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Crisis in the Diplomatic Corps?

Canada’s foreign service is at a watershed. Although diplomats are accustomed
to crisis, prospects at the onset of the 1990s are gloomy. From a tradition of excellence
resulting in near-universal esteem, the Department of External Affairs seems in recent
yearsto have gone astray; its influence in government circles is minimal and its work
often is dismissed as irrelevant. Progressive reforms are required immediately.

Especially for those at the operational level, the prospects for advancement by For-
eign Service Officers {FSOs) have never been worse. More profoundly, there is a
widely-held conviction that the quality of professional life in the department has de-
teriorated sharply. Process seems to have triumphed over substance, the administra-
tive load is unbearable for many, motivation has plunged and morale is abysmal. The
Department is under siege from the outside and consumed by ferment within.

The 1983 report of the McDougall Royal Commission on Conditions of Foreign
Service broached some of these issues but did not get to the heart of the matter. To -
be sure, many of the current problems are rooted in structural and demographic fac-
torswhich are endemic throughout the public service. Others, ironically have grown
outof wellintended remedial prescriptions such as employment equity and affirma-
tive action. The essence of the contemporary miasma, however, is directly attributa-
ble to characteristics unique to the Foreign Service.

Notwithstanding a growing number of exceptions, most FSOs began their careers
atthe developmentlevel, the bottom of the public service hierarchy. For those who
gave up employment elsewhere, including with other federal departments and
agencies, that often involved considerable personal sacrifice, but the algument was
that this initiation, however unpleasant, was “the wayin.” In many cases, hardship
was ensured as living standards fell in lock step with reduced salaries and diminished
responsibilities. .

The past few years, however, have seen more new officers added to the staff
through integration, initially with Commerce Officers from the then Department of
Industry, Trade and Commerce, lateral entries directly into the senior working level,
and patronage appointments.

A proposal to transfer 300 employees from the Canadian International Develop-
ment Agency into the Service as part of the government s Official Development As-
sistance decentralization efforts is suspended for the time being. All of this has caused
many FSOs to reconsider the wisdom of having accepted entry-level appointments,
espedcially those who have credentials and relevant experience that some of their
new “‘superiors’’ may lack.
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Crisis . ..

Professlional Standards Paramount

Creation of a fully-staffed cadre of ODA specialists isimportant but a simple paper
exercise would notbe the answer to creating an.expanded Foreign Service. Along-
term solution could consist of improved personnel planning, more recruitment, more
flexible staffing from existing resources and.accelerated promotion from within the
qualified ranks. Compromise will be necessary but this should not prejudicethe in-
terests of existing FSOs. Professional standards must be upheld personal suitability
and broad background knowledge are essential diplomatic prerequisites.

Good FSOs still advance through the ranks but this.is often despite rather than be-
cause of the career apparatus. At issue are the integrity, credibility and legitimacy of
promotions, appraisals and assignments, all subjective, top-down processes. That
supervisors have inordinate influence over the career prospects of those they evalu-
ateinvites favouritism. Formulaic appraisal of FSOs’ abilities is time-consuming, per
sonally corosive and gives promotion boards exceptional discretion.

A comprehensive muitiple-choice appraisal is a promising option. Also, the promo-
tional process should be retooled to focus more on the professional needs of career
FSOs. Annual evaluation of current year appraisals, for example, would yield scores
the cumulative totalof whichover a given number of years would form thebasis of
promotion decisions. The savings in time alone would be significant.

Appraisal and promotion are largely dependent on assignment. A chosen few get
what they want asthe rest bargain for whatisleft. Sustained consularwork, themost
sensitive and high-profile activity. is the kiss of death in career terms while economic
and political reporting are regarded with esteem without reference to originality or
relevance. If promotion of deserving FSOsisimpracticable because of budget cuts,
perhaps self-funded leave and sabbaticals, secondments and job exchanges could
enrich careers.

... continued from'page 49

Some Possible Solutions

Rehabilitation of the Service also requires restructuring. Conversion several years
agoof all senior FSOs into one public service category co-opted senior management.
Implemented to meet an organizational planner’s dream of a better job dlassification
system, it drove a wedge between workingilevel professionals and their supervisors.

Two discrete career tracks should be re-established. One would include all FSOs
who choose, upon eligibility, to develop specialized expertise. Others who choose
management would be free to pursue opportunities more suited to that. The former
could be the answer for those with little interest, or ability, in management but who
are capable of senior service capacity and deserving of recognition.

This division must be undertaken with fundamental organizational reform. Exter-
nal Affairs is flush with middle and senior management but thinly endowed atthe
working level. The Department resembles an inverted pyramid, an inefficient alio-
cation, it invites criticism, and if corrective action is not initiated internally, it might
come from the Treasury Board after further review by the Auditor-General. Delayer-
ing and streamlining the decision making process are essential to a more effective
Department with fewer managers but better management.

Events are transforming the international environment and, asthe world changes,
so must the Foreign Service. Canada’s international performance in recent years
often has been perceived as insipid or derivative. Possessed of a distinctive blend of
political, economic and linguistic pluralism, multicultural tolerance and a commit-
mentto social justice, this countryhas something tangibleto offer. But the opportu-
nity will be lost if we are unable to overhaul the institution through which the exam-
ple might be promoted. ‘

Rich in ability and experience, the Department of External Affairs is capable of
prevailingover current adversities. It needs desperately to reach outto 't.he commu-
nityitserves at home and abroad. Diplomacy is, after all, @ *hands-on profession.
In the spirit of renewal and dedication to the pursuit of Canadian interests, the For

eign Service prospect can and must be restored.
Daryl Copeland Is a career FSO who currently does Intelllgence analysis.
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SIGNPOSTS

TORONTO — In arare venturefor a for-
eigndiplomat, the Netherlands’ Ambas-
sador to Canada, Jan Breman, has
offered a cautious view of the constitu-
tional crisis over the Meech Lake Accord.
“A small flag of waming’* is how he
Characterized his comment during a
speech to the Canada Netherlands
Chamber of Commerce. *’As someone
who has lived more than 4 1/2 years in

Canadian suppliers of goods and serv-
icesup to 90% protection against loss.
The $20 million package is a revolving
credit facility and since sales in any one
year could exceed that amount, addi-
tional export credits will be extended as
earlier sales are paid for. The facility pro-
vides supportfor transactions involving
paymentwithin 180days or less and the
protection is limited to transactions in
i payment is made by irrevocable
nentary credits issued by Polish
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acceptable to the Export Develop-
Zorp.

AWA — The federal government
Ist concluded InvestTech ‘90, a
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keepthe nuclear option open.” Ontario
Hydro, which has one of the largest
nuclear generating bases in North
America, is increasing its contribution to
AECL R&D by approximately $30 million
a year. Quebec and New Brunswick,
the only other provinces with power
reactors, will provide an additional $3
million and S1 million, respectively, in
each year. Ottawa’s commitment is
$31L.5millionayear. AECL will continue
to explore export potential, but Mr. Epp
says “‘the priority ... will be to serve
domestic needs”’, including the feasibil-
ity of other provinces using a smaller
reactor AECL is developing to compete
with coal-fired generation stationsin the
450-megawatt range.

/ARSAW — A new short-term export
creditinsurance facility for Poland affords

f series of meetings at which offi-
rom Canadian missions abroad
ed for the private sector “the
ts of attracting technology andin-
entfromother countries.” Interna-
[Trade Minister John Crosbie says
Ising global competitionis forcing
ess everywhere to look beyond
anal national boundaries.

ANA — Louise Frechette, Assis-
" Jeputy Minister of External Affairs
| American and Caribbean), said
3 an official visit that Canada is
lig dialogue with Cuba on bilateral
wltilateral issues as part of an effort
1aden links with the region as a
2 “"We've always had good rela-
With Cuba and we propose toim-
them even more”’ she said before
‘wwan s liNg to Ottawa April 29.

OTTAWA — A mid-air collision over
West Germany between two Canadian
CF-18 fighters last month and the crash
of another off British Columbia brought
to five the number lost this year. They
were the 10th, 11th and 12th destroyed
since Canada began taking delivery of
the McDonnell Douglas fightersin 1982.
Of the losses in which cause has been
identified so far, all but one have been at-
tributed to pilot error; the exception was
a crash resulting from an engine fire. The
Department of National Defence im-
posed a brief moratorium on CF-I8
flights before permitting them again
with greater minimum airspeeds and
higher minimum altitudes.

