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Overview

The year covered by this report — from April 1, 1987, to
March 31, 1988 — was in many ways a positive one in
global politics and for the Western economies. For Canada,
it was a year of active involvement and real achievement
internationally, epitomized by leadership in multilateral
diplomacy and the conclusion of a free trade agreement with
the United States.

Improved superpower relations had a beneficial effect on
a number of international problems. Agreement between the
United States and the Soviet Union at the Washington
Summit in December 1987 to eliminate all their inter-
mediate nuclear weapons and to establish a verification
regime to this end was a significant step in arms control and
disarmament. It should also help to advance the possibility
of eventual similar breakthroughs in the continuing Strategic
Arms Reduction Talks. The decision by the US.S.R. to
begin withdrawing its occupation forces from Afghanistan
was a welcome if belated response to realities in Afghanistan
and to international pressure. Positions on some other
regional issues with an East-West colouration showed signs
of movement as the result of talks among the parties under
United Nations auspices and a more constructive approach
by the U.S.S.R. Canada welcomed both the INF Agreement
and the announced intention of the US.S.R. to withdraw
from Afghanistan.

Western solidarity in handling East-West relations was a
major factor in these positive developments, as was the
accelerating process of domestic reform in the US.S.R., and
the changes U.S.S.R. General Secretary Gorbachev had
begun to make in Soviet foreign policy. The new Soviet
stress on multilateratism and interdependence was welcome.
Time will tell whether Soviet actions internationally live up
to the new, more progressive rhetoric. At the Vienna
Follow-up Meeting of the Conference on Security and Co-
operation in Europe, for example, there was regrettably little
movement, in part because of the reluctance of the Eastern
European participants to agree to strengthen commitments
on human rights.

Despite the progress in East-West related problems, other
regional conflicts continued to provide challenges for world
security, social and economic stability, and human rights.

- The destructive war between Iran and Iraq continued,
destabilizing the region, posing threats to freedom of
navigation in the Gulf and thus to energy supplies, and
resulting in heavy loss of life. The use of chemical weapons
was particularly regrettable. Unanimous Security Council
approval of Resolution 598 calling for a ceasefire between
Iran and Iraq, while a positive development, did not bring
an end to the war. :

Similarly, and despite considerable diplomatic activity, no
progress was made toward a settlement of Arab-Israeli
differences. The Palestinian uprising in the West Bank and
the Gaza Strip which began in late 1987 reminded the inter-
national community that the status quo is not sustainable
over the longer term. Canada and other Western countries
gave strong support to the concept of a properly structured
conference to attempt to reach a settlement on the Middle
East.

In Africa war and famine continued to wreak a dual
hardship on the people of northern Ethiopia. In southern
Affrica the picture was darkened by political drift among
white voters in South Africa toward parties opposed to
change and by steadily increasing repression of anti-
apartheid forces in that country, as well as by South Alfrica’s
incursions into neighbouring states and a deteriorating
situation in Mozambique. The reluctance of some major
Western countries to strengthen sanctions impeded attempts
to increase pressure on South Africa. Nevertheless there was
support for greater assistance to Front Line States including
Mozambique, and for the victims of apartheid in South
Affrica as well as for promoting dialogue among the different
communities in South Africa. At the Commonwealth
Summit in Vancouver in October 1987 a Commonwealth
Foreign Ministers Group was set up to look at ways of
making sanctions currently in force more effective, and of
countering South African propaganda. Its first meeting,
chaired by the Secretary of State for External Affairs, Joe
Clark, was held in Lusaka in February.

The acceptance by the five Central American countries of
the Arias Peace Plan at the Esquipulas Meeting in August
1987 represented a new hope for peace in Central America.
By the end of March 1988, and in spite of delays and unkept
deadlines, the fragile peace process was continuing to hold.
Canadian support for the process was symbolized by the
visit of the Secretary of State for External Affairs and by
Canada’s willingness to become involved in the design of
verification and control measures to buttress the security
aspects of the peace plan.

The continuing Vietnamese occupation of Cambodia
remained the major source of instability in Southeast Asia.
Canada continued to support the position of ASEAN that
Vietnamese troops had to be withdrawn from that country
and the efforts of Prince Sihanouk to seek a political v
settlement that would restore independence and sovereignty
to Cambodia.

Canada hosted two major summit meetings during fiscal
1987/88: the second summit of Francophone nations which
brought together 41 leaders in Quebec in September, and the



49-member Commonwealth Heads of Government Meeting
in Vancouver in October. These two meetings helped to
advance the international agenda in a number of key areas:
debt forgiveness; improved co-operation and consultation
between developed and developing countries; and promo-
tion of human rights, especially opposition to apartheid. The
Francophone Summit followed up the earlier Paris Summit
by putting La Francophonie on a firm and enduring basis,
and symbolized a new co-operative relationship between
Quebec and the federal government on the international
stage.

Canada remained in the forefront of efforts to strengthen
the United Nations and its constituent agencies by introduc-
ing sounder principles and practices for administrative and
budgetary accountability. The Canadian policy of trying to
reform the UN agencies from within, rather than following
some other major donor countries by withdrawing support
as a sign of protest, has had a slow but beneficial impact on
the operation of some but not all of these institutions.

World economic growth continued at a moderate pace in
1987 in most developed and developing countries, but with
marked regional differences and with some signs of market
uneasiness, notably the sharp price declines in world stock
markets in October. Trade volume expanded at a somewhat
greater rate than anticipated, and there was a recovery in
many non-oil commodity prices in the latter part of the
year. Imbalances among the major market economies
remained at the centre of attention, particularly at the
Venice Summit in May, where Canada stressed the need to
achieve improved macroeconomic co-ordination. The debt
problems of a number of developing countries also
remained a concern throughout this period, emphasized by
Brazil’s suspension of interest payments to commercial bank
creditors early in the year.

Canada participated in a number of rescheduling
agreements, and took the lead in moves to reduce the debt
burden on the poorest countries of sub-Saharan Africa
through writing off official development assistance debts.
The year witnessed an expansion of market-oriented
economic mechanisms, as both the U.S.S.R. and China
increased the role of markets in their economies, and
structural adjustments programs in developing countries
also emphasized market solutions. Trade liberalization
proceeded within the Uruguay Round of Multilateral Trade
Negotiations (MTN). '

The signing of the Canada-U.S. Free Trade Agreement
in October was a major step forward in combating
protectionism and expanding international trade. The Free
Trade Agreement covered both merchandise trade,
investment and trade in services, and was the result of an
intensive and protracted negotiating process. As a result of
the Agreement, access to markets in both countries is to be
significantly widened, tariffs between the two countries are
to be eliminated over a 10-year phase-in period, and a
dispute settlement process is to be put in place. It is
calculated that every major sector of the Canadian
economy will derive net benefits from the Agreement and
that these benefits will be distributed among all regions.

The Agreement, which is consistent with Canada’s
international obligations and with Canadian policy
objectives in the fields of culture, social policy and national
sovereignty, will assist the Canadian economy to become
more internationally competitive and to attain sustained
economic growth in the years ahead.

The Canadian economy achieved an above-average
performance in 1987, with real Gross Domestic Product
expanding by 3.9 per cent, unemployment dropping from
8.9 to 7.5 per cent, and inflation contained at 4.1 per cent.
This success owed something to favourable trends in
commodity prices, increased investor confidence in
Canadian prospects and policies, and the competitive
performance of Canadian industries.

During 1987 Canada’s development assistance program
and its management underwent extensive internal and
parliamentary review and a new Canadian development
assistance strategy was announced in Sharing Our Future
(see Chapter 1). This strategy confirmed the government’s
commitment to develop human potential, promote social
change and improve living standards, and to stimulate
economic growth and productivity on a sustainable basis.
To achieve these objectives, the government has stated that
official development assistance will be directed even more
towards the poorest countries, to human resource develop-
ment, to women who need to be involved more in the
planning and implementation of programs, to structural
adjustment needed to improve economic performance, to
food security, to environmentally sustainable projects, and
to the development of much needed energy resources. In
addition, assessment of human rights policies and practices
will be made concrete factors in decision-making on aid
eligibility and the level of assistance.

Canada has joined forces with other concerned nations in
the search for international solutions to the spread of AIDS,
to the safety of travellers who are threatened by acts of
international terrorism, and to the growing illicit trafficking
in drugs. Canada welcomed and endorsed the emphasis of
the report of the World Commission on Environment and
Development (Brundtland Commission) on the importance
of linking environmental considerations with economic
policy-making. Significant steps were taken to protect the
environment in the Montreal Protocol on Substances that
Deplete the Ozone Layer and the completion of negotia-
tions on a protocol on emissions of nitrogen oxides. Canada
continued its efforts to achieve agreement on outstanding
issues relating to the law of the sea and space on which
international consensus has not yet been reached.

During the fiscal year 1987/88 the Right Honourable
Joe Clark was Secretary of State for External Affairs. On
March 3, 1988, the portfolio of the Honourable Monique
Landry was renamed Minister for External Relations and
International Development to reflect the growing impor-
tance that the government attaches to development assist-
ance in an increasingly interdependent world of burden-
sharing. On March 31, 1988, the Honourable John Crosbie
was appointed Minister for International Trade, replacing
the Honourable Pat Carney.



Chapter 1

s~

/\/& THE INTERNATIONAL
ECONOMIC
ENVIRONMENT

Economic and financial relations with developing
countries

The manner in which heavy external debt burdens
continued to constrain development in a large number of
countries remained a serious concern on the multilateral
agenda. Since the issue of developing-country debt first
emerged as a major problem in 1982, the strategy of growth-
oriented adjustment adopted by the international community
has made important progress. The threat to the world
financial system, while still present, has been reduced
considerably, and several of the most heavily indebted
countries have adopted reform programs needed to lay the
basis for sustained economic growth.

Despite these positive developments, however, events in
1987 and early 1988 indicated that finding a solution to the
problem of the debt of developing countries would take
longer than was originally envisaged. While declining
international interest rates, strengthening commodity prices
and other factors enabled some developing countries to
reduce their debt burdens, others continued to experience
economic difficulties. Uneven international economic -
growth, continuing protectionist trends in major economies,
and increased reserves held by commercial banks against
their loans to major sovereign borrowers exacerbated fears
that international economic conditions and an insufficient
flow of new resources to developing countries would
undermine attempts by those countries to “grow out of their
debts”

Efforts were accordingly made to strengthen international
debt strategy during the year. For middle-income countries,
the focus of work was on further development of the case-
by-case market-oriented strategy, broadening the “menu of
options” available to banks through such innovations as the
Mexican bond-debt swap plan and the Bolivian debt-
repurchasing plan. The World Bank continued to play an
important role, both in providing policy advice and in
mobilizing financial resources. By the end of March, final
agreement was close on a General Capital Increase for the
World Bank of $74.8 billion (US), a move that would
permit increased lending to heavily indebted countries.
Similar progress could not be reported for another major
financial institution of importance to the major debtors in
Latin America — the Inter-American Development Bank
(IADB). Negotiations remained stalled on a major resource-
increase for the IADB, largely because of disagreements over
the role of donors. On the retirement of IADB President
Ortiz Mena, Canada supported the election of Enrique
Iglesias as the new head of the Bank. Canada also encou-
raged the President to elaborate reforms that would allow

the Bank to play its full role in the region. At the end of the
year, the challenge remained to find new ways to reduce
debt burdens to manageable levels without lessening incen-
tives to reinforce adjustment programs or ]eopardlzmg the
flow of new resources on which the future prosperity of
developing countries largely depends.

The international community devoted considerable
attention to the difficult and slow process of economic
recovery in sub-Saharan Africa. The Economic Summit in
Venice (June 1987) recognized the threat that debt posed for
the very fragile economies in the region, and summit leaders
agreed that special measures were needed. The resulis were
encouraging. At the Paris Club, where official debt is
rescheduled, longer grace and repayment periods were
offered to the poorest debtors. Agreement was reached in
December 1987 on an Enhanced Structural Adjustment
Facility through which the IMF would make available an
additional $6 billion special drawing rights (SDR) to poorer
countnes pursuing economic adjustment programs. Canada

is contributing $300 million SDRs to this facility. Canada
also committed itself to providing $355 million (US) to
support World Bank/International Development Associa-

. tion (IDA) structural adjustment lending in poorer, debt-

distressed countries in sub-Saharan Africa. This was part of
an international effort in which the World Bank mobilized
some $6.7 billion (US) in bilateral resources to support
economic adjustment in Africa. Finally, the IDA-8
replenishment of $12.4 billion (US) became effective.

Canada also announced a number of specific bilateral
measures for Africa. At the Francophone and
Commonwealth summits, the government stated its intention
to forgive $672 million of official development assistance
debt from 13 sub-Saharan countries. This was a follow-up to
Canada’s undertakings at the Thirteenth Special Session of
the UN on Africa (May 1986) to ease the debt burdens of
sub-Saharan Africa. As part of the government’s new aid
strategy, the share of bilateral assistance going to Africa will
increase to 45 per cent.

Despite this international effort in which Canada was
active, it was clear that African recovery would continue to
require great energy and resources. A special UN Advisory
Group on Financial Flows for Africa, in its February 1988
report, stressed the extent of the continuing crisis in Africa
and outlined further steps that might be taken.

The year under review was a major one for the
development of Canadian aid policy. In May 1987, the
House of Commons Standing Committee on External
Affairs and International Trade (SCEAIT) presented its
report on Canada’s official development assistance policies



and programs entitled For Whose Benefit (the Winegard
Report). This report was a key policy document based on
consultations with a wide range of Canadian groups and
individuals. The government’s response, To Benefit a Better
World, tabled in September 1987, accepted in whole or in
part 111 of the Committee’s 115 recommendations. The
government’s review of its aid policy culminated in the
publication by the Minister for External Relations and
International Development, Monique Landry, of Sharing
Our Future, in March 1988. This document outlined a new
aid strategy that brought together the themes contained in
the response to the Winegard Report and outlined a number
of new initiatives. Among the features of the strategy are an
Official Development Assistance Charter, and a focus on
helping the poorest countries, on human resource develop-
ment, on the primacy of development objectives and on the
promotion of partnership. The government underlined its
commitment to increase ODA spending to 0.6 per cent of
GNP by 1995/96 and to 0.7 per cent by the year 2000.
Human rights were to be considered more systematically in
coming to decisions on aid levels and channels. Levels of
untying were to be increased, particularly in sub-Saharan
Affrica and in the least-developed countries. A substantial
decentralization shift of CIDA activities and personnel to the
field was announced to begin in 1988.

Canada participated in UNCTAD VII, the first successful
North-South meeting in many years. The conference
achieved, for the first time, a common assessment of the
intemational economic situation as well as agreed
orientations for future international deliberation and co-
operation. Monique Landry addressed the conference and
members of the Canadian delegation played key roles in
achieving some of the compromises on fiaancial questions
and the problems of the least-developed countries, and on
trade and commodities issues.

‘The Francophone Summit in Quebec in September and
the Commonwealth Heads of Government Meeting in
Yancouver in October each focused on the economic and
development problems of developing countries. In addition
to ODA debt forgiveness mentioned above, the Vancouver
- Declaration on World Trade urged that special assistance
be given to the developing countries to enable them to
participate fully in the Uruguay Round of Multilateral
Trade Negotiations (MTN). Canada supported a number
of projects designed to provide trade policy assistance
to LDCs.

Canadian representatives continued work to improve the
effectiveness of the UN General Assembly’s Second
Committee. Members of the Canadian delegation helped
shape resolutions on debt and on Africa’s economic
problems. In both ECOSOC and UNCTAD’s Trade and
Development Board, Canada was successful in focusing
greater attention on the importance of practical reforms and
on the kind of longer-term institutional evolution needed to
enhance the operation of the multilateral system.

Economic and financial relations with developed
countries 4
Multilateral economic diplomacy in the Economic Summit

and the OECD continued to play a key role in forming
- Canada’s own economic policies, and in affecting the

general tenor of Canada’s foreign relations. In addition,
issues involving investment policy, intellectual property
protection, and trade in financial services arose in both
bilateral and multilateral contexts.

The economies of most OECD countries continued to
expand in 1987/88, although at a somewhat slower rate
than in previous years. Canada enjoyed a growth rate of
approximately 3.75 per cent, one of the highest among the
industrialized democracies. By January 1988, the unemploy-
ment rate in Canada had fallen to 8.1 per cent, its lowest
level since 1981. The federal government projected a deficit
of $29.3 billion for fiscal year 1987/88, considerably below
the record high deficit of $38.3 billion in 1984/85.

Canada continued to co-operate closely with its partners
on international economic policy, most notably at the
OECD Ministerial Meeting in May and the Venice Summit
in June 1987. The 1987 OECD Ministerial Meeting made
important progress in addressing current problems in
agriculture and agricultural trade. Drawing on extensive
OECD studies and consultations on the issue, the ministers
reached agreement on the need for reforms in these sectors,
and made a commitment to make progress, inter alia in the
new round of multilateral trade negotiations. In Venice the
Prime Minister joined with the leaders of the European
Community, the Federal Republic of Germany, France,
Italy, Japan, Britain and the United States in a number of
measures designed to strengthen the world economy.
Specifically, the leaders affirmed the agreement adopted by
the G-7 finance ministers in February 1987 (the “Louvre
Accord”), to reduce international trade and current account
imbalances and to lower the U.S. fiscal deficit. The leaders
also voiced support for the Uruguay Round, the current set
of multilateral trade negotiations being conducted under the
auspices of the General Agreement on Tariffs and Trade
(GATT), and endorsed the need for fundamental reform of
the world agricultural trading system. The difficulties of
developing countries, especially the heavy debt burdens
borne by some LDCs, were also a source of concern for
summit leaders. They called for specific measures to
alleviate the difficulties facing the poorest debtors of sub-
Saharan Africa, as noted above.

Since the Venice Summit, the major industrialized
countries have continued to make progress in adjusting
their policies to conform with the Louvre Accord. Japan
and the Federal Republic of Germany have adopted
measures to stimulate domestic demand. In the United
States, an agreement between the Administration and the
Congress, following the October 19 stock market upheaval,
to reduce federal spending was considered a first step
towards more substantial reductions in the future. Canada
took a number of steps with the object of reducing its own
budget deficit to promote non-inflationary growth; policies
adopted by the federal government to this end included tax
reform, privatization and the deregulation of domestic
markets.

The international economy displayed considerable
resilience in the wake of the securities market turbulence of
October 1987. Nevertheless, the underlying factors that
contributed to the market turmoil, notably large trade and
current account imbalances, continued to threaten the
stability of the world economy at the end of the year. The
challenge facing the international community was to



_eliminate trade and current account imbalances while
sustaining economic growth. This problem would be central
to the discussions at the Toronto Economic Summit in June
1988.

Investment issues

Investment issues were prominent during the year. Direct
investment in Canada continued to grow, reflecting a more
open investment climate created by the 1983 Investment
Canada Act. Attention was focused on the investment
chapter of the Canada-U.S. Free Trade Agreement, which
is the first instance of investment issues being included in an
international agreement. The Agreement raises the
threshold level for review of direct acquisitions to $150
million and abolishes the threshold entirely for indirect
acquisitions at the end of four years. A number of
performance requirements, such as local content
requirements, import substitution and minimum level of
equity have also been abolished. A feature of the
Agreement is that it provides for national treatment:
Canadian investors in the U.S. and American investors in
Canada will be subject to the same rules as domestic
investors. Existing policies such as Canadian restrictions on
foreign ownership in the oil and gas sectors are, however,
grandfathered, i.e., they are not affected. For Canada, the
Agreement means that Canadians will be protected against
any protectionist changes in U.S. policies and that Canada
should become an even more attractive location for
investment, since there will be access to the entire North-
American market. Internationally, Canada continued to be
active in the OECD Committee on International
Investment and Multinational Enterprises and in the
negotiations on Trade-Related Investment Measures in the
Uruguay Round.

The Canada-U.S. Free Trade Agreement included a
chapter on financial services, in which both sides set out
specific undertakings regarding access to their markets.
Discussions were also undertaken with other countries,
especially Japan, as foreign interest in access to Canada’s
markets for financial services grew following major reforms
in the area carried out by the government.

Intellectual property protection

The issue of intellectual property protection has received
greater international attention due to increased recognition

of the link between innovation and economic growth. As a
result, intellectual property is on the agenda of the current
round of multilateral trade negotiations. The MTN process
will advance the debate on the use of GATT disciplines for
the enforcement of intellectual property rights. Canada, as
both a producer and net importer of technology, will scek
to ensure a balance between protection for rights holders
and the need for continued access to foreign technology,
without unduly disrupting the international trading system
through overly stringent or discriminating enforcement
procedures. _

Striking an appropriate balance between access to
technology and inventors’ rights has also arisen in the
development and passage of a number of new domestic
intellectual property laws in Canada. These include changes
to the Patent Act to improve market protection for
pharmaceutical inventions and to streamline the general
patent system in Canada, amendments to the Copyright Act
to provide protection for new technologies including
semiconductor chips, as well as enhanced protection for the
cultural industries. These changes have not only affected
Canada’s posture in the MTN negotiations, they have also
been of interest to a number of our trading partners, who
have seen their trade and investment interests at stake.

Concomitant to domestic intellectual property initiatives
and participation in the GATT negotiating group on trade-
related intellectual property issues, Canada continues to
participate fully in the World Intellectual Property
Organization (WIPO). WIPO activities aim to improve
intellectual property standards, harmonize laws and ensure
administrative co-operation among intellectual property
unions, and thus strengthen the framework for the
development and application of enforceable international
intellectual property regimes. Current WIPO activities in
which Canada is participating include the revision of the
Paris Convention on Industrial Property; the definition of
an international regime for protection of integrated circuits;
the harmonization of national laws in respect of patents,
trademarks and copyright; and the elaboration of model
laws in the areas of counterfeiting and protection for bio-
technological inventions. Canada also participates in
OECD conceptual work geared towards the elaboration of
principles and rules related to trade aspects of intellectual

property.



Chapter 2

Trends in world trade

During 1987 the volume of world trade expanded by

4.0 per cent, as opposed to 3.5 per cent in 1986 (GATT
statistics). Whereas in 1986 much of the growth had come
from an expansion in energy trade, following a drop in oil
prices, the expansion in 1987 was principally in non-energy
items. The dollar value of world trade rose 15 per cent in
value terms, with much of that rise being due to the
continued devaluation of the U.S. dollar against most other
major world currencies. World markets for products and
services were marked by an increasing rhythm of expansion
during 1987, interrupted only temporarily by the un-
certainties connected with the global stock market crash of
October 1987.

In 1987 trade in goods continued to be strongly
influenced by other aspects of the world economy
exemplified in some of the main trade policy issues of this
period. Thus, the payments imbalances among the main
trading countries, the effects of volatile exchange rates on
competitiveness, the export and import requirements of
heavily indebted countries, and the inclusion of trade in
services as part of bilateral and multilateral trade accords
were prominent topics of international discussion. The
signing of the Canada-U.S. Free Trade Agreement and the
early stages of the Uruguay Round of Multilateral Trade
Negotiations both served to confirm the increased salience

‘and complexity of trade policy questions in an era of
economic interdependence.

