchange
squeeze, the longer term effects will only defer true devel-
opment objectives as marketing skills and product quality
improvements may be retarded. Furthermore, the practice
will also lead to an increase in the price of products im-
ported from the industrialized world since the exporter
often must inflate his prices to offset the costs of distribu-

New ways of selling to the Third World

tion and the risk of taking on poor quality countertrade
products. Also, the discounted products received from the
developing or East bloc country can eventually displace the
supplying country’s traditional markets.

For the exporter, countertrade has become a neces-
sary evil. During a period when world markets are de-
pressed countertrade can provide the only real means of
maintaining and developing new markets. On the negative
side though, these transactions are usually cumbersome,
more costly and riskier than straight cash transactions.

Although an increasing body of knowledge and exper-
tise is available to Canadian exporters, who may be faced
with countertrade, there is a growing consensus that we
may be missing opportunities because of a limited capacity
to handle countertrade transactions. Canadian exporters,
when faced with countertrade demands, need to seek out
specialized intermediary companies to assist them in these
transactions and to take over the countertrade administra-
tion. In a world filled with economic uncertainty exporters
need access to all of the marketing tools available in order
to survive in such a competitive trading environment. In
times of less severe debt difficulties international trade will
probalby return to more normal cash transactions, as sup-
pliers acquire increased leverage and importers more cash.
However, the depth of the present economic malaise indi-
cates a protracted period of difficulty in international trade.
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It it therefore imperative that exporters be aware of the
rules of the game and how to cope with the complex1ty of,

countertrade requlrements

Generally, governments of the mdustrlahzed coun-
tries have been put in a difficult position with respect to the
growth of countertrade. On one hand official policy usually

expresses a condemnation of the disruptive effects of this |
phenomenon on world trade patterns. At the same time, §
however, most countries quietly support efforts by their
export communities to learn how to cope with the variety of
forms of countertrade in order not to lose emstlng Or new
market opportunities. U

industrial facilities.

lower transportation expenses.

. Management Briefings, New York, 1982.)

REASONS FOR COUNTERTRADE

The developmg and nonmarket (i.e., East bloc) countnes impose countertrade obligations for
31mllar reasons. Among those reasons, are the following: -

+ To preserve hard currency. Countrles with nonconvertible currencies look to countertrade as a
way of guaranteeing that expenditures of hard currency for foreign imports are- offset by hard
currency eamings generafed by the foreign party’s obligation to purchase domestic goods.

+ To improve balance of trade. Nations whose exports have not kept pace with imports and who
are concerned ‘with both the reality and appearance of‘trade deficits, increasingly rely on coun-
tertrade as a means to balance bilateral trade ledgers.

" To take advantage of marketing facilities. As a nonmarket or developing country increases its
production of exportable goods, it often does not have a sophisticated marketing channel to sell the
goods for hard currency. By imposing countertrade demands, foreign trade organizations utilize
the marketing organizations and expertise of Western companies to market their goods for them.

» To upgrade manufacturing capabilities. By entering compensation arrangements, under which
foreign (usually Western) firms provide plant and equipment and buy back resultant products, the
trade organizations of less developed countries can enlist technical cooperation in upgrading

* Toundercut cartel prices. Countertrade can be used as a means to dispose of goods at prices that
the market would not bear under cash-for-goods terms. Although the Western seller absorbs the
added cost by inflating the price of the original sale, the nominal price of the counterpurchased

- goods is maintained, and the seller need not concede what the value of the goods would be in the
worldsupply and demand market. Thus, if the world price for a commodity is artificially high, such
as the price for crude oil, a country could barter its oil for goods so that the real “price” the Western
partner was paying was below the world price. (In this way a country could dispose of its oil at a
lower price than the official OPEC one without officially violating price guidelines.)

Although Western companies generally prefer straight cashtransactions that are simpler and
involve fewer risks, they have been willing to concede to countertrade demands for these reasons:

» To take advantage of sales oportunities. In order to make a sale in the markets of the nonmarket
and developing world, it is often necessary to concede to countertrade demands. A company thatis
willing to engage in countertrade may gain a competitive edge over one that is not.

+ To gain a source of supply. In some cases, particularly in compensation transactions, coun-
tertrade can be used by a company to obtain a long term, reliable supply of raw materials,
component parts or finished products that may be inexpensive because of decreased labor costs and

« To gain prominence in new markets. Companies sometimes employ countertrade as a way to
show good faith in certain markets, and to establish themselves as reliable trading partners. By
displaying a willingness to purchase domestically produced goods from-a country, a firm may
enhance its opportunities to gain major sales there in the future.

(Source: Countertrade, Business Practices for Today's World Market, Leo G.B. Welt, AMA
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One of the most remarkable — and, in terms of inter-
national economic development, most encouraging —
phenomena of the past ten years or so has been the ap-
pearance on the world stage of several important new
producing and trading countries. A number of hitherto
minor states, either backward agricultural societies, colo-
nial outposts, or semi-industrialized nations of no great
consequence in global terms, have learned the trick of
rapid economic advancement through export-led growth.
The four most successful members of this group of “NICs”
(newly industrializing countries) are the Asian “gang of
four”: South Korea, Taiwan, Hong Kong, and Singapore.
Following roughly the path blazed by Japan in an earlier
period (interrupted by the Second World War), the dy-
namic Far Eastern four have managed to penetrate foreign
markets for certain labor-intensive manufactured goods
very successfully. And, as their requirements for resource
imputs have increased and their consuming potential has
risen, they are in turn becoming significant markets for
other countries’ goods and services.

These four states are the standout growth champions
among developing countries. In 1970 the gross national
product. per capita in South Korea was some US$300 an-
nually, and today it is pushing $2,000. Taiwan’s annual per
capita GNP has climbed from less than US$500 in 1970 to
about $2,500 now. Hong Kong and Singapore were more
prosperous ten years or so ago than the other two, and they
remain ahead still: their respective per capita GNP ad-
vances have been from under US$1,000 to more than
$4,000 and from around US$1,300 to close to $4,500 over
the period.

Other indices of economic and social progress reflect
the expansion in production. Thus the life expectancy of a
Korean infant at birth in 1980 was sixty-five years, com-
pared with fifty-four years two decades earlier, while in
Hong Kong the 1980 figure (seventy-four years) was the
same as that in Canada. Adult literacy levels exceed 90
percent in all four countries.

Industrialization and exports

The basis of this enhancement of living standards and
general wellbeing has in each case been industrialization
based on export trade. The four made the standard deci-
sion to foster manufacturing through import substitution in
their initial development periods. However, unlike the ma-
Jority of struggling new industrializing societies they. took
| 4thecrucial step— now widely considered a key to sustained

. ibefore the small-scale factories built for their limited do-

reconomic advance — of switching to export promotion

The New Japans

Asian resourcefullness pays off

Accommodating the East Asian
CCNICS”

by Roy A. Matthews

mestic markets became locked into a pattern of tariff- .
protected inefficiency. In consequence they rapidly began
to shift the structure of industry toward specialized output
of consumer goods for shipment overseas. During the
phase of maximum expansion from the mid-1960s to the
mid-1970s South Korea’s exports were increasing in current
value terms at an average of 36 percent a year, Taiwan’s at
29 percent, Singapore’s at 15 percent, and Hong Kong’s at
12 percent. By the end of the 1970s these four territories,
whose combined populations represent less than 2 percent
of the inhabitants of the developing world, accounted for
more than one-tenth of the industrial production and over
half the manufactured goods exports of all the poorer
countries.

From the Canadian point of view, the first three of the
four are much more substantial trading partners than is
Singapore. Our imports from South Korea, Taiwan and
Hong Kong in 1983 were worth over three quarters of a
billion dollars in each case, whereas those from Singapore
were valued at under $200 million. On the export side the
difference was less pronounced, but Canada’s shipments to
Singapore, at slightly above $125 million, were well below
the approximately $220 million worth of goods exported to
Hong Kong, $340 miilion worth to Taiwan, and $550 mil-
lion worth to South Korea.

Nevertheless, it is clear that there is no justification in
principle for Canadians to overlook Singapore — or indeed
such other budding centres of industrial competence as
Malaysia, Thailand, the Philippines, and Indonesia —
from any appraisal of this intriguing and challenging new
feature of the international economic scene. These coun-
tries are all proof of the capacity of at least some under
developed societies to escape from poverty and stagnation
into self-sustaining expansion. Their transformation poses
some challenges for other nations, including Canada, as
well as offering exciting opportunities if we can organize
ourselves appropriately. There is, however, disturbing evi-
dence of a reluctance to face up to the need for the changes
in our own economies that the growth of these countries
necessitates, with the result that trade barriers against their
goods are proliferating. If this trend continues, it could
abort the advance of some of the most energetic and

Roy Matthews is on the staff of the Economic Council of
Canada in Ottawa. He is the author of Canada and the “Little
Dragons”: An Analysis of Canadian Economic Relations wth
Hong Kong, Taiwan and South Korea, published by the
Institute for Research on Public Policy in 1953.
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resourceful people on earth dashmg the hopes of other

poorer nations-and setting back the. struggle for mterna-

tional development for a generatlon

Four dlfferent economies
- Although for many purposes the four. East Asran«v

states with their emphasis on exports of standard-technol-
ogy, labor- intensive products like clothing, footwear, sport-
ing goods, toys and games, and consumer electronic
products, can be considered as rather similar economic
entities, in many ways they differ sharply. Moreover. the

differences, reflecting their partlcular circumstances and’

separate hlstones -arelikely toincrease henceforth. There-
fore, it is worth looking at each of them individually to see

what directions their evolution may be expected to take as

they go forward.

“South Korea (or the Repubhc of Korea to give it its
rightful title) is the largest of the four countrles, with a

' populatlon approaching forty million. Because of its size, it

is the one most capable of establishing a broadly—based
industrial complex and of becoming a veritable “new
Japan,” which clearly is its goal. Korea has embraced the
concept of central economic planning to a degree perhaps
even more marked than Japan itself; the military govern-
ment, advised by a cadre of impressively-trained tech-
nocrats, has orchestrated the nation’s development in great
detail. As a result of officially sponsored mergers, a num-
ber of huge conglomerates dominate Korean business life,
and in coordination with the planners they embarked in the
1970s on a policy of moving away from dependence on
exports of light manufactures (though without giving up
the productlon and sales abroad of those items) in favor of a
massive buildup of heavy industry. Some of this planning
proved to be ill considered, especially after the second oil
shock when energy-intensive activities were shown as ob-
viously unsuitable to"a country with very few domestic
sources of fuels. Even so, recent reappralsal of Korean
industrial strategy in light "of these realizations has by no
means jettisoned the idea of developing a range of heavy
industry as well as the light industry that had been pro-
moted at an earlier stage.

In consequence, Koreas future industrial path will
diverge significantly from that of Taiwan and be of an
almost totally different nature from those of Hong Kong
and Singapore in the future. The Koreans are becoming
major producers of ships and steel, heavy machinery, elec-
trical goods and a wide variety of industrial manufactures
of practically every description. Perhaps the most striking
evidence for Canadians of Korea’s industrial scope was the
opening this January of the first dealerships in Canada
selling the Hyundai “Pony,” an automobile of entirely
Korean design and construction save for its Mitsubishi
engine.

Taiwan

Taiwan (officially known as the Republic of China, as
distinct from the People’s Republic on the mainland), has a
population only-about half that of South Korea and there-

“fore has had to limit its ambitions in respect of heavy

mdustry. Although it produces some steel, the output is
seen at present as essentially confined to a partial satisfac-

24 International Perspectives March/April 1984

tion of the domesticr market. Automobiles are assembled
and exported, but they are of Japanese design, built under
licence. The greatest emphasis in Taiwanese planning —

~which-is elaborate and highly regarded, but less coercive
‘than the Korean — hasin recent years been on encouraging

the growth of electronics. Taiwan has developed a televi-
sion industry able to supply world markets, and in the late
1970s one of its largest electronics firms bought out the
television production facility of Decca in Britain, a promi-
nent name throughout Europe, thus acquiring the ca-
pability to launch a high-profile international business.
Taiwanese engineers have mastered the skills necessary to
'secure at least a marginal position in the rapidly expanding
field of microprocessor technology, which they show every
sign of exploiting effectively as their competence grows.