X/ASHINGTON — Environment
Minister Lucien Bouchard, here for a

17-nation conference on global warm-
ing, wasted no time irgreacting to a sug-
gestion by President George Bush that
more research is needed. “‘The price of
inactionis too high to wait upon further
research”, Mr. Bouchard complained
only a few hours after Mr. Bush said a
better understanding of the basic
processes at work “was crucial.”” The
President was trying to explain why he
wants a 60% cut in the budget for
research on global climatic change. Mr.
Bouchard agreed more research is war-
ranted, but insisted also on remedial ac-
tion. “"We can, and we must, do both.”

OTTAWA — The Canadian Exporters’
Association says “the overvalued Cana-
dian dollar is proving disastrous for
Canadian exports.” A recent member-
ship survey indicated that 75% are ex-
periencing difficulty because of the ap-
preciation of the currency against most
others. The result hasbeen that 68% of
the companies who responded to the
survey have had to reduce prices, 29%
have foregone export opportunities and
29% havesourced exports from affiliates
elsewhere. “'Particularly disturbing isthe
factthat 23.2% ... reported that the high
Canadian dollar has materially affected
their strategy to take advantage of the
Canada-U.S. Free Trade Agreement.”
CEA President James Taylor says export-
ers are confused: “For three years, the
government and the Bank of Canada
has said high interest rates are needed to
combat inflation. Now exporters are told
high interest rates.are needed to support
the dollar. Exporters want and need a
lower dollar that reflects more closely its
‘real’ value, not the value setby interna-
tional speculators attracted by excessive-
ly high interest rates.”

TORONTO — Federal grants totalling
$1.6 million, the first under the govern-
ment’s "Going Global” trade promotion
effort, are central to the creation of a
programme for the study of Asian lan-
guages and business practices. The
funds are being divided between the
Joint Centre for Asia Pacific Studies and
the Ontario Centre for International Bus-
iness. The former brings together
researchers from the University of Toron-
to and York University while the latter is
a partnership of the business and law
facuities of the two aforementioned insti-
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TORONTO — In arare venture for a for-
eign diplomat, the Netherlands’ Ambas-
sador to Canada, Jan Breman, has
offered a cautious view of the constitu-
tional crisis over the Meech Lake Accord.
“A small flag of warning” is how he
characterized his comment during a
speech to the Canada Netherlands
Chamber of Commerce. “As someone
who has lived more than 4 1/2 years in
this beautiful country ... lwanttounder-
line and stress the concept of Canada,”
hesaid. “Whether we — Europeans —
investin Ontario, in British Columbia or
in Quebec, we are investingin Canada
... because we believe that the economic
strength of Canada is based on the co-
hesion of its provinces. The vital need for
cohesion, visible and in practice, is
manifestin Europe. Europeans would, in
consequence, not comprehend any
movement to the contrary in Canada”’

OTTAWA — A proposed *‘revitaliza-
tion” of Atomic Energy of Canada Ltd.
is central to a renewed federal com-
mitment to sustaining the nuclear en-
ergy option. There is a new federal-
provincial partnership to ensure ade-
quate funding and direction for con-

.tinued research and development over

the next seven years. ' This will confirm
... significant economic, energy and en-
vironmental benefits through the 1990s
and into the next century”, Energy
Minister Jake Epp says. “*Facing real con-
cerns about global climate change, this
government believes that itis essential to
keep the nuclear option open.” Ontario
Hydro, which has one of the largest
nuclear generating bases in North
America, is increasing its contribution to
AECL R&D by approximately $30 million
a year. Quebec and New Brunswick,
the only other provinces with power
reactors, will provide an additional $3
million and $1 million, respectively, in
each year. Ottawa’s commitment is
$31.5 million a year. AECL will continue
to explore export potential, but Mr. Epp
says “'the priority ... will be to serve
domestic needs”, including the feasibil-
ity of other provinces using a smaller
reactor AECL is developing to compete
with coal-fired generation stationsinthe
450-megawatt range.

WARSAW — A new short-term export
credit insurance facility for Poland affords

Canadian suppliers of goods and serv-
ices up to 90% protection against loss.
The $20 million package is a revolving
credit facility and since sales in any one
year could exceed that amount, addi-
tional export credits will be extended as
earlier sales are paid for. The facility pro-
vides support for transactions involving
payment within 180 days or less and the
protection is limited to transactions in
which payment is made by irrevocable
documentary credits issued by Polish
banks acceptableto the Export Develop-
ment Corp.

OTTAWA — The federal government
has just.concluded InvestTech ‘90, a
12-City series of meetings at which offi-
cials from Canadian missions abroad
outlined for the private sector “‘the
benefits of attracting technology and in-
vestmentfrom other countries.”” Interna-
tional Trade Minister John Crosbie says
increasing global competition is forcing
business everywhere to look beyond
traditional national boundaries.

HAVANA — Louise Frechette, Assis-
tant Deputy Minister of External Affairs
(Latin American and Caribbean), said
during an official visit that Canada is
seeking dialogue with Cuba on bilateral
and multilateral issues as part of an effort
to broaden links with the region as a
whole. “"We've always had good rela-
tions with Cuba and we propose to im-
prove them even more”, she said before
returning to Ottawa April 29.

OTTAWA — A mid-air collision over
West Germany betwveen two Canadian
CF-18 fighters last month and the crash
of another off British Columbia brought
to five the number lost this year. They
were the 10th, 11th and 12th destroyed
since Canada began taking delivery of
the McDonnell Douglasfightersin 1982.
Of the losses in which cause has been
identified so far, all but one have been at-
tributed to pilot error; the exception was
acrashresulting from anenginefire. The
Department of National Defence im-
posed a brief moratorium on CF-18
flights before permitting them again
with greater minimum airspeeds and
higher minimum altitudes.

WASHINGTON — Environment
Minister Lucien Bouchard, here for a

17-nation conference on global warm-
ing, wasted notime in reacting to a sug-
gestion by President George Bush that
more research is needed. “'The price of
inaction is too high to wait upon further
research”, Mr. Bouchard complained
only a few hours after Mr. Bush said a
better understanding of the basic
processes at work “‘was crucial”” The
President was trying to explain why he
wants a 60% cut in the budget for
research on global climatic change. Mr.
Bouchard agreed more research is war-
ranted, butinsisted also on remedial ac-
tion. *"We can, and we must, do both.”’

OTTAWA — The Canadian Exporters
Association says “'the over-valued Cana-
dian dollar is proving disastrous for
Canadian exports.” A recent member-
ship survey indicated that 75% are ex-
periencing difficulty because of the ap-
preciation of the currency against most
others. The result hasbeen that 68 % of
the companies who responded to the
survey have had to reduce prices, 29%
have foregone export opportunities and
29% have sourced exports from affiliates
elsewhere. ““Particularly disturbing is the
factthat 23.2% ... reportedthatthe high
Canadian dollar has materially affected
their strategy to take advantage of the
Canada-US. Free Trade Agreement.”
CEA President James Taylor says export-
ers are confused: "‘For three years, the
government and the Bank of Canada
has said high interest rates are neededto
combatinflation. Now exporters are told
highinterest rates are needed to support
the dollar. Exporters want and need a
lower dollar that reflects more closely its
‘real’ value, not the value set by interna-
tional speculators attracted by excessive-
ly high interest rates.”

TORONTO — Federal grants totalling
$1.6 million, the first under the govern-
ment’s “Going Global” trade promotion
effort, are central to the creation of a
programme for the study of Asian lan-
guages and business practices. The
funds are being divided between the
Joint Centre for Asia Pacific Studies and
the Ontario Centre for International Bus-
iness. The former brings together
researchers from the University of Toron-
to and York University while the latter is
a partnership of the business and law
faculties of the two aforementioned insti-



tutions aswell as Wilfrid Laurier Univer-
sity. The goal is to familiarize Canadians
withthe business, legal. political and cul-
tural dimensions of operating in Asia Pa-
cific countries. The initial focus is basic
language training and acquaintingthe
mainly private sector participants with
the practicalities of doing business inthe
region. Ottawa’s contribution comprises
an endowment of $800,000 plus
$800,000 in operating grants spread
over five years. An additional $3.2 mil-
lionin private, provincial and university
fundingis expected.