The increasing protectionist pressures that had
accompanied growing payments imbalances in the first half
of the 1980s remained a problem during 1987, and not least
in the United States. These pressures were, however, kept in
check by political leaders committed to trade liberalization
and by the manifestation of market-induced adjustment
processes, which became more apparent as the year pro-
gressed. This adjustment arose both from changes in
aggregate demand among the major developed countries,
and from the gradual absorption of relative price differentials
among them.

The commodity composition of world merchandise trade
remained stable in a situation of moderately increasing
demand. The value of agricultural exports increased by
4 per cent, and that of manufactures by 3 per cent
(UN figures). Manufactures now account for over two-thirds
of world exports, and, of these, electronic goods for -

7.6 per cent — a share that has been increasing steadily in
the last decade. Energy prices recovered somewhat from
* their sharp fall in 1986, but by a much smaller magnitude.

- Prices for most metals were up, and copper and nickel in

particular benefited from robust markets. During the second
half of 1987 and early 1988 there was a general rise in
commodity markets, extending even into certain agricultural
ones. Agricultural markets were assisted by indications of
possible new limits to subsidization in some of the main
developed country producers (especially, the European
Community), but for the most part excess stocks continued
to depress prices in most categories.

The secular trend towards greater trade among developed
countries, established early in the 1980s, continued.
Developed market economies, which had accounted for
63 per cent of world exports in 1980, accounted for
71 per cent in 1988; whereas developing economies dropped
in share from 28 per cent in 1980 to 19 per cent in 1988.
Centrally planned economies kept their share constant at
10 per cent. The U.S. and the U.K. expanded their exports
strongly while the FR.G. increased its exports only margin-
ally and Japan’s exports actually declined. The US. trade
deficit widened somewhat, from $144 billion to $155 billion
(US), while the trade surpluses of Japan and the FR.G. also
increased moderately. There were signs, however, that these
imbalances were evolving towards a more sustainable trend.

The trade patterns of the heavily indebted developing
countries were strongly influenced by their financial
requirements. Thus, for instance, the U.S. is traditionally a
major supplier of goods to Latin America, but this market
lacked dynamism in 1987 because of repayment obligations,
making the U.S. imbalance more intractable. Installation of
export capacity often required imports of capital equipment
and generated additional financing requirements, and it is
not surprising that exports of such equipment declined even
when, at times, the need for them increased. Indebted
countries were under pressure to use every opportunity to
maximize export receipts, leading to situations where
commodity arrangements involving export quotas did not
always prove reliable.

Another group of countries attracting attention in 1987
were the newly industrializing economies of Asia. The
Republic of Korea, Hong Kong, Singapore and Taiwan
increased their export volume by 22 per cent in 1987, and
their collective trade surplus was $30 billion (although Hong
Kong and Singapore’s trade was nearly balanced). Most of
this growth has been built on the export of manufactured
articles, closely integrated into the markets and corporate
structures of developed market economies. Other countries
of Asia also underwent extensive growth in trade volume
and industrial capacity, India and China being the most
notable.



Trends in Canada’s international trade

Canada benefited in 1987 from the revival of markets in
some of its main commodities, and from the general

. expansion in the world economy. As a result, its domestic
exports increased 4.1 per cent in value, reaching $125 billion.
At the same time, imports rose 3.3 per cent in value, to
reach $116 billion. Adjusted for price changes, the volume of
Canadian exports increased by 5.6 per cent, and the volume
of imports by 9.0 per cent. Canada’s surplus on merchandise
trade in 1987 stood at $9 011 million, up from $7 817 million
in 1986. The Canadian share of world exports increased
slightly, from 4.2 per cent in 1986 to 4.4 in 1987.

Table 1 shows Canada’s trade for 1987 by the main
world geographical areas. Some of the trends in the
distribution of trade may be explicable by exchange rates
and market growth in the countries concerned. The United
States remained Canada’s principal trade partner, with
imports and exports both growing in line with the rates of
income growth in the respective markets. The Canadian
dollar strengthened in terms of the U.S. dollar in the latter
part of 1987, contributing somewhat to the attractiveness of
the U.S. as a marketing source. Despite some market
uncertainties, U.S. domestic demand remained positive in
1987, growing at 1.8 per cent, and the prospects of
improved bilateral trade access gave every incentive for

Canadian exporters to consolidate their position in this
market.

Canadian exports to the Asia-Pacific region increased
sharply, reflecting the dynamic growth of the region and the
alterations in competitiveness resulting from exchange rate
changes. Exports to Japan were particularly significant,
rising by 18.5 per cent to $7 billion and leaving Canada’s
trade with Japan very close to being balanced. Canadian
imports from Japan actually declined very slightly. Exports
to other market economies in Asia also increased at a
similar rate, helping to narrow Canada’s trade deficit with
the region. The marked increase in exports to China was
more than matched by increased imports from that country.

Western Europe was another growing export market for
Canada in 1987. Here again Canadian products were
rendered more competitive by exchange rate changes, but
often had to compete against even more advantageously
priced American products. Exports increased over a broad
range of countries and commodities, and Canada’s trade
deficit with the region diminished by over a billion dollars.

Canada’s exports to Eastern Europe were down
somewhat compared to 1986, owing to the highly competi-
tive situation in international grains markets and the favour-
able harvest in the U.S.S.R. Imports from Eastern Europe
continued their pattern of secular incremental growth.

Table 1
CANADA'’S PRINCIPAL TRADING REGIONS
MERCHANDISE EXPORTS, IMPORTS AND TRADE BALANCES
(Customs Basis)
(millions of Canadian dollars)
Yr-Over-Yr Yr-Over-yr
Per Cent Per Cent Trade Trade
Merchandise Trade Exports Change Imports Change .Balance Balance
With: 1987 87/86 1987 87/86 1986 1987

WORLD 125086.7 37 116075.7 33 78169 9011.0
UNITED STATES 94 505.7 14 78894.6 25 158153 15611.1
EUROPE 11801.6 8.6 161909 6.6 (4341.8) (4389.3)
Western Europe 107885 16.6 15804.1 6.4 (5608.1) (5015.6)
of which EEC (12) 9551.0 16.7 135128 54 (4650.7) (3961.8)
Eastern Europe and USS.R. 1013.1 -37.2 386.8 152 1266.3 626.3
ASIA-PACIFIC 132625 18.4 15356.6 55 (3438.1) (2094.1)
Asia 12406.7 19.6 145712 5.1 (3585.3) (2164.5)
of which Japan 70739 18.5 7550.3 -1.1 (1692.4) (476.4)

" China 1437.7 279 7709 36.2 541.7 666.8

Pacific 8558 27 785.4 144 1472 704
LATIN AMERICA 33520 -0.1 41494 41 (638.5) (7197.4)
South America 17189 41 21427 12.6 (112.7) (423.5)
Central America and Caribbean 1633.1 44 2006.7 -36 (525.8) (373.6)
AFRICA-MIDDLE EAST 2126.8 6.0 14648 -12.1 3610 662.0
Middle East ‘ 12747 144 704.6 715 484.2 570.1
Africa 852.1 46 760.1 -248 (123.2) 920
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Canada’s trade with other regions was strongly
influenced by the debt situations of a number of developing
countries, by the continued weakness in petroleum prices,
and by developing regional tendencies. There was an
overall decline of 4 per cent in Canadian exports to South
America. Imports from South America rose 12.6 per cent,
contributing to needed foreign receipts. The most striking
feature of trade with Africa was the decline in Canadian
trade with the Customs Union of Southern Africa —

a 58 per cent drop in imports and a 25 per cent drop in
exports.

The commodity composition of Canadian trade

Canadian exports increased in 1987 in every major category
except for that of end products, where there was a small
decline, from $52.7 billion in 1986 to $51.9 billion in 1987.
This decline in manufactured exports stemmed from a
significant drop in exports of passenger cars and chassis and
somewhat smaller declines in telecommunications equip-
ment. There was a recovery in exports in most of these
categories early in 1988.

Among the export categories that grew strongly in 1987
were lumber, wood pulp, crude petroleum, natural gas,
copper, nickel, aluminum, inorganic chemicals, metal
fabricated base products, agricultural machinery, and office
machines and equipment. Wheat exports increased by $400
million. On the other hand exports of iron ore and of
sulphur declined.

Among imports there were strong increases in crude
petroleum, coal, steel rods, metal fabricated base products,
electronic computers, trucks, apparel and accessories,
semiconductors, industrial machinery, plastic materials,
paper and paperboard, medical supplies and equipment,
aluminum, and aircraft engines and parts.

The structure of Canadian trade over this period
continued to reflect some of the basic features of Canada’s
economic interdependencies. Manufactures featured
somewhat more frequently in Canada’s exports to the
United States than to other developed regions, and were
strongly influenced by activities under the Canada-U.S.
auto pact. There were surges of trade in sectors such as
aircraft and other transportation equipment that made rates
of increase or decrease of little significance. There were
fewer manufactures in Canadian exports to Asian countries
than in those to other regions, reflecting, perhaps, the
peculiarities of the local distributional systems as well as the
ready availability of local products.

During 1987 the prices of Canadian exports rose on the
average by 2.8 per cent, while the prices of Canadian
imports rose by 0.6 per cent.

There was, in other words, a mild improvement in
Canada’s terms of trade.

Developments in trade policy

The cornerstone of Canada’s foreign trade policy — the
multilateral trading system — is based upon principles and
objectives embodied in the General Agreement on Tariffs
and Trade, and upon instruments and activities under the
auspices of the Organization for Economic Co-operation
and Development, the United Nations Conference on Trade

and Development and other multilateral and plurilateral
organizations and informed groups. Canada was active in
the full range of work of these bodies throughout the year
under review.

General Agreement on Tariffs and Trade

The agenda of the Uruguay Round of Multilateral Trade
Negotiations is the most comprehensive and ambitious yet
undertaken to strengthen the GATT and to bring about
further liberalization and expansion of world trade. Slated
for negotiations are market access (e.g., tariffs, non-tariff -
measures, natural resource-based products, textiles and
clothing); agriculture; tropical products; the GATT articles;
safeguards; MTN agreements and arrangements; subsidies
and countervailing measures; dispute settlement; trade-
related aspects of intellectual property rights; trade-related
investment measures; functioning of the GATT system; and
trade in services. Substantive progress has been made and,
in particular, significant negotiating proposals have been
tabled on reforming agricultural trade.

Canada is participating in substantive discussions with
China, Costa Rica and Tunisia with regard to their requests
to accede to the GATT. The negotiations are at various
stages. Tariff negotiations are underway with Costa Rica
and Tunisia and are due to begin with China during the
next year. Guatemala and Algeria have also indicated their
intention to become parties to the Agreement. Work
continued during the year to prepare the Canadian position
for negotiating tariff and other concessions with these
countries. :

Organization for Economic Co-operation and
Development

Canadian participation in the OECD was active during the
year. As in previous years, agriculture and other trade
interests were the focus of Canadian effort. At their annual
meeting in May, OECD ministers made encouraging
progress toward agricultural trade reform along principles
that reflected key elements of the Canadian proposal on this
subject. The ministers also reaffirmed their commitment to
the Uruguay Round and to the provisions of the Punta del
Este Declaration.

In addition to its continuing reviews of trade matters, the
Trade Committee addressed several important issues,
notably in support of multilateral trade negotiations, and
continued its surveillance of trade policy developments in
member countries. The conceptual work on principles and
rules of a potential multilateral agreement on trade in
services was substantially completed and similar work with
regard to trade-related investment measures made progress.
Trade with developing countries, with special reference to
newly industrialized countries, and the question of the
membership of the People’s Republic of China in the
GATT received increased attention during the year.

Since the launch in September 1986 of the new round of
multilateral trade negotiations, the Uruguay Round,
progress has been made on the full range of issues under
negotiation. This reflects the need to counter protectionism,
to address a deteriorating situation in world agricultural
trade and to strengthen the GATT. The MTN Trade
Negotiations Committee will meet at the ministerial level in
Montreal, December 5-9, 1988, to conduct a review and to
give direction to conclude the negotiations by 1990.



International trade ministers’ meetings
Canada’s Minister for International Trade attended in Mie,
Japan, a Quadrilateral Trade Ministers’ Meeting in April
1987. The discussions, which involved ministers of trade
from the United States, Japan, the European Community
and Canada centred on the Multilateral Trade Negotiations
taking place in Geneva. Bilateral trade disputes of broad
interest to ministers of other countries were also discussed.
Canada also took part in informal meetings of trade
ministers from a broad range of developed and developing
countries. The meetings, held in Indonesia in January 1988,
and in the Federal Republic of Germany in March, were
designed to develop a consensus in favour of promoting
rapid progress in the Geneva MTN.

International Trade Advisory Committee System

The purpose of the International Trade Advisory
Committee System is to provide a continuing, confidential,
two-way flow of information and advice between the
Canadian government and private sector on international
trade matters. This permanent advisory committee system,
which reports directly to the Minister for International
Trade, secks to ensure that the government has the benefit
of private sector views in its deliberations on international
trade access and marketing issues, both bilateral and
multilateral. The advisory committee system has two
components: the International Trade Advisory Committee
(ITAC) and the Sectoral Advisory Groups on International
Trade (SAGITs).

The ITAC has broad terms of reference on all
international trade matters including issues relating to trade
policy, market access and trade development. ITAC
membership is broadly representative and embraces
regional, sectoral and demographic interests. The ITAC
comprises approximately 40 members from the business,
labour, consumer, cultural, and research and academic
communities.

The SAGITSs interact with the government to ensure that
sectoral views are fully taken into account on international
trade matters. Their membership reflects regional,
subsectoral and demographic interests, as does the ITAC.
SAGITs typically have between 15 to 20 members, most at
the president and chief executive officer level. The SAGITs
that existed to advise the government-during the Canada-
USS. trade negotiations were as follows: Agriculture; Food
and Beverage; Fish and Fish Products; Minerals and Metals;
Energy Products and Services; Chemicals and Petro-
chemicals; Forest Products; Industrial; Marine and Rail
Equipment; Automotive and Aerospace; Textiles; Footwear
and Leather; Apparel and Fur; Consumer and Household
Products; Communications; Computer Equipment and
Services; Financial Services; General Services; Arts and
Cultural Industries.

The International Trade Advisory System is assisted by a
small secretariat within the Department of External Affairs
and, as required, other government officials are at its
disposal to provide information and briefing deemed
necessary by the Committee or Groups. In particular,
officials of the Trade Negotiations Office were actively
involved in the work of the ITAC and the SAGITs.

The ITAC met quarterly and approached its discussions
on the Canada-U.S. free trade negotiations by establishing a
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number of task forces which met outside the main commit-
tee structure, but were composed of committee members.
The task forces were assigned particular trade issues and
produced reports containing specific recommendations for
the review of the full ITAC. After consideration and
approval by the ITAC, the reports were then formally
submitted to the Minister for International Trade, who
attended all ITAC meetings.

The SAGITs met every six weeks on average. The
Minister for International Trade and other cabinet ministers
participated in many of the meetings. Most SAGITs
submitted formal reports to the Minister for International
Trade.

During the year, the secretariat organized three meetings
of the ITAC and 72 meetings of the SAGITSs, numerous
meetings of ITAC or SAGITs task forces, and also key
briefing sessions for [TAC/SAGIT members — one on
October 5, following the conclusion of the formal
negotiations, and the other on December 11 when the final
text of the Canada-U.S. free trade agreement was unveiled.

Industrial trade policy

Principal Canadian manufacturing industries such as
automobile and steel production continued in 1987 to face
trade-related pressures in domestic and foreign markets
despite strong domestic demand in the latter part of the
year. While these difficulties varied among industrial
sectors, they stemmed largely from continuing oversupply
in world markets and underlying requirements for further
restructuring of production facilities to meet evolving
demand conditions. A judicious mix of policy initiatives
was therefore needed to resist pressures to limit market
access for Canadian exports and facilitate longer-term
industrial restructuring. o

In the automobile trade, the informal understandings
with Japan and Korea under which those countries
restrained automobile exports to Canada were not renewed
in 1987. However, automobile makers in those countries
were asked to continue to exercise prudence in their exports
in order to avoid disruption in the Canadian market.
Automobile trade policy was more broadly reviewed in
relation to bilateral negotiations which resulted in entrench-
ment of the Auto Pact in the Canada-U.S. Free Trade
Agreement. Consultations were held with third countries to
reaffirm existing automotive trade commitments, and to
indicate the trade and investment-creating potential of
the Agreement.

Steel policy measures were adopted in 1987 to help
maintain access for Canadian exports. Steel export
monitoring commenced on June 1, 1987, to provide more
accurate information on the Canadian steel trade. These
initiatives supplemented existing policies to deal with .
problems facing the Canadian industry as a result of
continuing worldwide over-capacity, widespread subsidiza-
tion and the managed global trading environment for steel.
Measures already in place included the marking of steel
pipe and tube imports, from 1985, and carbon steel import
monitoring since September 1986. Comprehensive steel
trade monitoring was also initiated to help respond to
concerns that Canada was being used as a back door for
foreign steel shipments destined for the United States.



In May 1987 Royal Assent was given to Bill C-57, an
Act to Amend the Export and Import Permits Act which
provided authority to add a certain type of steel or a certain
product made of steel to the Export or Import Control Lists
for the purposes of collecting information. Effective June 1,
1987, carbon steel was added to the Export Control List
and specialty steel (stainless) was added to the Import
Control List for the purposes of monitoring. To ensure
compliance with the program, audits of company records
are undertaken periodically. Monthly reports on both
imports and exports of steel are published by the
Department.

In addition, Canada withdrew the General Preferential
Tariff on steel imports from February 1987 after a
determination, in response to steel industry and labour
representations, that the Canadian industry was being
seriously affected by excess supply, and depressed world
demand and prices. An agreement was negotiated with
Spain to provide access for Canadian steel exports in 1987
under the safegnard action taken by that country under
GATT Article XIX against steel imports to Spain from
countries outside the EC. Canada continued support for
greater international co-operation in the OECD Steel
Committee to address adjustment issues in the steel
industry.

The Department continued seeking to ensure that
Canadian industrial development initiatives benefited from,
and were consistent with, Canada’s obligations under
international trade disciplines. Such efforts were undertaken
in relation to sectoral policy reviews of the automobile and
automobile parts industries, the Canadian tariff regime for
railway freight cars, restructuring of shipbuilding industries,
drawback of anti-dumping duties on steel and duty
remission orders on imports of manufactured products.
Canada continued to be active in the OECD committees
dealing with industry, technology, science and regional
development issues.

The implications of technical standards for Canadian
exports required increased attention during the year.
Particularly significant were foreign government measures
including phytosanitary regulations on forest products and
prohibition on imports of meat from livestock reared with
growth-producing hormones. Proposals to restrict imports
of asbestos-containing products were a continuing area of
concern. Canada undertook bilateral consultations with
several countries on some of these issues and participated in
discussions of others under the GATT Agreement on
Technical Barriers to Trade (the Standards Code). Attention
was also given to Canadian interests in strengthening
disciplines of the GATT Code to deal with issues involving
technical standards. The Canadian Enquiry Point under the
Code received 199 notifications of new standards regula-
tions in other countries and issued 24 from Canada. During
the year, 182 enquiries were made by 19 countries about
Canadian notifications, an increase of 28 per cent.
Canadian enquiries grew by 6 per cent to 39.

Agricultural trade policy . ‘
Although the crisis in agricultural trade persisted during
1987, a number of developments may enable progress to be
made towards long-term solutions before the end of the
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decade. Prices remained severely depressed during the year,
as the competition in export subsidies between the United
States and the European Community continued. The ,
severity of the crisis was such, however, that all the major
agricultural countries began to address it and discussion of
possible solutions began in earnest. The GATT Multilateral
Trade Negotiations were the preferred forum for addressing
the situation.

In May, at the OECD Ministerial Meeting, a major study
of “National Policies and Agricultural Trade” was endorsed
by ministers, as were a number of country studies. They
identified excessively generous national support policies in
the OECD countries as the root cause of the problems in
agricultural trade. To resolve the problems, ministers
committed their countries to a set of principles for reform,
designed to make agriculture more market-oriented by
reducing government support, eliminating trade-distorting
domestic policies and improving market access. Canada
supports the OECD’s continuing monitoring of policy
developments and assessment of the impact of policy
changes.

At the 1987 Venice Economic Summit, Prime Minister
Mulroney again raised the issue of agricultural subsidies and
obtained commitments from the Summit participants to an
early tabling of negotiating proposals at the Uruguay
Round of GATT negotiations taking place in Geneva. The
United States was first to follow up in July, followed by
Canada, the Cairns Group, the European Community, the
Nordic countries and Japan during the autumn of 1987.
Although the proposals offer different orientations to
solving the current problems, most share a commitment to
address the fundamental causes of the crisis and common
ground has been established as a basis for work on a long-
term framework for agricultural trade.

The Department’s efforts have focused on the activities of
the Cairns Group of 13 smaller “fair traders in agriculture,”
whose members are Argentina, Australia, Brazil, Canada,
Chile, Colombia, Hungary, Indonesia, Malaysia, New
Zealand, the Philippines, Thailand and Uruguay. Together,
they account for approximately one-quarter of world
exports of agricultural products.

The Cairns Group held two ministerial meetings in the
last twelve months. At the Ottawa meeting held on
May 21-23, 1987, the Group endorsed the position Prime
Minister Mulroney had decided he would adopt at the
Venice Summit. At the meeting in San Carlos de Bariloche,
Argentina, on February 23-27, 1988, ministers reviewed
progress in the MTN and agreed that the Group would
further elaborate its position in the MTN before the
summer of 1988. Members share the objective of a long-
term liberalization of agricultural trade and have acted as a
“third force” in the Uruguay Round of GATT negotiations,
trying to bridge the gap between the United States and the
European Community. The Cairns Group has been very
effective in bringing attention to the plight of smaller
exporting countries and in putting together a number of
concrete proposals which have helped to advance
discussions in the Uruguay Round.

Resource and commodity trade policy
Canada participates in a number of international
commodity organizations of which three were created by



international commodity agreements (tin, natural rubber
and coffee) with economic provisions designed to provide
stability to the respective international markets.

The Sixth International Tin Agreement continued to
devote considerable effort to defending itself in litigation
resulting from the collapse of the tin market in 1985. In
another development, the International Rubber Agreement
was signed by the requisite number of producers and
consumers to maintain the buffer stock through its interim
period before the second agreement is expected to come
into force (January 1989). Canada did not sign and must
therefore decide whether or not to accede after entry into
force. Canada chaired the International Coffee Council
negotiation at which revised export quotas were agreed,
and the International Coffee Agreement was then
reactivated.