In addition, Taiwan produces a fairly broad spectrum
of other consumer and capital goods. These range from
apparel and shoes, sporting equiprient, toys and games,
and such products, similar to those that have formed the
background of Korea’s economic “takeoff,” to many kinds

. of hght machinery, both electrical and non-electrical, preci-

sion tools, chemicals and pharmaceuticals, and other more
sophisticated manufactures. In the development of higher-
skill industries, the Taiwanese are assisted by the excel-
lence of their educational system which turns out a flow of
young people well qualified in many spheres of intellectual
and practical importance.

Two city states

Hong Kong and Singapore are in a different category
again, since they have very.small populations and con-
stricted land area. They are both true city states, Hong
Kong with five million inhabitants, Singapore with half
that, possessed of virtually no agricultural base-and no
indigenous resources except human effort and ingenuity.
Thus their potential for heavy industrial development isnil,
and indeed they are not even able to contemplate very
much more manufacturing expansion of any kind. For
these places, service activity is becoming increasingly sig-
nificant, and they are emerging as major commercial and
financial centres for the whole East Asian region.

Nonetheless, Hong Kong and Singapore do retain a
substantial capacity in light manufacturing in “traditional”
areas such as clothing and electronics. They also act as
export conduits and in some respects processing stages for
goods originating in their hinterlands: that is, Hong Kong
helps to put Chinese products into world markets, often
with the addition of content provided in the colony, and
Singapore performs a not dissimilar function for Malaysia
and others of its ASEAN partners. The problems posed
and opportunities presented for other countries by the
transformation of these two states are indeed of a pecu-
liarly complex and interesting sort, since their position in
global commerce is unusual if not unique. Nor are they by
any means identical to each other. While they share certain
characteristics, as the preceding paragraph suggests, there
are profound d]fferences between them. For example, ex-
cept for the features described above, the special quality of
the Hong Kong situation vis-a-vis the giant Chinese econ-
omy has no real parallel in Singapore; and there is a sharp




divergence on the value of government economic planning,
which is-earnestly endorsed in Singapore but abhorred in
the laissez-faire paradise of Hong Kong.

Political problems

One cannot overlook the fact that some large political
questions hang over the future of these countries. South
Korea is still at risk of attack by the communist North, the
.two ‘halves of the former nation maintaining very large
standing armies that are constantly on the alert at a bound-
ary barely fifty kilometres from the northern outskirts of
Soeul: The social stability of South Korea is also far from
assured; although things are tranquil at present, it was only
a few years ago that a president was assassinated, rioting
was.occurring in the major cities, and curfews, press cen-
sorship and martial law were ruthlessly enforced. Taiwan
seems less subject to the sabre-rattling of Peking than it
used to be, and indeed the Chinese communists have been
wooing their capitalist cousins with talk of a scheme for
reunification between the island and the mainland without
loss of Taiwanese economic autonomy. But this new friend-
liness (which is largely one-sided) may not prevail. As to
HongKong, the negotiations over what happens on expiry
in 1997 of the British lease of most of the colony from
China, still unsettled as of this date,is creating great ner-
vousness among businessmen and causing some of them to
pull out their capital while there is time. Only Singapore
appears to be stable and unthreatened, without potentially
serious political difficulties so far as one can see.

.. If the various possible crises can be averted, there is
little doubt that these countries will retain their extraordi-
nary forcefulness and creative energy. The distinctions
among them in respect to economic planning or unfettered
fiee enterprise, although fascinating to outside analysts,
are probably.of less consequence than their common deter-
mination to become advanced modern societies taking
their place in the world beside the rich nations. Such an
outlook will only be in jeopardy if the developed countries
that now provide markets for so much of their industrial
production decide to move even more deliberately toward
protectionist policies than they have done already. They
regard with understandable misgiving the tightening
quotas on imports of clothing into most advanced nations,
the ingenious barriers against shipments of electronic
products into the European Community, the curbs on sales
of certain types of steel in the United States, the obstacles
that are part of growing “car wars” around the world, and
SO on.

Implications for Canada

~ Tosee the dimensions of what is involved for Canada,
it should be remarked that our imports from each of the
three most important of these four countries represent
about 1 percent of Canada’ total purchases from abroad,
while those from Singapore are (as already noted) a much
lower proportion. Thus imports from ail four represent
something over 3 percent of Canadian acquisitions of goods
from foreign countries.

The trouble is that the items coming from these four
NICs fall into a relatively small number of categories, and

in some of those categories they penetrate Canadian mar-
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kets deeply. The outstanding case is clothing, where im-
ports of certain lines (usually the less expensive) account
for 25 percent or more of all Canadians’ retail purchases. In
such instances they represent a large and worrying element
of competition that can have a major impact on output and
employment in the domestic garment and textile indus-
tries. This familiar story is tending to be repeated in other
industries such as electronics, where imports from the
Asian NICs can be a factor of some consequence. And as
the range of actual or potential competition spreads, the
pressure for protection of Canadian industries strengthens,
often yielding results such as reduced quotas on imports of
apparel or effective restraints on sales in Canada of foreign
automobiles.

Export oﬁportunities )

What is less well recognized is that countries like the
Far Eastern four provide interesting markets for a growing
range of products that nations like Canada are well placed
to supply. Most of these, admittedly, are primary com-
modities. Korea and Taiwan, in particular, offer great scope
for exports of metallic and other mineral ores and concen-
trates, forest products, fuels (especially coal, for which
there is rapidly rising demand), and some agricultural and
fishery products. But openings are developing for all man-
ner of manufactured goods, including some high-technol-
ogy items and a wide spectrum of services. Canada has sold
a CANDU nuclear reactor to Korea and is hoping for a
repeat order; Northern Telecom has secured a hugh con-
tract, also in Korea, to modernize the national telephone
system; most of the big Canadian banks are doing excellent
business out of Hong Kong; specialist firms in frontier
areas of electronics and telecommunications technology,
both hardware and software, have found that the expertise
derived from their Canadian head offices is saleable in the
new Asian markets; and there is a respectable presence in
the territories concerned of Canadian consulting opera-
tions of almost all kinds. Most of the enterprises that have
been active in these areas from a Canadian base are enthu-
siastic about the prospects, noting that the countries are a
lot more open than Japan to foreign manufactured goods
and services. But they add that this openness may not last if
Canada closes its doors to exports from East Asia.

Thus, the picture is one of actual or impending diffi-
culty for some Canadian industries and their workers by
virtue of the growth of these countries. This is coupled with
new opportunities for others, frequently in different sec-
tors and regions of Canada. It is the problem of change and
adjustment, which is always hard but nonetheless crucial to
continued economic health and rising living standards. Are
we in Canada and other advanced industrial nations embar-
king on a policy of arresting this necessary process of
change in the hope that we can freeze the status quo? Or
can we contrive by imaginative programs to ease the re-
deployment of our economic resources, our firms, our
industries and our manpower? If we adopt the latter more
positive and courageous approach, we must eventually
benefit from the stimulus to international economic wealth
that the rising Asian NICs — and those other emerging
countries that will follow them if we allow it — can bring to
a world economy sorely in need of new energizing influ-
ences.




I lénd, you borrow, we lose
Just banking on the future

- Grappling with international debt

by Michael G. Kelly

The energence of widespread and large-scale financial
difficulties for the developing countries as a group over the
past two years envitably came as a surprise. The debt
problem, by its very nature, involved past misapprehen-
sions and miscalculations, which in the course of events led
to a severe and unforeseen squeeze on the resources of
many developing countries, and which in turn imposed
serious strains on the functioning of the international mon-
etary and financial system. This situation also forced the
international community to grapple with a set of problems
with which it had only limited experience and for which
there was little timé for careful analysis and reflection.

The issues and questions this chain of events raises are
many and complex. The following elements however would
seem to be of particluar interest. First, one needs to iden-
tify some of the misperceptions that brought on the prob-
lem and to establish its origins. Second, it seems useful to
trace the immediate developments that sparked the initial
crisis. A third important element is the response of the
major players involved and the extent of its effectiveness.
Finally, some of the longer-term aspects and consequences
of the debt problem are worth considering.

Origins of the debt problem

In the normal ebb and flow of market lending transac-
tions, there is a mutual reinforcement of interests which
guards against potential excesses. On one side, creditors
are anxious that their repayment stream be secure. On the
other side, borrowers want to ensure that loans enhance
their long-term income prospects or at least improve the
time profile of their cash-flow. Nonetheless, given general
uncertainty about the future, there is always an element of
risk in individual instances that inappropriate financing
decisions may be made.

‘When the lending and borrowing policies of multina-
tional financial institutions, nation entities, and large do-
mestic enterprises give rise to a severe debt-servicing
burden for the developing countries, it is clear that there
must have been some fundamental misconceptions about
the environment. However, in analyzing developments in
the recent period, with the benefit of hindsight, it also
becomes apparent that there was no single factor which led
to this situation. Instead, it was the confluence of many
separate forces which, by all working in a similar direction,
transformed a normally desirable channelling of global

Michael Kelly is Director of the International Finance Divi-
sion of the Department of Finance in Ottawa.
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savings into a worrisome debt load for the Less Developed
Countries (LDCs). -

The seeds of the debt problem were sown in the wake
of the first oil price shock in 1973-74. This initially gave rise
to acute payments imbalances, provided added impetus to
inflationary forces, and touched off a major recessionin the
industrial countries. However, despite these initial strains,
the situation was turned around in the span of a few years.
The vastly increased revenues of the oil producers created a
large pool of savings, much of which was channeled into
Eurocurrency markets. The banking system looking for
commercial lending opportunities was attracted to the re-
source wealth and population base of the developing world
and reinvested much of this money in this area’s most
promising regions and activities. At the same time, this
helped ease the financing requirements of many LDCs
confronted with increased current account deficits stem-
ming from their higher oil import bills and allowed them to
sustain economic growth.

Concurrently the recession in the industrial countries
turned out to be relatively short-lived.. The recovery in
economic activity during the second halfof the 1970s led to
renewed demand for the exports of the developing coun-
tries. As well, since inflation was generally high and inter
est rates did not rise in step, the real value of outstanding
debt was eroding while the incentive to borrow against
future earnings was compelling.

~ When the second round of oil-price increases occurred
i 1979-80, a similar sequence of events appeared to be

unfolding. Oil producers once again built up large financial

surpluses, inflation was given another boost, and economic
activity in the industrial countries slumped. As before, the
developing countries turned to financial markets and com-
mercial banks in search of financing, which was forthcom-
ing on the same premises as in the earlier period. New
lending to developing countries by banks in the industrial
world rose to a peak of some fifty billion dollars in 1981.

Catastrophe after 1979

On this occasion, however, the underlying economic
outcome was very different. The industrial countries,
rather than accommodating a new wave of inflation, tight-
ened monetary and fiscal policies. As a result, the cost of
credit soared and economic activity remained weak. The
export earnings of the LDCs suffered repeated setbacks as
export growth decelerated and commodity prices tumbled.
While foreign exchange revenues stagnated, oil-import
bills and interest payments reached unprecedented
‘heights. The current account deficits of the non-oil LDCs
escalated, reaching $108 billion in 1981 compared to $41
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billion in.1978. Financing deficits of this magnitude exacer-
bated the indebtedness problem and in some cases this was
compounded by large-scale capital flight.

By the end of 1982, the total outstanding debt of the
non-o0il LDCs had cumulated to over $600 billion, repre-
senting close to a five-fold increase from $130 billion in
1973. The debt-to-exports ratio stood at 143 percent com-
pared to 115 percent in 1973; the debt-to-gross-domestic-
product ratio was 35 percent compared to 22 percent. The
debt-service ratio (interest and amoritization on short- and
long-term debt as a percentage of exports of goods and
services) rose to 22 percent in 1981-82 compared to 15
percent in 1973-77.

Inthe initial stages, the extent of indebtedness and the
magnitude of its costs relative to foreign exchange earnings
were not fully appreciated by the international financial
community. Although each individual bank was quite
aware of its own operations and exposure, little thought
had been given to the aggregate amounts involved. At the
same time, the uses of borrowed funds also entailed a

60—1

I lend, you borrow, we lose

number of miscalculations. Since large proportions were
loaned to governments or state-owned enterprises, repay-
ment to the creditor was thought to be assured by the full
taxation and spending powers of the national authorities.
With that type of backing, the targeted expenditures of the
loans seemed almost irrelevant.