OTTAWA — The recent bankruptcy of
one of the country’s most innovative
high-technology companies, Leigh In-
struments Limited of suburban Kanata,
has annoyed Supply and Services
Minister Paul Dick, whose department is
the purchasing arm of the federal
government. Unsecured creditors are
owed more than $100 million now that
the Ottawa-area company has col-
lapsed due to huge cost overrunson a
number of defence projects and the af-
termath of a foreign takeover that wiped
out healthy cash reserves and saddled it
with crippling debt. Leigh had approxi-
mately $19 million in cash reserves when
it was taken over by Plessey Company
PLC of Britain, butthe new owner took
the reserve-fund and substituted a bank
line of credit. Plessey subsequently was
taken over by General Electric Company
PLC of Britain and Siemens AG of West
Germany and it appears that this nulli-
fied Plessey’s commitmentsto the feder
al government to secure regulatory ap-
proval for the Leigh takeover. Mr. Dick
wants to determine whether GEC and
Siemens are legally bound by those com-
mitments. 'l am extremely disappointed
that Leigh's new owners ... didn’t, in my
view, have the decency to provide the
managerial, technical and financial as-
sistance Leigh needs,”” he says. “'They
have failed to show any regard for their
obligations to their employees in Cana-
da and the communities in which they
live.”

Y ELLOWKNIFE — Ministers from the
Arctic countries plan a meeting in Fin-
land in 1991 to discuss ways of protect-
ing the region’s fragile environment. This
is the main recommendation of officials
from Canada. the Soviet Union, the
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United States, Finland, Sweden, Nor-
way, Denmark and Iceland after a six-
day meeting. *"Canada puts a very high
priority on environmental protection in
the Arctic and on developing closer rela-
tions withour circumpolar neighbours™,
External Affairs Minister Joe Clark ex-
plains. The officials have laid the founda-
tion for a comprehensive strategy the
ministers plan to discuss when they
meet on a date yet to be determined.
Canada’s main contribution to the re-
gime is a proposed agreement that
would commit polar nations to preserve
plant and animal life. Welcomed by the
other participants, the proposal was bol-
stered by the newly-published results of
a comprehensive study of the threat
posed by organic contaminants to the
Arctic food chain. ""We are determined
toresolve this andother environmental
problems through an overall circumpolar
strategy that combines environmental
responsibility with sustained economic
growth for the Arctic and its peoples,”
Mr. Clark says.

OTTAWA — The Paris Club: An inside
view is a comprehensive look at the fo-
rum that reschedules credits issued,
guaranteed or insured by creditor
governments. Commissioned by the
North-South Institute, it was carried out
by David Sevigny, current an adviser to
the Canadian Executive Director at the
World Bank. Among other things, it
takes readers through a hypothetical
debt rescheduling exercise. Official
bilateral loans currently account for
some $270 billion (US.} of a total of $1.3
trillion of Third World debt. The study
costs $12 from the institute at Suite 200,
55 Murray Street, Ottawa, Ontario KIN
5M3.

CALGARY — Agreementsthat willini-
tiate a $9 million petroleum sector as-
sistance program in Senegal and The
Gambia have been signed by Petro-
Canada International Assistance Corpa-
tion The federal agency, a subsidiary of
the Crown petroleum corporation, is
contracting with a Canadian supplier to
conduct an onshore seismic survey in
the two countries and the project, with
an initial budget of $7 million, has just
gotunder way. The remaining $ 2 million
is for the provision of technical person-
nel, consultants and coentractors for a
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variety of onshore activities and training
for personnel from Petrosen, the Senega-
lese national oil company, and the Gam-
bian Ministry of Economic Planning and
Industrial Development.

OTTAWA — In the aftermath of his
latest meeting with American President
George Bush, Prime Minister Mulroney
has been sounding confident that
negotiations on an Acid Rain Accord
with the United States might begin
within the next few months. However,
much of this tentative agenda depends
on the progress of Mr. Bush’s Clean Air
Act Re-authorization bill through
Congress.

KANANASKIS — The defence min-
isters from the North Atlantic Treaty Or-
ganization countries, meeting in this
southwestern Alberta resort community,
have agreed to maintain a mixed inven-
tory of nuclear and conventional
weapons in their European inventory.
The decision was criticized by, among
others, the foreign affairs critic for the
New Democratic Party, Manitoba MP
Bill Blaikie, who says Canada should
urge-its NATO allies to scrap all nuclear
weapons in Europe. National Defence
Minister Bill McKnight's rejoinder was
that it is impossible to “‘dis-invent”
nuclear technology. “As the deterrent of
a defensive alliance, we have to main-
tain the mix that has been successful in
maintaining peace in Europe for 45
years,” Mr. McKnight said.

OTTAWA — Recent revelations that
Canadian immigration officials have
resorted to sedating potentially violent
deportees have drawn a barrage of con-
demnation from human rights groups
and the medical profession, but the
govermnment defends the limited practice
as absolutely necessary. Employment and
Immigration Minister Barbara McDougall
confirmed the policy, saying that it had
“gone onfor years” and was done only in
extreme cases. "A medical attendant trav-
els with the person and they‘re met by a
medical person atthe other end,” shetold
reporters. “Under the terms of allour inter
national agreements having to do with
airlines, we have /ta/make sure that peo-
ple’s behaviour-dn an aircraft is appropri-
ate and that there’s no danger to other
passengers.”

INSIGHT

Australia Takes a Sobering Look at Canada’s Crisis

EDITOR'SNOTE: The inference to be drawn from International Perspectives’ sub-title, Canada and
theworld, is that the perspective is outward-looking. Not necessarily. Considerable foreign attention
has been focused on Canada’s current constitutional crisis, the centrepiece of which is the 1987 Meech
Lake Accord — named for the Quebec refuge where it was negotiated — that must be ratified by Ot-
tawa and the provinces by its third anniversary on June 23. Because of the continued.uncertainty, the
federal government is faced with reassuring the international investment community about Canada’s
economic stability. Finance Minister Mic hael Wilson, for example, went to New York earlier this month
with a firm prediction that the Accord wouldbe ratified. *'Investors are naturally concerned”’, he ac-
knowledged to his WallStreet audience, addingthat previous constitutional differences had been settled
eventually. ““While there are challengingissues still to be resolved, 1 believe that the Meech Lake Accord
willberatified.” in Ottawa, meanwhile, Prime Minister Mulroney said that all of the provincial premiers
were beginning to realize that the Accord could not be permitted to die. “Clearly people are starting to
understand the genuine significance of what would happen to the country andtheyre beginning to
actaccordingly”, he said. Against this backdrop, the Australian Department of Foreign Affairs and Trade
— ina publication backgrounder that doesnot necessarily.reflect the final govemment position — looks
atthe " Canadian Constitutional Impasse.” Followingis that report with minimal editing for style:

In 1982, Quebec, alone of the 10
provinces in the Canadian federation,
chose not to approve the constitution
repatriated from the United Kingdom.
Among other effects, this has prevented
the province since then from playing any
formal part in moves to amend the
constitution.

The MeechlLake Accord . .. sets outto
recognize Quebec’s cultural uniqueness
by formally recognizing Quebec’s status
asa“‘distinct society”” within Canadain
exchange for Quebec’s approval of the
Constitution. . . . Two provinces, Manito-
ba and New Brunswick, have so far
declined to ratify the Accord, demand-
ingamendments as a condition of their
approval. A third, Newfoundland, has
announced, following a change of
government, that it intends to rescind
the earlier approval of its legislature.

The Accord has become amajor polit-
ical preoccupation in Canada, highlight-
ingthe country’s linguistic-cultural dual-
ity. The controversy over the “distinct so-
ciety” clause has led to a resurgence in
the rhetoric of Quebec separatism.

Last month the New Brunswick Pre-
mier, Frank McKenna, with the support
of the federal government, proposed a
companion resolution to the Meech
Lake Accord setting out the concerns of
the provinces. . . . Initial reactions to the
proposalfromother provinces have not
been encouraging, despite the efforts of
the Prime Minister, Brian Mulroney, to
promote the initiative in a televised ad-
dress to the nation on March 22.