Canada also participates in several important specialized
commodity forums which foster discussions between
governments (often with industry advisors) on matters
related to the production, consumption and international
trade of specific products. The International Wheat Council
is one such consultative body that has its origins in an
international commodity agreement. The 1988 International
Sugar Agreement is currently limited to a consultative
framework, due to failure to reach agreement on pricing
and other provisions to stabilize the international sugar
market. Canada continued to be an observer at the
International Cocoa Agreement, which entered
provisionally into force in January 1987.

Canada supports the International Jute Agreement,
which does not contain price stabilization provisions but
focuses on increasing consumer awareness for jute and jute
products, and research and development in new uses for
jute. Preparations for the renegotiation of the first Inter-
national Jute Agreement will begin in 1988 and will be
completed in 1989.

In May 1986 Canada joined the International Tropical
Timber Organization. This body was created for the
purpose of establishing reliable data on markets and market
structures in order to improve the assessment of world trade
in tropical forest products and tropical forest management
and development. The International Tropical Timber
Agreement comes up for renegotiation in 1990, at which
time its focus may expand to include a range of
environmental issues.

International support for open discussion among
government experts on matters relating to trade in minerals
and metals encouraged Canada to assume a leadership role
in promoting the creation of an International Nickel Study
Group along the lines of the International Lead Zinc Study
Group. The latter is also the proposed model for another
study group proposed by the United States’ copper industry
and supported by Canada and other major producers and
consumers, for which a negotiating conference on the terms
of reference was called in June 1988.

In May 1986 the International Labour Organization
(ILO) adopted a convention on safety in the use of asbestos,
which embodied Canada’s controlled-use approach. This
ILO Convention is now open for ratification by member
countries and Canada began taking steps for obtaining
provincial concurrence leading to Canadian ratification.
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Canada participated in the third UNCTAD ad hoc
Intergovernmental Group of Experts meeting on iron ore,
where it was agreed that sufficient intergovernmental
interest in iron ore trade existed to warrant future ad hoc
meetings within UNCTAD. The next meeting was
tentatively set for October 1989,

Canadian delegations have been regular participants in
the OECD High Level Group on Commodities, the
UNCTAD Committee on Commodities, WHO and FAO
Committees and related agencies, and the UN Economic
Commission for Europe. Within these organizations
Canadian officials and their industry advisors have pursued
Canada’s interest in a wide range of specific commodity
questions regarding, inter alia, changing product standards,
evolving health and safety requirements, and global
production and consumption trends.

Agreement on government procurement

Canada participated in the negotiations that produced an
accord to improve the procedures of the Agreement on
Government Procurement. The improvements came into
force on February 14, 1988. The Agreement, to which the
major industrialized countries adhere, opens up a portion of
the procurement of goods by its member governments to
international competition.

Liquor boards

A GATT panel, established at the request of the European
Community, found that certain Canadian provincial liquor
board practices on pricing, listing and distribution discrimi-
nate against imports of alcoholic beverages and are inconsis-
tent with GATT rules. Canada has been asked to have the
provinces bring their practices into line with international
trade rules and report back to the GATT before the end

of 1989. '

Harmonized system of tariffs

Work continued in preparation for the implementation by
Canada and our trading partners of the Harmonized System
(HS) within the GATT, and negotiations continued seeking
to ensure that tariff conversions were as neutral as possible.
In December 1987, Canada re-bound its tariff schedule in
the GATT in its HS format, and also became a signatory to
the Harmonized System Convention of the Customs
Co-operation Council in Brussels. On January 1, 1988,
Canada and over 40 of its trading partners implemented the
HS, with the notable exception of the United States (which
is expected to implement by January 1, 1989).

Pacific salmon and herring

Canadian regulations under the Fisheries Act prohibit the
export of Pacific sockeye and pink salmon and herring
unless it has been processed in a federally certified plant in
British Columbia. U.S. fish processors petitioned the U.S.
government under Section 301 of the Trade Act,
complaining that Canadian fish processors were buying
significant quantities of unprocessed Alaskan salmon and
herring while they were denied access to unprocessed
salmon and herring from British Columbia. After two
rounds of bilateral consultations, the United States took the
complaint to a GATT panel. In November 1987, the panel
made its finding that Canada’s export restrictions were



inconsistent with the GATT. The report was formally
adopted at the GATT Council meeting on March 22, 1988.
The Minister for International Trade announced that the
Canadian government intended to act by January 1, 1989,
to remove the regulations. At that time, the government
will put in place a GATT-consistent landing requirement
covering Pacific salmon and herring in order to address
specific fishery conservation, management, inspection and
quality control concerns.

Enlargement of the European Community

Subsequent to the entry of Spain and Portugal into the
European Community, Canada and other trading partners
have been engaged in negotiations on compensation for the
resulting impairment of market access to the EC. Five
rounds of negotiations between Canada and the EC have
been held since November 1986. No formal negotiating
sessions have been held since the summer of 1987 when a
deadlock developed over the issue of whether Portugal had
granted a tariff concession in 1961 to Canada on wet salt
cod. The Director-General of the GATT has agreed to
referee the dispute. It is expected that negotiations between
Canada and the EC will be concluded by the autumn

of 1988.

U.S. customs user fees

In October 1986 the United States imposed an ad valorem
fee on most imports. Canada and the European Com-
munity contested this fee and after consultation with the
U.S,, requested formation of a GATT panel. The panel
ruled that the fee, as structured, violated the U.S.’s GATT
obligations because it charged for services not related to
imports and the fees charged were too high. The U.S. was
asked to change the fee. Canada would be completely
exempt from the U.S. customs user fee within five years
under the Free Trade Agreement.

U.S. Superfund legislation

At the request of Canada, Mexico and the European
Community, a GATT panel investigated the U.S. Superfund
legislation. In June 1987, the panel found that the U.S.’s
discriminatory tax on imported oil was inconsistent with its
obligations under GATT, and the U.S. was asked to remove
the discriminatory aspects of the tax.

Japanese tariff on SPF lumber

Japan imposed an 8 per cent tariff on Spruce-Pine-Fir
(SPF) dimension lumber while allowing dimension lumber
from other species of wood to enter duty-free. The tariff
restricts Canadian access to a rapidly expanding market that
was originally developed by Canadian industry. After
consultations with Japan, Canada requested a GATT panel
to examine its complaint that the discriminatory tariff
treatment is illegal under international rules. Japan agreed
to the formation of the panel at the March 1988 GATT
Council meeting.

International trade development

Agriculture, fish and food

The Agriculture, Fish and Food Products Bureau provides
leadership for the government’s international trade activities
for all primary agriculture, fish and food products except
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grains and oilseeds. It was responsible for the development
of international fisheries relations policies and of Canadian
positions in a number of multilateral fisheries organizations.
It was involved in numerous export market development
projects, ranging from promotion of Canadian food
products in Florida supermarkets to the organization of
agricultural and food buyers missions from Greenland.

A market development strategy report entitled The Agri-
Jood Market in China: How Can We Improve Canada’s
Export Performance was completed and was the subject of
consultations with provinces and the private sector. Similar
market development strategies for Mexico and South Korea
are due for completion next year. The “Buyer Connection
Program,” implemented in 1987 to obtain greater
acceptance of Canadian agri-food and fish products in the
American market, was retained to capitalize upon market-
ing opportunities that would become available to exporters
under the Free Trade Agreement with the United States.

A meeting was organized in January of provincial
representatives and DRIE regional officers engaged in
export market development for the agri-food and fish
sector. These annual meetings are designed to improve
co-ordination among provincial and federal departments
concerned with agri-food export development. Officers
from Agriculture Canada and Fisheries and Oceans Canada
participate.

The Department of External Affairs and Agriculture
Canada began identifying technical impediments to trade
which could be met by Export Expansion Fund initiatives
and could enhance the Fund’s planning process. Under the
auspices of the interdepartmental Committee for
International Trade Development and the federal-provincial
Market Development Council, 2 computerized inventory
was begun for all federal and provincial agri-food market
development activities, market research and promotional
material. The Bureau is responsible for managing Canada’s
agri-food reporting and market intelligence program, under
which 149 scheduled reports are required from Canadian
missions abroad. In addition to External Affairs these go to
government departments and agencies and private sector
trade and industry associations.

In the processed food sector, programs were designed to
identify opportunities in export markets, promote sales
through trade fairs, monitor trade flows and otherwise assist
Canadian companies to export.

The Bureau participated in four international trade
shows: ANUGA in Cologne, MEFEX in Bahrain,
FOODEX in Tokyo and the Food and Equipment Trade
Exposition in San Juan, Puerto Rico. Seven “solo” food
shows were organized in Albany, Boston, Buffalo, Chicago,
Cleveland, Minneapolis and Seattle as well as a special
Philadelphia wine and cheese fair. It also participated in
three regional trade shows: the Mid-west Hospitality Fair,
and the California and Arizona grocers associations’ trade
fairs.

New initiatives included a consumer promotion with a
major Florida supermarket chain which featured Canadian
products in its 135 stores. A wine tasting was organized for
selecting Canadian wines to be served at official functions
in Canada and at missions abroad. Assessment was made of
export opportunities in Australia and New Zealand and a



Canadian food fair was organized with a department store
chain in New Zealand. '

In response to growing concern over fur-related issues
and their international implications, the Department
secured funding for an International Fur Communications
Program to be administered by the Fur Institute of Canada.
This activity has been co-ordinated with the Fur Council of
Canada and Indigenous Survival International to maximize
support from the fur industry. The Department was the
major contributor to the prestigious Indigenous Exhibit at
the Museum of Mankind in London in order to heighten
public awareness about indigenous lifestyles and the
aboriginal peoples’ reliance on the fur trade. It also
participated in the newly created Fur Alliance, resulting in
a co-ordinated Canada-U.S. fur support effort.

In the fisheries and fish products sector, activities were
undertaken in both trade promotion and international
fisheries relations. Two fisheries missions were organized,
one to acquaint Canadian seafood exporters with
opportunities in the German market, and the other to
establish Australia as a new market for the under-utilized
hake resources found on the Pacific and Atlantic coasts.
The Bureau was active in the new and rapidly growing
aquaculture sector with a presentation at an investment
seminar on the Canadian aquaculture industry in
conjunction with Aquanor in Norway.

The Bureau continued participation at major seafood
shows in the United States and used a custom-designed
generic display at shows in Boston and Orlando. It was also
involved in organizing recruitment for ANUGA 87 in
Cologne, where record on-site sales of seafood were made.

Two special projects were executed under PEMD — one
to the British Columbia Salmon Farmers Association for a
long-term market development program, and the other to
the Fisheries Council of Canada to support a “Taste of
Canada” day in conjunction with the International Seafood
Conference in Monaco. Three major multi-year PEMD
projects for large seafood exporters were continued.

In the area of international fisheries relations the Bureau
served as the departmental co-ordinator. It participated in
preparing the Report of the Federal-Provincial Working
Group on Foreign Overfishing and in co-ordinating the
Department’s response. It helped shape the response to the
Report of the Royal Commission on Seals and Sealing in
Canada. It was involved with the GATT Panel Report on
West Coast salmon and herring and with GATT Article
XXIV.6 negotiations on Enlargement of the European
Community. It advised on fisheries relations and partici-
pated in bilateral discussions with the EC, Japan and other
countries. An undertaking was secured from the Federal
Republic of Germany to amend its import regulations to
remove fresh, chilled and frozen Pacific salmon from the
regulations related to endangered species.

The Bureau participated in a special meeting of the
Northwest Atlantic Fisheries Organization to revise the
Joint International Enforcement Scheme. It also co-
ordinated government positions and participated in the
Fisheries Committee of OECD, the North Adantic Salmon
Conservation Organization and the International North
Pacific Fisheries Commission, and was involved in
multilateral discussions for establishing a scientific
organization for the North Pacific.

14

In the primary agricultural products sector, the Bureau
continued to promote Canadian purebred livestock and
genetic material through participation in international
livestock shows in Brazil, Australia, U.K. and Western
Europe, and in other agricultural events in China and
Southeast Asia.

Incoming missions were an effective trade promotion
tool for both plant and animal genetic material, acquainting
visiting buyers and quarantine officials with Canadian
production conditions, health standards and inspection
systems, normally a key factor in the decision to acquire
breeding stock or hybrid seed from Canada. Several such
groups sponsored during the year were organized to include
the Royal Winter Fair in Toronto or the Western Canadian
Agribition in Regina in their itinerary. Resulting sales
included breeding goats to Brazil and Venezuela, dairy
cattle and semen to Portugal, embryos to Australia, and
swine breeding stock to Thailand and Malaysia. Other
missions included seed potato delegations from Jordan and
Saudi Arabia to the Maritimes, and British apple buyers to
British Columbia. Two feature films on Canadian beef and
dairy cattle were produced in Spanish, Portuguese, Russian
and Mandarin versions.

The rapid increase in production of pulses and special
crops in Canada was expected to continue. A pulse crop
display kit was distributed to increase product awareness in
offshore markets and support promotional efforts of
Canadian exporters. Newly formed industry associations
were supported in developing their market strategies.

Use of the PEMD Special Activities program is an
essential ingredient in the marketing activities of many
product associations in the primary sector. The Bureau
processed over 30 projects, mostly for “generic” promo-
tional activities, e.g., by livestock breed associations, and by
dehydrated alfalfa, pulse crop or nursery trade organiza-
tions. New markets for peas and lentils, a reduction in the
tobacco surplus, and increased exports of seeds for sowing
($77.5 million in 1987 — up 37 per cent from 1986) are
considered to be due at least in part to this kind of support.

Market access for agricultural products in certain regions
of the world remains difficult. Efforts continued during the
year toward secure access for Canadian seed potatoes to the
EC, chopped hay, fresh apples, cherries, tomatoes and sweet
peppers to Japan, and dehydrated alfalfa products to Korea.

Advanced technology marketing

The rapid evolution of informatics, remote sensing,
instrumentation and telecommunications technologies
continued.

As users in the private and public sectors in Canada and
abroad enter previously uncharted territory, market profiles
change in practically all countries. The marketing promo-
tion task becomes more complex, and marketing strategies
concentrate on more specialized segments or “niches.” The
majority of Canadian trade offices abroad consider
communications and informatics to be the major sector of
concentration. The Department has continued to assist
Canadian advanced technology companies to develop
export markets by identifying products with high export
potential and preparing export marketing strategies; co-
ordinating intragovernment advanced technology marketing
initiatives; and serving as a focus of expertise within the



government for information on international marketing
plans and activity of Canadian advanced technology
companies. :

The Canadian telecommunications industry, (with a
financial contribution from the Department) supports the
Telecommunications Executive Management Institute of
Canada in Montreal. It seeks to expand Canada’s export
trade in telecommunications goods and services and to
enhance the skills of executives from the telecommunica-
tions authorities in developing countries. It began a series of
management training courses for senior executives during
the past year. .

Canadian remote sensing firms have successfully
demonstrated their product and service capabilities in
systems hardware and software to potential buyers in new
markets in Asia, Australia, Africa and Latin America.
Specialized software packages for primary and secondary
industrial processing and for a variety of office management

. functions have found new markets in Europe, Asia and
Latin America. '

The Department has produced sourcing manuals,
promotional directories and specialized information
brochures on computing, electronic, remote sensing and
telecommunications products and a rural telecommunica-
tions project planning guide aimed at increasing inter-
national awareness of Canadian capabilities among foreign
technical, planning and procurement managers.

Tourism program abroad

Tourism contributes significantly to Canada’s international
trade and balance of payments and it stimulates economic
growth and prosperity in all provinces. In 1987, foreign
visitors spent some $6 billion in Canada, making tourism
the third-largest single foreign exchange earner. It provides
direct employment for nearly 600 000 Canadians. The
Department is responsible for Canada’s Tourism Program
abroad, effected through trade commissioners at missions
overseas and in the key market of the United States.

A Tourism Unit was established to provide operational
direction to missions and to serve as departmental focal
point for tourism-related matters.

Overseas, the priority markets for the promotion of
tourism to Canada are the United Kingdom, France, West
Germany and Japan. The Department also has officers
assigned to the Tourism Program in the Netherlands, Hong
Kong, Australia and Mexico.

A record total of 23 million visits to Canada from
foreign countries was made in 1987, an increase of 12 per
cent over 1986 which included EXPO 86 in Vancouver.
Although the number of U.S. tourists declined by 6.4 per
cent during 1987 over the exceptional figure for 1986, the
general trend is upward compared with previous years with
a 10.2 per cent increase over 1985. In 1987, Canada
received a total of 12.7 million U.S. visitors.

Export programs and services

Canada Export Trade Month

Canada Export Trade Month is a national program led by
the Department and implemented by the federal and
provincial governments and the private sector. Each
October, business groups, industry associations, govern-

ments and academic groups co-operate, through seminars,
conferences and expositions, to spread the message that
“Exports Build Canada.” In October 1987, the fifth Canada
Export Trade Month, 150 different events were held
including seminars and workshops, information sessions,
speaking engagements, educational events, incoming and
outgoing missions, trade shows, exhibits, tours and awards
presentations honouring outstanding Canadian exporters.

Export Marketplace

To inform exporters and firms ready to export of the
services available to assist them, and market opportunities
identified by the Department’s missions, the Department
organizes Export Marketplace during Canada Export Trade
Month, its largest single domestic export awareness pro-
gram. In October 1987, the third year of Export Market-
place, trade commissioners from missions abroad met with
new exporters to discuss potential opportunities in 35
different markets. These meetings were held in 21 cities in
Canada, and trade promotion specialists met with nearly

2 (000 companies in over 6 500 interviews.

The Canada Export Awards

Since its inception in 1983, winning a Canada Export
Award has been a highly regarded achievement for
companies proud of their export success and has been
useful to them in promoting their international and
domestic sales and in motivating their employees.

In October 1987, at the annual meeting of the Canadian
Exporters” Association, the Minister for International Trade
presented awards to the following 12 successful exporters:
Abegweit Seafoods Inc.; C-E Canada Power Systems, a
division of Combustion Engineering Canada Inc;
Connaught Laboratories Ltd.; Exeltor Inc.; Fishery
Products International Limited; Hybrid Turkeys Inc.;
Knelson International Sales Inc.; Lab-Volt Limitée;
Noranda Forest Sales Inc.; The Radiochemical Company
(RCC), a division of Atomic Energy of Canada Limited;
Saskatoon Chemicals Ltd; and, Westronic Inc.

Federal-provincial co-operation

The Department continued to improve the process of
consultations with provincial government departments
responsible for trade. Federal-provincial ministers
responsible for international trade met in Quebec City in
May to discuss a wide range of trade issues; the agenda
reflected a commitment to improve access to overseas
markets, enhance trade competitiveness and strengthen
international marketing effectiveness. This process of co-
operation was continued by meetings between departmental
and provincial trade officials in every province, with the
objective of co-ordinating Canada’s trade promotional
efforts abroad.

During the year, a pilot project to accommodate
provincial trade representatives in missions abroad placed
officers from British Columbia in Hong Kong and
Diisseldorf, and from Ontario in Seoul.

Montreal initiative

In April, the Department submitted to the Ministerial
Committee on the Development of the Montreal Region its
response to the recommendation of the Picard Consultative
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Committee Report in the area of international trade and
finance. In November, Cabinet approved an Omnibus
Memorandum on the development of Montreal, which
included new international trade initiatives estimated at

$2 million. The Department’s detailed annual implementa-
tion plan was subsequently approved by the Montreal
Executive Committee.

Trade facilitation

Work continued on the Trade Facilitation Program to
improve procedures and documentation used in inter-
national trade. Its current emphasis is to enhance Canadian
competitiveness by streamlining international documents
and by participating in the development of an international
standard for computerized communication of information
used in international trade.

Assistance to the Electronic Interchange Council of
Canada was extended to help it hold information seminars
across the country. The Department represented Canadian
interests in international bodies working on standards and
documentation and on such issues as pre-shipment

inspection.

Centres for International Business Studies

The Department continues to sponsor centres at Dalhousie
University, Montreal’s Ecole des hautes études commer-
ciales and the universities of Western Ontario, Manitoba
and British Columbia. The objective is to enhance the
quality of management in Canadian business, particularly in
the export community, through the study of international
business practices and techniques. The program is directed
to providing business with university graduates who have
an understanding of international business issues; providing
business managers with programs to extend their skills in
international marketing and business; encouraging research
on international business issues; and providing materials
for teachers.

Liaison with the business community

The Department has been increasing liaison with industry
and trade associations. Regular meetings were held during
the year with committees of the Canadian Chamber of
Commerce, the Canadian Exporters’ Association and other
national organizations. Over 200 individual industry and
trade associations were invited to Ottawa on two occasions
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to receive briefings on the Canada-U.S. Free Trade Agree-
ment, and were provided with the Department’s trade and
investment promotion plans for review and comment.

Investment and technology development

Foreign investment development

With the government’s investment promotion program
entering its third year, the year under review was one of
new records in investment interest in Canada and in
investment flows — with total foreign direct investment
increasing from $92.5 billion in 1986 to $103.1 billion in
1987, an increase of 11 per cent. The United States
continued to be the largest single source of foreign direct
investment but in a decreasing percentage; the United
Kingdom, the Federal Republic of Germany, the
Netherlands, Japan, France and Switzerland were the
remaining major sources. The major growth sources are
Japan, West Germany, the Netherlands, Switzerland and
France, with increases ranging from 130 to 500 per cent. In
addition, significant new investment flows came from
Australasia, Hong Kong, Italy and Sweden. These figures
reflect promotional initiatives undertaken by departmental
personnel at some 43 investment promotion missions
abroad. While the Department has focused on markets
where it maintains investment counsellors recruited from
the private sector to service the U.S., UK., France,
Germany, and Japan, other centres of investment potential -

~

have received attention through Canadian trade commis-
sioners stationed in other European countries and countries
in the Pacific Rim.

The investment promotion program abroad is supported
by Investment Canada and DRIE and entails co-operation
with provincial governments. Increasing attention has been
given to foreign investment which serves to bring new and
competitive technologies into Canada.

Technology Inflow Program

The Technology Inflow Program (TIP) was begun in
January 1986 to assist Canadian small- and medium-sized
enterprises to acquire the foreign technology innovation
needed to produce new or improved products, processes or
services. The goal is to increase the competitiveness of
Canadian industry.

The two main elements of the program are (a) TIP Post
Services — specially recruited staff at missions abroad who
respond to requests from Canadian organizations to identify
sources of new or emerging technologies, investigate
opportunities for licensing or joint ventures, and arrange to
bring together prospective partners; and (b) TIP Fund —
this fund provides financial support to defray the costs of
exploratory or working visits abroad by Canadians, visits
by foreign experts to Canada, or the international costs of
joint ventures or joint research and development projects.
Support is directed primarily at small- and medium-sized
enterprises.
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During its second year of operation, the TIP Post Service
responded to over 1500 requests and the TIP Fund sup-
ported 164 projects. It is estimated that about 500 of the
requests will lead to follow-up action regarding the transfer
of technology to Canada. Of the 164 projects supported,
158 resulted in the acquisition of in-depth knowledge of a
foreign technology, 66 resulted in a letter of intent to
transfer technology or to collaborate in joint ventures, and
some 40 are expected to result in development of new or
improved products or processes.