On the other side of the coin the recession revealed
some structural weaknesses, which had been evolving over
a longer period. This meant that many investments would
not be yielding a profitable return. Even investments in
crude petroleum production were in some instances based
on expectations that were overly optimistic about con-
tinuing real price increases. Compounding these problems
was the fact most governments — encouraged by the
widely-shared view that the recession would again be short-
lived — sought to delay the adjustment measures that were
necessary to place their economies on a sounder financial
footing and secure a longer-term creditworthiness which
would encourage stable capital inflows in the medium
term. Many countries increased the volume of their bor-

Developing Countries External Financial Requirements
(as percent of exports of goods and services)

: Current Account Deficit

Short-Term Debt

Amortization of
Long-Term Debt

b o
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Source: International Monetary Fund, World Economic Outlook, May 1983.
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rowings to-avoid or postpone the'necessary'restraint mea-
~sures. One symptom of this was excessive short-term

.borrowmg, which radically altered the maturity structure..
of the debt load for many countries and made thelr ﬁnan-"‘

cial situation even more precanous

First casualty — Mex1co

- In August of 1982 it became apparent that one of the
biggest debtor countries, Mexico, would have insufficient
foreign exchange to service its external debt (some eighty
billion dollars) over the following months. This discovery
provoked a thorough reappraisal of the 1end1ng policies of
the commercial banking system. It also set in motion the
first major international rescue package to contain and
limit the potential damage that would be caused by a tech-
nical default on repayment of outstanding obligations. To
provxde Mexico with the immediate cash needed to meet its
debt-servmmg costs, the Bank for, International Settle-
ments (BIS) advanced close to two billion dollars in short-
term financing. Additional funds were provided by the
United States. An understandmg was also reached that the
Mezxican government would negotiate a stabilization pro-
gram with the International Monetary Fund (IMF).

. The program arranged with the IMF called for strin-
gent measures to curtail public sector spending and to limit
the rate of credit creation by the central bank. As well,
‘exchange rate policy was modified to pefmit continued
depreciation of the peso to match domestic inflation rates
in excess of the global average. Finally, other price incen-
tives were allowed to exert a greater influence on consump-
tion and production decisions. In addition to IMF financ-
ing, official assistance was also provided through swap
arrangements and a new infusion of guaranteed export
credits. As well, private creditors rescheduled much of the
maturing principal coming due at that time and extended
new loans.

The Mexican case was the forerunner of a series of
financial packages designed to contain the debt problem,
although major rescheduling packages had been negoti-
ated earlier with the centrally planned economies of Po-
land and Romania. Among the major debtor countries
similar schemes were drawn up for Brazil, Argentina and
Yugoslavia. In addition, a host of other countries plagued
by the same difficulties but on a smaller scale, sought IMF
assistance and debt-rescheduling arrangements. In all
some forty countries have instituted financial restructuring
programs since August 1982. The major rescue operations
contained a number of common elements: an economic
stablization program sanctioned by the IMF; a restructur-

ing of commercial debt and debt-service payments; “Paris .

Club” negotiations to reschedule official or officially guar
anteed credits; BIS bridging loans to meet immediate obli-
gations; and new commerical and offical credits to facilitate
the transition period.

Measures were -also taken to bolster the resources of
the IMF and ensure that sufficient funding would be avail-
able to meet any new threats to the international financial
system. The eighth general quota review was advanced so

28 International Perspectives March/April 1984

that increased subscriptions to the IMF could be effected at
an early date: The General Arrangements to Borrow were
expanded to deal ‘with the possibility of future systemic
threats and ‘the Fund also entered into new borrowing
arrangements to. help finance 1ts programs

Painful consequences '

- The initial consequences of the finandial crisis for the
affected debtor countries were harsh. Their. precarious
financial positions required an abrupt turnaround in their
balance of payments, which in the early stages involved a
sharp compression of imports. At the same time, govern-
ment spending had to be drastically curtailed, subsidies
abandoned, -and. exchange rates and domestic prices ad-

. justed to more realistic levels. These actions necessarily

lowered aggregate demand, cut real incomes and wages,
and accelerated domestic inflation rates. As is generally the
case with stabilization programs, the negative effect on
demand and incomes 1n1t1a11y exceed the beneficial effects
of improved price incentives, more efficient sectoral per-
formance, and better resource allocation. Only after a
transitional phase do these more positive elements reassert
themselves. *

In a longer term perspective, there seems little doubt
that the accumulation of indebtedness will exact a heavy
toll. Real interest rates are not likely to turn negative as
they did in the 1970s; inflation will thus not erode the real
value of these obhgat1ons In planmng their current ac-
count positions, the developing countries will have to allow
for a substantial outflow of foreign exchange devoted sim-
ply to debt-servicing. Moreover, new financial flows in the
future are likely to be tightly constrained. The commercial
banks will be more cautious in their approach to interna-
tional lending, and official export credit and guarantee
agencies are exercising more caution in trade financing.
Official development assistance is not expected to’ expand
on a major scale and may even decline in real terms in the
next few years. Direct investment is a promising channel of
funding but is unlikely to be major factor for some time to
come. In sum, the developing countries have to husband
carefully their scarce resources, create greater internal
efficiencies, and rely more extensively on their own initia-
tives and domestic savings to develop their economies.

Noneihéless a good deal has been achieved in adapt-
ing the financial system to deal with problem cases in a
cooperative manner. There now exists a better understand-
ing of the dynamics and dimensions of the debt problem,
questions of responsibility, the technicalities of reschedul-
ing/refinancing, and the limits of potential economic and
social tolerance. As well, the international financial institu-
tions have demonstrated their strength and resilience in
dealing with unexpected occurrences and containing po-
tentially disruptive economic forces. Finally, if the indus-
trial countries can succeed in building a sustained, norn-

inflationary recovery and growth path, and if protectionist p;

pressures are contained, the outlook for the developing
and debtor countries promises to be a lot brighter than the
dismal experience of the past two years.
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Why Aid is easier than Trade

An insiders review

- Hurtling Canada’s dumping laws

by Peter Clark

Protection, whether it is a response to a need to pro-
tect sensitive industries, or whether to devise content
requirements to encourage offshore automobile manufac-
turers to produce or purchase content in Canada; whether
Canada can open her market to the manufactured products
of developing countries, these are intellectually simple
issues-which are treated as such by Canadian commenta-
tors outside government. However, in terms of administra-
tive detail they are complicated and likely to be highly
politicized, because of regional or constituency pressures.
The complexity of the relevant legislation and procedures
has caused Canada’s trading partners to complain about a
lack of equity in the system.

Canada is not unique in this regard. Since the end of
the Tokyo Round of Multilateral Trade Negotiations, most
industrialized countries have become increasingly depen-
dent on protective measures over and above the normal
rates of customs duties to regulate or reduce import compe-
tition in response to demands of local producers.

Recourse to trade regulating legislation has increased
as Canadian tariffs, particularly on manufactured goods,
have been reduced. The value of tariff protection will be
furthér reduced on January 1, 1985, when Canada adopts a
transaction system of customs valuation. This will mean
that for sales between unrelated traders, the sale price will
be accepted for the assessment of duty. Foreign exporters
should expect that when the new law becomes effective
Canadian producers will increase their recourse to anti-
dumping relief. The Special Import Measures Act, now
before Parliament, will make it easier for Canadian pro-
ducers to seek protection from dumped or subsidized im-
ports. The proposed countervailing duty legislation will be

far more effective than the existing law. This will have
important implications for developing countries.

Anti-dumping hurts developing nations

In Canada, a determination that import competition is
causing or threatening injury to production in Canada is-a
normal precondition for protective action. Inquiries into
the injurious impact of import competition are generally
undertaken by independent Boards or Tribunals. Their
relatively open procedures, which invite involvement by all
interested parties, can safeguard the interests of importers
and exporters against unwarranted or arbitrary action.
Canadian legislation and practice is generally in con-
formity with Canada’s international obligations under the
General Agreement on Tariffs and Trade (GATT) and the
Arrangement Regarding International Trade in Texiles

(MFA)._I‘iIonetheless, there are aspects of Canadian prac-
tice which discriminate against exporters, particularly
those from developing countries. The Anti-dumping Act is
the most frequently used trade regulating mechanism, and
the most frequent cause of complaints by Canada’s trading
partners.

Generally, Canada has taken very seriously its GATT
and other international obligations in respect of injury
determination. Public injury determination proceduresare
required by Canadian statute, even when these are not
required by GATT or the MFA. The copy book is not
without blemishes. Canada has introduced protective mea-
sures outside the GATT system. The “Voluntary Export
Restraint” on Japanese autos is an example. Too, the im-
portation of a number of agricultural products is regulated
under the Export and Import Permits Act. These restric-
tions have been justified under GATT Articl XI 2(¢)1, as
measures in support of marketing boards.

Determining injury to Canadian firms

After Canada signed the Kennedy Round Anti-dump-
ing Code, injury test and public injury determination
procedures were introduced as a precondition for the ap-
plication of anti-dumping duties. An Anti-dumping Tri-
bunal (ADT) was established to undertake inquiries into
injury. The best defined and developed procedures for
determining injury, notwithstanding the absence of statu-
tory criteria, are those of the ADT. Since the Tribunal was
established it has undertaken more than 100 inquiries into
injury from dumping. Its procedures encourage thorough
inquiry, and its statements of reasons generally indicate,
with an acceptable degree of clarity, how it arrives at its
findings.

The Anti-dumping Act has a great deal more to say
about how to determine dumping than it does about how to
determine whether or not dumping is causing or threaten-
ing material injury to production in Canada. This concen-
tration of attention on the mechanics of detecting and
calculating dumping margins may have been due to the fact
that Canadian officials in 1968-69 knew more about
customs procedures than they did about determining in-
jury. The GATT Code, too, focuses more attention on

Peter Clark is President of Grey, Clark, Shih and
Associates, Limited of Ottawa. Earlier, as a public
servant, he had represented Canada at many international
tariff and trade negotiations.
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_dumpmg than on injury. This situation ‘has not been
changed by the Tokyo Round revisions to the GATT Code,

nor does the draft Special Import Measures Act (SIMA)
provide much additional guidance about injury’

determination. _

The Anti-dumping Code (and Canadian and US laws)
are designed to deal with North American marketing sys-
tems and accounting practices and records available to
North American companies. Those companies and coun-
tries which do not fit the mold for which the Actis designed
must fight an uphill battle. This and other factors create
serious dificulties for Japanese and many developing coun-
tries’ exporters who find themselves enmeshed in the Cana-
dian anti-dumping system.

The most frequent complaints about Canadian admin-
istration and practice are:

1. Revenue Canada does not examine with sufficient
rigor a complainant’s evidence of dumping and ma-
terial injury before initiating investigations.

Exporting countries have argued in the GATT Anti-
dumping Practices Committee that Revenue Canada has
started many investigations that would never have been
initiated if the prima facie evidence submitted by the com-
plainant had been tested. There is a view among importers
and exporters that any inquiry which results in a “no in-

jury” ﬁndmg should not have been started. It has been my
experience acting as Counsel for both complainants and for
exporters that this position is not a totally objective one. I
have not had an easy time convincing Customs to initiate
investigations. On the other hand, when representing ex-
porters, I have often wondered how Customs could have
started that specific investigation.

Foreign exporters’ concerns must be examined in the
light of the following considerations:

- If the case has gone to the Tribunal for an inquiry
into injury, the Deputy Minister has already deter-
mined through investigation that dumping has oc-
curred and that the dumping is not negligible.

- The Tribunal’s inquiry into injury is much more

thorough than the Deputy Minister’s assessment.

Tribunal inquiries involve an adversarial approach

where evidence submitted by either side may be

andis tested, through questioning and cross-exam-
ination. The Tribunal must be satisfied that the
injury caused or threatened to production in Can-
ada is sufficient to be considered “material.” It
must also be satisified that the “material” injury
was caused or threatened by the dumped imports

in question.. Numerous “no injury” findings attest

to the Tribunal’s independence and objectivity and

to the efficiency of the checks and balances in the

Canadian law.

However, exporting countries have a valid concern
about the inadequacy of access to Canadian procedures at
the initiation stage. SIMA envisages that importers and
exporters will be able to seek a second opinion from the
Import Tribunal (which will replace the Anti-dumping Tri-
bunal under the legislation) as to whether there is a “rea-
sonable indication” that dumping or subsidization has
caused, is causing or is likely to cause, material injury or
retardation. However, it is not envisaged that this “second-
opinion” inquiry will enable the importer or exporter to
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test thé complainant’s evidence: It will no involve public
hearings. It will be based on the Deputy Minister’s:file.
Whether or not this will provide greater protection for
export interests will depend on the threshold of the injury
test applied by the Tribunal in these reviews.