The McKenna initiative is the only one
currently onthe books offering any pos-
sibility of movemnent on the constitution-
alimpasse and the likelihood of success

is quickly evaporating. There are a num-
ber of impedimentsto an early resolution
of the dispute:

¢ The Mulroney government’s total
identification with the Accord reducesiits
capacity to pursue a more conciliatory
stance in its handling of the issue.

* Quebecislockedin by itsown rhetor
ic to a position of unequivocal support
forthe Accord. Any possible willingness
by the Quebec government to contern-
plate amendment toMeech Lake would
be seen in Quebec as a signof weakness
and perhaps be more damaging politi-
cally than to allow the Accord to fail.

® In Manitoba, anti-Quebec and anti-
federal government feelings serve to
reinforce the Manitoba government’s
opposition to the Accord.

¢ Newfoundland has strengthened its
oppositiontathe Accord with a.motion
passed by the provincial legislature on
April 6 rescinding the province's signa-
ture of the Accord by the previous New-
foundland government.

® Alack of public support for the Accord
is evidenced in recent national opinion
polisthat show Meech Lake has the sup-
portof only 24 % of Canadians.

The first obvious result of this impasse
isthe increasingly divisive:public debate.
... InEnglish-speaking Canada, the Ac-
cord is seen to symbolize unreasonable
demandsby a Francophone communi-
ty unconcerned by considerations of na-
tional unity. Francophones, on the other
hand, feel that opposition to the Accord
symbolizes their rejection by English
Canada.

The Meech Lake debate has also
opened up new arguments about the
nature of the Canadian federation. Ratifi-

cation of Meech Lake would substantial-
ly augment the powers of the provinces
vis-a-vis the federal government. For ex-
ample, it would give the provinces a say
in the federal government appointments
to the Senate and the Supreme Court,
although the final decision remains with
the federal government.

The Accord also gives the province the
right to federal government compensa-
tion where provinces choose not to par-
ticipate in national shared-cost
programmes such.as health care, provid-
ed that the province concerned carries
on a programme that is compatible with
national objectives.

Some observers have argued that ap-
proval of the Accord is a greater long-
term threat to Canadian unity than its
possible demise. Former Prime Minister
Pierre Trudeau, for example, maintains
that what Canadaneedsis a strong cen-
tral government to hold the federation
together. According to Mr. Trudeau, itis
one’s rights as a individual citizen that
count, not one’s communal rights as a
French- orEnglish-Canadian.

The McKenna proposals, on which
the federal government has pinned its
hopes for a compromise, appear unlikely
to provide a resolution of the dispute be-
fore the 23 June deadline. Itis becoming
clear that the governmentin Ottawa will
very soon have to face the choice of
whether to persist with efforts to ratify
Meech Lake or seek to. minimize the polit-
ical fallout from the Accord’s failure.

While some press reports have been
overly alarmist in foreshadowing the
demise of the Canadian federation, itis
important to see the Meech Lake saga
against an historical background of more
than 200 years of adjustments in the ac-
commodation between the two prin-
cipal linguistic communities in Canada.
While differences will persist, the cen-
tripetal forces behind the country
together also remain and need to be

taken into account in any discussion of
Canada’s national unity.
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The IMF and IADB: instilling Needed Confidence

Inthe current climate of fiscal restraint
in the major industrialized nations —
theirleaders are scheduled to meet July
9-11 in Houston for the 1990 Economic
Summit — there are questions about the
ability to sustain their commitment to
muiltilateral lending. The International
Monetary Fund ({IMF), the World Bank
and others are under close scrutiny to
ensure funds are used efficiently and
with probity.

At their latest meeting, the
22-member IMF Interim Committee,
chaired by Canadian Finance Minister
Michael Wilson, announced plans to in-
crease its resources by 50%, to $180 bil-
lion {US.) by the end of 1991. This initia-
tive of the seven Summit nations was
struck on the eve of the Committee
meeting. There were concessions at
both ends of the spectrum as rich and
poor countries agreed to an arrange-
ment that would address the needs of
the Third World as well as Eastern Eu-
rope. Although subject to ratification by
the governments of the 152 IMF mem-
ber states and to a US. insistence on
tighter scrutiny of delinquent nations,
the new lending cap is expected to go
into effect.

Cambodia, CostaRica, Guyana, Hon-
duras, Panama, Peru, Sierra Leone,
Somalia, Sudan, Vietnam and Zambia
are in arrears on IMF repayments. The
Committee authorizedthe sale of three
million ounces of gold, equal to the
delinquents’ outstanding debt, to cover
the arrears. Failure to show goodfaith.on
their commitments could cost delin-
quents their voting status, but the Com-
mittee is prepared to be flexible.
However, as Mr. Wilson putit at the con-
clusion of the meeting in Washington,
"each country has had to put a little
waterinits wine.”

The atmosphere was much the same
at the recent 31st annual meeting of the
Inter-American Development Bank
(IADB). Victim of afundamental struggle
between its biggest lender, the US., and
its Latin American beneficiaries, the
IADB is struggling to remain relevant.
Canada is effectively caughtin the mid-
dle, a situation aggravated by the deci-
sionto upgrade to full membership from
observer in the Organization of Ameri-
can States. Central and South America

obviously expect more from Canada but
there is that overwhelming US. presence
to consider.

*‘Sobering Dally Reality"’

Prime Minister Mulroney walked a
fineline in his speechto the IADB meet-
ing. "'The problem of human expecta-
tions constitutes the single most daunt-
ing challenge facing many countries,”
he said. “"Latin America in particular is
confromting that sobering reality daily. It
was very severely hit by the economic
crisis of the 1980s. A dramatic drop in
standards of living threatened the very
fibre of saciety, and the explosion of the
debt-crisis revealed deeper problems....
There are no easy answers to these
structural problems and there is-no viable
alternative to the adoption of vigaurous
and coherent market-based problems by
the affected countries. But the interna-
tional community can and must assist to

<the fullest extent possible.”

Mr. Mulroney was *‘encouraged” by
the positive steps taken by many Latin
American and Caribbean countries to
address their problems and reiterated
Canada’s "'unequivocal” commitment.
He underscored-the need for each coun-
try “to keep its own economic house in
order” and said the IADB ""must con-
tinue to ensure that the majority of its dis-
bursements go to benefit the less
privileged.”

Last year, the IADB received a $26.5
billion (US.) infusion of new capital that
boosted itstotal to $61 billion. Fromthat,
total lending amountedto only $ 2.6 bil-
lion, which, although a considerableim-
provement on $1.6 billion in 1988, still
trailed the $3.4 billion lentin 1984. The
target this year is $3.6 billion but much
dependsonthe IADB’s ability to marshal
its own resources. "' This institution can-
not afford inertia,”” External Affairs
Minister Joe Clark told the representa-
tives from the 43 other IADB:countries.
“We must not drift. The need for mul-
tilateral organizations which work has
never been greater in this hemisphere.”’

There is, then, a consensus that now
is definitely not a good time for retrench-
ment, that the undeveloped and de-
veloping countries are more than everin
need of encouragement and support.
As Mr. Clark pointsout, in helping other
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countries that are too poor to buy Canadi-
an goods and services, Canada is in the
long run, only helping itself because of the
goodwill generated. But this does notim-
ply — nor should it — that the industrial
countries have bottomless pockets.

Is Smaller More
Beautiful?

A clear majority of Canadians
apparently favour a reduced for-
eign aid budget but, in favouring
more- support for small agencies
and NGO:s, they evidently dis- -
agree with the federal govern-
ment’s ongoing commitment to
the IMF and larger projects. The
latter.is suggested in theresults.of a
national public opinion poll com-
missioned by Probe International.
Conducted by Thompson Light-

' stone pollisters, it had 2,002
respondents, a sample considered
accurateto within 2.2 per cent 19
times out of 20. Citing an earlier
pollshowingthat 69 % of Canadi-
ans want overall aid cuts, Thomp-
son Lightstone listed four options
and asked its respondents specifi=-
cally where cuts should occur.
Although there were slight varia-
tions according to province, com-
munity size and level of education,
the pational sample ‘was fairly
representative. Some 53% said
support should be cutfor corpora-
tions that specialize in large
projects while 49% proposed
them for international monetary
institutions such as the IMF. Asfor
smaller agencies such as the Inter-
national Development Research
Centre andOxfam, the respective
‘proportions favouring reduced
spending were 34% and 25%.
{Totals do-not add because respon-
dents were permitted to specify
more than one option. Details are
available from Probe International,
225 Brunswick Ave., Toronto, Ont.
M5S 2M6; tel. {416) 978-7014; Fax
(416) 978-3824.)