Science and technology policy

The inherent international nature of science and technology
has focused increasing attention on policy issues ranging
from trade-related impacts of technology flow through
intellectual property issues to provision of an international
context for the government’s Innovation Program. Canada
participated in many UN bodies dealing with science and
technology policy, both in defending Canadian €COnomic
interests and promoting effective application of science and
technology to the problems of developing countries.

Bilateral science and technology collaboration

The Department was involved during the year with many
countries to enhance economic development goals in a
broad range of science and technology sectors. Collabora-
tion with Japan, the United Kingdom, West Germany,
France, the European Community and other industrialized
countries was pursued. Continuing collaboration with the
United States is extensive and mostly without formal
government relationships.

Communications : :

The increasing convergence of communication, computer
and information technology has been of growing signifi-
cance to the world economy. During fiscal 1987/88 trade in
services was of special international interest. Prospects for
increased competition in international communications led
to discussions of means to ensure an orderly evolution of
international markets. Exploratory work continues to be
done by the Information, Communication and Computer
Policy Committee of the OECD, whose High-Level
Meeting in December 1987 addressed three principal
themes: information and communications technologies for
economic development, telecommunications policies, and
international rules of the game.

Practical requirements for operational space in the radio
spectrum were resolved, in part, at the ITU World
Administrative Radio Conference for the Mobile Services.
In particular, the Conference took decisions that will permit
the introduction of Canada’s M-Sat mobile satellite system.

Transportation

In international aviation ad referendum agreements were
reached with the People’s Republic of China, Hong Kong,
Singapore, Egypt, Ivory Coast, Venezuela and the United
Kingdom. During the year, the ad referendum agreements
with Portugal, India and Ivory Coast were formally signed
and brought into force. Negotiating rounds continued with
Ireland, Saudi Arabia and the Republic of Korea while
consultations continued with the United States to explore
ineans of safeguarding and further expanding the frame-
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work of international passenger and cargo services by
Canadian airlines.

Combatting international terrorism has become a specific
objective in bilateral air negotiations. To this end Canada
seeks inclusion of tough security provisions in all new
bilateral agreements. A key element of Canada’s participa-
tion in the International Civil Aviation Organization
(ICAO) was the development of an aviation security
convention.

A similar convention for maritime security was
concluded in Rome under the auspices of the International
Maritime Organization (IMO). The Department assisted
Canadian participation in the broad range of IMO activities
directed at safe navigation and the prevention of pollution
at sea. The Department participated in preparations for
review of the UNCTAD Code of Conduct for Liner
Conferences (with implications for ocean carrier-shipper
relations and national fleets) and for the Thirteenth Session
of the UNCTAD Committee on Shipping, which addressed
structural and economic problems in international shipping.
In the UN Economic and Social Council (ECOSOC)
Canada successfully argued for more resources and
attention to ensure the safe movement of dangerous goods.

A conference in June was co-sponsored by the
Department with the Exporters’ Coalition on Canadian
Maritime Policy; difficulties in shipping to the developing
world were assessed and recommendations were formulated
for possible remedial action. Individual Canadian exporters '
and ocean carriers received support in coping with prob-
lems in transportation to other nations. Transportation
problems arising from restrictive practices of certain
countries became sufficiently acute to cause Canada to join
with other Western nations in joint diplomatic approaches

- to loosen restraints.

Export finance, capital projects, PEMD

Export financing

Financing is a key factor in any export sale and in
increasingly competitive and complex international markets
the traditional forms of export financing are often no longer
available nor appropriate. The Department works with
other government entities to ensure exporters’ needs are
recognized and to provide exporters with advice on
potential sources of export financing. New procedures
governing the EDC Canada Account were put in place and
between September 1987 and March 1988 the Muinister for
International Trade issued $1.2 billion of preliminary
Canada Account financing support to Canadian exporters.
To expedite routine transactions, a process was established
to reduce the time required to obtain final authorization of
Canada Account financing. Exporters are now informed
from the outset if, for repayment risk reasons, a country
would not be eligible for Canada Account support.

The Department continued to work on OECD consensus
issues related to export credits, to ensure discipline and
transparency of the international rules applied to export
financing. As international financing institutions such as the
World Bank offer substantial opportunities for Canadian
exporters, the Department has continued a program of
information and assistance, both in Canada and abroad, to



encourage greater Canadian participation in projects
financed by the institutions. Countertrade is another source
of financing in demand in the international marketplace as
an alternative or complement to more traditional export
financing. To strengthen Canada’s ability to respond to
countertrade demands in one of the most active areas, a
study was published on the Canadian countertrade
experience in Eastern Europe.

Capital projects

In response to exporters’ requests for a focal point for
overseas capital projects, attention was paid to the need for
better and earlier information on project opportunities and
advice to exporters on how best to pursue projects. The
Cost Recoverable Technical Assistance Program, designed
to provide public sector expertise in support of Canadian
project bidding abroad, was extended for two years and is
being promoted to exporters as a means of strengthening
their project capability.

Trading houses

Trading houses are a good means for introducing small
business to international markets. The Department co-
sponsored over 20 seminars across Canada aimed at
informing the public and private sectors of the role and
function of trading houses. These were held in co-operation
with the Council of Canadian Trading Houses, which is

repaid if sales materialize as a result. The Department
assists exporters by organizing a number of trade fairs or
missions to which it invites Canadian companies to partici-
pate at a cost-sharing fee, or responds to requests from
Canadian companies to assist their efforts through a
conditionally repayable contribution for the purpose of
market identification, trade fair attendance, project bidding,
establishment of sales offices abroad or consortium
formation. The PEMD budget now stands at $34 million,
which is 70 per cent of the 1984/85 level.

Measures have been taken to increase cost effectiveness
of PEMD program government-initiated trade fairs and
mission activities and in the industry-initiated part of the
program, which remains responsive to industry demand.
Improved monitoring led to improved export sales
reporting. In the years preceding PEMD restructuring,
reported export sales levels were usually below $500
million; the level reported in 1987/88 was in excess of
$830 million. The higher sales were accompanied by higher
repayment levels. In the year under review, repayments
were close to $5 million, compared to earlier levels of
below $2 million.

The number of PEMD applications received dropped by
about 9.5 per cent to some 4 000, of which 2700 were
approved with a value of $22 million. The decline in
applications is attributable to a healthier economy which
has reduced corporate incentive to pursue new export

supported by the Department.

ppo y pa markets, elimination of assistance to divisions of larger
companies, elimination of per diem expenses for market
identification trips and assistance for sales offices in the U.S.

Table 2
PROGRAM FOR EXPORT MARKET DEVELOPMENT
(Industry-Initiated)
Number Number
of of Amount
applications applications approved Expenditures Sales

Year received approved (3000) ($000) ($ millions)

1980-81 3324 2498 21853 9130

1981-82 4200 30064 30929 17792

1982-83 5538 3998 41111 20874

1983-84 5618 4105 42054 26975

1984-85 6235 4543 - 66781 32865 353

1985-86 5363 3664 36260 33706 583

1986-87 4426 2992 29432 24016 572

1987-88 3997 2738 22258 19000 1024

Program for Export Market Development

The mandate of the Program for Export Market
Development (PEMD) is to support growth of the Canadian
economy through incremental export sales. These are sales
achieved through incremental export marketing activities by
companies that would not or could not undertake them
without PEMD assistance. The government shares the risk
of market development, and PEMD contributions are

While the number of events organized by the
Department such as trade fairs and incoming or outgoing
trade missions declined, more Canadian companies
benefited from this type of assistance. The Department
supported trade fair attendance at 140 events, with 700
companies participating. It organized 41 outgoing trade
missions with 110 companies and 119 incoming buyers
missions involving 275 foreign decision makers and buyers.



Table 3
PROGRAM FOR EXPORT MARKET DEVELOPMENT

(Government-Initiated)

Number of Number of Number of Budget

proposals projects companies approved Expenditures Sales
Year received approved assisted ($ millions) ($ millions) ($ millions)
1981-82 811 299 1652 8.6 8.8 350
1982-83 1012 308 1508 10.6 9.5 600
1983-84 1073 341 1894 12.7 13.1 623
1984-85 1148 448 1750 155 14.7 728
1985-86 1033 385 1613 15.7 15.5 763
1986-87 - 1219 323 1403 125 12.7 444
1987-88 1576 296 1316 11.6 122 500

WIN Exports

WIN Exports is a microcomputer-based database of
information on22 000 Canadian exporters. During the year
the system was deployed throughout the trade divisions of
the Department, DRIE regional offices, six provincial
economic-trade departments and in 60 of Canada’s missions
abroad. It provides trade officials with a consolidated
electronic sourcing directory, a collective memory of
contact made in the field and office automation facilities for
manipulating and utilizing the data. By virtue of its contents
and deployment it has become the “national” database on
Canadian exporters and their supply capabilities. During
the year, modules were added to WIN Exports designed for
tourism and investment promotion activities in the field.

Planning and tracking system

In 1986, the Department launched an advanced computer-
based system to manage the export and investment
promotion plans of 96 missions abroad covering some

120 markets. It identifies specific trade activity priorities of
missions, provides detailed sectoral and market information
and permits market opportunities to be selected geographic-
ally and by sector. During 1987 a tourism market
development component was added to the system.

Defence programs

Defence trade with the United States
The Defence Programs Bureau is responsible for managing
Canada’s defence economic relationship with the United
States under the Defence Production Development Sharing
Arrangement, the terms of which have been evolving since
the Second World War, when it was realized that the
industrial base was an integral component of the defence of
the continent. In the past year Canadian defence exports to
the U.S. rose 35 per cent to $1.3 billion. The most note-
worthy aspect of this increase was caused by a surge in
sales by sub-contractors, generally smaller Canadian
companies. A program to expand participation of such
- companies in this market included seminars and visits to
companies in all regions of the country, visits of U.S.
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defence buying agencies and major defence prime
contractors to Canada, and missions of Canadian
companies to American military commands and
procurement agencies.

Over 800 queries were handled from some 500
companies interested in pursuing the U.S. defence market.

Most queries centred on buyer identification, procedures on -

both sides of the border, difficulty in obtaining Bid Sets and
Technology Transfer.

Government-industry visits by nine flag officers were
arranged to provide an overview of Canadian capability to
enhance their mission requirements. In turn, calls were
made on more than 50 military commanders and chief
executive officers of defence contractors in the United
States.

As a result of these endeavours, Canadian companies
were registered with 49 new American military procure-
ment agencies; 116 companies registered for the first time,
and are primarily small- to medium-sized. A series of
Defence Export Workshops was conducted in nine
provinces in an effort to encourage companies outside the
Toronto-Montreal corridor. The workshops reached
150 company representatives, almost all of whose com-
panies had never exported to the U.S. defence market, and
40 provincial officials.

The Defence Programs Bureau co-chairs Development
Sharing Working Groups which meet to find areas in which
Canadian companies can develop new technologies and
products that will satisfy American military requirements
while contributing to Canadian objectives. Opportunities
that emerged during the year ranged from aircraft instru-
ments and air traffic control systems to satellite compo-
nents. These joint projects serve to advance the state of
domestic technology and to make Canadian industry more
competitive. Subcommittees on technology transfer,
security, and the North American industrial base met
regularly in locations throughout the continent and new
working groups have been established with Headquarters
U.S. Army Aviation Systems Command, Communications,
Electronic Command and U.S. Air Force Space Division to
initiate shared development projects.







Table 4

CANADA-U.S. DEFENCE PRODUCTION SHARING
Canada-U.S. defence trade

1959-1987
Exports Imports
Year annual cumulative annual cumulative
(millions of Canadian dollars)
1959 96 96 108 108
1960 113 209 196 305
1961 143 352 94 399
1962 . 254 606 127 526
1963 142 748 152 678
1964 167 915 174 852
1965 259 1174 130 982
1966 317 1491 332 1314
1967 308 1799 294 1608
1968 320 2119 134 1742
1969 300 2419 172 1914
1970 227 2646 223 2137
1971 ) 216 2862 180 2317
1972 175 3037 194 2511
1973 198 3235 232 2743
1974 150 3385 281 3024
1975 189 3574 233 3257
1976 191 3765 879 4136
1977 314 4079 300 4436
1978 267 4346 315 4751
1979 368 4714 295 5046
1980 482 5196 489 5535
1981 827 6023 1034 6569
1982 1027 7050 1462 8031
1983 1207 8257 1459 9490
1984 1361 9618 1738 11228
1985 1644 11262 1990 13218
- 1986 947 12209 1428 14646
1987 1281 13490 1776 16422

NATO defence industrial co-operation
The Conference of National Armaments Directors
(CNAD) continued its program to enhance armaments co-
operation and the U.S. Nunn Amendment continues to
stimulate many of the co-operative armaments projects. The
types of co-operation vary from simple exchange of results
of studies conducted nationally to co-definition intended to
be followed by co-development, co-production and inte-
grated logistic support systems. Several projects are
currently funded and participated in by Canada. During the
year the NATO Secretary-General put together a compre-
hensive NATO Conventional Armaments Planning System
that will bring armaments into a similar NATO planning
cycle as that by which national force goals are developed;
the new system has been endorsed by foreign and defence
ministers and is expected to enhance armaments co-

. operation in the Alliance. A two-year trial period will begin
mid-1988 and Canada will participate. The NATO Indus-
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trial Advisory Group (NIAG) activities over the past year
illustrated the Group's efforts to highlight the role of
industry in the strengthening of transatlantic armaments co-
operation, and to resolve industry-related problems that
arise from complex CNAD programs. An Ad Hoc Group
under NIAG completed analysis of ways to facilitate the
management of these complex collaborative programs. The
Canadian delegation to NATO has increased efforts to
attract industries’ attention to opportunities in NATO
infrastructure common-funded projects.

European defence trade agreements

Nine Research Development and Production (RDP)
Agreements are now in place since the first was signed with
the Federal Republic of Germany in 1964 and include
Denmark, France, the Netherlands, Italy, Norway, Sweden,
Britain and Belgium. These agreements, strongly influenced
by Canada-U.S. arrangements, were made with the goal of




maintaining a viable defence industry base following the
Canadian decision in 1959 no longer to design, develop and
manufacture major weapon systems in Canada. Their major
contribution to Canada has proven to be access to foreign
markets for the sale of Canadian defence equipment as a
counter-balance to purchases by Canada of major weapons
systems from abroad and as a means of promoting the
technological development of Canadian industry. The
CL-289 Production MQU, a trilateral France-Germany-
Canada undertaking, was signed in 1987/88. RDP Steering
Committee meetings were also held with Norway, Sweden,
Denmark and the Netherlands.

Defence trade fairs, missions and visits

The Bureau conducted a joint government-industry marine
team mission to Australia and New Zealand to introduce
Canadian manufacturers of marine defence equipment and
systems to the Australian Navy, New Zealand Navy and
Australian industry. A Thailand Armed Forces group
visited more than 30 companies during a cross Canada
tour. Canada was represented at several defence industry
trade fairs, including the Paris Air Show, Defence Asia
1987 (Bangkok), AITEX 1987 (Australia), and Defence
Services Asia 1988. A mission from the New Zealand Fire
Fighting Service visited five provinces to discuss procedures
and examine equipment.

HiTec

For the 26th season, HiTec 88, the annual defence-high
technology conference, was held in Ottawa in March 1988.
Some 360 representatives of Canadian companies had
5000 interviews with trade commissioners from missions
abroad. As a result of inviting a number of foreign prime
contractors to attend, almost one-third of those companies
participating did so for the first time.

Export and import controls

The export of certain goods and technologies is controlled
by government authorities to ensure that their export
corresponds to the law and to the government’s policies. In
September 1986 Joe Clark announced a new policy on the
export of military and strategic goods. It continued in effect
during the year under review, although it was the object of
criticism from time to time by groups seeking to reduce or
eliminate exports of arms from Canada, as well as by
associations of exporters unhappy with the delays from the
enhanced reviews resulting from the policy.

Export control received public attention during the year
as a result of the illegal export from Japan to the Soviet
Union of a number of sophisticated multi-axis milling
machines and related Norwegian software. This export
resulted in a significant loss to Alliance security through the
increased capability of Soviet naval shipyards to produce
quieter submarine propellers. As a result, there were
renewed efforts in the co-ordinating Committee for
Multilateral Strategic Export Controls (CoCom), to tighten
the enforcement of existing export control measures among
CoCom members and to revise and streamline the Control
Lists to ensure that the Lists are focused only on the most
strategic goods and technologies. Canadian delegates to
CoCom negotiated various changes to the Lists, which will
be implemented in a forthcoming revision to the Canadian
Export Control List.

Canada’s commitment to reducing international tensions
in regions of conflict was manifested through the addition
to the Export Control List of further chemical weapons
precursor compounds. Although few such compounds are

" produced in Canada, their trade in large quantities is
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worrisome, because their peaceful industrial uses are few
while their use in chemical warfare can have grave
consequences. There were several instances of the use of
chemical weapons in the Iran-Iraq war during the past year.

In addition to military and civilian strategic goods, the
Export Control List contains resource-based products such
as logs and certain animal or agriculture-based products. In
June 1986, in response to the imposition of a 35 per cent
U.S. import tariff on Canadian shakes and shingles, blocks
and bolts of red cedar, used in the manufacture of shakes
and shingles, were also added to the Export Control List.
Canada took this action to ensure that programs to promote
the further processing in Canada of a natural resource
would not be undermined by the export of semi-
manufactured red cedar. Such unrestricted exports could
avoid the U.S. import tariff, and would be made into
shakes and shingles in the United States. The List was
amended on February 22, 1988, to include all semi-
manufactured red cedar products. This was done to stop the
exploitation of a loophole permitting the tariff-free export
to the U.S. of semi-manufactured shingle blanks, which are
a more refined product than blocks and bolts, and which
are subsequently manufactured into shingles. The authority
to control the export of shingle blanks is currently being
challenged in the Federal Court of Canada.

Import controls on weapons of war

Responsibility for reviewing applications for permits to
import certain weapons of war, as specified in Items 70 to
74 of the Import Control List, was passed by law in 1986 to
the Secretary of State for External Affairs. The Export
Controls Division reviews a growing number of such
applications. Further efforts to integrate this function into
other areas of policy concern have led to a refusal to allow
the import into Canada of grenade launchers and related
ammunition, and a much closer scrutiny to prevent the
importation of fully automatic or select-fire weapons, as
these are considered prohibited weapons under the
Criminal Code.

South Africa

With effect from October 1, 1986, a ban was imposed on
imports of uranium, coal, iron and steel, and agricultural
products of South African origin. During the past year
clarification was provided to importers of iron castings,
informing that the ban applied to both machined and
unfinished castings. Monitoring and investigation continue
to ensure that the government’s policy on sanctions is fully
enforced.

Global import allocation system

A review was begun in 1986 of the system used to allocate
quotas to Canadian importers for products subject to global
import control. Consultations were held with the private
sector, including all major associations with a direct interest
in the global quota administration. In June 1987 the
Minister for International Trade announced that, having



completed the review and considered the results of the
consultation process, there would be no major change to
the basic system of quota allocation. However, every effort
would be made to make quantities available to new
entrants and to enhance the transparency and openness of
the system. Private sector advisory committees have been
established for each of the chicken, turkey, egg and cheese
import sectors.

Dairy products

On January 28, 1988, various milk products (ice cream,
yoghurt, liquid forms of buttermilk, skim milk and blends
thereof ) were added to the Import Control List in support
of the existing supply management program on industrial
milk. As a result, these products cannot be imported with-
out an import permit. Quota levels and quota distribution
are under review. As an interim measure, applications for
permits are being handled on a case-by-case basis.

Textiles and clothing
Imports of textiles and clothing into Canada are subject to

controls pursuant to the textile and clothing import policy

announced in July 1986. According to the policy, Canada
was to renegotiate 22 arrangements regulating export of
textiles and apparel to Canada which were due to expire at
the end of 1986. The policy also called for Canada to effect
prompt responses when new unrestrained imports disrupt
the Canadian market.

By the end of March 1987, all but 1 of the 22
arrangements had been renewed. In addition to the 21
renegotiated arrangements, Canada had 3 long-term
arrangements which had been negotiated earlier and
unilateral controls on imports from North Korea. The
renegotiation of all arrangements was completed in May
with the conclusion of a long-term bilateral arrangement
with Turkey.

In late 1987, a restraint was negotiated with the German
Democratic Republic on exports of hosiery to Canada. An
arrangement was concluded with Pakistan which added
certain sportswear items to the existing arrangement.
Additional products negotiations were completed with
Malaysia on winter outerwear, jackets and rainwear, with
Bangladesh on certain sportswear apparel, with the
Philippines on sweaters, and with Romania on sportswear,
bed sheets and pillowcases. In addition, controls were
introduced in January 1988 limiting imports of apparel and
of worsted wool fabrics originating in South Africa. These
actions brought the number of controlled sources by the
end of the fiscal year to 27; an arrangement with Brazil
expired at the end of 1987 and renewal negotiations were
continuing.
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Between 1982 and 1986, imports of apparel into Canada
increased at an average annual rate of 11 per cent. The
textile and clothing import policy of July 1986 has, as a
major objective, a substantial moderation in the average
import growth rate. By the end of 1987, imports were only
4 per cent above the level of 1986.

Canada is a signatory of the Arrangement Regarding
International Trade in Textiles (MFA), which is a
derogation from the GATT providing a framework for
negotiation of bilateral arrangements in respect of trade in
textile products between exporting and importing countries.
Controls put into place by importing countries must be
submitted to the Textile Surveillance Body (TSB), an
organization made up of MFA participating countries to
oversee controls and to ensure that these are in keeping
with the broad objectives of textile trade liberalization of
the MFA. In 1987/88, Canada prepared its submissions to
the TSB relating to the renegotiated arrangements and by
the end of the fiscal year, most of these had been reviewed
and passed by the TSB.

Achievement of the objectives of the textile and clothing
import policy, which is based on bilaterally negotiated
controls, requires that the exporting country effectively
control shipments in accordance with the agreed-upon
provisions. In light of the various systems used by importing
countries to classify and control imports, a good under-
standing of the respective system on the part of exporters is
an important factor contributing both to effective controls
as well as to facilitating the movement of traded goods.
Canada has supported this view by providing information
to exporting authorities on its control system. During the
year, Canada held administration consultations with China
and with Vietnam and presented briefings on administration
and product classification to administrators and exporters in
Malaysia.

In response to apparel industry concerns about
availability of certain fabrics subject to restraints, a joint
committee of members of the Apparel and Fur, and Textile
and Footwear SAGITs was established to examine these
concerns and make appropriate recommendations. The
committee is considering whether certain products should
be accessible outside of restraints.