Revenue Canada has indicated that it intends to meet
some of these criticisms by amending its own practices
when the new legislation is promulgated. A recent commu-
niqué notes, for example, that “in considering evidence of
dumping it is not adequate merely to demonstrate that the
price of imports is lower than Canadian manufacturers
prices by asignificant margin.” Often, Canadian producers
have been able to meet the test of prima facie evidence of
dumping by constructing hypothetical costs for exporters
or using Canadian costs as compared to export prices to
claim sales below cost. The Department notes further that
in considering a complaint it will give close consideration to
the question of whether the dumpmg or subsidization is a
cause of the alleged “injury.” These stated intentions are
consistent with Canada’s GATT obligations. However, the
fact remains that the Department’s decisions will be made
on the basis of evidence submitted by the complainant. We
also wonder whether the rigor of the tests imposed by the
Department will be relaxed if their caseload declines to the
point where stafﬁng levels are jeopardized.

2. Procedures are too complex and preliminary de-
terminations of dumping may be made on the basis
of inadequate information.

The Customs anti-dumping questionnaire is very ex-
tensive, seeking detailed information on the exporter’s
domestic and export marketing practices. Cost of produc-
tion data is routinely sought for a range of products sold in
the country of manufacture and exported to Canada. Un-
der the law an exporter should be able to justify its pricing
in Canada by reference to selling prices in its home market.
However, Revenue Canada holds that such sales in the
home market ‘must be “in the normal course of trade.”
Revenue’s current interpretation is that sales must have
been made at prices which reflect full cost of production '
plus all general and administrative expenses to be consid-
ered “in the ordinary course of trade.” Several years ago,
the auto industry and steel producers in many countries
could readily have testified that failure to recover all costs
on many of their sales was very much “in the ordinary
course of trade.” Revenue Canada however, sticks to its
rather unique view and routinely seeks cost of production
information.

US exporters whose information systems are com-
puterized and who have detailed cost accounting records
can comply with Revenue Canada’s inquiries without too
much difficulty. However, in Japan and in developing coun-
tries where computerization may not be as extensive and
where accounting systems are different, it is more difficult
for exporters to comply. Language differences and the
need for translation add to these problems.

3. Inquiries are costly in time and money.

It requires a great deal of time and effort to answer
Revenue Canada’s questions. Costs for counsel and spe-
cialist advisers may be significant (but are generally much
lower than in the USA). For many developing country




exporters sales to Canada are small in companson to the
pusiness they do in the much larger US market. They
sometimes decide not to spend the time and effort to
answer Revenue Canada or to defend their interests before
the Tribunal. In the circumstances, findings of dumping
and injury are virtually inevitable.

4. Sales proportion in home market and interest

rates complicate finding of dumping.

A number of export oriented countries and developing
countries-have considered that the very detailed regula-
tions under the Anti-dumping Act worked against their
interests. And their concerns have not been without
foundation.

The Anti-dumping Code and the Canadian Anti-
dumping Act envisages that home market sales experience
of an exporter may be disregarded if it is not deemed to be
adequate. However, the Canadian regulation sets the
threshold of adequacy of sales for consumption in the
country of export at 25 percent of total shipments excluding
exports to Canada. The threshold in the USA is 5 percent.
Failure to meet the test (Canadian Anti-dumping regula-
tion No. 14) generally results in determinations of normal
values based on constructed costs. Under the SIMA there
is no mention of a specific threshold. However, what is
adequate will be a matter of administrative discretion.
Concerns about the 25 percent threshold have been ad-
dressed but the problem has not disappeared.

A very serious problem for a number of South Amer-
ican countries which experience high rates of inflation,
rapid currency devaluations and high interest rates is the
impact of Canadian Regulation No. 21 on the calculation of
dumping margins due to concessional financing. Generally,
“concessional financing” (or export assistance by the gov-
ernment of the producing country) is provided through
hard currency (US dollar) loans. Currently, the value of
| concession is calculated on a present value basis against a
“normal” rate for local currency loans. In a recent case US
dollar financing at 7.5 percent was compared with a local
| currency interest rate at 160 percent. The impact on the
normal value calculation was horrendous. This aspect of
the Canadian law is to be changed by the SIMA to require
calculation of the financing benefit by comparing the con-
cessional rate and the local rate for loans in the currency of
the concessional loan.

The concerns of exporting companies and countries
about Canadian Customs practices cannot be ignored. The
complexity of the rules gives those who are determined to
find dumping the scope to do so. Investigators are human
and motivation can vary from one official to another. To the
extent that Customs practices result in high margins of
dumping, it may be easier for the complainant in the next
| phase of the investigation to prove the price- and profit-
suppressing effects of the dumping, and to obtain a finding
of material injury.

: When dumping has been determined the Anti-dump-

11ng Tribunal takes over. The Tribunal has statutory author
| ity to conduct i inquiries into the question of material i m]ury
] or material retardation from dumped or subsidized im-
{ ports. In carrying out its task the Tribunal pays very careful
attention to the confidentiality of information submitted by
| both sides. Detailed procedures have been established to
| give independent advisers or counsel access to this infor-
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mation so they can defend the interest of their clients,
subject to rigorous undertakings to protect the
confidentiality of the information.

What constitutes material injury is resolved by the
Tribunals judgment in the light of the circumstances in
each individual case. In Isocotonol the Tribunal stated:
“Some positive showing of deleterious consequences is
required to establish material injury.” While not specifi-
cally required to do so, the Tribunal considers the factors
set out in Article 3(b) of the Anti-dumping Code. A cur-
rent Tribunal member explains about injury determina-
tion, “in sum, it is a question of degree and highly
judgmental. Closely related to this difficulty is the issue of
causality. Is it the dumping which is causing the injury? It
need not be the only cause or indeed the most important or
principal cause. Here again we are in a judgmental area.
Our concern for causality and our attention as to the weight
to be given to factors other than dumping which may ac-
count for the depressed state of an industry are best illus-
trated by a review of our negative findings.” Indeed the
Tribunal has refused to find injury when it has concluded
that injury is not sufficiently serious to be considered “ma
terial” or that the injury being experienced by Canadian
producers was due to factors other than dumping.

Textile trade and quota protection.

Until 1970 Canada’s negotiated trade restrictions on
textiles and clothing were not based on formal injury tests.
Officials conducted informal examinations of markets to
determine the extent to which import competition was
injuring domestic production. In deciding whether to seek
“voluntary” export restraints from “low-cost” or state-
trading countries the officials generally received input only
from those industries seeking protection. Clothing man-
ufacturers frequently objected to the introduction of
quotas on textile fabrics, but their success in preventing
restrictions on their fabric and yam imports was limited.

Recommendations to introduce or to deny protection
on textiles and textile products were made at the level of
officials. The system was not quite as protectionist as it
might seem. The officials concerned were members of the
Interdepartmental Committee on Low-Cost Import Policy.
The ICLCIP represented a wide range of interests includ-
ing External Affairs, Industry, Trade and Commerce, Fi-
nance, Labour and Consumer and Corporate Affairs. Offi-
cials had been directed by Ministers to follow a selective
(product-by-product and country-by-country) approach to
import regulation. Requests for protection were not ac-
cepted automatically. Producer complaints were analyzed
to ensure that a credible case could be made under the
Long Term Arrangement Regarding International Trade in
Cotton Textiles. Important sectors of the industry includ-
ing cotton yarn and knitted outerwear were denied the full
protection they sought because they could not demonstrate
to the satisfaction of the ICLCIP and Ministers that “low-
cost” imports were causing or threatening the necessary
degree of injury. Indeed, Canadian producers were not
happy with a system they considered to be non-transparent
and unresponsive. Industry was in general agreement with
the creation of an independent review body to issue non-
appealable findings of injury (or non-injury) in respect of
requests for special measures of protection. They consid-
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ered this would be preferable to the conﬁdent1a1 delibera-

“tionis of public servants they beheved to be unsympathetlc

to 1ndustry problems.

In 1970 Canada establlshed the Textﬂe and Clothmg 7‘

Board (TCB) and public i injury determination procedures
as an integral part of the National Textile Policy. The TCB

process is relatively open one. No.public process is re-.

quire’d by the Arrangement Regarding International Trade
in Textiles (MFA). Importers and exporters have access to
the procedures and can make their views known. Recent
experience suggests that the TCB is takmg a hard look at
claims.of serious injury.

The TCB has been criticized by Canadlan importers
and by exporting countries for being too responsive to the
demands of the textile and clothing industries. However,
their procedures are public, and the participation of ex-
porting countries is welcome. These complaints must be
analyzedin the light of the situation of the Canadian textile
and apparel industries. The general poor health of these
industries may help explam the frequency of TCB injury
ﬁndmgs

Tariff Board and GPT safeguard procedures.

The injury determining role of the Tariff Board is

currently limited to petitions for removal of the benefits of
the General Preferential Tariff (GPT, a system of special
tariff .reductions for developing countries). The Tariff
Board’s GPT reports are not quite so detailed as those of
the-Anti-dumping Tribunal. However, the reports clearly
indicate the reasons for their findings. The Board has only
accepted producer demands in two GPT removal applica-
tions to date. Atleast three applications were turned down
because the Board did not consider that there was prima
facie evidence of injury. Three other petitions were denied
after the evidence was heard. The Tariff Board’s record
does not suggest a protectionist approach.

Conclusions

Exporting countries may find that the Canadian Anti-
dumping Act and regulations, indeed to some extent the
GATT Code, discriminates against their interests. This is
not a deficiency of the injury determination process.
However, the method of determining dumping can result in
an exporter’s becoming involved in Tribunal proceedings.
To the extent that preliminary dumping margins may be
higher than necessary, the prospects of an affirmative in-
jury finding are increased.

It has been my experience that there are aspects of
- Customs practices and interpretations which are not neus-
tral in their effect. Customs is trying to change this but it
will be difficult for them to move far in this direction —
indeed this legislation is designed to protect Canadian
producers from practices which have been condemned by
GATT. Notwithstanding GATT condemnation, differen-
tial export pricing is widely practised. This can be the
unconscious result of meeting world prices in export mar-
kets while tariffs enable the exporter to maintain prices in
his home market. This makes it important that an injury
test be a precondition for the introduction of anti-dumping
duties. .
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‘Some problems may have ‘occurred because develop-
ing countries have not taken full advantage of available
opportunities to plead their cases before Canadian Boards
and Tribunals. Greater exercise of the right to appear and
argue their cases would provide Board or Tribunal mem-
bers with a more complete information base for their delib-
erations. This should assist the developing countries
involved.

It is difficult _to,expect exporters to express satisfaction
with Canadian attempts to regulate unfair or uncomforta-
ble competition. However the GATT Code as well as Cana-
dian law and practice provide opportunities for importers
and exporters to challenge allegations of unfair practices
and injury as well as the imposition of duties. These checks
and balances do not and cannot offset all of the deficiencies
and biases of a system which is becoming increasingly
important in regulating trade. What is clear, however, is
that if the defence mechanisms available to exporters are
not employed, the checks and balances will be of little use.

S e . O
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Escott Reid and the rest of us

by John W. Holmes

On Duty: a Canadian at the Making of the United
Nations, 1945-1946 by Escott Reid. Toronto: McClel-
land and Stewart, 1983, 18I pages, $16.95.