REGIONS

Angola: A Long-Standing Canadian Commitment

It has been 15 years since Angola
declared independence from Portugal
after a protracted guerrilla war. A large,
resource-rich nation, its long-term de-
velopmentis thwartedby the severe so-
cial and economic dislocations brought
about by the war. There has been alarm-
ing deterioration. Transportation re-
mains severely disrupted and close to
10% of the population has been uproot-
ed and left dependent on.government.
An estimated 70% have no access to
health services and the child mortality
rate is.among the highestin the world.

A Canadian mission of Non-
Government Organizations (NGOs)
recommended stronger ties, including
bilateral aid. Although Canada has
maintained good relations with Angola,
our presence is confined largely to mis-
sionaries, business, two Canadian Inter-
national Development Agency (CIDA)
co-operants and a Canadian NGO co-
ordinator. Channelled initially through
NGOs, government assistance from
Canada has been handled through in-
ternational relief organizations since in-
dependence. Direct bilateral assistance
was started in 1980 but Ottawa is not
currently considering expandedibilateral
aid, preferringto rely onthe $6.8-million
Partnership Africa Canada fund ad-
ministered by an NGO consortium. Cur-
rent activities include ongoing and
emergency food aid (budgeted respec-

tively at $4 million and $2.83 million in

1989-90), the Canada Fund for Local In-
itiatives (budgeted at $50,000 annually)
and distribution of approximately three
million pamphlets on Acquired Immune
Deficiency Syndrome (budgeted at
$75,000).

Within the Southern.African De-
velopment Co-ordination Conference
(SADCC)}, CIDA is.contributing a $4.9
million Energy Technical Services
Programme. It involved technical as-
sistance to the Luanda-based Energy
Sector Technical and Administration
Unit, responsible for co-ordinating and
developing regional efforts. Aswell, con-
sultants are conducting feasibility and
design studies in six sub-sectors: power
generation, energy conservation,
biomass, fossil fuel, energy policy,
and new and renewabie energy. Pilot
wind and solar power projects are

being assessed.

Atotal of $4.7 million is going for the
Industrial Energy Conservation Pilot
Project through which auditors are
evaluating energy use in selected
SADCC firms. They also wiill propose
and demonstrate waysin which compa-
nies can conserve energy and improve
economic efficiency. CIDA underwrites
SADCC Energy Magazine and there are
international projects aimed at improv-
ing agroforestry, sorghum, millet and
bean production.

Through the Partnership Canada-
Africa (PAC) fund, CIDA’s Africa 2000
programme is contributing $563,000to
an Inter Pares community development
programme-designed to assist displaced
persons in the Luanda shantytowns.
PAC has approved a $6.8 million contri-
bution to a consortium of some 20
Canadian.NGQOs under the umbrella of
the Canadian Council for International
Co-operation. Rounded outby $2.2 mil-
lion from the NGOs themselves, this pro-
vides a $9 million fund for integrated
rural development and health projects,
the main focus being in Luanda and
Uiga provinces.

The activities of NGOs in Angola are
supported directly by CIDA’s Special
Programmes Branch. These activities
comprise a range of small-scale initia-
tives, including a Canadian Red Cross
Society programme of primary heaith
care, Hope international Development
Agency’s water resource development
for displaced persons, and Inter Pares
projects involving rural technology, sani-
tation and training of local NGOs. Ox-
fam Canada is workingon an agricultur-
altraining centre and total CIDA support

.for these sundry ventures amounts to

roughly $300,000. in addition, CIDA
supports Canadian NGOs' initiatives in
providing food aid through the Canadi-
an Food Grains Bank.

Angola suffered not only from
drought but also from continued civil
conflict and destabilization within its
borders andin Namibia and itis believed
to have the largest refugee population in
Southern Africa. International organiza-
tions such asthe UN'sInternational Chil-
dren’s Emergency Fund (UNICEF) and
High Commission for Refugees
(UNHCR} as well as the International

Red Cross have worked in Angola since
independence to provide emergency
relief and reconstruction assistance.
Canadian NGOs such as Oxfam, Inter
Pares and the Canadian Council of
Churches also have provided relief.

Snapshot

The population is estimated at
8.8 million. Seaport capital of Lu-
anda is home to 1.4 million with
smaller concentrations in Huam-
bo, Lobito, Benguela, Lubango
and'Malanje. Some 53% of popu-
lation is aged 15-65 with 44 % un-
derand 3% over. Literacy is 20%.
Maie andfemale life expectancy in
41 and 44 years, respectively.

-while infant montality rate is 143
per 1,000 with one physician for
every 21,500 Angolans. A Marxist
republic headed by President Jose
Eduardo dos Santos since 1979, it |
retains Portugese astheofficial lan-
guage. The Ovimbunda at 38%
of the population are the largest
ethnic group followed by Kimbun-
du-at 23%, Bakongo at 13%, Mes-
tizo at 2% and Europeans and
others at 24%. Some 68% of the
country is Catholic, 20% are Pro-
testant and the rest have in-
digenous beliefs. Gross National
Product has stagnated at $5.4 bil-
lion {US) for several years with
37 % accounted for by agriculture,
12 % by industry and 51% by serv-
ices. The main natural resources

‘are crude oil, diamonds, iron ore,
phosphates, copper, feldspar,
gold, bauxite and uranium. The
main agricultural products are cas-
sava, maize, plantains, sweetpota-
toes, milk, millet, citrus fruits, be-
ans, potatoes, sugar, beef, palm oil
and coffee. Petroleum products,
mining, food processing, brewing,
automotive tires, textiles and con-
struction are the main industries.
Exportsinclude petroleum, natural
gas, coffee and diamonds; imports
include foodstuffs, textites,
machinery, tools, medical supplies
and chemicals.
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Bllateral Embarrassment: The lJC and The Great Lakes

It is 80 years since Elihu Root and James
Bryce, respectively the American Secretary
of State and Britain’'s Ambassador to
Washington at the time, signed a
burdensomely-named Treaty between
the United States and Great Britain relat-
ing to Boundary Waters, and Questions
Arising between the United States and
Canada. Functionally known as The
Boundary Waters Treaty, it gave rise to
the International Joint Commission (1JC),
a body generally hailed as an effective
mechanism for regulating and resolving
bilateral water problems. While the 1JC
. mandate stretches from Atantic to Pacific,
the Great Lakes have emerged as a prin-
cipal focus.

The Great Lakes Water Quality
Agreement of 1972, amended in 1978
and 1987, is the Canadian-American
framework for dealing with the world's
largest integrated freshwater resource. On
the 18th anniversary of the original ver-
sion, the IJC issued its Fifth Biennial
Report, in which it acknowiledges an ap-
parent improvement in understanding
and co-operation among jurisdictions. But
it also says govermments in.both countries
— federal, provincial, state, regional and
municipal - have tended to pay “particular
attention . . . to those environmental is-
sues which have been well defined and
manageabie.” The latter included the way
eutrephication in the Lakes has been
slowed down by reducing the discharge
of sewage-bome nutrients and chemicals
the general impact on wildiife has been
eased by strict limits on high-profile chem-
icals have reduced their impact on wildlife.

"“Many other programmes have
faltered”, the IJC laments. “Research funds
increasingly have been insufficient tomeet
Agreement requirements. The number of
personnel in research and enforcement
has been inadequate. Many of the Com-
mission’s recommendations and those of
its boards have gone umanswered....
What has been, and.continues to-belack-
ing, is a level of resource commitment con-
gruent with the admirable pledges each
nation took upon itself in signing” the
1972 Agreement. ‘

A Familiar Bell Tolls...