The Canada-U.S. Free Trade Agreement incorporates a
number of specific elements relating to trade in apparel and
textile products that would entail monitoring and control.
Officials have begun examining the modalities of these
provisions and have held consultations with U.S. counter-
parts with a view to having a mutually acceptable system in
place for the introduction of the Agreement.



Chapter 3

AND INTERNATIONAL
CO-OPERATION

The United Nations

In the field of peace and security, the main achievements of
the United Nations in 1987 related to Afghanistan, terrorism
and disarmament. Of particular note was the four-party
agreement, fostered by the United Nations and followed up
with a multinational observer mission, on the withdrawal of
Soviet troops from Afghanistan.

Canada’s statement on Afghanistan at the 42nd
UN General Assembly was a highlight of the political
agenda and helped to hold the line against any softening of
criticisms which might otherwise have followed earlier
Soviet indications of a willingness to withdraw. The vote on
the resolution left no doubt that the Soviets were being
challenged by the world community to match deeds with
words.

Early in 1988 the four parties most concerned —
Afghanistan, U.S.S.R., Pakistan and the U.S. — met under
United Nations auspices in Geneva and reached several
agreements on the modalities for a Soviet withdrawal and
the return of refugees from Pakistan. These agreements also
called for an Observer Mission to investigate and report on
the implementation of the agreements and to enable the
United Nations to continue its good offices role in
Afghanistan. Canada was invited to join the Observer
Mission and contributed five officers as an expression of its
commitment to achieving peace in the region.

Another highlight of the 42nd General Assembly was the
reconfirmation of the UN’s condemnation of terrorism in all
its forms. This strong statement also reflected the complex
and detailed work being undertaken by the International
Civil Aviation Organization (ICAO) and the International
Maritime Organization (IMO) to draw up international
standards for preventing terrorist acts and regulations for
dealing with those that do take place.

The Middle East and South Africa remained the two
most complex and politically sensitive issues on the political
agenda of the United Nations. Debates on both issues
revealed little progress towards solutions over the past year,
and imperceptible changes in voting patterns on virtually
identical resolutions. Canada’s higher profile on southern
Africa in the Commonwealth context was noted at the UN,
and the creation of the Committee of Foreign Ministers
served to improve the general atmosphere on this issue and
bring about a small degree of moderation in the texts of
resolutions. The lack of movement towards any form of
international peace conference on the Middle East tended to
make the debate on that subject more difficult and the
resolutions somewhat more radical in tone.
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The war between Iran and Iraq and its impact on the
Gulf remained of major interest to the United Nations
Security Council. On July 20, 1987, the Security Council
unanimously adopted a resolution calling for a cease-fire and
movement towards a negotiated settlement. Further efforts
to persuade Iran to respect the terms of this resolution took
place over succeeding months, but without success.
Nevertheless, the ability of the Security Council to reach
unanimous agreement on this and other resolutions (Angola,
Israel) has reinforced its role in the area of international
peace and security.

The United Nations also continued its efforts to resolve
regional conflicts in Central America and North Africa.
Canada led a fact-finding mission to Western Sahara as part
of the Secretary-General’s good offices in that dispute.

The UN theme for 1987 was the International Year of
Shelter for the Homeless, and it inspired an unusual range of
conferences, projects and other activities involving govern-
ments of every level and numerous non-governmental
organizations. The activities of the Year of the Homeless
were matched to some degree by a focus on other social and
economic issues, including the environment and AIDS.

Environment was a major concern of the United Nations
in 1987. The World Commission on Environment and
Development, chaired by Mrs. Brundtland, Prime Minister
of Norway, reported to the General Assembly in October
and presented a convincing case for greater attention to be
paid to sustainable development. The Canadian Delegation,
led by the Environment Minister, strongly endorsed the
Commission’s report and urged the United Nations to ensure
that sustainable development is incorporated as a guiding
principle in all its work.

In its work with the specialized agencies of the United
Nations, Canada focused on ensuring the completion of
work being carried out by ICAO for controlling acts of
terrorism at airports and by IMO with respect to terrorism
on ships. By the end of the year, the ground had been
prepared for the adoption in 1988 of two new international
legal instruments to deal with terrorism. A Convention on
the Protection of the Ozone Layer by Reducing the Use of
Chlorofluorocarbons was negotiated in 1987 in Montreal
under UNEP auspices. _

Last year was also a year of renewal for the specialized
agencies. Because of a conviction that there was a strong
need for improvement and reform, unlikely to occur without
changes in leadership, Canada became deeply involved in
the first two in a series of nine elections for heads of UN
organizations, which are taking place during the next two
years. In November, Federico Mayor, from Spain, was



elected as Director-General of UNESCO, succeeding

Mr. M’Bow of Sénégal. That same month, Edouard Saouma,
from Lebanon, was re-elected for a six-year term as
Director-General of FAQ. Canada continued to be
concerned about the need for institutional and policy
reforms in the UN system and particularly in both
UNESCO and FAO.

Reform of the United Nations
By January 1987, the movement to reform the United
Nations had acquired significant momentum. Evidently, the
majority of member states had come to realize that a
stronger and more dynamic UN system was achievable and
would better serve their interests and those of the global
community. As an active UN reformist, Canada devoted
considerable attention to the renewal and strengthening of
the UN and exerted leadership especially on budgetary and
financial questions, and in reviewing the UN institutional
structure in the economic and social fields.

In particular, during the past year, reviews and
reassessments were conducted within the UN system in four
fields:

First, to resolve the UN financial crisis, emphasis was
placed on making economies and on improving
budgetary and financial practices. To this end, Canada
devised a full set of budgetary systems and procedures to
provide the UN and its specialized agencies greater
stability and effectiveness.

Second, the process of setting priorities and taking
decisions in the UN system was also reviewed. The
Committee for Program and Co-ordination (CPC)
received enhanced authority to set priorities and to
improve the cost-effectiveness of UN programs. During
1987 Canada, although not a member, worked closely
with the CPC. Perhaps as a result of this work and of
the Canadian commitment to reform, Canada was
elected to the CPC during the 42nd General Assembly.

Third, a Special Commission of ECOSOC undertook an
in-depth study aimed at simplifying and rationalizing the
intergovernmental structure of the UN in the economic
and social fields. Canada was among the first to propose
how the Commission should undertake this task.
Although unfinished, this exercise has shown
considerable promise and could do much to revitalize
key aspects of the UN system.

Finally, the specialized agencies — UNESCO, FAO,
WHO and others — have embarked on a process to
reduce expenditures, to improve programs and to set
new directions. Canada joined this reform effort and
participated in the committees and commissions
involved.

The Commonwealth

Canada provides strong support to the Commonwealth,
valuing the role that the association — with its mix of
races, religions and cultures — can play on the world scene.
" Bridging regional and special interest blocs, the Common-

wealth is a model of multilateralism and an important
instrument to broaden international understanding and
consensus. The association also'deepens Canada’s bilateral
relations with 47 member countries in nearly all regions of
the world and reinforces Canadian foreign policy aims.

There was considerable Commonwealth activity during
the past year. Canada continued its active participation
which culminated in the biennial Commonwealth Heads of
Government Meeting in Vancouver in October 1987. The
meeting, attended by representatives of the member
countries including 37 heads of government, was consi-
dered one of the most successful gatherings of the
Commonwealth’s most senior consultative forum.

Chaired by Prime Minister Mulroney, the Vancouver
Summit reviewed the multi-faceted activities of the
Commonwealth. It addressed major international political
and economic issues ranging from Third World debt to the
status of women in society and the threat to low-lying states
from rising ocean levels. Three important initiatives were
launched:

e a new plan of action for southern Africa including
assistance to the Front Line States and Mozambique.

A committee of eight foreign ministers was established,

chaired by Joe Clark. It was created to provide impetus

and guidance in the Commonwealth’s struggle against

apartheid in South Africa. It has already proven to be a

valuable forum in responding to South Africa’s

restrictive actions.

® a Declaration on World Trade to encourage a more
liberalized global trading system and to reinforce the
current round of multilateral trade negotiations. Canada
wrote off the official debt of the poorest Commonwealth

African countries. _
® a scheme for Commonwealth collaboration in distance

education. Based on a Canadian initiative, the scheme

will promote the exchange of information, training,
technical assistance and research in the application of
distance education techniques and communications
technologies, with the aim of widening access to priority
areas of education and training in the developing

Commonwealth countries. This initiative grew out of the

discussions on distance education that took place at the

Conference of Commonwealth Education Ministers held

in July 1987 in Nairobi, Kenya.

Canadian development assistance had its roots in the
Colombo Plan of the early 1950s, which assisted the
Commonwealth countries of South Asia. Today the
Commonwealth Fund for Technical Co-operation (CFTC)
provides technical assistance to all parts of the developing
Commonwealth. The Fund is distinctive because almost all
members contribute and maximum use is made of experts
from developing countries. Canada is the largest donor to .
the CFTC, providing approximately $17.5 million in
1987/88, well over one-third of its total budget.

Canada has also remained active in Commonwealth
consultations promoting functional co-operation in a wide
variety of fields. For example, Canada was host for the
13th Commonwealth Air Transport Council Meeting in
September 1987. The meeting agreed on a new structure
and mandate for the Council in anticipation of future
challenges in its field.



A number of Commonwealth ministerial conferences
took place in 1987, including the Conference of Education
Ministers and the Meeting of Finance Ministers. Canada
was also active in special meetings such as the August 1987
meeting of Commonwealth Ministers Responsible for
Women’s Affairs, held in Harare, Zimbabwe. The ministers
adopted a Commonwealth Plan of Action on Women and
Development, aimed at ensuring the full participation of
women as agents and beneficiaries of development in all
sectors of society. The Plan was subsequently endorsed by
the Commonwealth Heads of Government Meeting in
Vancouver. Canada has agreed to serve as host for the next
ministerial meeting on this subject in 1990.

Canadian participation in Commonwealth co-operation
endeavours at the technical and non-governmental level
was exemplified by attendance at a wide range of confer-
ences or meetings including, for example, the Common-
wealth Surveyors Conference held in July 1987 in
Cambridge, and the Fourth Commonwealth Pharmaceutical
Association Conference held in May 1987 in Nairobi. The
Ottawa Branch of the Royal Commonwealth Society spon-
sored a “Commonwealth Conference for Young Leaders”
in September 1987, which attracted participants from all
regions of the Commonwealth.

La Francophonie

The Second Summit of Heads of State and Government of
Countries Using French as a Common Language was held
in Quebec City in September 1987. Canada not only
received the leaders of some 40 countries at this meeting
but also helped to create a status for the Francophone
summits as a major forum of co-operation, dialogue and
decision-making on the political, economic and co-
operative levels between Francophone partners.

Following the Summit, the Conference of Sports and
Youth Ministers held its 19th session in Quebec City in
March 1988, preceded by a meeting of experts in Moncton.
The major result of this conference was the decision to hold
the Francophone Games in Morrocco from July 8 to 22,
1989. Canada was designated to chair the Conference and
also the Games Organizing Committee. .

The Agency for Cultural and Technical Co-operation
(ACCT) held its General Conference in December 1987 in
Paris. This provided an opportunity to continue the reform
process already under way, and above all to prepare the
ACCT for the enhanced role it will eventually have with
the summits. Canada confirmed that it would serve as host
for the ACCT General Conference in 1989, which will be
held in Ottawa.

Canada supported a number of non-governmental
organizations which are active in a diverse range of
Francophone fields. Among these are the Association of
Partly or Wholly French-Speaking Universities and the
Association of French-Speaking Parliamentarians, whose
president for the current term will be Senator Martial
Asselin.

Human rights and social affairs

The pursuit of human rights is an integral element of
Canadian foreign policy, and is carried out on both a bi-
lateral and multilateral basis. Standard-setting activities at
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the international level continue to be important, and Canada
has a continuing role in areas as diverse as international
aboriginal rights and rights of the child. In June 1987, after
having completed all necessary changes to federal legisla-
tion, Canada ratified the International Convention against
Torture and Other Cruel, Inhuman or Degrading Treatment
or Punishment. The ratification enabled Canada to remain
up-to-date with all major international human rights
instruments and to be one of the first countries to ratify the
new Convention. Professor Peter Burns of the University of
British Columbia was elected to the committee that will
oversee the implementation of the Convention.

Canada also participated in the human rights reporting
functions of the United Nations. In December 1987, the
government submitted its second periodic report to the
Committee on Economic, Social and Cultural Rights. An
extensive consultative network, involving provincial, terri-
torial and federal authorities, has enabled Canada to present

- comprehensive reports to international bodies incorporating

all available information on the state of human rights within
the country. This same network, whose participants meet
twice yearly and, on occasion, convene at the ministerial
level, is to provide leadership and to ensure timely
Canadian reports under the major international instruments.
The network will also assist in specific functions, such as
the celebration of the 40th anniversary of the Universal
Declaration of Human Rights in December 1988.

Canada was active in the work of the Commission on
Human Rights during the past year, with a delegation
headed by Gordon Fairweather, who was until recently
Canada’s Human Rights Commissioner. As in earlier years,
the Department arranged consultations with Canadian
NGO:s active in the field of human rights prior to the
session of the Commission.

Canada co-sponsored some 24 resolutions at
Commission meetings. Acting on an earlier Canadian
initiative, the Commission set in motion the operation of a
Voluntary Fund in the field of advisory services. The Fund
will promote human rights through support for a variety of
developmentally oriented projects. The Fund will, inter
alia, assist in the establishment of law libraries and in the
training of officials in the fundamentals of human rights.
Canada was the first country to make a financial
contribution ($150 000) to the Fund.

Canada’s main statement to the Commission on Human
Rights expressed concern at continuing violations of human
rights in many parts of the world. It stressed that action in
the delicate and controversial area of human rights must be
based on the integrity of UN fact-finding procedures.

Canadian missions abroad continued their program of
reporting on human rights questions, conveying Canadian
views and assisting persons and groups in support of human
rights objectives. To assist missions in this activity, the
Department inaugurated a human rights training course in
1987 for all foreign service officers. CIDA has authorized
numerous projects in the broad area of human rights,
including many by NGOs. These provide a tangible link
between human rights and development assistance efforts.

Human rights issues were taken up bilaterally during
visits abroad by the Prime Minister, the Secretary of State
for External Affairs and other ministers and senior officials.
In May 1987, the Standing Committee on External Affairs



and International Trade issued a report entitled For Whose
Benefit on Canada’s development co-operation program. In
its response, the government reiterated that human rights
continue to constitute a fundamental part of Canadian
foreign policy. This commitment was reconfirmed in
November when the Secretary of State for External Affairs
and the Minister for External Relations announced the
government’s intention to establish a Centre for Human
Rights and Democratic Development.

The rights of aboriginal peoples have also gained
increasing recognition as a significant human rights issue.
Within the UN system, Canada is working on a draft
declaration on indigenous rights and on revisions to the
Indigenous and Tribal Populations Convention of the
International Labour Organization. The Department
consults with aboriginal peoples on these and other issues
and seeks to ensure that Canadian positions are consistent
with Canada’s international human rights policies.

Global equality issues

Canada continued to build on the increasing awareness and
progress made in status of women'’s issues at the international
level. The Department’s initiatives for 1987/88 were related
to global equality and to women in development, and they
made an important contribution to the government’s work
plan for women. Another initiative was to strengthen the
UN Commission on the Status of Women (CSW) in accord-
ance with the decisions and recommendations of the special
session of the Commission, which was held in January
1987. Canada played a key part in obtaining reform of the
agenda, the annualization of meetings, and improvement of
links between the CSW and other parts of the UN system.
Follow-up actions were taken at the Economic and Social
Council sessions and at the General Assembly. In addition,
Canada participated at the second meeting of the
Commonwealth Women’s Affairs Ministers held in Harare,
Zimbabwe, in August 1987. The meeting adopted a Plan of
Action for Women in Development and dealt with the
impact of structural adjustment policies on women.

Commission on the Status of Women

The Commission met in Vienna in March 1988 to review
the Secretary-General’s report on the implementation of the
Nairobi Forward-Looking Strategies for the Advancement
of Women (FLS). The session, which Canada chaired, was
the first opportunity to review the major reforms approved
at the 1987 Special Session. Working closely with other
countries, Canada was able to reinforce the central position
of the CSW within the UN system. The Commission
adopted by consensus a number of important resolutions
dealing with (a) system-wide co-ordination of activities to
advance the status of women and integrate women in
development; (b) establishment of national machinery for
the advancement of women; (c) convening in 1990 of a
session of extended duration to appraise progress in the
implementation of the FLS; (d) improvement of the status
of women in the UN Secretariat; and (¢) establishment of a
comprehensive reporting system to monitor, review and
appraise the implementation of the FLS. The Commission
also recommended that the membership of the CSW be
enlarged from 32 to 43 countries. These and related issues
are to be pursued at future meetings of the ECOSOC and
the UN General Assembly.

28

Nairobi Forward-Looking Strategies for the
Advancement of Women

During the past year, the Department continued to work
towards the full integration of the FLS into the planning,
programming and budgeting systems of the UN and its
specialized agencies. Canada also worked for the establish-
ment of a more direct link between the work program of
the CSW and measures outlined in the FLS. Finally,
Canada facilitated a more effective integration of women in
UN economic and development programs by proposing a
series of wide-ranging resolutions. Canadian delegations
were instructed to pay special attention to these issues at
UNCTAD VII, and in the preparations for the mid-term
review of the UN Program of Action for African Economic
Recovery. The priority accorded to women in development
is well reflected in Canada’s ODA policies and CIDA
programs. Canada is the second largest donor to the United
Nations Development Fund for Women and also supports
the promotion of status of women through intergovern-
mental bodies such as OECD, the Commonwealth Secre-
tariat, and the Development Assistance Committee. In
addition, Canadian delegations participating at meetings of
specialized agencies such as the ILO, WHO, FAO,
UNESCO and the UN regional commissions for Europe,
Africa, and Latin America and the Caribbean have focused
on the inclusion of the FLS in their programs.

Convention on the Elimination of all Forms of
Discrimination against Women

Although 94 states are parties to this important human
rights instrument, Canada continues to be concerned that
many states have ratified the Convention with significant
reservations. Canada was successful in obtaining the
inclusion at the fourth meeting of States Parties to the
Convention, held in New York in March 1988, of a general
exchange of views on reservations. Canada has also
promoted better linkages between the Committee on the
Elimination of Discrimination against Women and the
Commission on the Status of Women, in relation to the
Commission’s task of monitoring and appraising the
implementation of the FLS.

Drug control

The problems caused by drug abuse and illicit trafficking
continue to be alarming. There is increasing recognition
that drug trafficking and the accompanying abuse of drugs
are matters of transnational importance and that effective
control requires international co-operation. For this reason,
Canada has encouraged the United Nations to play a
leading co-ordination role. The Department has also been
active in the worldwide campaign against the drug menace.
Canada was re-elected to the Commission on Narcotic
Drugs for another four-year term (1987-90).

The International Conference on Drug Abuse and Illicit
Trafficking held in Vienna in June 1987 was the centrepiece
of the UN’s drug activities in the past year. The Canadian
Delegation was led by the Minister of National Health and
Welfare, Jake Epp, who is also the minister responsible for
the National Drug Strategy. The delegation included repre-
sentatives of provinces and non-governmental organizations
as well as officials of federal departments. Canada was
active at the Conference, especially in drafting the final




Declaration of the Conference and the Comprehensive
Multi-disciplinary Outline. Canada continued to be active
at the UN General Assembly and at the 10th Special
Session of the Commission on Narcotic Drugs, which dealt
with the preparation of the follow-up to the 1987
Conference. In addition, Canada acceded to the UN
Convention on Psychotropic Substances.

Canada also participated in the drafting of a convention
against illicit trafficking, which could be very useful for
Canada’s law enforcement agencies. It concerns trafficking,
extradition and mutual legal assistance. As a result of a
Canadian initiative, the document should be ready for
signature in late 1988 or early 1989.

Canada increased its contribution to the United Nations
Fund for Drug Abuse Control, which assists recipient
developing countries to plan, organize and finance projects
to reduce the production, trafficking and consumption of
drugs. The Department has expanded its Consular Aware-
ness Program, which is intended to warn Canadian travel-
lers about the consequences of possession of drugs abroad.

Energy

Despite continuing political instabilities in the Gulf area, oil
prices remained relatively stable in 1987/88. A meeting of
International Energy Agency (IEA) ministers, held in May
1987, concluded that continuing attention should be given
to energy security and emergency preparedness. Bilaterally,
Canada pursued its energy relations with, amongst others,
the U.S., Colombia, Venezuela, Nigeria and Norway. Among
domestic energy policy events with foreign policy implica-
tions were the Energy Options Process, which included a
seminar called “Energy: the International Dimension,” and
two meetings of Canadian energy ministers who concluded
that energy security in Canada must be viewed in an
international context.

Oil prices recovered from very low levels in 1986 to
trade in the $16-18 (US) range for most of the year.
However, there continued to be uncertainty as to the longer
term prospects for stability in the oil market, with no end in
sight for the Iran-Iraq war, intensified military actions
involving oil facilities in and around the Gulf, and OPEC
overproduction, which contributed to a worldwide oil
supply that considerably exceeded demand throughout the
period. With the modest recovery of world oil prices in the
last year the Canadian petroleum industry increased its
exploration and development activity in the Western
Sedimentary Basin, although offshore and frontier
development remained limited. ’

Several energy policy developments occurred in Canada,
partly in response to the international situation. In April
1987, the Canadian Exploration and Development
Incentive Program commenced. The Energy Options
process, launched by the Minister of Energy, Mines and
Resources, held its workshop called “Energy: the Inter-
national Dimension” in Halifax in November 1987. In
addition, the broad theme of Canadian energy security was
discussed at two meetings of energy ministers (the Minister
of Energy, Mines and Resources (EMR) and his provincial
and territorial counterparts) who recognized the importance
of the international dimension for energy security and
acknowledged the importance of Canada’s membership in
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the International Energy Agency. The Canada-U.S. Free
Trade Agreement contains an energy chapter with provi-
sions for bilateral energy trade. The Sectoral Advisory
Group on International Trade in Energy met six times
during the past fiscal year.

Canada continued active involvement in the
International Energy Agency. The main event in 1987 was
the meeting of the IEA Governing Board at the ministerial
level in May, chaired by the Minister of EMR. IEA
ministers concluded that energy policies in the 1990s
should:
¢ “maintain energy security through continued develop-

ment of indigenous energy resources and technologies

and improvements in the efficiency of energy use;

® secure the benefit for IEA countries as a whole of lower
€nergy prices;,

¢ promote free and open trade in energy; and

® further improve preparedness to deal with a disruption in
energy supplies.”

IEA ministers reaffirmed their commitment actively to
promote the objectives of both energy and environmental
policy, adding that “solutions to the environmental
problems associated with energy are fundamental to the
maintenance of adequate economic and security supplies.”
As part of the follow-up to the ministerial meeting, the IEA
Governing Board met informally in March 1988 to discuss
long-term energy issues. The IEA Executive Director visited
Canada in December to attend the final Energy Options
Conference in Montreal.