“For nothing can be accomplished without fanaticism,
and without serenity nothing can be enjoyed.” In these
memoirs of his time as a major architect of the United
Nations Escott Reid quotes Palinurus, noting that each
virtue taken alone was disastrous. It is the clue perhaps to
his remarkable accomplishment as the most dedicated,
though not the most senior, Canadian at San Francisco and
at the First Session of the General Assembly, and most
particularly as the essential Canadian on the Executive
Committee and the Preparatory Commission that through
the latter half of 1945 transformed the UN Charter into
workable machinery. His indomitable persistence, his fa-
natical attention to the details of language made him and
his country one of the major powers in this preliminary
exercise in London. The United Nations became a vessel
that could be launched and much better able to steer a
course through the trials to come. '

In a Canadian team dominated by functionalists and
pragmatists, serving a Prime Minister wary of crusades,
this fanaticism was indispensable. Those who judged more
cannily the art of the possible were not dispensable either,
but they needed the spur of Escott’ idealism, for pragma-
tism becomes too easily complacency. As the historians
now delve into the different approaches to world order of
Hume Wrong and Escott Reid, it is to be hoped that this
debate will not be entrenched in legend as regrettable
disunity on the team. For those juniors who served under
both of them, the argument had Hegelian virtue. It kept us
alive, sprinting to keep up with insights sometimes con-
trary and sometimes complementary, none of which we
could discard. Those who clamor now for the instant reve-
lation or encourage the clandestine revelation of internal
memoranda might well consider the effect of such practice
on the free spirits who know they can dare to think boldly.
Civil servants can become listless bureaucrats for lack of
scrutiny, but they are more likely to be conformist and
unimaginative if they are discouraged from private thought

of Escott Reid as here revealed?
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It is one of many thoughts to ponder in reading this

extraordinarily lively account, mostly in letters written at
the time but also in recollection, checked with the records
of this splendid fanatic. It complements well his record of
the birth of NATO, of which he was also an architect, and of
his years in India. Much is added to the official records,
important glosses and footnotes for the historian, but en-
livened for even the casual reader by amusing incident, of
which the author is often himself the butt, and the warmth
of an ebullient and sensitive man. His quality is in that
constant search for serenity in fanaticism. He reveals it in
his capacity for seeing himself as part of the human comedy
and in his serenity towards those who differed from him.
Ashe gets serener, his fanatical devotion to the well written
word is happily undiminished and he promises us more of
the same. All his oeuvre (a smarmy term that would attract
his vehement blue pencil) is essential reading for those who
want to understand better how our foreign policy is actually
made — or not made. Scholars can wish him long life and a
word processor.

John Hb'liﬁes#s\g]g author, scholar and former diplomat
who has been associated with the Canadian Institute of
International Affairs for many years.

Thoughts for a trading nation

by Don McGillivray

and private debate. Do we really want to squelch the likes

The Bottom Line — Technology, Trade and Income
Growth by The Economic Council of Canada. Ottawa:
Canadian Government Publishing Centre, 1983, 169
pages, $8.95. United States Trade Policy Legislation: A
Canadian View by Rodney de C. Grey. Halifax: The
Institute for Research on Public Policy, 1982, 130
pages, $7.95.

It’s a painful to adjust to new economic realities. No
one does it by choice, only by necessity. But the need for
adjustment is stated in one sentence of the Economic
Council’s report on technology and trade: “In the past
decade, Canada has encountered ferocious economic
problems.” Unemployment at levels unreached since the
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Great Depression, inflation at heights previously met only
in wartime, productivity growth so low that no historical
parallels exist — these are the signs that Canada has no
choice about adjusting.

But we do have a choice about how we adjust. One way
is to try to build fences around Canada to preserve present
jobs and markets. Such an effort would almost certainly be
self-defeating, as the Economic Council points out. The
other way is to continue to reduce trade barriers, to take a
chance on Canada’s potential to adapt and grow in new
economic conditions.

The Economic Council makes a persuasive case for
holding the line against protectionism when times are bad
and for faster reduction in trade barriers when times turn
better. The problems, of course, is to know when to make
the switch. A year after starting the recovery from the
Great Recession of 1981-82, Canada’s economy could not
find jobs for 1.4 million workers. Is that bad times or good?

There is good reason to argue at any time, and es-
pecially when unemployment is so high, that individual
Canadians should not have to pay heavily in hardship and
want for policies that will make Canada more competitive
and prosperous in the longer run. In other words, there
should be a system of adjustment assistance. But how
much? On this question the Economic Council split. Some
members felt here should be a system of retraining, mobi-
lity grants, alternative job opportunites and consultation
with the groups involved. Others thought an imprecise
program of income, training and placement for people
losing their jobs because of imports allowed an idea that
jobscould be guaranteed to all. If people were displaced by
import competition from outside the country, why not
people displaced by technologcal change inside the coun-
try? Why not everyone who loses or fails to get a job for
whatever reason? The end result might be an economy, top
heavy with government spending and a tax (or borrowing)
burden that would cancel out any advantage of a leaner,
more competitive industry.

These are not easy problems to resolve and the Eco-
nomic Council does not have the last word on them. But is
it time we had more debate on such matters and The
Bottom Line is an excellent handbook for the debaters.

Rodney Grey has had long experience — in and out of
the public service — in the trade field. As Assistant Deputy
Minister of Finance in charge of trade, and later as chief
Canadian negotiator in the Tokyo Round of talks under the
General Agreement on Tariffs and Trade, he knew first-
hand the labyrinth of trade barriers in the world. And he is
prepared to share this knowledge as an expert guide.

The main conclusion from his study for The Institute
for Research on Public Policy is that the United States s far
from the free-trading nation it is sometimes pictured as
being. As tariff barriers have come down as a result of
successive rounds of GATT negotiations, the United States
hasevolved a pervasive “contingency” protection system to
deal with “unfair” imports. Because Canada is the largest
trading partner of the United States, this system has its
greatest impact here. And Canada has responded by de-
veloping an extensive contingency system of its own.

Mr. Grey has provided a handbook for Canadian ex-
porters to the US market. But he has done more. He has
raised the question of whether the celebrated triumphs of
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GATT have been more apparent than real and speculated
that protectionism has been neither scotched nor weak-
ened but simply driven underground.

Don McGillivray is National Economics Editor for
Southam newspapers in Ottawa.

Energy self-sufficiency at last

by Jennifer Lewington

Life after Oil: a Renewable Energy Policy for Canada by
Robert Bott, David Brooks and John Robinson. Ed-
monton: Hurtig Publishers Ltd., 1983, 203 pages,
$24.95 (cloth) and $12.95 (paper).

Twenty years from now, Canadian homes could be
heated with pelletized wood instead of oil.

It’s not such an outlandish idea: the technology exists
today and wood is a plentiful supply source for biomass
energy of the future. But you don’t have to accept this
prospect to enjoy Life After Oil. The authors, true believ-
ers in a “soft” energy option of conservation and renewa-
ble energy for Canada, offer a refreshing approach to the
often confusing debate about energy alternatives. They
look into the future to project not what will be, necessarily,
but what could be possible.

The distinction is important. Canadians could heat
their homes for days with Government and industry fore-
casts which — consistent only in being wrong — told con-
sumers what energy prices, supply and demand would be in
the year 2000. The thesis of Ottawa’s National Energy
Program rested, faultily, on ever-rising oil prices through
this decade. When prices dropped, the multibillion tar
sands evaporated and frontier petroleum development
looked an even more distant proposition.

In Life After Oil the authors look to what energy
alternatives could emerge over the next forty years, even
without technological breakthroughs, as conventional sup-
plies of oil and natural gas run out. Their work is based on
regional analysis conducted by the environmental group
“Friends of the Earth” in a project financed by the federal
energy department. The authors take a fairly conservative
“bottoms-up” approach to the problem. In other words.
they assess each province’s supply-demand picture before
making conclusions about the country as a whole. They
also examine what consumers and industry could — not
necessarily will — achieve through conservation and re-
newable energy options.

The results make stimulating reading. The authors
argue against becoming hostage to expensive Arctic oil or
nuclear power, and make the case for smaller-scale devel-
opment of local energy supplies, such as wood.

One of the myths about Canada is that it is a resource-
rich nation. Rich, in reality, only at a price. Canada needsa
blow-up in the Middle East, and an explosion in world oil
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prices to make Arctic oil and gas development an economic
proposition in the short-term. But with soft prices expected
for the rest of the decade, Ottawa’s expensive frontier
gamble looks like a losing deal for Canadians.

The value of Life After Oil is that it offers another way
to think about energy alternatives. One doesn’t have to
believe that oil will price itself out of the market in fifteen
years, or that wood could once again be a major home fuel

Book Reviews

— as the authors do — to accept their conclusions.

It would mark a new start for Canadian policy-makers
to recognize that energy problems do not necessarily need
big-ticket answers.

Jennifer Lewington writes on energy and business topics
in Ottawa for The Globe and Mail’s “Report on Business.”

I etters to the Editor

Canada and East Timor

Sir,

Your November/December article “The Canadian
Government and human rights abroad™ was certainly a
welcome start to publicizing the gap between the reality of
Canada’s policy regarding human rights abroad and state-
ments that have been made by Mr. MacEachen (e.g., “Can-
ada is determined to play an effective, responsible role in
international human rights™; “Our policies are rooted in
the values of compassion and concern which all Canadians
share,” or “[Our] development assistance tends to be con-
centrated in countries whose governments pursue external
and internal policies that are broadly consistent with Cana-
dian values and attitudes,” or even “The [Canadian] Gov-
ernment firmly believes in the international rule of law™).
However, Sheldon Gordon, in attempting to give balance
to his article has ignored the extreme hypocrisy our govern-
ment practises in this regard. An excellent example has
been Canada’s reaction to the brutal Indonesian “grab” of
East Timor. A force of 20,000 Indonesian military invaded
East Timor on December 5, 1975, after an aerial and naval
bombardment of the capital, Dili. This was in response to a
declaration of independence for the Portuguese province
by FRETILIN, an organization considered at the time to
have the support of 90 percent of the population. FRE-
TILIN had been effectively administering the country for
several months after defeating a rival group (UDT) which
had staged a coup d'état against the Portuguese. Popular
Support for a third group (APODETI) which supported
Integration with Indonesia had earlier been estimated at 10
percent, though many of their supporters were inadver-

tently machine-gunned by the Indonesians at the time of
the invasion.

Though the past politics are of concern, it is the con-
tinuing massive loss of lives which now shocks the world
community. Prior to 1975 the population of East Timor was
estimated at 650,000 to 670,000. The most recent estimate
is 425,000. During this period the East Timorese have
suffered from Indonesian military assaults, atrocites such
as random killings, disappearances, torture and incarcera-
tions - all convincingly documented at the United Nations
and elsewhere, and aptly described in a Times editorial of
1980 as “Horror in East Timor.” “No mercy™ attacks on
East Timorese by Indonesian military have also been re-
portedin the Globe & Mail as recently as September 1983.
In November the International Red Cross once more with-
drew from the country because of refusal by the Indone-
sians to permit them to operate outside of the capital.

What has been Canada’s reaction? Indonesia, cur-
rently Canada’s largest non-Commonwealth recipient of
foreign aid, has received over $180 million from Canada
since 1975. Though the UN recommended self-determina-
tion for the East Timorese in 1979 and 1982. Canada voted
against these motions; yet self-determination is a cor-
nerstone of human rights. Consider then, Mr. MacEachen’s
statement, Canada “has stood firmly in defence of the
Universal Declaration of Human Rights.”

Among the fatuous reasons Mr. MacEachen gives for
Canadian support of Indonesia’s actions is that “Indonesia
has clearly demonstrated its commitment to bettering the
conditions of its citizens including those of East Timor.”
This is despite continuing reports of death squad killings in
Indonesia (more than 4000 deaths in the last nine months),
and the recent slaughter of 200 East Timorese. Mr. Mac-
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Eachen recently cited an Australian Senate réport noting
Indoneman expenditures in East. Timor as support for the
concern of Indonesia for the East Timorese; but Senator

Maclntosh, a member of the mission fo. East Timor, has

publicly stated that many of these expenditures were ‘to
facilitate Indonesian military operations. Mr.. A.G. Vin-

cent, Director of the Asia and S.E. Asia Bureau at Exter-

nal Affairs, has gratuitously claimed that Indonesia has
spent $175 million in East-Timor for roads, schools and
hospitals etc. Such information can come only from the
Indonesian Department of Information. He ignores the
fact that the hospital in Dili, prior to 1975 the best in the
region, was dismantled and shipped back to Java. Other
development programs were destroyed or halted, and im-
portant sources of wealth, such as coffee plantations, are
now owned by Indonesian generals. When the Interna-
tional Committee of the Red Cross made six million dollars
available for relief services in ‘East Timor, over half of the
funds ended up in mlhtary accounts for “distribution
costs.”