If this plaint sounds famiiiar, it should.
There has been a seemingly endiess string
of analyses. The most recent before the

IJC’s latestwas Great Lakes, Great Lega-
cy?, courtesy of the Ottawa-based Insti-
tute for Research on Public Policy {IRPP)
and the Conservation Foundation of
Chicago (CFC) last fall. Based on a two-
year study, it calls the Great Lakes Basin a
severe long-term heaith threat to the 35
million people who live in the region.
“"While progress has been made in cur-
tailing some contaminants, there are liter-
ally hundreds of toxic chemicals which are
notbeingtraced,” it says. “We live, inthe
main, in profound and dangerous ignor-
ance of what we have done, are doing
and will do. It says evidence confirming
the unhealthy environment and links to
human health hasbeen available since at
least the early 1960s. People around the
Lakes face high risks of cancer, birth
defects and "“subtle” forms of meurological
damage. “‘Both wildlife and humans are
at risk because of the accumulation.of tox-
ic substances in the food web.” It cites
dozens of wildlife studies that disclosed
“significantly more birth defects, tumors,
embryo abnormailities, enlarged livers and
inexorable wweight loss.* This prompts a
warning.that there may be repercussions
for human health “that have gone large-
ly undetected” in embryos, infants and
older children. *'The health effects ... may
include altered cognitive, motor and be-

‘havioral development. Preliminary studies

suggest that these subtie effects may be far
more significant among at-fisk popula-
tions than cancer and gross physical
defects.”

Industrial effluents in the watershed are
criticized, as is agricultural pesticide and fer-
tilizer runoff. However, many pollutants
are airborme, including acid rain consti-
tuents and 90 per cent of the polychiori-
nated biphenyis {(PCBs) found in Lake Su-
perior. “The 21stcentury is a short decade
away,’ the report concludes. "It will no
doubt bring its own set of problerns and if
we are tobe ready to meet them, we must
at the very least clear the decks of those
problems we have inherited and created.”

...Despite Attempts to Muffie it

The day before the IRPRCFC report was
made public, the Canadian government
announced a five-year programme it said
is designed to clean up and stabilize the
watershed and to study the effects of pol-
lution on human health. The $125 million
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budget pales in comparison with the
“tens of billions” the report says is needed.
Addressing society’s ability to pay for
such aheroic effort, the report points out
that the expenditure would occur over
“many years”* that the annual Gross Na-
tional Productof the regionis morethan
S1 trillion {U.S.).

The programme announced by
Canada is comprised of $55 million for
the cleanup of “’hot spots”, $50 million
for a preservation campaign and $20
million for health studies. “The heaith ef-
fects program clearly targets an area of
growing concern for governments and
the affected public, namely linkages be-
tween a contaminated ecosystem and
human health,”” Health Minister Perrin
Beatty said. Itis designedto acquire and
evaluate data on the impact of con-
taminants, including “‘extensive’ tissue
sampling and to promote public aware-
ness of the problems.

How "“aware” must Canada and the
US. be before “real” financial and.other
resources, including those in the legisla-
tive/regulatory sphere are committed
both sides of the longest undefended
border in the world. The enemy is al-
ready at both countries’ doorsteps. The
1JC says “sufficient levels of financial and
humantesources ... willbe an important
yardstick by which the Commission will
measure governmental performance in
the 1990s.” The IRPP and CFC are justifi-
ably less diplomatic in saying that ""ac-
tion taken so far has been so inadequate
astoindicate a dangerous dereliction of
duty on the part of responsible authori-
ties and to raise questions about
whether we can, even now, summon
the will and the leadership to act respon-
sibly before itistoo late.”

Copies of the Fifth Biennial
Report are available free from [JC
head offices at 100 Metcalfe St.,
18th Floor, Ottawa KIP 5M1, and
2001 §S St. N\W., 2nd Floor,
Washington, D.C. 20440. Copies
of Great Lakes, Great Legacy? are
available for $24.95 from the IRPP
Publications Office, 1226 Le Mar-
chandSt. Halifax, N.S. B3J 3Ké, tel.
toll-free 1 {800) 565-0659.
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ECONOMY

Combatting the $300-billion Drug Smuggling Empire

That narcotics and the international

traffic in them are of epidemic proportion

seems inarguable. The long-standing
distinction between producer and con-
sumer nations is becoming increasingly
blurred and there is a welcome move
toward a truly global meeting of minds
asto what todo about this huge under-
ground economy. W hereas the mostly
small-scale producers in the Third World
have been anobvioustarget for drugin-
terdiction efforts in the past, there is
growingacknowledgement, atlast, that
a better approach is to get at the huge
revenues the traffickers are faced with
laundering through financial institutions
and other legitimate business.

""There is no quick fix,”” National
Heaith and Welfare Minister Perrin Beat-
ty pointed out at the recent World
Ministerial Drugs Summit in London.

"W hile it may be politically attractive
to promise that we can wipe out the
problemin a specific period of time, such
claims. .. aredestined to end in frustra-
tion and disiliusionment, which may
cause our pubilics to give up believing
that anything reaily can be done. Only
problems which recognize that the
problem is both urgent and iong-term
and requires the sustained and substan-
tial commitment of both moral and-phys-
ical resources can succeed.”

Mr. Beatty and the representatives of
111 other countries at the conference
adopted unanimously a British draft
treaty, developed in consultation with
the United Nations, that would set in
motion an international campaign for
more co-operation on reducing supplies,
improved law enforcement, confiscation
of drug profits, publicity and education
designed to alert children to the dangers
of drugs, and a humane approach to

treatment andrehabilitation.of abusers.

Britain’s Secretary of State for Foreign
and Commonwealth Affairs, Douglas
Hurd, has suggested that the United Na-
tions could be doing more. In aspeechto
the UN General Assembly earlier this
year, he proposed ““asingle, unified body
... for decision-making across the full
range of issues.”” He lauded the Assem-
bly’s proposal for a group of experts who
are reviewing the structure of the three
existing UN-drug bodies and suggested
thatthey should be merged, butin such

away that the autonomy of the Interna-
tional Narcotics Control Board is not
compromised. ‘"We have no time for

_small quarreis over the boundaries be-

tween the responsibilities of different
bodies and we certainly have no
resources to waste on duplication.”

Task Force Report Noteworthy

The issue of money-laundering is ad-
dressed in detail in a newly-released
re port from a multinational task force set
up lastyear by the seven Economic Sum-
mit countries and the European Eco-
nomic Community (EEC). Minister of
State (Finance) Gilles Loiselle, in making
the report public in this country, notes
that “in most respects’’ Canada already
conforms with the 40 task force recom-
mendations. ‘‘However, like all coun-
tries, we can improve,” he concedes.
"We intend to do so.”

The government’s creationearlier this
year of an Advisory Committee on
Money Laundering is an indication of
Ottawa’s intent and, as a result of the
committee’s work, the government al-
ready has determined that broadly-
based legislation that would require
more detailed record-keeping by finan-
cialinstitutionsis crucial to the success of
any crackdown.

Akey proposalby the task force is that
“*financial institution secrecy laws
should be conceived so as nottoinhibit
implementation of the recommenda-
tions.”” It also says each country should
take whatever legislative or other meas-
ures are needed to criminalize money
laundering as setforth in the United Na-
tions’ 1988 Vienna Convention. While
it admits to being uncertain about the
figure, a UN estimate of global drug
trafficking proceeds was $300 billion
{U.S) in 1987 alone.

"*Some drugs generate huge profits for
the organizations controlling the traffic,
making money-laundering of large
amounts through complicated financial
channels, a necessity”, the task force
says. “‘Some others generate profits
mainly for the retailers, who mainly facili-
tate the laundering of these profits
through very simple financial operations
— for instance by bartering drugs for sto-
len goods and selling these goods for
cash.”

A Range of Canadlaninitiatives

Canadian initiatives include the
enactment last year of Bill C-61, a pack-
age of amendments to the Criminal
Code, the Food and Drugs Act and the
Narcotics Control Act. Those statutory
changes made money-laundering a
criminal offence and gave police with ju-
dicial warrants the right to search for and
seize property suspected of being the
proceeds of criminal activity. They also
provided for protection of informants.
Alsolast year, Canadasigned aninterna-
tional agreement calling for stricter cus-
tomer identification by banks, co-
operation with law enforcement agen-
cies and appropriate training within the
financial system. '

Ottawa also has set up a joint adviso-
ry committee with the private sector to
advise the government ornrhowtotackie
money laundering. Officials from the
departments of Finance, External Affairs,
Solicitor-General as well as the RCMP
andithe Superintendent of Financial In-
stitutions are involved along with senior
representatives of the finance, insurance
and investment sectors.