The Minister of Energy, Mines and Resources visited
Colombia in April and France in December. Bilateral
energy consultations at the official level were conducted
with Venezuela in January and in November with the
United States (the Energy Consultative Mechanism and the
Review of Hydrocarbon Developments in the Beaufort
Sea). In addition, a number of senior foreign government
energy representatives visited Canada, including the energy
ministers of Venezuela, Ghana, Burma, Nigeria, Cameroon,
Czechoslovakia, Morocco and Hungary and officials from
the Netherlands, Japan, China, Thailand, Jordan, Norway
and Gabon.

Petro-Canada International Assistance Corporation
(PCIAC) continued its program of hydrocarbon exploration
and technical assistance projects in a number of countries
including Costa Rica, Madagascar, Morocco, Senegal,
Jordan, Nepal and Botswana. In addition, it supported a
program developed by Ecole des hautes études commer-
ciales in Montreal to upgrade the expertise of petroleum
managers in Francophone developing countries, as well as a
similar program for Anglophone developing countries orga-
nized by the Alberta Summer Institute for Petroleum
Industry Development.

The environment and environmental law

Environmental problems such as global climate change and
transboundary pollution, together with the publication of
the Report of the World Commission on Environment and
Development (WCED), have underscored the urgency of
collective action to reduce global pollution and the need to
integrate environmental considerations into economic
decisions. Canada continued participation in international



activities on the environment and in the promotion
of sustainable development.

The publication of the WCED report in April 1987
directed world attention towards the urgent need for
international co-operation in implementing sustainable
development into all levels of planning (i.e., environmen-
tally sustainable economic development that meets the
needs of the present without compromising the needs of
future generations).

In 1987 Canada supported sustainable development in
many international forums. The Minister of the Environ-
ment was one of several ministers and heads of government
who spoke in the historic Special Plenary Debate on the
WCED report at the 42nd UN General Assembly. Canada
participated in the biennial deliberations of the Second
Committee on Environment Issues, which adopted impor-
tant resolutions on the WCED report, on the environmen-
tal perspective to the year 2000, and on ozone depletion.

Canada continued to be active in the UN Environment
Program (UNEP), participating in the 14th Governing
Council of UNEP in June. Canada was host for an
international conference in Montreal in September, during
which the first global Protocol on Depletion of the Ozone
Layer was concluded (regulating the production, emission,
and use of chlorofluorocarbons and other ozone-modifying
substances). Canada also took part in the first Special
Session of the UNEP Governing Council in March 1988,
when the next six-year environmental plan (1990-95) for
the UN system as a whole and the medium-term plan for
UNERP itself were debated.

The 1987 Conference of the Parties to the Convention on
International Trade in Endangered Species was held in
Ottawa in August, and the “RAMSAR?” Convention on the
Preservation of Wetlands Waterfowl Habitat took place in
Regina in July. Canada took part in the 17th Session of the
International Union for the Conservation of Nature General
Assembly in Costa Rica in January 1988.

In the Economic Commission for Europe, Canada took
part in the negotiations on a new Protocol to the Conven-
tion on Long-Range Transboundary Air Pollution to reduce
nitrogen oxide emissions. It is expected that the Protocol
will be signed in 1988.

Canada continued participation in most OECD
environmental programs. In November a Chemicals
Experts Workshop on Co-operation on Existing Chemicals
was held, designed to chart the course for 2 new program of
work on existing chemicals that pose environmental
hazards. Further progress was also made on an inter-
national agreement on the control of transfrontier move-
ments of hazardous substances and the integration of
environmental considerations into economic decisions.

Nuclear issues

There was a renewal of confidence during the past year in
the safety of nuclear power as the shadow of Chernobyl
continued to dissipate. Canada continued participation in
the work of the International Atomic Energy Agency
(IAEA), related not only to nuclear safety but also to the
IAEA’s other important functions, notably safeguards.

* Canada also participated in various multilateral nuclear
activities, including meetings of the OECD’s Nuclear

Energy Agency committees and expert working groups as
well as consultations preparatory to the Fourth Review
Conference of the Treaty on the Non-Proliferation of
Nuclear Weapons (NPT).

Bilaterally, Canada entered into nuclear co-operation
agreements with Switzerland and Hungary, reached ad
referendum agreement on nuclear co-operation with
Uruguay, and held a further round of negotiations on a
nuclear co-operation agreement with the People’s Republic
of China. In addition, nuclear co-operation/non-
proliferation consultations were held with a number of
Canada’s nuclear partners including the United States, the
Soviet Union, the European Atomic Energy Community
(EURATOM), Japan, Korea, Sweden, Finland and the
Netherlands. Two issues of public interest were pursued
during consultations with the United States: the possibility
of overflights of Canadian territory by aircraft transporting
plutonium from Europe to Japan under the new US.-
Japan nuclear co-operation agreement, and the safety of
US. nuclear power plants being operated close to the
Canada-U.S. border. The issue of plutonium overflights
was also pursued with Japan and EURATOM.

As a staunch supporter of the NPT and the non-
proliferation regime based on it, Canada paid close atten-
tion to the non-proliferation and safeguards implications of
the decision to acquire nuclear-powered submarines. Canada
negotiated ad referendum non-proliferation and safeguards
agreements with both potential supplier countries, the
United Kingdom and France, and held discussions with the
IAEA on the non-application of multilateral safeguards to
nuclear material involved in this non-proscribed military
activity. Canada made clear that material involved in the
nuclear-powered submarine program would be used for
naval nuclear propulsion purposes only and that either
multilateral or bilateral safeguards would be in place to
verify this at all times.

Canada continued to lead the world in the mining and
export of uranium. Exports for 1987 were in excess of
13 000 tonnes valued at over one billion dollars. Major
customers continued to be the United States, Japan and
EURATOM. The Department also continued to support
the marketing activities of the Canadian nuclear industry,
led by Atomic Energy of Canada Limited and Ontario
Hydro, which continued to pursue sales opportunities in a
number of markets for a variety of nuclear products, from
nuclear reactors to radioisotopes.

Space

Canada’s space activities are almost entirely international,
due largely to a policy decision early in the quarter-century-
old Canadian Space Program not {0 develop satellite launch
vehicles. As a result Canada’s access to space depends on
international co-operation. Trade considerations are also -
important: Canada’s space industry is a world leader in
selected areas of specialization, or niches, and its space
companies export over 70 per cent of their production in
the face of stiff international competition.

The Department leads negotiations aimed at developing
government-to-government agreements required to support
international co-operation in space. Intensive negotiations
have taken place concerning Canadian participation in the
Space Station, which is the most significant international




space project now being planned. Canada’s partners include
the United States, Japan, and 11 European countries repre-
sented by the European Space Agency. Other negotiations
have dealt with formalizing the inter-agency arrangement
for the COSPAS-SARSAT search and rescue satellite
system involving Canada, United States, France and
U.S.S.R,, and with developing an agreement for Canada-
U.S.S.R. co-operation in space science.

The Department is involved in planning and negotiations
concerning other major space activities. RADARSAT,
Canada’s first earth observation satellite, will provide
information for managing resources and asserting Canadian
sovereignty in the Arctic and offshore. RADARSAT
planning has been undertaken jointly by Canada, the U.S.
and the U.K. Canada is the only non-European nation to
be associated with the European Space Agency. This
association has provided access for Canadian firms to
European advanced technologies and has allowed them to
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exploit growing markets in Europe and abroad. Negotiations
have also continued with the United States concerning the
M-SAT mobile communications satellite. Several Memo-
randa of Understanding between Canadian government
departments and agencies and their counterparts in other
countries, including the United States, Japan and the
US.S.R., were under development during the past year in
areas such as space science, remote sensing and space
technologies.

The Department co-ordinates Canada’s participation in
multilateral forums that deal with space policy including
the United Nations Committee on the Peaceful Uses of
Outer Space and its associated sub-committees. A major
activity has been the development of a set of criteria
governing the safe use of nuclear power sources in space, an
issue of particular importance to Canada since the 1978
crash of COSMOS 954 in the Canadian Arctic.
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The United States

Canada-United States relations touch upon virtually all
aspects of the economic, political, social and cultural life of
the two countries. The significance of relations with the
United States to Canada’s goals of economic renewal and
the creation of employment has led the Canadian govern-
ment, since 1984, to devote major efforts to refurbishing
relations between the two countries.

The government’s strategy is based on the belief that
Canadians have the maturity and self-confidence needed for
a closer relationship with the United States, and that such a
relationship will benefit Canadians in many ways. The goals
the Canadian government set for the Canada-U.S. relation-
ship were aimed at securing several key benefits — providing
enhanced and more secure access to markets, encouraging
new investment to stimulate growth and create jobs, and
seeking increased co-operation in common problems such as
the protection of the environment and the defence of North
America. .

The record of the past three-and-a-half years is one of
which both countries can be proud. They have not always
agreed — most evidently on the urgent need for acid rain
controls — but the close historical ties that exist have
allowed them to deal positively with many difficulties. The
history of the negotiations that led to the signing on
January 2, 1988, by Prime Minister Mulroney and President
Reagan of the Canada-United States Free Trade Agreement
(FTA) is a case in point. The FTA is an important step
forward in assuring a foundation for continued competitive
growth in the Canadian and American economies and
ensuring that the world’s largest bilateral trading relationship
— totalling $175.6 billion (Cdn) in 1987 — continues to
develop in a manner that serves the best interests of both
countries.

The primary mechanism for ensuring the successful
management of this process has been the institution of
annual bilateral summits. During the period under review
the Prime Minister and the President met in Ottawa on
April 5-6, 1987, and President Reagan addressed Parliament.
The prominence of free trade, the acid rain problem and
Arctic sovereignty among the items discussed reflected the
continuing focus of the Canadian agenda during the period.

Quarterly meetings between the Secretary of State for
External Affairs and the U.S. Secretary of State, and
periodic visits of other key ministers in both directions,
continued to ensure regular ministerial attention to Canada’s
most important bilateral relationship. The meeting in

" January 1988 was demonstrative of this. Three agreements
were concluded: The Arctic Co-operation Agreement; The
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Joint Declaration on Counter-Terrorism; and The Protocol

to Amend the Canada-U.S.A. Extradition Treaty.

Recognizing the need to reduce Canadian vulnerability
to the complex and diffuse decision-making process in the
United States, the Canadian Embassy in Washington and
the 12 consulates general and consulates have bolstered
their Congressional liaison and commaunications activities
by expanding networks of influential contacts at every level
and in every region of the United States and by developing
new, computer-aided tools to assist issue management.
Human resources have been strengthened and focused on
Canadian objectives. Consulting firms continue to be used
as sources of expert advice on key bilateral issues,
particularly in the areas of trade and of the environment.
All of these efforts seek to ensure that the Canadian
position on issues is presented in an effective and timely
manner.

Free trade agreement and bilateral trade relations

The successful conclusion of the Canada-U.S. Free Trade
Agreement was the most important bilateral achievement of
1987. After 18 months of intensive negotiations, Canada
and the United States arrived at an agreement-in-principle
on October 3, 1987. Over the course of the next two
months, this framework was translated into a legal text
which was tabled in the House of Commons on December
11, 1987. The Agreement was signed by Prime Minister
Mulroney and President Reagan on January 2, 1988.

In essence, the Free Trade Agreement provides for the
following: the elimination of all bilateral tariffs and other
border restrictions within 10 years, backed up with clearly
defined rules of origin; special measures to enhance market
access for each other’s exporters in the areas of agriculture,
energy, automotive products, and wine and distilled spirits;
liberalization of the regulatory framework surrounding
government procurement, investment and financial services;
a precedent-setting code providing for national treatment in
future legislation in a broad range of service sectors; and
institutional provisions to achieve impartial resolution of
disputes and to oversee implementation of the Agreement.

The Agreement was expected to be ratified following the
passage of implementing legislation in the two national
legislatures during 1988, and to enter into force on
January 1, 1989.

In Canada, a motion calling for approval of the Free
Trade Agreement was introduced into the House of
Commons on December 15, 1987. The House Standing
Committee on External Affairs and International Trade held
hearings across Canada on the FTA during the same period.




The Foreign Affairs Committee of the Senate also held
hearings which began in December 1987. Both during the
negotiating period and after the signing of the Agreement,
consultations have taken place with the provincial govern-
ments and with the private sector representatives who are
members of the International Trade Advisory Committee
and the Sectoral Advisory Groups on International Trade
(see Chapter 2).

In the United States, the Free Trade Agreement is an
executive agreement negotiated by the Administration under
authority delegated from the Congress. The Agreement is
not, therefore, a treaty per se and does not require formal
ratification by a two-thirds majority in the Senate. Under the
“fast track™ procedures authorized by Congress, the Adminis-
tration is, however, required to introduce implementing
legislation into the Congress after signature of the
Agreement.

Once introduced, this legislation must be brought to a
vote, without amendments, within 90 legislative days.

A simple majority in each chamber is required for adoption.
Once the legislation has passed the Congress, it will be
transmitted to the President for signature and enactment
into law.

Congressional public hearings on the Free Trade
Agreement began before the Trade Sub-Committee of the
House Committee on Ways and Means on February 9,
1988. Hearings before various other Congressional
committees and sub-committees took place during February
and March. The Administration reached agreement with
key Congressional leaders on a process of consultation and
on the timing of Congressional consideration of the
required legislation.

Bilateral trade and balance of payments

Canada and the United States are each other’s number one
customer; the two countries continue to have the largest
bilateral trading relationship in the world. Reconciled trade
figures for 1987 show that total two-way merchandise trade
for the year totalled $175.6 billion. This means that
measured on the basis of the value of the goods traded,
total two-way trade increased by 1.5 per cent in 1987 over
1986. This percentage increase would have been larger but
for the fact that the Canadian dollar appreciated by about
4.5 per cent against its U.S. counterpart over the course of
the year. Canada exported goods worth $96.3 billion to the
United States during 1987 and imported U.S. merchandise
worth $79.3 billion. The resulting trade surplus in Canada’s
favour of $17 billion was the smallest since 1983.

The United States absorbed over 76 per cent of
Canadian exports during 1987 and supplied more than
68 per cent of Canadian imports. For the United States, the
value of the merchandise traded represents over 23 per cent
of total U.S. exports and slightly more than 17 per cent of
all U.S. imports.

The merchandise trade figures in themselves do not,
however, provide a complete picture of the total economic
and trade relationship between the two countries. Canada
has historically run a deficit on non-merchandise trade,
including services, transfers and investment income, with
the United States. These substantial Canadian non-

merchandise deficits traditionally produced a surplus for the
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United States in the bilateral current account, a trend which
was reversed only in 1983,

Statistics Canada figures for 1987 show a surplus on
bilateral non-merchandise transactions in favour of the
U.S. of $11.3 billion, with Canadian non-merchandise
payments worth $26.6 billion and receipts worth $15.3
billion. Using these figures, the value of the Canadian
current account surplus (which includes merchandise and
non-merchandise trade) with the United States for 1987
was approximately $5.7 billion. This surplus in Canada’s
favour is equal to just over 2.6 per cent of the value of all
bilateral merchandise and non-merchandise trade for 1987,
a year in which total two-way transactions were $217.5 bil-
lion. The bilateral current account could be said, therefore,
to be roughly in equilibrium.

Bilateral trade restrictions

Pressures in the United States for the continuation or
initiation of new restrictions over a range of Canadian
exports of resource-based, agricultural and manufactured
products continued. Anti-dumping investigations covered
Canadian exports of potash, colour picture tubes, fabricated
structural steel and micro-disks. In the area of safeguards,
import quotas on specialty steel were extended to September
1989 and the special taniffs on shakes and shingles remained
in force. National security investigation relating to anti-
friction bearings, petroleum and petroleum products, plastic
injection moulding machinery, as well as a number of inves-
tigations of alleged patent infringement, all threatened
Canadian access to the United States market.

Additionally, there were pressures for action against
imports from Canada of such diverse products as carbon
steel, uranium, asbestos, electricity, natural gas, sugar,
potatoes, ground fish and fillets, and lobsters. The U.S.
Export Enhancement Program, an agriculture export sub-
sidy, created serious implications for traditional Canadian
wheat exports to third countries. The government assisted
Canadian industry in efforts to mitigate the actual or
potential impact of such measures.

The export charge on softwood lumber products,
imposed as a result of a U.S. countervailing duty investiga-
tion, involved the collection of more than $400 million,
which was remitted to the provinces. Lengthy negotiations
with the U.S. led to the resolution of certain anomalies in
the manner of assessing the charge and agreement on the
value of measures by British Columbia and Quebec to
replace or reduce the export charge. The application by the
US. of custom user fees and a discriminatory tax on oil
imports, were determined by GATT panels to be inconsis-
tent with U.S. obligations under the GATT. Similarly,
following a complaint brought by the United States,
Canada’s export restrictions on unprocessed salmon and
herring were found to be inconsistent with the GATT.
Action to bring these measures into conformity with the
GATT is under review.

On the legislative front, the development of
comprehensive trade legislation remained a top priority for
the 100th Congress, with the enactment of a trade bill
anticipated in the spring or early summer of 1988. U.S.
trade reform initiatives, the negotiation and signature of the
FTA, together with continuing U.S. protectionist pressures
in specific product areas, necessitated close monitoring and



vigilance to ensure that access to the U.S. market for
Canadian products remained uncompromised. Trade issues,
as a consequence, figured predominantly in meetings
between Canadian ministers and their U.S. counterparts.
There were continuous informal contacts between Canadian
and U.S. officials, supplemented by written representations
to the Administration and members of Congress on an
array of major issues.

Export trade development

The United States, which buys 77 per cent of Canada’s
exports, continued to be the prime focus of the Department’s
trade development activities in 1987/88. These exports
represent a quarter of the Canadian GNP and some two mil-
lion jobs. In the worldwide context, Canada’s trade surplus
with the USS. is of such magnitude that it more than offsets
the trade deficits with all other major trading partners.

The more than 250 trade promotional events undertaken
by trade commissioners located in 22 U.S. cities and by
market development officers at headquarters in Ottawa
produced approximately:
® 445 export sales worth $845 million;
® 577 new buying connections and agency agreements;

and
® 34 new joint ventures worth $45.7 million.

While the U.S. trade development program covers many
activities, one of the most successful new initiatives in recent
years has been the New Exporters to Border States Program
(NEBS). This program introduces small- to medium-sized
businesses from every region to the entire process of export-
ing to the U.S. and seeks to take the mystery out of what
can seem a most intimidating activity.

The consulate in Buffalo was the most active NEBS
mission, initiating projects in co-operation with the
provinces of Ontario and Quebec. Of the first 553
companies that participated in the Buffalo-Ontario NEBS
program, more than half followed up and made export
sales. Some $50 million of export orders were written by
these companies, exporting for the first time ever. This
represents about 1200 person-years of employment, and
$211 of export revenue for every tax dollar spent on the
program. NEBS activities have also been organized for
companies in the West and the Atlantic provinces. -
Although more than 3 000 companies from across Canada
have already participated in NEBS, there is a backlog of
250 companies in Ontario alone.

The U.S. economy is far too dispersed to be effectively
covered by the 13 trade offices at the embassy and consu-
lates general. To rectify this, a number of small, low-cost,
«“satellite” trade offices have been opened to effect priority
trade programs. These offices have already introduced more
than 500 Canadian companies to opportunities in regional
American markets. Due to the Orlando office, for example,
the Governor of Florida and state urban transit officials
visited Canada and, as a result, confirmed an important first
sale of Canadian rapid transit vehicles for use in the Fort
Lauderdale-Miami corridor. As well, the recently opened
office in Cincinnati arranged a mission to Canada of buyers
from one of the largest U.S. health services supply
companies.

_ Computerization of the trade missions within the U.S.
was completed, allowing them to take advantage of the

World Information Network, or WIN Exports. This micro-
computer-based system gives trade officers in the field and
at headquarters immediate access to product information of
more than 22 000 Canadian exporters. WIN Exports was
developed only in 1986, but is proving to be a tool of consi-
derable potential; for example, WIN Exports introduced a
Cleveland firm to seven Canadian manufacturers of pres-
sure vessels, which resulted in the firm placing $400 000
worth of business in Canada.

The National Trade Strategy Program, introduced three
years ago, has generated approximately $70 million worth
of export business to date with a further $200 million
projected during the next 12 months, which would create
about 6 000 person-years of employment.

Under the Program for Export Market Development
(PEMD), trade promotional events introduced 751 firms to
1.2 million American buyers. Over 70 per cent were first-
time exporters, and 80 per cent were classified as small- to
medium-sized businesses. The exporters were from Ontario
(50 per cent), Quebec (17 per cent), British Columbia
(13 per cent), the Atlantic provinces including Newfound-
land (3 per cent), and the prairie provinces (17 per cent).
Immediate sales of $46.5 million were generated with an
expectation of a further $823 million during the following
12 months. When completed, the 12-month sales will
translate into a return of $230 for every tax dollar spent
and 20 000 person-years of employment.

Investment development

Direct U.S. investment made in Canada during 1987 was
$7.5 billion (compared with $3.3 billion in 1986), represent-
ing almost 80 per cent of the total foreign direct investment
inflow. By the end of 1987, the cumulative value of direct
USS. investment in Canada was about $75 billion. The
United States is thus Canada’s most important source of
foreign investment and Canada’s primary investment
promotion market. Close to 40 per cent of Canada’s total
Investment Development Program of $3.8 million in
1987/88 was directed to the United States.

Promotional initiatives in 1987/88 were more targeted
sectorally and took as a theme “Canadians are excellent
business partners.” The Investment Development Program
was increasingly directed to identification and cultivation of
priority sectors, including electronics, automotive, and
machinery and industrial equipment, with a view to
attracting to Canada internationally competitive industries
and technology-bearing investment (e.g., microelectronics,
advanced industrial materials, biotechnology and advanced
manufacturing processes). Emphasis was placed on the
encouragement of new “greenfield” investments, joint
ventures and exchanges of technology.

The Program is conducted by missions through contacts
with U.S. business leaders, members of government and
officials. In 1987/88, it carried out over 75 events and
projects: Canadian ministerial meetings in the United States
with selected U.S. business groups; seminars for selected
members of the U.S. business community on the Canadian
business and investment climate and industrial capabilities;
presence at key U.S. trade fairs with investment information
booths; missions to Canada, including visits of U.S. finan-
cial analysts and portfolio investment advisers, to acquaint
members with Canadian business interests and economic




policy developments; and media advertising campaigns to
promote, for example, investments in the electronics sector.
Many of these promotional projects were organized in co-
operation with Canadian provincial and municipal authori-
ties and drew upon the expertise of Canadian industry
associations.

The core of the Program, however, lay in the thousands
of day-by-day, one-on-one contacts that the missions had in
1987/88 with prospective investors to answer questions
about doing business in Canada and to facilitate decisions
to establish operations in Canada.