 Statements by our government on the East Timor
‘situation bear no relation to the reality. The response of
Mr. Vincent to reports of the recent killing (1983) of 200
East Timorese by Indonesian military was that there was
“an increase [in] the number of their military personnel in

Timor.” Desplte the genocide occurrmg in East Timor, Mr,

‘MacEachen continues to assert that “a significant number

of East Timorese requested the Indonesian authorities to
intervene in the Portuguese province”. This is not true,
Ample evidence for thisis that two years after the i Invasion,
Indonesian troops still could only control the area around
the: capital and border areas. Equally false is Mr. Mac-
Eachen’s assertion that “significant numbers of East Tim-
orese are related by culture, language and family to the
[Indonesian] West Timorese.”Even the Indonesians ac-
knowledge that twelve different languages are spoken in
East Timor alone: Furthermore East Timor is predomi-
nantly-Roman Catholic; Indonesia is the most- populous
Islamic country in the wor]d'

The massive trade balance Canada enjoys with Indo-
nesia and Canada’s position as third largest foreign investor
in Indonesia- quickly explains Mr. MacEachen’s stand, a

position which sickens decent Canadians knowledgeable

about the East Timor tragedy. It is clearly apparent that the
assertions of Mr.. MacEachen and the Asia and S.E. Asia
Bureau of External Affairs have been either fatuous, gra-
tuitous, devious or simply wrong.

‘ ' ' R. Shotton
Halifax, N.S.

(

ressources marines.
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. International Centre for Ocean Development
[ ICOD. Centre International de Developpement des Oceans

A private non-profit corporation established in Canada under federal charter to work
with developing countries in all areas of ocean resource development.

The Centre will assist in the utilization and management of ocean resources by focussing
the capacities of Canada and other nations on practical programs for increased food
production, and sound ocean resource utilization, control and management.

Une société a but non-lucratif établie au Canada sous charte fédérale pour coopérer avec
les pays en développement dans tous les domaines de la gestion des océans.

Le Centre offrira son aide Y'utilisation et la gestion des ressources océaniques en
canalisant les capacites canadiennes et de d'autres pays dans I'élaboration de
programmes pratiques pour une aide alimentaire accrue et une gestion saine des

For information on the Centre, contact/Pour plus d’information, contactez:
Suite 203, 323 Chapel Street, Ottawa, Ontario KIN 772
Telephone: (613) 238-1818
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Editor’s Note:

Canada’s foreign interests this year have included two new concerns — or

“initiatives.” One is the push to interest the United States in developing unimpeded

trade with Canada in certain sectors, the other was Prime Minister Trudeau’s peace
mission, which rose meteorically late last year, seared us for the first few months of
1984, and now lies twitching on the dissection table. That peace offensive is
examined and evaluated from different perspectives in two articles. Neither finds it a
great success. Two pieces on sectoral free trade between Canada and the US keep us
abreast of the offical views of both countries on that subject. Itis still a waliz, but the
tempo may pick up.

It is an important event — despite its increasing frequency — when the Soviet
Union gets a new leader. Mr. Chernenko has his policy problems scrutinized here,
and in a related article a former Canadian student at the University of Leningrad
offers some observations on what it is like to live a life of total immersion in Soviet
society. In other articles we look at the consequences of strzvmg to achieve nuclear
balance (or is it nuclear imbalance?) and the United States is ofj‘ered some lessons
on how get lucky in Central America.
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Harnessing the political energy of peace
The switches were off

~ Trudeau rides the “third rail”

by Adam Bromke and Kim Richard Nossal

' This is the first of two articles on Pierre Elliott
Trudeauw’s “peace initiative.” It was such a large and
well publicized undertaking that it begs evaluation. In
this. article and the next International Perspectives
presents two commentaries by Canadian scholars on
- the Prime-Minister’s mission.

- Pierre Elliott Trudeau’s “peace initiative”” — his an-
nouncement at the University of Guelph in October 1983
that he was going to establish a “third rail” of “political
energy” to-speed an agreement between East and West,
and the subsequent four months of shuttle diplomacy —
was much like the Prime Minister’s other sporadic forays
into diplomacy in his long term as prime minister. It was a
well-meant idea poorly executed.

Some have claimed that the peace mission was a
“phony” exercise, that it was never intended to succeed, or
that it was prompted by parochial or personal concerns. It
has been derided as an eleventh-hour attempt to resusci-
tate the Liberal Party’s flagging health in the polls, or asa
bid for the Nobel Prize as afitting cap to his years as prime
minister. However, most Canadians, including even the
Progressive Conservatives, agree that the peace initiative
was motivated by genuine concern.

There can be little doubt that Mr. Trudeaun regarded
with growing apprehension the deteriorating course of So-
viet-American relations during 1983, and in particular
President Ronald Reagan’s role in that process. The funda-
mental differences in approach to East-West relations be-
tween Mr. Trudeau and Mr. Reagan became increasingly
evident over the summer of 1983. Two events seemed to
have catalyzed the Prime Minister. First, Mr. Trudeau was
concerned at the lack of progress at the summit in
Williamsburg in healing the divisions within the western
alliance over the most appropriate posture towards the
Soviet Union. Second, the Prime Minister was alarmed at
the deterioration in East-West relations caused by the
shooting down of the Korean Airlines 747 in September.
But he also appears to have been responding to the wide-
spread concern on the part of the Canadian public about
the sorry shape of East-West relations. It was, after all, the
unexpectedly strong domestic opposition to the testing of
the Cruise missile which had prompted the Prime Minister
to abandon his diffident stand on East-West issues in the
first place.

The world awaits

There was, thus, an evident need for an initiative to
dampen the growing bellicosity of the superpowers, to
encourage dialogue between Moscow and Washington, to
alter what the Prime Minister called in his Guelph speech
the “ominous rhythm of crisis” in East-West relations. And
on the surface, it appeared that Mr. Trudeau would be
exceptionally well-placed to undertake such a mission. Not
only was he NATO' senior statesman; he is also endowed
with the personal skills required for the exercise of influ-
ence: intellectual capacity and, when he wishes to use it,
persuasive personal charm.

But in the four months of shuttle diplomacy that came
to anend when Mr. Trudeau eventually visited Moscow and
met with the Soviet leader — although it was Konstantin
Chernenko and not Yuri Andropov — little was achieved.
The Prime Minister’s major proposal for a five-power nu-
clear summit was rejected by all the major powers; leaders
in both East and West greeted his broader objectives with
effusive pleasantries, but no concrete support. It appeared
simply that he was not taken seriously by them. Several
interrelated factors were responsible for Mr. Trudeau’ lack
of success.

Short on specifics _

First, the bland reception given the Prime Minister by
the great powers was invited by the very goals he laid out in
October. The objectives of the peace initiative lacked spe-
cificity. There was no central, imaginative proposal which
would capture world attention. Instead, there was a long
list of suggestions, helpful but not original. And, unfor
tunately, they were couched in vague generalities. The
proposal for a five-power nuclear summit was a non-star-
ter: after years of being pressed to hold such a summit by
the international community, the great powers were un-
likely to move in this direction suddenly at Canada’s urg-
ing. And the proposal was first made in public without, it
seems, any testing of the waters in the capitals concerned.

The proposals to launch the Stockholm Conference on
Confidence-Building Measures at the foreign minister
level, and another to resume the Mutual and Balanced
Force Reduction (MBFR) negotiations in Vienna were not
uniquely Canadian — they had also been suggested by
other nations. The other objectives were cast at such a level

Adam Bromke and Kim Richard Nossal are Professors of
Political Science at McMaster University in Hamilton.
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’ : Harnessmg the polu'zcal energy of peace

' ,r)f abstractlon that it was dlfflcult to dlsagree w1th them.
‘But therein lay the problem: without a Canadian agenda .

_ BOB COOPER —PMO

1dent1fy1ng specific, tangible'and constructive suggestions, -
leaders in other capitals were disinclined to do more than

receive Mr. Trudeau politely and wish-him well. It is indica-

tive that the meeting between Mr. Reagan and Mr. Trudeau -
was characterized by a senior State Department official as
andnotby
a substantive exchange on any concrete measures that the

P 2]

being dominated by a “philosophic discussio,

United States could take to reduce global tensions.
Slrmlarly, Mr. Trudeau'made a serious tactical error in

assuming that the cause of the increased tension between

the two superpowers was the renewed arms race, and posit-

ing objectives that primarily dealt with the question of arms -

control and limitation. The escalation in arms is, however, a
symptom, not a cause, of increased East-West ‘tensions,
and the Prime Minister made 11ttle effort to address in'a
‘concrete way the causes of the acrlmony that so troubled

Ny

sonal political agenda tended to. appear be dealt w1th and

- then, settled or not, be discarded for new ones. The forei gn

policy review, the quest for a contractual link with Europe,
the Mansion House speech on assistance to the developing

~world, the muclear “suffocation” address to the United

Nations, the North-South initiative of 1980-81 — such brief
_periods of activism in foreign policy were 1nterspersed with
“longer periods of dlsmterest and consummg involvement
with domestic issues.’

The sporadic nature of Mr Trudeau’s attention to for-
eignpolicy issues prevented him from developing the influ-

. ence. that may- come with seniority. But that influence,

particularly for a small state like Canada, is not automatic.
It requires the sustained efforts of:the political leadership
over an extended period.of time.. When he discovered in
1983 that he was sufficiently “deeply troubled” by East-
West issues to Warrant activity, Mr. Trudeau failed to see
that hlS 1nattent10n to foreign pohcy over the course of the

"’lﬁr W C nf re \C gont

Mr. Trudeau announces his peace initiative in lGuelph,’ Ontario, in October 1983

him. This would have involved taking concrete djplomatic

steps to advance their dialogue (including a summit meet-
ing between the US and Soviet leaders). The climate would
likewise be improved if various local conflicts which aggra-
vate US-USSR relations, such as those in Lebanon, Cen-
tral America, Afghanistan or Poland, were defused.

Ominous rhythm of enthusiasm

The peace mission, moreover, was undertaken by a
leader who had not devoted much time or attention to
international politics over his long term of office. Rather,
the genesis of the peace initiative was typical of Mr. Tru-
deau’s sequential approach to politics. Issues on his per-
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1970s would pose serious obstacles to the successful exer-
cise of Canadian influence in the rarified atmosphere of
great power rivalry. His sudden intrusion was thus received
by world leaders with surprise, if not incredulity.

Going it alone ~

The peace initiative also failed because of its uni-
lateralism. No attempt was made to frame the “third rail”
within a multilateral context, drawing on and utilizing the
dissatisfaction and alarm 6ver deteriorating US-USSR re-
lations of other small powers in the West, the East and the
South. There were a number of other “like-minded™ coun-
tries — Australia, Greece, Spain or Sweden — which were
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as concerned about the acrimony between the United
States and the Soviet Union as Canada, but no attempt was
made to present Moscow and Washington with a multi-
lateral effort to encourage peace. Indeed, the Common-
wealth heads of government meetings in New Delhi
provided Mr. Trudeau with a good opportunity to expand

SIMON ALVES

he chose to present his proposals as a unilateral Canadian
initiative, satisfying himself merely with a general endorse-
ment in the final communiqué. Clearly, the resources
which were available in the international community to
support the peace initiative were not employed to their
fullest.

But not only were other states excluded from the
process; resources within Canada were overlooked. The
peace initiative was very much a solo performance by the
Prime Minister while the diplomatic establishment was
underutilized. Canada’s envoys abroad were not mobilized
beforehand to prepare the way, to sound out other govern-
ments, to explore carefully what could or could not be
done. Instead, responsibility for fleshing out the initiative
announced by the Prime Minister in October fell to an
Ottawa-based interdepartmental task force with little fore-
warning of his awakened interest in East-West relations
and virtually no time to acquire the competence required
to back up Mr. Trudeaus initiative.

Diplomacy without diplomats _
~ Mr. Trudeau’s views of diplomats and diplomacy —
views which remained remarkably constant since the days

inthe late 1960s when he openly derided the Department of

External Affairs — are well known. But the denigration of
the diplomats, and the persistent attempts to restructure

Harnessing the political energy of peace

the Department of External Affairs to make it “more
relevant” to the economic priorities of his government,
eventually robbed the Prime Minister of a potent resource:
a bureaucratic infrastructure which could be called upon to
aid in such diplomatic ventures.

Nor did the Prime Minister take full advantage of
resources beyond the state apparatus in planning or con-
ducting his mission. Canadian groups or individuals with
an expertise in East-West relations — particularly those in
the universities — were involved only peripherally in the
initiative. Three Canadian academics had been invited to a
government-sponsored conference on foreign policy at Val,
Morin in Quebec in August 1983, where some initial ideas
pertaining to the mission were broached. The sessions were
attended by several cabinet ministers, though not by the
Prime Minister. Instead, Mr. Trudeau chose to turn to the
United States, and 'a group of American experts, for
advice.