There is an interesting footnote to the
debate, courtesy of Donald Fullerton,
Chairman of the Canadian Imperial
Bank of Commerce. “We need to put
teeth into the codes of conductgovem-
ing our members,” he said at a recent
meeting in Florida, of members of the
Bankers" Association for Foreign Trade.
“And we need the courage to be ruth-
less with those whobreak the rules.”” In
other words, -disenfranchise any bank
that knowingly launders criminal profits.

But he rejected as naive any sugges-
tion that Canada require its.banks, as is
doneinthe US, tolog major cash trans-
actions. He said this would catch only
“amateur” launderers. The Canadian
Bankers’ Association has beenlobbying
strongly in Ottawa against any such re-
quirement. Mr. Fullerton said this sort of
regime could overburden thelegitimate
banking system and he called on the in-
dustry to step up its voluntary efforts to
identify, stop and report suspicious trans-
actions. “‘Otherwise,”” he warned,
“we’'ll find ourselves, by default, over-
legislated and over-regulated — dealing
with demands and requirements that
will cripple us with bureaucracy.”
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The Liberal Party and Foreign Policy: Part 3

EDITOR’S NOTE: On June 23rd in Calgary, the Liberal Party of Canada will elect a new leader and
possible Prime Minister. International Perspectives concludes its look at the foreign policy positions of
the leading contenders alphabetically by surname. Paul Martin received an early baptism in politics,
thankstohis father of the same name who spent 33 years in the House of Commens, including several
yearsinthe mid-1960s as Minister of External Affairs, and who went onto six years in the Senate before
a brief appointment as Canada’s High Commissioner to Britain. The son, however, carved out a career
in business, notably in the shipping sector, before running for a Quebec seatin the Commonsin 1968.

As the campaign wound on to its
denouement, Mr. Martin displayed a
strongly nationalistic bent as he fixed
primarily on domestic issues. Apart from
one particularly notable exception,
when he ventured into the political
minefield that is the Middle East, his
views of the rest of the world tended to
echo Liberal doctrine.

Atthe outset of his campaign,.during
which he often focused on the govern-
ment as opposed to his challengers, he
said the candidates had to come to.grips
with two principal questions.

Onewas the **profound.concern that
... allCanadians have’’ about the ability
of Prime Minister Mulroney’s administra-
tion todeal with global forces of change.
“They still operate as if we lived in the
1950s. This is a world where you go to
bed one night with the Berlin Wall
standing and when you wake upinithe
morning people are dancing on it. For
the Tories, the walls are still there.... it will
not be long before the same spirit of re-
form we have seen in Eastern Europe
sweeps through China, South Africa
and other parts of the world where the
goals of equality and human rights re-
main elusive.”

Onanothernote, Mr. Martin said that
the “instant nuclear Armageddon so
many of us feared as children has been
replaced by the fear of an even more in-
sidious and relentless threat to our
planet: the degradation of our
environment.”

Mr.Martin also said that if he became
Prime Minister, he would renegotiate the
Free Trade Agreement with the United
States. [Peter Murphy, the chief U.S.
negotiator onthe FTA, suggestedthatis
not such a goodidea. *"What happens if
you go back to the bargaining table and
the US. says ‘we want more’?"* Murphy
cautioned, citing growing American
protectionist sentiments. "One of our
problemsis that we will have to get that
dealthrough Congress.”) Mr. Martin also
called for, among other things, for more

restrictions on the ability of U.S. firms to
buy out Canadian companies as well as
entrenched protection for Canadian
agricultural price support programmes,

Highlights Environment

Another Martin cornerstone has been
the environment. **Canadians are more
aware than ever before of the environ-
mental plague that threatens to over-
whelm us,” he told an Alberta audience.
He promised a Liberal government
would evaluate the environmental im-
pact of all its policies. *'Some will ask
what will be the impact of policies such
as these on our international competi-
tiveness. | believe that by setting the
most stringent environmental policies in
the world we will be forced to invent
new technologies . . . which we can
then sell to a woridmarket which will be
playing catch-up with Canada.”

He urged creation of international in-
stitutions to address theissue. *‘The cur-
rent international judicial system does
nothavethe capacity or expertise to-deal
with environmental issues. We should
set up an international environmental
court that will adjudicate disputes.”
Hand in glove with this would be a Unit-
ed Nations-sponsored Environmental
Cleanup Task Force which would
"‘moveinimmediately to.contain any in-
ternational environmental problem.”
The necessary resources would come
from redirected military budgets.

In Halifax, he switched to economic
concerns andthe growing globalization
which he suggested present ““an historic
opportunity” for Canada. *'The coun-
tries of Eastern Europe are rapidly mov-
ing toward more open.economies with
closer ties to the West. The reduction in
military tensions will provide an oppor-
tunity to shift spending from weapons of
destruction to tools of growth. Canada
must be there to help these nations de-
velop their economies. We-must ensure
that the political revolution that has oc-
curred is reinforced by the economic
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revolution that will inevitably follow.
All of this presents an unprecedented
opportunity for Canada to restructure
its economy while helping the countries
of Eastern Europe reconstruct their
own.

Predicament Revisited

Asfar as the Middle East is concerned,
Mr. Martin involved himself in that de-
bate during.an address to a B'nai B'rith
audience in Montrealin-mid-March. His
proposal that Canada should offer
“moral and material” support to Soviet
Jews emigrating to Israel was, in itself,
fairly innocuous.. “We as Canadians
have a responsibility to help Israel handle
theinflux,” he said.

But he was asked about the emigres
potentially displacing Arabs and Pales-
tinians from the West Bank, the Gaza
Strip and East Jerusalem. Mr. Martin re-
plied that when refugee ships were
turned back early in World War Il, *'the
Western world becameirrevocably com-
mitted to the state of Israel”” Further-
more, thatmeant “’Israelhas gotto-have
the right and has got to be the ultimate
destination for those who want to-emi-
grate . . . from whatever part of the
world.”

The ensuing uproar was reminiscent
of then prime minister and now External
Affairs Minister Joe Clark’s abortive 1979
suggestion that the Canadian embassy
in Israel be moved from Tel Aviv to
Jerusalem. Mr. Martin was accused of
“callous disregard”’ for residents of the
occupied West Bank, but part of his
defence was that his remarks were taken
out of context. In a public letter, he said
that his suggestion of assistance for
Soviet Jews was entirely in:keeping with
that proposediby the U.S.

"However,” he added, "'Soviet Jews
emigrating to Israel should not directly af-
fect the uitimate disposition of the West
Bank and the Gaza Strip.” Furthermore,
"the conflict between Israel and the
Palestinians should be settled based on
the principle of ‘landfor peace. Tothe ex-
tent that Soviet Jewish emigration to the
territories might foreclose that option by
displacing Palestinians, Canadian as-
sistance should only be directed to reset-
tlement on lands that are not under
occupation.”

®
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STATISTICS

International Trade

After a comparatively healthy startin January, the merchandise trade surplus nosedived by 60.5% in February as arise inthe
value of imports more than offset animprovement onthe export side of Statistics Canada’s ledger. The rise in exports was driven
mainly by the automotive sector, while motor vehicle parts figured prominently on the import side. The February surplus was
$ 264.2 miliion, seasonally adjusted on a balance of payments basis, after January’s slightly revised surplus of $669.4 million. The
latest preliminary surplus resulted from exports of $11,708.9 million and imports of $11,444.7 million, which were up 0.7 % and
4.5%, respectively, from January. Cumulative exports for the first two months of 1990 amountedto $23,334.1 millionor 2.9%
below a year earlier while imports rose 1.5 % to $22,400.5 million, yielding a two-month surplus of $933.6 million thatwas down

-~ _$1.016.6.million.or.down_52.1%.from the first two months of 1989. Here is a rounded breakdown in millions of dollars:
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OPTIONS

The Liberal Party and Foreign Policy: Part 3

EDITOR'SNOTE: On June 23rdin Calgary, the Liberal Party of Canada will elect a new leader and
possible Prime Minister. International Perspectives concludes its ook at the foreign policy positions of
the leading contenders alphabetically by surname. Paul Martin received an early baptism in politics,
thamks to his father of the same name who spent 33 years in the House of Commons, including several
years in the mid-1960s as Minister of External Affairs, and who went ontossix years in the Senate before
abrief appointment as Canada‘s High Commissioner to Britain. The son, however, carved out a career
in business, notably in the shipping sector, before running for a Quebec seatin the Commonsin 1968.
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On another note, Mr. Martin said that
the "instant nuclear Armageddon so
many of us feared as children has been
replaced by the fear of an-even morein-
sidious and relentless threat to our
planet: the degradation of our
environment.”