Environmental and transboundary issues
Transboundary flows of sulphur dioxide from the United
States into Canada remain at an unacceptably high level.
Acid rain, therefore, continued to be a central bilateral
irritant, aggravated in September 1987 by the publication in
the U.S. of the mid-term report of the National Acid
Precipitation Assessment Program (NAPAP). The report,
especially its Executive Summary, presented a particularly
misleading, flawed and incomplete assessment of the acid
rain problem which, over all, minimized the extent and
seriousness of environmental damage. The report ignored
Canadian statistics and data which had been provided to
NAPAP. The Canadian government issued a comprehen-
sive scientific critique of the NAPAP report.

The Bilateral Advisory and Consultative Group of senior
officials, recommended by the Special Envoys on Acid
Rain, met several times. In response to President Reagan’s
commitment to Parliament in April to consider an acid rain

accord modelled on the Great Lakes Water Quality Agree-
ment, Canada, through the Group, tabled a paper outlining
the essentials of such an accord. Later the full draft text of
such an accord was given to the United States. After
lengthy delays, the United States indicated its view that
current scientific knowledge did not warrant an agreement
with specific emission reduction targets and timetables for
their attainment. Instead, the United States favoured a
general accord limited in scope to further studies, informa-
tion exchanges and problem definition. This was not accept-
able to Canada. The Prime Minister unambiguously set out
Canada’s basic objective in his address to the Americas
Society in New York in March 1988: “Nothing less than
targeted, mandated reductions in acid rain emission in the
United States will suffice.” The Prime Minister went on to
note that transboundary acid rain will remain a major
difficulty in the relationship until polluting emissions from
the United States are brought down to an environmentally
tolerable level.

On November 18, 1987, the Protocol Amending the
Great Lakes Water Quality Agreement was signed in
Toledo, Ohio, by Canada and the United States. This
represented the successful conclusion by the two
governments of a review of the Agreement. The bilateral
discussions on the development of the Protocol included
representatives of citizens’ groups. The Protocol strength-
ened the Agreement with new provisions for the clean-up
of pollution “hot-spots” around the Great Lakes, and for
the control of toxic chemicals from such sources as the
atmosphere, groundwater and contaminated sediments.

Table 5
CANADA’S TRADE WITH THE UNITED STATES
(millions of Canadian dollars)
CURRENT ACCOUNT — Not Seasonally Adjusted PER CENT SHARE OF CANADA’S YEAR-OVER-YEAR
TOTAL EXPORTS, IMPORTS PER CENT CHANGE
MERCHANDISE TRADE 1985 1986 1987 1985 1986 1987 86/85 87/86
Merchandise exports ‘94013 93818 95966 78.6 77.8 76.3 0.2 23
Merchandise imports 73494 76385 79252 71.6 69.3 68.7 39 38
Merchandise trade balance 20519 17433 16714
NON-MERCHANDISE TRADE
Non-merchandise receipts 14613 16182 15343 10.7 -5.2
Non-merchandise payments 26547 27776 26610 46 4.2
Non-merchandise balance -11934 .-11594 -11267
TOTAL CURRENT
ACCOUNT BALANCE 8585 5838 5447
CAPITAL ACCOUNT — Not Seasonally Adjusted
Total Canadian claims 3295 7429 -3645
Total Canadian liabilities ° 2684 -1900 7198
Total capital account -5979 9329 3553
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After a decade of intermittent talks, on July 17, 1987,
Canada and the United States signed the Agreement on the
Conservation of the Porcupine Caribou Herd. This Agree-
ment seeks to protect the herd, which migrates regularly
across the Alaska-Yukon border, and it creates an Inter-
national Management Board. In November 1987 Canada
released its Comments Paper on the proposal by the U.S.
Department of the Interior to explore for and develop
hydrocarbon reserves in the Arctic National Wildlife
Refuge. Canada continued to press for the protection of
critical wildlife habitats, including the calving grounds of
the caribou, in the Refuge.

Work began on the preparation of the Canadian position
for negotiations regarding payment by the U.S. towards the
construction of the Rafferty and Alameda dams in the
Souris River Basin in Saskatchewan in return for the
provision by Canada of flood control benefits.

Energy
The two countries continued to work for the removal or
reduction of barriers in Canada-U.S. energy trade. This
process was occasionally marred by U.S. actions including
the reconfirmation in May 1987 of the U.S. Federal Energy
Regulatory Commission decision which placed Canadian
gas exports at risk and created the threat of an oil import
fee and a Commerce Department investigation on petro-
Teurn imports to determine their effects on national security.
The negotiation of the Free Trade Agreement has
important implications for bilateral energy relations. The
FTA will place the most extensive bilateral energy trade in
the world, totalling $13 billion in 1987, on a more secure
footing by giving to Canada more assured access to U.S.
markets and, to the United States, non-discriminatory
access to secure Canadian supplies.

Space

Negotiations progressed well with the United States,
Europe and Japan on the terms of Canada’s participation in
the permanently manned civil Space Station program. The
station will be the most ambitious project ever undertaken
by Western nations in pursuit of peaceful exploitation of
space. Canada’s planned contribution is a $1.2 billion
mobile servicing system.

On communications and space matters, Canada
continued multilateral and bilateral discussions with the
U.S. and other countries for an adequate spectrum alloca-
tion for Canada’s proposed mobile satellite system. Negotia-
tions began on the renewal of the trilateral arrangement
with the U.S. and Mexico on satellite orbit allocation and
bilaterally with the U.S. on the co-ordination of trans-
boundary services to be provided by both U.S. satellites and
Anik E, the next generation of Canada’s communications
satellites.

Intellectual property

Cultural and intellectual property issues continued to arise
on both sides of the border. The U.S. expressed concern
over the investment restrictions of Canada’s book publish-
ing and distribution policy as well as over proposed
legislation intended to create a separate Canadian market
for film distribution rights. On intellectual property, the
Canadian government’s tabling of amendments to the
Copyright Act responded to domestic concerns and
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provided for more effective anti-piracy measures. The
government committed itself to the introduction of
retransmission rights for signals retransmitted by cable or
satellite to coincide with the entry into force of the FTA
(see also Chapter 1).

Transportation ’

The Canada-U.S. Trucking Consultative Mechanism
undertook work to ensure greater harmony of safety
standards in both countries. The Canada/U.S.A./Seaway/
Great Lakes Consultative Mechanism continued work on
the co-operative management of the system. Both countries
undertook comprehensive studies of their respective marine
pilotage regulations.

A US. Report on transportation access through the
Alaska Panhandle was completed. The Report incorporated
a fully satisfactory response to earlier Canadian representa-
tions concerning the need for a mechanism to consider
future Canadian transportation access needs.

Fisheries relations

Canada-U.S. fishery relations are to a large extent governed
by geography and the migratory habits and commercial
value of fish, which places both countries in a competitive
situation, but also requires their co-operation.

Two issues, one resolved, one not, were of significance
during 1987/88: (a) Transboundary Rivers: A five-year
agreement (1988-1992) was successfully negotiated with the
U.S. governing the salmon fisheries on the Stikine and Taku
rivers (northwestern British Columbia and the Alaskan
Panhandle). The agreement will bring more economic
security to Canadian (and U.S.) fishermen, and will mean
that Canada receives more fish and a larger harvest share
than under a previous agreement; (b) Yukon River:
Canadian-origin fish account for about 50 per cent of
Yukon River salmon, but the United States takes between
85 and 90 per cent of the annual catch. Negotiations with
the U.S., which have been going on since 1985 to resolve
catch allocation of the salmon, made little progress in
1987/88. Canada will continue to pursue the issue of its
right to a larger share of the Canadian-origin Yukon River
salmon.

Communications and culture

There was a further intensification of activity by the
Department, the embassy and the 12 consular missions in
the cultural, academic and public milieus across the United
States. The 1986 Cabinet decision on Canada’s international
cultural relations confirmed the United States as the highest
priority country for the Department’s arts promotion and
academic relations activities. In particular, the program of
Canadian Studies, aimed at enhancing the research and
study of Canada at American universities and colleges and
throughout the educational system, has been especially
active. Intensified programming provided increased
opportunities for Canadian artists and their creations,
especially in the area of visual and performing arts,
throughout the United States in both the public and
commercial sectors.

Intensive efforts were made to present to a wide
spectrum of American opinion-formers a range of factual
information on Canada’s role in the relationship. New series
of publications stressing the theme of Canada-U.S.




partnership and an environmental newsletter were widely
distributed to opinion-formers to present the Canadian
perspective on issues of significance in the relationship.

A number of conferences, seminars and speaking
engagements, co-sponsored by influential U.S. partners,
were devoted to the major issues — acid rain, trade
relations, the defence partnership, cultural sovereignty.
Group visits to Canada of influential U.S. opinion-formers
such as journalists, university presidents and congressional
staff members were arranged, with briefings on major
aspects of the relationship. Increased emphasis was also
given to media relations, by the Department and its
missions, resulting in a significant increase in U.S. media
coverage, particularly by newspapers and magazines, on a
variety of targeted Canadian subjects. Coverage was greater
and better informed than in previous years.

Parliamentary relations

The Department continued to support parliamentary
exchanges with the United States. In particular, it continued
its grant to the Centre for Legislative Exchange to facilitate
visits by members of Congress and parliamentarians to both
countries. The subjects of their study included trade, tax
reform, science policy, international banking and postal
services.

Immigration and border crossing

The Canada-United States border continues to be one of
the most easily and frequently crossed international
boundaries in the world, with over 75 million crossings per
year. The difficulties Canadians face in obtaining access to
the United States for temporary employment, however, has
been a major and long-standing concern. Provisions of the
Free Trade Agreement will considerably alleviate these
problems, particularly for business people needing reliable
and easy temporary access to their customers.

Agreement was also reached on customs and
immigration clearance of individuals in transit through
Maine on the VIA Rail Atlantic service. The new proce-
dures will reduce the inconvenience to passengers and to
VIA Rail.

Immigration legislation, regulations and procedures in
one country often have a significant effect on the other side
of the border. During the last year, for example, the enact-
ment of the U.S. Immigration Reform and Control Act
prompted a number of refugee claimants, particularly
Central Americans, to apply for entry to Canada. This new
circumstance caused Canada to take measures to deal with
the rising level of arriving refugee claimants.

Western Europe and the European Community

Canada’s relationship with Europe is based on close historic
and socio-cultural ties and is undergoing a considerable
evolution with growing emphasis on economic and trade
relations. Canadian interests in Europe include the 12
member countries of the European Community as well as
the non-member countries. Canada pursues its interests
bilaterally in the respective European capitals and
additionally in the case of the Community in Brussels,
under the auspices of the Canada-European Community
Framework Agreement for Commercial and Economic Co-
operation, and multilaterally, in such diverse forums as the
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Conference on Security and Co-operation in Europe, the
Mutual and Balanced Force Reductions in Europe, NATO,
OECD, the United Nations and the GATT. Canada partici-
pates regularly in the economic summits and in quadri-
lateral trade ministers® meetings and, through these
meetings, has reinforced its general bilateral relationships
with the United Kingdom, France, West Germany, Italy
and the Commission of the European Community.

Over 90 per cent of Canada’s total Western European
trade is with the countries of the European Community, or
Common Market. The presidency of the EC rotates on a
six-month basis through each of the 12 member states.
Representatives from the United Kingdom, Belgium and
Denmark held the presidency during the period under
review.

Trade ‘

The European Community continues to be the world’s
largest trading unit. For 1986, imports by member countries
from outside the EC totalled $334 billion (US), surpassed
only by the United States” total imports of $370 billion. Of
Canada’s total exports of $10.5 billion to Western Europe
in 1987, the EC absorbed $9.2 billion, an increase of 16.4
per cent over 1986. This growth could be attributed to
Western Europe’s continuing recovery from the 1981-1982
recession and the movement of Canadian-European
exchange rates towards historically normal relative values.
Exchange rates also played a role in modifying the trend
towards increased imports of European goods by Canada.
In 1987, these imports grew by only 6.7 per cent compared
to 18.3 per cent in 1986. This reversal notwithstanding,
imports from Western Europe rose to $15.8 billion (of
which $13.4 billion came from EC countries) leaving a
merchandise trade balance of $5.4 billion in Europe’s
favour. A considerable portion of this balance was
accounted for by Canada’s import of North Sea oil; the’
U.K. was Canada’s single largest supplier of petroleum

in 1987.

Western Europe is an ideal market for Canadian
exporters since it is a cash market with a demand for high-
quality products and advanced technology. During this
decade, some 60 per cent of Canadian exports to Western
Europe have been value-added fabricated materials or end
products. Highly sophisticated and competitive export
marketing and investment strategies are required to expand
Canadian exports. Western Europe offers considerable
potential for industrial co-operation, joint ventures and
technological transfer, particularly in emerging industries,
but also in manufacturing in general. Canadian firms have
found promising markets for agriculture and food products,
particularly fish, as well as for informatics and telecommuni-
cations equipment, defence and security products, special-
ized machinery and equipment, aerospace products, forestry
products, cultural industries, selected consumer products,
and minerals and metals. '

Western Europe is the most important international trade
show venue in the world. In the year under review, the
Department organized government and industry participa-
tion in 17 major fairs, at a cost of $2.7 million. Over 350
firms involved in these events reported on-site sales of
approximately $85 million and total estimated sales for the
following year in excess of $377 million.



Immigration

Western Europe remained the second largest source of new
immigrants to Canada, and 27 454 visas were issued to
potential immigrants from the region. In addition, 57232
visitor visas, including 4 756 student visas and 13776
temporary work permits, were issued. With the support of
Investment Canada, emphasis was placed on encouraging
the immigration of business people. These efforts attracted
495 immigrant entrepreneurs, who invested some $775
million in Canada. This was 158 per cent more than in the
previous year and resulted in the creation of 2335 jobs.

In co-operation with airline companies and airport
officials in Western Europe, Canadian missions tackled the
serious problem created by the large number of persons
seeking to enter Canada using false visas or forged travel
documents. In addition, a number of missions, including
Athens, Bonn and Rome, continued to process applications
from Eastern Europe, Africa and the Middle East under
Canada’s program for refugees. In all, 4 861 refugee files
were processed by missions in Western Europe during the
year. Immigration services were added to the missions in
Madrid and Ankara, while those in Milan were closed,
since its territory is now served by the embassy in Rome.

Cultural relations

Cultural and public affairs programs helped to promote
Canada’s foreign policy objectives and to strengthen
bilateral relations with the European countries. A consider-

able number of artistic events, including a major tour by the
Montreal Symphony Orchestra, allowed Canadian cultural
enterprises to establish themselves in these markets, which
are essential to their further development. Meetings of joint
cultural commissions with Italy and Belgium and formal
consultations concerning culture with the Netherlands and
the United Kingdom underlined the importance of Canadian
cultural exchanges with those countries. Canada also signed
a memorandum of understanding on cultural relations with
Greece.

The European Community

Canada’s relationship with the EC during the year under
review was characterized by increasingly intense political-
level involvement in its management, beginning with a call
on her EC counterpart by the Minister for International
Trade in May 1987, and culminating in a visit to the
President of the Commission of the European Communities
by the Prime Minister in March 1988. These visits were
useful in putting bilateral irritants into perspective within
the general context of an expanding trade relationship and
successful industrial and scientific-technological co-
operation programs. The tone of the relationship with the
EC, as represented by the Commission (its executive arm),
continued nevertheless to be marked by differences over
specific issues, several of which were the subject of consulta-
tions or dispute settlement proceedings under the GATT.
This is an inevitable concomitant of its sovereignty over
trade, agriculture and fisheries, areas which traditionally

Table 6
CANADIAN IMPORTS FROM WESTERN EUROPE BY COUNTRY
(thousands of dollars)
Per cent
change

1985 1986 1987 87/86
Belgium and Luxembourg 530130 618229 620964 04
France 1372610 1585291 1489423 -6.0
West Germany 2715609 3453228 3535023 24
Italy 1331098 1671356 1693286 1.3
The Netherlands 622854 694138 754063 8.6
United Kingdom 3280844 3721154 4341860 16.7
Ireland 217879 2443818 199701 -18.4
Denmark 228918 233493 249491 6.8
Greece 47880 70250 63441 9.7
Portugal 87274 78294 89025 13.7
Spain 366482 441423 484 535 9.8
Gibraltar 385 118 — —
Malta 5814 3390 1273 624
Austria 182181 212962 247782 164
Finland 200124 253960 287690 133
Iceland 3498 11883 8319 -30.1
Norway 187912 167561 256863 533
Sweden 682834 788209 884005 122
Switzerland 438955 591283 606 647 26
Turkey 35888 56753 78400 38.1
TOTAL 12588791 14897891 15891789 6.7
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Table 7
CANADIAN EXPORTS TO WESTERN EUROPE BY COUNTRY
(thousands of dollars)
Per cent
change
1985 1986 1987 87/86

Belgium and Luxembourg 722009 843504 1131766 34

France 743447 1009396 1034277 25
West Germany 1232919 1317344 1507 495 144
Italy 542050 709469 835929 17.8
The Netherlands 956311 1001679 ‘1014302 13
United Kingdom 2482230 2718252 2832816 42
Ireland 84632 91470 141281 54.5
Denmark 84690 111811 109839 -1.8
Greece 41701 66 155 66314 0.2
Portugal 62389 154389 172994 12.1
Spain 134235 137347 210233 53.1
Gibraltar 385 118 157 33

Malta 732 1131 1767 56.2
Austria 59037 52391 91261 742
Finland 133760 85740 103571 20.8
Iceland 3446 7627 10387 36.2
Norway 383545 320951 313047 -25
Sweden 199198 247480 248188 03
Switzerland 324008 356624 401965 12.7
Turkey 221426 202980 266073 31.1
TOTAL 8412150 9436053 10493 663 11.2

account for most of the bilateral irritants. By contrast, the
member states have largely retained sovereignty in those
areas in which we enjoy bilateral co-operative success
(e.g., cultural relations).

Bilateral irritants influencing Canada-EC relations
included continued EC pressure for increased access to non-
surplus fish stock, aggravated by the expiry of their entitle-
ment to allocations under the Canada-EC Long-term
Fisheries Agreement; continued over-fishing by EC vessels
in waters adjacent to the Canadian zone, since the Com-
munity chose not to be bound by Northwest Atlantic
Fisheries Organization catch limits in key fisheries; and
persistent disagreement over fundamental issues of fisheries
conservation and management. While not entirely satisfied
with Canada’s proposed pharmaceutical legislation, the EC
deemed its major concerns to have been met and urged
speedy adoption. The GATT panels examining the EC’s
complaints on provincial liquor board practices and the
imposition of countervailing duties on imports of beef
concluded their reviews and found the practices in question
inconsistent with Canada’s international obligations. The
report on liquor board practices was adopted by the GATT
at the end of the review period, and Canada must report by
the end of 1988 on what it is doing to come into conform-
ity with the GATT. In a related development, Canadian
wine makers and grape growers petitioned the government
under the customs tariff for relief from subsidized EC
competition. The beef panel report is still being discussed.
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The Community pressed its request for an adjustment of the
Canadian import quota for cheese to accommodate the
three new member states which had joined the EC since its
share of the quota had been set in 1979. It also protested a
tariff classification ruling by Canada that resulted in a rate
of 10 per cent being applied to most pasta imports, instead
of a zero rate.

Canada expressed concern at several actions taken or
contemplated by the EC that could have a negative impact
on Canadian exports. These included a proposed EC tax on
edible oils and fats that would have damaged Canada’s
oilseeds exports; the tax has not been adopted. An EC ban
on the use of growth-promoting hormones in livestock
production came into effect over the strenuous objections of
Canada and other exporters; Canada is consulting with the
EC under the GATT. Differences have also marked the
debate over the EC Third Country Directive, which sets out
the criteria which meat packing establishments must meet if
they wish to export to the EC; the issue now concerns
Canada’s reciprocal inspection of EC plants using the same
criteria. Other agricultural problem areas included new EC
rules governing the import of dessert apples, and a proposed
import deposit scheme covering imports of dried pulses.
Industrial trade relations were generally harmonious, with
the exception of the difficulty encountered in both 1987 and
1988 in obtaining access to the Spanish market for Canadian
steel; the 1987 quota was settled by negotiation.

On the positive side, derogations from EC plant health



regulations were obtained to allow the sale of Canadian
seed potatoes to Italy and Greece. Also, the Community
sarrowed the quarantine area applied following an out-
preak of blue tongue disease (a deadly ailment afflicting
ruminants) in the Okanagan Valley, so as to permit
Canadian exports of live animals from outside the Valley to
continue. Finally, improvements were made to the EC’s
irnport licensing system for high-quality beef which are
expected to benefit Canadian exporters.

As a result of the accession of Spain and Portugal to the
European Community on January 1, 1986, Canada entered
into negotiations with the EC under GATT Article XXIV:6
to establish compensation for the impairment to its trade
oceurring as a result of the EC enlargement. Canada is
concerned that several of the EC proposals, most notably in
the fisheries sector, are more restrictive than those applied
currently. Repeated negotiating sessions narrowed the gap
but did not eliminate it; a key issue has been referred to the
GATT for binding arbitration, so as to allow negotiations to
conclude. Canada has also signalled its intent to negotiate
compensation for other rights arising out of the formation
of the EC and its first enlargement, both of which caused
considerable harm to Canadian export of cereals.

The past year also saw important progress in Canada’s
scentific relations with the EC. This included the intensifica-
tion of discussions on co-operation in fusion research with
the Community. Significant advances were also made in
identifying areas where respective research and develop-
ment priorities coincided and which could lezd to eventual
co-operation in this field.

‘United Kingdom
The United Kingdom remained Canada’s third-largest
trading partner, after the U.S. and Japan, and second largest
source of foreign investment. Two-way merchandise trade
with Britain for 1987 grew to $7.2 billion, an increase of

14 per cent over 1986 figures. The UX. had a trade surplus
of about $1.5 billion, due largely to North Sea oil exports
to Canada. Canadian exports to the U.K. rose by almost

5 per cent to $2.8 billion, representing about 30 per cent of
all our exports to the European Community. This increase
in total value of trade with the UK. should be viewed in
the context of a further 6.5 per cent decline in the average
exchange rate of the Canadian dollar against sterling from
1986 to 1987, following a 10 per cent decrease from 1985 to
1986. Thirty-three Canadian firms participated in three
international trade fairs in the UK., with on-site sales of

$3 million.