Part of the reason for such indifference to the views of
the academic community was that the Trudeau government
had paid little attention to cultivating expertise in East-
West relations at Canadian universities. Unlike the United
States, Eastern Europe, and increasingly the USSR, where
governments frequently rely on outside experts, there was
little effort to tap this resource in support of the craft of
state in Canada. But another part of the reason lies in the
statist assumptions of the Prime Minister and his senior
advisers, who apparently believed that the foreign policy
process should remain essentially closed to direct societal
input. The Prime Minister’s desire to retain personal
charge of Canada’s initiative and the lack of a well-de-
veloped infrastructure for the conduct of diplomacy in the
East-West sphere, in both government and academe, are of
course interrelated.

No peace from the podium

If the process of its preparation was too closed, the
execution of the peace initiative suffered from being too
open. For it was played out entirely in public. From the
speech in Guelph to his Moscow news conference, every
step in the peace initiative was carefully orchestrated for
maximum publicity and public exposure; the process was
subjected to public scrutiny, discussion and speculation.
The effect of this was immediate and negative.

Diplomacy is rarely successful when conducted at a
public podium or in a media scrum. There are good reasons
for a small state to engage in “quiet diplomacy.” conducted
under a veil of secrecy. The leaders of great powers will be
more disinclined to shift ground if they have been urged to
do so in public by a smaller state. They remain ever sensi-
tive to their own rank and status, and ever jealous of their
own autonomy. The public nature of the Trudeau initiative
thus provided the great powers little incentive for serious
movement; instead it assured the Prime Minister of little
more than their good wishes.

Furthermore, the Prime Minister never seems to have
been concerned about how other leaders would regard the
fanfare of publicity that accompanied each stage of the
initiative. Perhaps he assumed that his counterparts in
other capitals shared his view of diplomats, and would be
uninformed of developments in Canada. But foreign diplo-
mats in Ottawa would surely have been reporting the wide-
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spread public opposition to the Canadlan government’s

policy on Cruise testing; they would have informed their. -

leaders of the dismal state of Liberal standings in the polls;
they might even have reported the musings by officials in
the Prime Minister’s Office about the appropriateness of a
Nobel Peace Prize! They would have reported the wide-
spread support in Canada for the initiative, and the slow
upturn in Liberal fortunes in the polls. In short, foreign
leaders had every reason to believe that; given the public
nature of the peace initiative, it was motlvated largely by
domestic political considerations. Perhaps the Prime Min-
ister believed that the enthusiasm for his peace mission
among the media at home would spread abroad, creating
pressures on foreign leaders to support his plan. But this

" was not the case. The media in the United States and
Western Europe paid very little attention to the Canadian
injtiative. And by going public, Mr. Trudeau threw away
the potential advantages of qulet dlplomacy

Indlscretmn or candor" ‘

Finally, the ane Minister’s personal dlplomatlc style
- hindered the success of the initiative. In particular, Mr.
Trudeau’s inability (or unwillingness) to elaborate publicly
his views in careful, measured and diplomatic fashion did
‘not help his cause with other leaders. For example,his
reference to “third-rate pipsqueaks” in the Pentagon may
have provoked chuckles among a Canadian audience long
used to his impious public behavior. But such remarks,
thrown off petulantly in front of the President of the United
“ States and in the glare of US network cameras, were un-
likely ways to enhance Canada’s influence. And it did not
appear to have occurred to the Prime Minister that perhaps
the views of the “pipsqueaks” did not much differ from

those of the American President himself.

Similarly, his musings at Davos about US intentions in
Europe or his statements about wanting to foster a closer
relationship with East Germany — still regarding as a
pariah by Western Europe — were both completely unwar-
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ranted and revealed the same lack of concern with the

potentially negative effects of carelessly formulated public

positions.
Itis m1p0551b1e 1o gauge accurately how far Mr. Tru-

~deau’s efforts have actually contributed to the modest im-

provement in the East-West climate early this. year. It is
true that the Stockholm meeting began at the foreign min-
ister’s level (paving the way for lengthy talks between
George Schultz and Andrei Gromyko), and that the
MBFR negotiations have been revived. Yet clearly other
international developments pushed in the same direction.
The effects of the KAL 747 incident had worn off, elections
were underway in the United States, and there was a
change of leadership in Moscow. One suspects that these

-events were more important than the Canadian initiative,

but at the very least the Prime Minister’s gallant endeavors
contributed to those improvements.

' One of Mr. Trudeau’s important accomphshments was
that he forged a distinct position for Canada in East-West

relations by distancing his government discreetly from the

bellicose posture of the Reagan administration. And this
he did without appearing to be anti~American. If this was
his unstated objective, he deserves full credit for it.

The success of the Prime Minister’s peace initiative is
more visible in domestic than in international politics.

. Certainly his advisers in the party must have been pleased

at the effect on Liberal support in. the polls. But' Mr.
Trudeau was also successful in legitimizing an awakened
interest among the Canadlan pubhc in international
politics.

But Mr. Trudeaus avowed intention was not to affect
domestic politics; it was to moderate the positions of the
great powers. That he was unable to do so can be attributed
largely to an enduring immaturity in international politics.
For the style and substance of the peace initiative suggested
that after fifteen years of prime ministership, Mr. Trudeau
had no better appreciation of the nature of interstate diplo-
macy than he did in 1968.

tic



Politics versus function
Not what Canada does best

Trudeau and the

politics of peace

by Michael Tacker

. “Inanaddress to a conference on “Strategies for Peace
and Security in the Nuclear Age,” held at the University of
Guelph on October 27, 1983, Prime Minister Trudeau for-
mally launched what was to be his last major foreign policy
foray. The aim of his much publicized “peace initiative” was
to stem the movement of the “trend line” toward increased
tensions in East-West and especially Soviet-American rela-
tions. The catalyst in this quest for peace was to be the
- resurrection of formal interstate dialogues at the highest
political levels.
= Through the consequent establishment of a stabilizing
structure of “political confidence,” these dialogues were to
moderate what the Prime Minister identified as “the terri-
ble Turch from hope to crisis” by focussing primarily on
East-West military programs and their means of control. In
short, the Prime Minister was seeKing to politicize the arms
limitation process in order to restore it to its rightful place
as a cornerstone of East-West stability. The peace initiative
was in large measure an arms limitation initiative. In at-
tempting to make this country an important agent of that
process, the peace initiative thus provides an apt medium
for an assessment of Canada’s ability to fulfill one of the
declared aims of the foreign policy White Paper of 1970: the
dictum that “Canada should not rest content to see the
major nuclear powers determine exclusively the pace of
progress or lack of it in the field of nuclear arms control.” In
any such assessment the assumption that underlay the
peace initiative — that politics necessarily provides the best
avenue for arms limitation agreements and for a Canadian
role therein — should not go unchallenged.

Initiative had four fronts

' Consciously or otherwise, the attempt by the Prime
Minister to inject “political energy” into the arms limita-
tion process took place at four distinct but interrelated
levels. One level, perhaps most fundamental to the initia-
tive, was that of world public opinion. By capitalizing upon
widespread public fears over the threat of nuclear war and
the linked phenomenon of peace movements, the Cana-
dian initiative attempted to propagandize the dangers of
nuclear power stalemate on the limitation of armaments.
The aim here was to mobilize public opinion, in order to
exert political pressure on Washington and Moscow to

return to the table and to negotiate nuclear and conven-

tional arms limitations in good faith.
A second and more discreet level manifested itself in
the private conversations which Mr. Trudeau held in late

1983 with influential American academics, journalists and
congressmen. The aim here was in part to join the Amer
ican debate over arms limitation, and to lend political clout
to the arguments of those in the United States who wanted
the Reagan administration to take this issue more seriously
than it appeared to be doing. The third and most visible
level was the Prime Minister’s travels to allied, nonaligned
and Warsaw Pact capitals in the hope of finding tangible
support from the political leaders of other middle powers
who, in logic, would share Canadian fears about being the
hapless victim of a strategic nuclear exchange.

A fourth and perhaps most controversial leve] of the
peace initiative was the attempt by the Prime Minister to
cast himself as an interlocutor directly into the process of
superpower political accommodation. Mr. Trudeau had
long ago disavowed any such role in East-West security
issues, and thus the stated and more modest reason for his
plans to visit Washington and Moscow was to encourage
American and Soviet leaders to moderate their mutually
antagonistic rhetoric and to return to arms limitation. Yetit
is difficult to imagine that if either power had wished to use
Mr. Trudeau to signal its renewed interest in dialogue and
détente, the Prime Minister would not have relayed this
message.

Mixing peace and politics

Throughout his journeys, however, it does not appear
to have occurred to Mr. Trudeau that politics and peace do
not necessarily make for a stable compound. At best poli-
tics may be an inert ingredient in the crucible of peace,
reactive only to domestic agendas composed for the most
part of pecuniary issues. Indeed history, if given achance in
the nuclear era and if it does not relegate the peace initia-
tive to footnote status, or, more cruelly, to its dustbin, may
record a certain irony in the fact that a student of rational
techniques of government prescribed politics as a panacea
to rid the world of tensions, crises and the threat of war.

Michael Tucker teaches international relations at Mount
Allison University in Sackville, New Brunswick, and
specializes in Canadian arms control policy. He was the
hapless victim of editorial mayhem in the January/
February issue of International Perspectives, where, in the
seventh line of the penultimate paragraph of his essay on
Canada’s NATO dilemma, “now” became “not” — the
kind of error that could make lesser authors sterile.




Politics versus function

.However understandable in terms ofthe day—to‘—day exi genQ

cies.of Canada’s domestic political life, the mercurial na-

ture of prime ministerial interest in mternatlonal security’ .
issues. serves as testimony to the limited amount of high-. -
level political energy which can be mustered and sustained:
over such matters at the decision-making levels of all but
the major powers. As Mr. Trudeau confessed on the eve of
his peace mission, “I have suddenly: become pohtlcally o

preoccupied with the question of war and peace.’

- At worst, politics may be an active mgredlent in the
crucible of war — reactive to fears, ideologies and military-
technological impulses which, when transferred to the
international domain, impel and sustain a conflict-prone
environment. We can be thankful that'thisisnot in any real

~ sense an attribute of Canadian political culture, given our
non- -military dlSpOSlthIl Yet directly or indirectly the
“ominous rhythm of crisis” which the Prime Minister de-
tected in the current international environment can be
attributed to politics. For this reasor, among others, there
are evident dangers in subordmatmg arms: 11m1tat10n as a
central element in the structure of the nuclear peace to the

- vagaries of political calculatlon and caprice.

~Thisisnottosaythat pohtlcal willis mconsequentlal to
progress on arms limitation. To the contrary, political
choices and political direction are vital to its siiccess. Presi-
dents, prime ministers — and general secretaries for that
matter — do not “make” arms limitation policies; such is
not their power, especially perhaps in the complex deci-
sion- makmg environments of the major nuclear powers.
Yet if arms limitation agreements dre to materialize and if
arms limitation as a policy choice is to survive in interna-
tional relations, then high-level political commitments are

BOB COOPER ~— PMO
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important: To be militarily significant, moreover, arms lim-
/itation agreements must be more than symbols of interstate
pohtlcal accommodation. This involves serious choices
- about and constraints upon weapons prograins — the de-
. termination in essence of which weapons are likely or not to
yield dividends in terms of a stable international military
environment. Ultimately, politics must. make this-deter
_mination; thus the propriety, in principle, of efforts. by
Canadlans and others to attempt to influence the direction
of the political choices which lie behind the armaments and
arms, 11m1tat10n decisions of the major nuclear powers.