Mr. Martin also said that if he became
Prime Minister, he would renegotiate the
Free Trade Agreement with the United
States. (Peter Murphy, the chief U.S.
negotiator on the FTA, suggested thatis
not such agoodidea. "What happens if
you goback to the bargaining table and
the US. says 'we want more™?" Murphy
cautioned, citing growing American
protectionist sentiments. 'One of our
problemsis that we will have to get that
deal through Congress.”) Mr. Martin also
calledfor, amongother things, for more
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‘Aanaingiove with thiSwould be a Unit-
ed Nations-sponsored Environmental
Cleanup Task Force which would
moveinimmediately to containany in-
ternational environmental problem.”
The necessary resources would come
from redirected military budgets.

In Halifax, he switched to economic
concems and the growing globalization
which he suggested present “an historic
opportunity’’ for Canada. *'The coun-
tries of Eastern Europe are rapidly mov-
ing toward more open economies with
closer ties to the West. The reduction in
military tensions will provide an oppor-
tunity to shift spending from weapons of
destruction to tools of growth. Canada
must be there to help:ithese nations de-
velop their economies. We must ensure
that the political revolution that has oc-
curred is reinforced by the economic
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revolution that will inevitably follow:.
All of this presents an unprecedented
opportunity for Canada to restructure
its economy while helping the countries
of Eastern Europe reconstruct their
own.

Predicament Revisited

Jerusalem. Mr. Martin was accused of
"“callous disregard’’ for residents of the
occupied West Bank, but part of his
defence was that his remarks were taken
out of context. In a public letter, he said
that his suggestion of assistance for
Soviet Jews was entirely in keeping with
that proposed by the U.S.

“‘However,” he added, "*Soviet Jews
emigratingto Israel should not directly af-
fect the ultimate disposition of the West
Bank and the Gaza Strip.”” Furthermore,
"'the conflict between Israel and the
Palestinians should be settled based on
the principle of ‘landfor peace. Tothe ex-
tent that Soviet Jewish emigration to the
territories might foreclose that option by
displacing Palestinians, Canadian as-
sistance should only be directed to reset-
tlement on lands that are not under
occupation.”

STATISTICS

International Trade ,

After acomparatively healthy startin January, the merchandise trade surplus nosedived by 60.5% in February asarise inthe
value of imports more than offset an improvement on the export side of Statistics Canada’s ledger. The rise in exports was driven
mainly by the automotive sector, while motor vehicle parts figured prominently on the import side. The February surplus was
$264.2 million, seasonally adjusted-on a balance of payments basis, after January’s slightly revised surplus of $669.4 million. The
latest preliminary surplus resulted from exports of $11,708.9 million and imports of $11,444.7 million, which were up0.7 % and
4.5%, respectively, from January. Cumulative exports for the first two months of 1990 amountedto $23,334.1 millionor 2.9%
below a year earlier while importsrose 1.5% to $22,400.5 million, yielding a two-month surplus of $933.6 milion that was down
$1,016.6 million or down 52.1% from the first two months of 1989. Here is a rounded breakdown in millions of dollars:
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LAST WORD

Petroleum Aid: Healthy Dividend from Small Investment

Ask Canadians to identify the Official Development Assistance (ODA) arms of the federal government and they probably could
identify the Canadian International Development Agency {CIDA). But what of the International Development Research Centre
(IDRC), the International Centre for Ocean Development {ICOD) and Petro-Canada International Assistance Corporation (PCl-
AC)?The future of CIDA as this country’s lead ODA agency seems secure, its $2,167,352,000 budget for the current fiscal year
representingan 8% increase over 1989-90. The same holds true for the IDRC and the ICOD, their respective budgets havingbeen
increased 5.3% to $114,300,000 and 21.8% to $12,300,000. PCIAC's budget also is increased for 1990-91, up 7.5% at
$53,000,000, but the prospect of its parent corporation, Petro-Canada, being privatized raises questions about the future of this
specialized instrument of ODA.

Its objective is promotion of oil and natural gas development in the less- developed countries (LDCs). During the prolonged
downturn in world oil prices because of overproduction, mainly within the Organization of Petroleum Exporting Countries
(OPEC). short-term demand for new reserves was virtually non-existent. But PCIAC, like the petroleum industry as a whole, works
with a longer-term perspective. The recent upturn in world oil consumption and concomitant upward pricing pressures has creat-
ed problems for the LDCs in that higher import costs strain their already overburdened economies.

Most experts seem convinced that the boom-and-bust conditions of the 1970s will not be repeated during the next 10 years
or so, but evenifthe tightly balanced marketresults in no unsupportable increase in prices or no significant price instability, the
price of imports for oil-dependent countries will continue to present severe problems. A study completed for PCIAC has suggested
that anincrease in oil pricesto $ 22 per barrel would, in the year 2000, add $ 20 billion to the oil import bill of developing coun-
ries. Their Gross National Product would be 15 % lower if oil prices remained at the levels that have prevailed for several years.
The same study concluded thatin the unlikely event that oil prices do notrise, the oil import bill would be greater and the bur-
denon aggregate GNP would still be substantial. So access to reliable and sustainable suppliesis essential for their economic well-
being — indeed, for the well-being of all oil importers.

The projects underwritten by PCIAC reflect a broad international interest shared by Canada in encouraging diversification of
ail supplies. Theinternational community quite vigorously supports development of hydrocarbon resources and the United Na-
tions General Assembly last fall passed a resolution calling on all donor countries to increase the amount of aid designated for
energy exploration and development.

PCIAC'sinvolvementin a developing country usually begins with a request for assistance from that country. PCIAC then de-
termines whether a programme of assistance would be justified onthe basis of several criteria. Thisinclude the degree of depen-
dence of the country onimported oll, its geological prospectivity when exploration assistance if requested, the needs of the rele-
vant national oil company or agency, the degree of currentinvolvement orinterest on the part of private industry, the views of
other donors such as the World Bank, and the priority of the country in Canada’s ODA policy.

NoShortage of Potential

While some developing countries have limited petroleum resources, most have some potential or actual endowment. Theissue
in many casesisnot somuch a scarcity of hydrocarbon resources but of financial, technical and human resources. Where geo-
logical prospects appear worth investigating in the national interest but are not yet clearly attractive to other investors, Official
Development Assistance for oil and gas exploration can be of tremendous benefit. Despite growing concern over the effects of
fossil fuels, the LDCs have no alternative in the short-to-medium term. In fact, oil and gas would actually be a viable alternative
in many cases to the burning of fuelwood, which is more environmentally damaging than fossil fuels in terms of local ecosystems
and agricultural productivity.

The oil and gas sectorin many developing countries faces major obstacles. Weak administrative structures, limited resources
and inadequate petroleum sector infrastructure often are combined with the absence of geological/geophysical data. This frus-
trates resource management, obstructs planning and implementation of exploration, exploitation and commercialization and
impedes supply and distribution. Moreover, because of their serious cash positions, anumber of oiFimporting LDCs cannot as-
semble the technical, economic and financial data needed to stimulate private sector interest.

PCIAC works with the Canadian oil and gas industry, international agencies and other donorsand, after the World Bank, is
the mostimportant agency engaged in this kind of work in the LDCs. It continues to rely on the goods and services of aninter-
nationally competitive industry athome and, in many ways, is a showcase for Canadian technology in markets that have been
dominated by multinational companies.

Acaseinpointis a $10 million contribution to a programme in Ghana, through which PCIAC undertook to provide goods and
services that would enlarge the scope of exploration activity there if the Ghanaians could put together a consortium. The out-
come includes a three-well programme, the PCIAC commitment, and contracts letin Canada for more than $ 20 million in goods
and services.

Energy, Mines and Resources Minister Jake Epp has declared that the government’sintent in the event of Petro-Canada’s privati-
zationisthat PCIAC's activities would continue within an appropriate relationship with Petro-Canada and perhaps other Cana-
dian companies. Clearly the details remain to be worked outin the months ahead, but the expectation is that PCIAC will con-
tinue to implement projects in such a way as to benefit both the LDCs and the Canadian petroleum industry. Peter Towe is Chair-
man of Petro-Canada International Assistance Corp.
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