Suffocation revisited

After a fashion this was an element in the political
strategy of the peace initiative. In recogmzmg that, as he
put it, “technological push:finds sympathetic- pohtlcal
pull;” Mr. Trudeau revisited the most - important compo-
nent of his “strategy of suffocation” which he delivered to
the first United Nations Special Session on Disarmament in
1978: the view that the strategic arms competition derives
“from technologlcal innovations in the.laboratories of the
nuclear powers as much as it does from interstate political
tensions. Atissue here, in relation to the logic of the peace
initiative, is the political féasibility and the military-strate-
gic desirability of attempting to “suffocate” nuclear arms
~ programs in their entirety. s -

Inany discussion of the genenc concept of arms limita-
tion an important distinction should be drawn between the
proponents ‘of peace through disarmament, who would
advocate a comprehensive implementation of the suffoca-
tion strategy, and arms control strategists, whose more
limited aim 1s to. curb. potentlally destablhzmg military-
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Mr. Trudeau with President Reagan in Washington, 1

technological innovations within the context of a balance of
power system. With its emotive emphasis on “peace” and in
its call for political activism at the level of the general
public, Mr. Trudeau’s initiative was inspired by and clearly
biased toward the proponents of the disarmament ideal.
This bias was underscored by the Prime Minister’s attempts
to disparage arms control technicians — the so-called “nu-
clear accountants” or “weighers of balances.” In emphasiz-
ing political will as a feasible and desirable catalyst for
disarmament, to the exclusion of the legitimacy of the
technical concept of arms control, the peace strategy was—
as a Canadian initiative — misguided. It devalued the
technical standard upon which the currency of Canada’s
arms limitation diplomacy has been based and, in effect,
exposed the very real limits to Canadian political influente
I international arms limitation discussions.

Start at the top

Mr. Trudeau’s doubts about the technical arms control
exercise can in large measure be attributed to his intellec-
tual obsession with the need for the primacy of poli-
tics-cum-“foreign policy” over “defence policy.” When ap-
plied to the peace strategy, this meant that technical and
military-strategic approaches to the problem of armaments
and arms-limitation should be subordinated to general
principles formulated at the political level. This is to reason

+
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Politics versus function

a priori from the top downward, in accordance with the
Prime Minister’s Cartesian mode of thought. This ap-
proach is alien to the Anglo-Saxon tendency to reason a
posteriori from.practical experience — a tradition which
has governed the (admittedly Anglo-Saxon) idea of wed-
ding arms control theory to military-strategic realities as
the only sound basis for a durable nuclear peace..

The danger does exist, as Mr. Trudeau rightly noted,
that arms limitation exercises can be stalemated or derailed
by seemingly intractable technical arguments over notions
of “adequate” verification, of equitable force-level ratios,
of the stabilizing and destabilizing qualities of strategic and
theatre nuclear weapons systems, and so on. Yet fears of
technical quagmires can obstruct an understanding of the
political necessity of “technically sweet” arguments. Arms
limitation as an instrument of national security and interna-
tional stability is not universally acclaimed, and the techni-
cal arrangements which underpin existing and proposed
arms limitation agreements are not foolproof. They are
challengeable and have beén challenged, not only by the
adversary in formal diplomatic settings but by those within
domestic polities who would argue for military superiority
over the adversary as the only sure basis of national se-
curity. In some measure this challenge, from within the
American body politic, accounted for the fate of SALT II.
The merits of arms limitation, then, are not absolute but
relative to the persuasiveness of the arguments mustered
by those who are opposed to arms limitation for a mix of
moral, strategic and political reasons. These arguments,
often enough, have been buttressed by technical “exper-
tise”; thus the Reagan administration could and did oppose
SALT Il on the grounds that is was “fatally lawed.” What-
ever the shortcomings of the technical approach, the pro-
ponents of arms limitation have no option but to meet the
arguments of its adversaries on their own ground. For
Canada this is as much a matter of political virtue as it is
necessity.

Homework helps

The history of Canada’s involvement with post-1945
international arms limitation negotiations suggests that
where Canadian influence has been real, this more often
than not has been a by-product of technical knowledge.
Based on technical assumptions about the verifiability of
underground nuclear explosions through refined seismic
detection techniques, the Canadian voice did not go un-
heeded during the 1970s by those outside this country who
were disposed toward superpower agreement on a com-
prehensive test ban treaty; Canadian legal expertise de-
ployed in the Geneva discussions of the early 1970s over a
seabed arms limitation accord helped strengthen the resul-
tant treaty on Canadian terms; Canadian expertise in the
realm of peaceful nuclear technology gave this country a
vanguard role among nuclear supplier states during the
1970s, in helping shape a non-proliferation safeguards reg-
ime on Canadian terms; by the late 1970s, a developed
Canadian expertise in the broad field of arms limitation
verification theory lent respect to the Canadian voice in
NATO deliberations on this subject. We are now on the
threshold of a formidable challenge posed to arms limita-
tion by a Copernican revolution in military technology.
This reality, when coupled with our technical experience,
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: srgmﬁes that the Canadian approach to arms limitation
should be properly based not on political campaigns but.on .
the functional principle. The politically-charged and thus *

uncertain state of arms limitation today, over which Cana-

dian political leaders have scant control, should further ;
‘suggest the wisdom of this. course. v

The idea behmd this pnnmple is the creatlon of bonds
of understanding in non-political or “functional” areas,
based on shared interests and expertise. A rare but impor-
‘tant example of the application of the functional idea to
arms limitation was the establishment in 1973 of the Soviet-
American Standing Consultative Commission (SCC), de-
signed to facilitate the exchange of strateglc intelligence

_ and to ensure compliance with the provisions of SALT 1.

The mandate of the SCC was expanded in 1979 to imple-
ment the SALT I memorandum of understanding of the
establishment of a data base for Soviet and American
strategic systems. It may well outlast the qualitative ceil-
iings on nuclear weapons laurichers which were the more
publicized, and thus more contentious, hallmarks of the
SALT era. If the SCC were expanded to incorporate other
arms limitation areas, most notably confidence-building
measures (CBMs), or if the ided were to be emulated in
these areas, this could provide a foundation for transna-
tional civi]jan and military commitments to arms limitation
based upon shared expertise. The arms limitation cause
could become more depoliticized and perhaps thereby es-
cape from the vicissitudes of interstate political tensions.

Successes of functionalism

Here the Canadian experience with the technical ap-
proach to arms limitation would dovetail with an equally
rewarding Canadian.experience with functionalism. The
architects of the “golden era” of Canadian foreign policy
fastened onto this idea in the early post-1945 period as a
means by which Canada could exert its influence in issue
areas where its particular interests and expertise were
joined. These were areas of Canadian involvement — avia-
tion technology, international trade, and atomic energy for
instance — which did not accurately reflect the designation
of middlepower and where Canada could and did in some
measure have a say on an almost equal footing with the
great powers. The functional principle was effectively re-
vived during the 1970s in Canada’s law of the sea diplomacy
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_ requisite expertise, why this principle should not provide

-arms. limitation expertise.— not _just to ensure that the

and there is no good reason, glven the will to develop the

the cornerstone of Canadian arms limitation diplomacy
over the next decade or so to help meet the new military-
technologlcal challenges to Canadian national security. As
in the previous functional exercises, in their essence, Can-
ada ‘would collaborate with other states in the sharing of

major powers did not exclusively determine the pace and
substance of arms limitation agreements but to help to
mstltutlonallze the arms lumtaUOn ethic at the interna-
tional level. £

This would be a pnme example of the Canadian expe-
rience with functional internationalism, to be distinguished
from the more classical experience with middle power
mtematronahsm It is ironic that Mr. Trudeau, who had
disavowed many of the tenets of Pearsonian mlddlepOWer-
manship when he became prime minister in 1968, should
have embraced this once-vaunted role in the twilight of his
pohncal career. Canada’s quest for political and dlplomatlc
compromises between the hostile military blocs of the in-
tense Cold War era may have worked well in the 1950s; its
efficacy had clearly diminished by the late 1960s. The cause
of this did not lie primarily in personalmes 'or policies —in
the shift from -alliance- to soverelgnty-onented defence
and foreign' affairs. It lay in circumstance, in the over-
shadowing of Canada as a middlepower by the resurgence
of the once-great European powers whose geo-strategic
importance ‘to East-West stability had increasingly and
inevitably supplanted the salience of the Canadian political
voice. The peace initiative underscored this reality; the
Canadian claim to have helped to moderate international
tensions of late, captured in Mr. Trudeau’s recent assertion
in the House of Commons that “we have injected political
energy into East-West relations,” was little recogmzed out-
side this country. In the European capitals and in ‘Wash-
ington the dominant view has been that the recent
overtures toward political accommodation — the atten-
dance of NATO and Warsaw Pact foreign ministers at the
opening sessions of the Stockholm CBM talks in January,
1984, and the Eastern agreement to return to the Vienna
force reduction talks that March — were in large measure
the offspring of West German middlepower diplomacy. The
Prime Minister’s claim may not have been spurious, but he
might well have blushed when making it.




A student in Leningrad
Seeing from below

Inside the Soviet Union

by John M. Battle

Unlike the tourist, confined to the inside of an Intour-.

ist bus, or the diplomat, constrained by protocol and the
Soviet security apparatus, Western students have the opor-

tunity to immerse themselves in the everyday hustle and

bustle of Russian life. Accordingly, as my stay in the Soviet
Union lengthened from weeks into months, and as my
contacts with Russians grew, I discovered a rich underside
to life, one effectively concealed from the curious eyes of
the casual visitor.

~ Alexander Solzhenitsyn has argued that life in the
Soviet Union has “produced stronger, deeper and more
interesting characters than those generated by standard-
ized well-being.” He has described the Russian soul as
longing for “things higher, warmer and purer.” While I
discovered the general accuracy of these insights, I also
learned that they do no tell the whole story.

No longer content with waiting for the arrival of Com-
munism and its promised utopia, Russians have abandoned
the revolutionary fervor of the twenties in search of a more
“bourgeois” standard of living. Lacking access to quality
consumer goods — taken for granted in West — the aver-
age citizen has become adept at finding ways to procure
such things as stereos, books, clothes and apartments. For
instance, Leningraders have ready access to a large assort-
ment of top quality Western goods brought in by the Fin-
nish tourists who tumble into the city by the thousands for
weekends of drunken revelry. Lured by relatively inexpen-
sive hotel prices and cheap vodka, the Finns openly sell
clothing and other goods as the Soviet police turn a blind
eye.

Basic black market

Perhaps the most interesting facet of the black market
— aside from the fact that literally everyone is playing — is
that it is considered as a way of life. Often referred to as the
“second economy,” the black market permeates nearly
every aspect of life. Whenever I was with Russians, sooner
or later the topic of apartments came up. For those lucky
enough to already have an apartment, it was question of
upgrading from four rooms to six. For young people it is a
question of escaping run-down dormitories or over-
crowded communal apartments. On any Saturday or Sun-
day it is possible to watch and speak with Russians who
congregate at Lion’s Bridge near Leningrad’s Kirov the-
atre, attempting to rent illegal apartments, flats, or even a

single room. The housing shortage in Leningrad and-

Moscow is ackute, and people without money or connec-
tions might easily wait ten years for an official apartment

provided by the state. Despite massive building projects
and the controlled movement of people into the major
cities, there never seems to be enough housing.

Despite the lack of nearly everything we take for
granted in the West, Russians remain patiently optimistic.
Thereis a common belief, an innate Russian characteristic,
that no matter how bad things are today, life somehow will
be better tomorrow. Today, for most Russians, that
brighter tomorrow is again a question mark as the untried
Konstantin Chernenko moves to fill the power vacuum
created by the deaths of Leonid Brezhnev and Yuri
Andropov.

September and October are quiet months at
Leningrad State University. Missing are the coffee shops
where students congregate to gossip over numerous cups of
thick black coffee. Also conspicuously absent are the habit-
ual lineups of students who queue for virtually everything.
During the early autumn the students are out in the fields;
to remind budding individualists of their socialist roots, the
state absorbs the manual skills of thousands of student
“yolunteers” in the laborious task of harvesting the cab-
bage crops which surround Leningrad.

As November descends on Leningrad, the weather
turns cold and damp with endless days of cloud. As if to
stave off the thought of winter, the city begins to sprout
millions of red flags, a final preparation for the demonstra-
tions which will mark the anniversary of the Great October
Revolution. With the conclusion of this most sacred of
political holidays life assumes a new rhythm. Russians,
seemingly oblivious to the bone-chilling winds from the
gulf and the shortening daylight hours, disappear into their
great coats, fur hats and daily routines. Events taking place
in that winter of 1982-83, however, would jar Russians from
their traditional hibernation.

Succession up close

On the morning of November 11, 1982, twenty-four
hours after the fact, Leningrad radio somberly announced
the death of Leonid Ilyich Brezhnev. As the news spread
through the city, thousands of workers deftly began the

John Battle spent the 1982-83 academic year doing
research at the history faculty of Leningrad State
University, as part of an on-goin