Regular consultation on political, defence and economic
subjects, a hallmark of the relationship, continued at a high
level in 1987. Numerous visits in both directions pointed up
the close and extensive relationship between the two
countries. The Commonwealth Heads of Government
Mescting in Vancouver provided opportunities for Prime
Minister Mulroney to discuss both bilateral and multilateral
issues of concern with Prime Minister Thatcher. The
Secretary of State for External Affairs received a visit to
Ottawa of his British counterpart, Sir Geoffrey Howe, in
September. The two meet regularly both in Ottawa and
London, and at multilateral gatherings such as NATO and
Commonwealth conferences. Members of the Royal family
also paid visits to Canada in 1987. In pursuit of bilateral

objectives, other Canadian and UK. ministers exchanged
visits: U.K. Defence Secretary Younger visited Ottawa in
September. U.K. Trade and Industry Minister Clark was in
Vancouver in November; Finance Minister Wilson visited
his counterpart, Mr. Lawson, in London in November; and
Frank Oberle, Minister of State for Science and Technology,
went to London late in the year for talks. Premiers from
Quebec and Alberta travelled to the UK. and parliamen-
tary delegations exchanged visits during the year. The
successful negotiation of a new bilateral air agreement
between the two countries promises significant improve-
ment in air services.

The Canada-U.K. Colloquium series continued in 1987
with the holding of a successful meeting in Gleneagles and
a decision to hold the next in Canada in 1988.

Federal Republic of Germany

Bilateral relations between Canada and the Federal
Republic of Germany (F.R.G.) continued to thrive during
1987/88. The relationship is rooted in common member-
ship in the Atlantic Alliance, the OECD, the £Conomic
summits, the United Nations and other international bodies
as well as in strong trade and economic ties. Increasing
scientific, technological, cultural and academic exchanges
are broadening the partnership.

Exchanges and contacts at both the official and private
levels intensified over the period. The Canadian ministers of
Finance and Science and Technology visited Germany
during the year for consultations with their counterparts. In
the spring the Secretary of State for External Affairs met
with the F.R.G. Foreign Minister to review a number of
issues. Canadian ministers welcomed to Canada their
German counterparts from the ministries of the Interior,
Fconomic Development, Post and Telecommunications,
State for Foreign Affairs, and Labour and Social Affairs.
Building upon earlier contacts, extensive exchanges took
place between Canadian and German parliamentarians.

Two-way trade between Canada and the Federal
Republic of Germany has grown impressively over the last
decade or so to its present level of over $5 billion. Germany
has continuously had a trade surplus, which in 1987 stood
at $2.0 billion. The surplus fell over previous years in the

 face of a 20 per cent growth in Canadian exports to

Germany in 1987. A particularly promising sector for future
market development is the high technology and manufactur-
ing sector. Over 175 Canadian companies participated in
seven major international trade fairs in the Federal Republic
of Germany in 1987 under government sponsorship. Report-
ed sales at these fairs totalled $161.8 million, of which

$15.1 million were on-site sales and the remainder pro-
jected for the coming year. Industrial and scientific links
between Canadian and German firms continued to grow
and Canada actively promoted German investment in the
Canadian economy.

Under the auspices of “Atlantik Bruecke,” an FR.G.-
Canadian private sector organization, a second conference
was held in Frankfurt in October 1987 to discuss Canada’s
relations with the Federal Republic and their outlook on
key international issues. The meeting, which brought toge-
ther prominent politicians, government leaders, academics
and journalists from Germany and Canada, was marked by
the similarity of mutual interests and views. It is envisaged




that conferences will be reconvened annually. In February
1988 the Association of Canadian Studies in the Federal
Republic (at Grainau) held another successful meeting with
a high level of academic cross-participation. The Grainau
conference, largely sponsored by the Department, is recog-
nized as the international forum for Canadian Studies in
German-speaking universities in Europe.

France .

Political relations with France were particularly active
during the past year. In May President Mitterrand made a
five-day official visit to Canada that included stops, in
chronological order, in Ottawa, Quebec, New Brunswick,
Ontario and Saskatchewan. President Mitterrand’s visit,
coming 20 years after that of General de Gaulle, had a
definite historical and symbolic dimension. In August Prime
Minister Chirac also visited Ottawa, in connection with his
participation in the Francophone Summit in Quebec, and
met with Prime Minister Mulroney. During his visit, it was
announced that the two governments and the French firm
Acérospatiale would negotiate a co-operative agreement
concerning the French ERYX anti-tank missile. Finally, to
climax a year of intensive political relations between the
two countries, the Governor General made a state visit to
France from January 25 to 29, 1988. This was the first
official visit by a Canadian Governor General to France,
and it was marked by all the honours due to a head of
state. Mme. Sauvé was accompanied by George Hees,
Minister of Veterans Affairs, Don Mazankowski, Deputy
Prime Minister and President of the Privy Council, and
Robert de Cotret, Minister of Regional Industrial
Expansion and Minister of State for Science and
Technology.

The dispute between France and Canada over fish quotas
and over the maritime boundary off the coast of St. Pierre
and Miquelon is the only serious bilateral problem. This
issue attracted much attention from both the French and
the Canadian press on several occasions during the past
year. Contacts and discussions are taking place in order to
settle this dispute to the satisfaction of both parties.

Bilateral trade between Canada and France remained
stable at $2.5 billion from 1986 to 1987. Canadian exports -
increased by 7 per cent and there was a slight decrease of
5 per cent in imports from France. The Investment Develop-
ment Program seeks to stimulate French investors® interest
in Canada. The French companies targeted must have state-
of-the-art technology to offer, be financially sound and have
a growth strategy for their national and international mar-
kets. The new projects implemented under this Program
will increase French investment in Canada, which already
amounts to nearly $1.5 billion. In addition to encouraging
direct investment, Canadian trade offices in Paris and Lyon
are particularly interested in industrial co-operation and
technology transfer. In the second year of its existence, the
economic Action Plan for France assisted the growth of the
Canada-France Business Club and made a visit by an
economic mission from the Midi-Pyrénées region possible.
In Paris, the creation of a Canada data bank, accessible by
Minitel, makes economic information more easily available
and public reaction has been favourable. Two briefing
sessions for exporters interested in France were held in
Montreal and Toronto in February 1988, and a new publica-

tion entitled A Look into the French Market, which summa-
rizes the characteristics of promising markets for Canadian
products, was made available. Some 76 Canadian firms
participated in four international trade fairs in France and
made sales of $57 million. The most important of these
fairs was the Paris Air Show, held at Le Bourget in June in
which 53 Canadian firms took part, 20 of them for the first
time, and made sales estimated at $55 million.

Italy

Canada’s bilateral trade with Italy continued to grow but at
a more moderate pace than in previous years. From
1986/87 to 1987/88, it increased from approximately

$2.4 billion to a little over $2.5 billion. Canadian imports
from Italy showed a slight increase of $23 million, rising
from $1 670 million to $1 693 million, while exports to
Italy increased by nearly $145 million — from $691 million
to $836 million.

Two Canadian trade and industrial missions went to
Italy during the year. The first was headed by the Minister
of Regional Industrial Expansion, Michel Coté, and took
place in May 1987, and the second by his successor, Robert
de Cotret, in February 1988. The Economic Summit in
Venice from June 8 to 10, 1987, provided an opportunity
for the Prime Minister, the Secretary of State for External
Affairs and the Minister of Finance to visit Italy. Prepara-
tions for the summit also occasioned a brief visit to Ottawa
for consultations by Italian Prime Minister Amintore
Fanfani, in May. In addition, visits by members of Parlia-
ment and senior officials of both countries contributed to
strengthening relations.

The Holy See

Canada’s mission to the Vatican maintains close relations
with Church authorities and regularly seeks their views on
the major political and humanitarian issues of the day, in
particular on human rights, religious freedom and inter-
national development. The bilateral aspect of Canada’s
relations with the Holy See is of equal importance.

A number of Canadian ministers and members of Parlia-
ment, as well as many religious figures, visit the Holy See
annually.

A very special occasion was the beatification, on May 10,
1987, of Monsignor Louis-Zéphirin Moreau, who served as
the fourth bishop of Saint-Hyacinthe, from 1876 to 1901.
An official Canadian delegation, headed by Pierre Cadieux,
the Minister of Labour, visited Rome to take part in the
events surrounding the beatification. Another high point in
Canada’s relations with the Holy See was the papal visit to
Fort Simpson in September 1987, when the Holy Father
held the meeting with the native people that had had to be
cancelled on account of bad weather during his tour of
Canada in 1984.

The Benelux countries
Belgium, the Netherlands and Luxembourg are among
Canada’s main trading partners in Europe. Bilateral trade
with these countries increased considerably in 1987 to
$3.5 billion.

Canada has a close relationship with the Netherlands,
which is one of its main European trading partners and
ranks eighth as a source of foreign tourists and third among



European investors in Canada. Two-way trade increased
slightly during the year; exports to the Netherlands
amounted to $1.01 billion, while imports totalled $754
million. A social security agreement was signed in February
1987. A major Dutch cultural festival in Canada in 1987
was notably successful. There were a number of visits by
ministers of both countries, as well as a visit to the
Netherlands by two groups of parliamentarians.

As members of the French-speaking community, Belgium
and Luxembourg participated in the Francophone Summit
in Quebec in September 1987. Canada participated in the
Flanders International Technological Fair, held at Ghent in
May. In October, a memorandum of understanding on
defence industrial co-operation was signed and a joint
cultural commission was held in Brussels. Visits by
ministers of both countries also took place.

The Nordic countries
The past year was fruitful in terms of bilateral visits and
exchanges with all the Nordic countries. The King of
Norway and the King of Sweden both made state visits to
Canada, while Iceland’s Minister of Foreign Affairs,
Mr. Hermannsson, on his visit to Ottawa in September
1987, met with Tom Siddon, Minister of Fisheries and
Oceans, Paul Dick, Associate Minister of National Defence,
and Joe Clark. The Norwegian Minister of Foreign Affairs,
Mr. Stoltenberg, visited Canada in May and Mr. Clark
made an official visit to Norway in December 1987. The
Minister of Employment and Immigration, Benoit
Bouchard, visited Sweden in October and the Danish
Minister of Labour, Mr. Dyremose, came to Canada in
February. A number of officials came to Canada for the
Calgary Olympics and took advantage of their visit to meet
with their Canadian counterparts. They included the
Speaker of the Finnish Parliament, Mr. Ahde, and the
Norwegian Minister of Cultural and Scientific Affairs,
Mr. Bakke. The Finnish Prime Minister, Mr. Holkere, also
met with Mr. Clark at the time of the Olympic Games.
There were a number of exchanges at the provincial and
territorial levels, and trade and scientific visits took place in
“both directions. In addition, groups of parliamentarians
travelled to the Nordic countries to discuss issues of
common interest.

In the context of the development of Arctic policy, one
aspect of which is closer co-operation with its Nordic
partners, Canada participated in a conference on circum-
polar issues held at Tromso, Norway, where Joe Clark
delivered an important speech on Canada’s intentions. In
order to strengthen ties with Greenland, which is under
Danish jurisdiction, Canada appointed an honorary consul
at Nuuk in June. g

Bilateral trade relations between Canada and the Nordic
countries continued to be important and the volume of
trade reached $2.4 billion. Special efforts were made with
respect to the promotion of investment and technology
transfer. In February Finland’s Minister of Foreign Trade,
Mr. Salolainen, met in Ottawa with Mr. de Cotret, Minister
of Regional Industrial Expansion and Minister of State for
Science and Technology. One subject discussed was the
signing of an exchange of letters on science and technology.

~ Sweden’s largest visiting business delegation visited four
Canadian provinces in March. Two Canadian trade missions
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travelled to the Nordic countries to promote Canadian elec-
tronic products, and Canadian business people participated
in the aquaculture fair held in Trondheim in August.

A Norwegian scientific mission visited Canada in November
1987 to discuss the implementation of the exchange of
letters signed between the two countries in December 1986.
The Canada-Norway working group on offshore resources
pursued its work, and a Norwegian delegation visited
Canada in September 1987,

Several Canadian writers participated in literary seminars
in the Nordic countries, and Scandinavian painters, photo-
graphers and sculptors exhibited their works in Canada.
The major cultural event of the year was the conference on
Canadian Studies held at Lund, Sweden, in August. A
number of sports teams participated in tournaments held in
the Nordic countries.

Spain and Portugal

Canada’s bilateral trade with Spain and Portugal continued
to increase in 1987, reaching a total of $957 million. The
King of Spain attended the Olympics in Calgary in Feb-
ruary. Discussions are proceeding with Spain on possible
bilateral agreements on cultural exchanges, scientific and
technological co-operation, and defence co-operation.
Canada confirmed with Portugal an agreement to provide
the sonar equipment required for new Portuguese frigates.

Turkey S
Trade between Canada and Turkey continued to flourish in
1987 with two-way trade rising to $344 million. Canadian
exports amounted to $266 million, a 33 per cent increase
over 1986. Canadian companies are pursuing projects
estimated at nearly $2 billion in Turkey in fields as diverse
as the education sector and defence. A feature in the year
was a visit to Ankara by the Minister of Transport, John
Crosbie, who met with Prime Minister Ozal and three of
his senior ministers. The visit reinforced the bilateral
relationship substantially and provided an opportunity to
promote Canadian commercial interests in Turkey. The
Turkish government continues to indicate its interest in
acquiring a CANDU nuclear reactor. A Canadian firm is
the leading contender to build a heavy rail transit system
for the Turkish capital.

Switzerland

Canada’s bilateral trade with Switzerland totalled over one
billion dollars in 1987, an increase of more than $150
million over the previous year. Switzerland ranks seventh
among foreign investors in Canada. Relations between the
two countries continued to grow with the conclusion of two
new agreements, one on nuclear co-operation, signed
December 22, 1987, and the other on cinematographic and
audiovisual relations, signed at Berne on October 22, 1987,
by Flora MacDonald, Minister of Communications, who
was in Switzerland at the time to represent Canada at the
international TELECOM 87 fair in Geneva.

The Minister of Finance, Michael Wilson, visited Zurich
in November and met with financial and banking executives
to describe the benefits of investing in Canada. He also
headed the Canadian delegation to the Davos Symposium,
accompanied by Robert de Cotret, Minister of Regional
Economic Expansion, and by a number of provincial and
business representatives.



Greece

The Greek government decided not to pursue its stated
intention to acquire a majority interest in the North Aegean
Petroleum Corporation, which is controlled by Denison
Mines. The situation was resolved to the satisfaction of all
parties concerned subsequent to representations by Denison
and the Canadian government. In the fall, the Greek
Minister of Culture, Melina Mercouri, visited Canada and
exchanged letters with her Canadian counterpart, Communi-
cations Minister Flora MacDonald, constituting a cultural
arrangement between the two countries.

Austria

Canada and Austria co-operate closely on multilateral
matters and within various international agencies. The
social security agreement, signed in February 1987, came
into effect in November. The Austrian Vice Chancellor and
Minister of Foreign Affairs, Dr. Alois Mock, visited Ottawa
in June for the 10th meeting of the executive committee of
the International Democratic Union, and met with

Mr. Clark. The Austrian firm Styer-Daimler-Puch and the
Canadian firm UTDC of Kingston signed a co-operative
agreement in 1987 concerning coproduction, technology
transfer and other forms of joint ventures in the military
and commercial vehicles sector. As a result, they won a
$250 million contract, in February 1988, from the
Department of National Defence for the production of
heavy military vehicles.

The Soviet Union and Eastern Europe

East-West relations continued to improve during the period
under review. Against this background the expansion of
dialogue with the Soviet Union and the countries of Eastern
Europe and the promotion of regular contacts at the minis-
terial and senior official level remained major Canadian
foreign policy objectives. In addition, Canada’s relations
with the Soviet Union and Eastern Europe were further
strengthened through a variety of initiatives, particularly in
the area of trade relations.

Soviet Union .
High-level contacts between Canadian and Soviet leaders
continued in 1987/88. The Secretary of State for External
Affairs met his Soviet counterpart, Eduard Shevardnadze,
during the General Assembly of the United Nations in
September; the Minister of State for Fitness and Amateur
Sport, Otto Jelinek, visited the U.S.S.R. in August; and
Soviet First Deputy Prime Minister Murakhovsky toured
five Canadian provinces in June. A Soviet Parliamentary
Delegation, led by the Byelorussian First Secretary Efrem
E. Sokolov, visited Canada in October. Discussions
between senior officials across a broad spectrum of topics
helped to expand the range of dialogue and co-operation
between Canada and the Soviet Union in such areas as
human contacts, disarmament, space co-operation, the
Arctic and the drug traffic,

Eastern Europe

In September 1987 Canada established diplomatic relations
with the People’s Socialist Republic of Albania; the Cana-
dian Ambassador to Belgrade is now accredited additionally
to the government of Albania in Tirana.

43

The Secretary of State for External Affairs led a
delegation of members of Parliament, business people,
correspondents and officials to Poland, Hungary and the

_German Democratic Republic (G.D.R.) in May 1987.

Wide-ranging discussions at the most senior levels covered
East-West relations and other topics of international
concern as well as bilateral co-operation in commercial-
economic, political and cultural areas. The Speaker of the
Senate, Guy Charbonneau, went to Yugoslavia in
September 1987.

Enhanced ties were also pursued through other high-level
visits. Branko Mikulic, President of the Federal Executive
Council (Prime Minister) of Yugoslavia came to Ottawa in
February 1988 on the invitation of Prime Minister Mulroney.
His itinerary also included Montreal, Quebec City and
Toronto before he attended the opening of the Calgary
Winter Olympics, where he enjoyed prominence as director
of the previous Winter Games in Sarajevo. Georgi Yordanov,
the Deputy Chairman of the Council of Ministers and
Minister of Culture of Bulgaria also came to Canada to
open the Thracian Gold Exhibition in Montreal in May
1987. Additional visitors included the Czechoslovak
ministers of Agriculture, of Fuel and Energy and of Sports.
In addition, parliamentary delegations came from both
Hungary and Czechoslovakia. Political consultations were
held at the official level with Bulgaria and Romania, during
which free-ranging discussions were held covering the full
gamut of bilateral and international topics.

Trade

In 1987 Canadian exports to the Soviet Union and Eastern
Europe declined from the 1986 level of $1.6 billion to

$1.0 billion. This decrease was largely attributable to reduced
grain sales to the U.S.S.R. at lower prices. Canada’s exports
to the Soviet Union dropped to $800 million in 1987 from
$1.2 billion in 1986. Nevertheless, grain sales continued to
make up the bulk of Canadian exports to the USSR.
Non-grain exports to the region as a whole declined to
$228 million in 1987 from the previous year’s level of

$483 million. Imports from the U.S.S.R. and Eastern Europe
totalled $386 million in 1987, a slight increase over the
1986 level of $354 million. Thus Canada continued to
maintain a considerable trade surplus ($620 million) with
the region.

The Secretary of State for External Affairs signed a
Long-Term Economic Agreement and a Double Taxation
Agreement with Poland during his visit to Warsaw.

During the year, trade consultations took place with
Bulgaria, Romania, Poland and the G.D.R.

During March 1988 the Department helped organize
seminars entitled “Trading with the U.S.S.R.: the Export-
Import Link™ which were held in Montreal, Toronto and
Calgary. The Soviet delegation was led by the Deputy
Minister for Foreign Economic Relations,

Yuri N. Chumakov. »

The Yugoslav Minister for Foreign Trade, Nenad Krekic,
visited Canada in February 1988 as a member of the
Yugoslav Prime Minister’s delegation. The Chairman of the
Czechoslovak Committee for Scientific and Technical
Investment Development, and two deputy ministers for
industry from Hungary also visited Canada. The Deputy



Minister of Agriculture Canada visited Czechoslovakia,
Hungary, Yugoslavia and Bulgaria to promote greater
agricultural co-operation and trade.

Export development and promotion activities with the
U.S.S.R. and Eastern Europe continued at an active level,
including the organizing of Canadian participation in
several major trade fairs in the region.

Academic, cultural and scientific relations

In 1987, with the resumption of a program of official
academic, scientific, and cultural exchanges with the Soviet
Union, 18 Canadian students and academics were enabled
with federal funding to pursue their research in the
U.S.S.R., and a similar number of Soviet researchers came
to Canada. In addition, the first Conference on Canadian
Studies was held in Moscow in February 1988. Both
initiatives are leading to further informal contacts between
Canadian and Soviet specialists in political science, physics,
mathematics, ethnography and other fields. The Depart-
ment’s support for the Arctic Ski Trek underlined the
continuing circumpolar co-operation between Canada and
the U.S.S.R. In Eastern Europe, Canada initiated negotia-
tions on memoranda of understanding in the fields of
culture, academic relations and sports, with Czechoslovakia,
Romania and Bulgaria. A film and video co-production
agreement was signed with Hungary in 1987 and a similar
agreement with Yugoslavia during the visit of the Yugoslav
Prime Minister in February.

Canadian cultural endeavours continued durmg the year.
The Firestone Collection of Canadian art was mounted at
the Polish National Gallery in Warsaw as well as in art
museums in Hungary, Romania and the German Democratic

" Republic. The Montreal Symphony was warmly received in
Fast Berlin and Leipzig. In Belgrade, Yugoslav academics

-formed an association dedicated to the study and promo-
tion of Canadian literature and culture. Canadian materials
for teaching security and global co-operation issues were
introduced into the curriculum of a Hungarian secondary
school, the first time this has been done in Eastern Europe.

Immigration

The Department continued to utilize appropriate
opportunities to raise issues of family reunification and
human contacts. The improvement in relations between
Canada and the countries of the region led to significant
progress in the area of family reunification. In the Soviet
Union for example, 31 of the 42 cases presented to

Mr. Shevardnadze by the Secretary of State for External
Affairs were resolved. In addition, numerous other cases
were approved without the need for official representations
from the embassy. In all, over 11650 people from Eastern
Europe and the Soviet Union emigrated to Canada in 1987.

Conference on Security and Co-operation in Europe
(CSCE)

In 1987/88 the Third Follow-up Meeting of the CSCE in
Vienna held its Third, Fourth, Fifth and Sixth sessions. In
difficult negotiations, Canada continued its efforts, together
with other Western countries, to achieve balanced and
substantive progress in all areas of the CSCE process. It was
_ an active participant in discussions on conventional security
and co-sponsored a Western proposal for two distinct

negotiations to follow Vienna, one on confidence- and
security-building measures, and a second on conventional
stability in Europe. Canada also continued to press for
improved compliance by all states with their CSCE
undertakings, especially in the area of human rights. The
Canadian delegation took a leading part on questions of
minority rights and contacts, religious freedoms, freedom of
movement and other important areas of human rights,
scientific freedoms and contacts, human contacts including
family reunification, and environmental protection. Canada
continued to support Western proposals in a variety of
other areas including economic co-operation, information,
education and culture.

Asia and Pacific

The region’s significance for Canada
Canada has more economic interests in Asia than any
member of NATO or of the OECD, except the United
States. Its trade with the Asia and Pacific region exceeds
that with Europe. In 1987 countries of the region purchased
11 per cent of Canada’s exports compared to 9 per cent by
Europe. As trade among the fast-growing Asian countries
rises, will Canada be able to maintain its market share? At
over $25 billion Canada’s trans-Pacific trade is second only
to that of its trade with the United States.

Japan is Canada’s second largest trading partner after the
United States — larger than the UK., France and West

- Germany combined. Three-quarters of Canada’s exports to

Japan come from Western Canada. Japanese portfolio
investment in Canada exceeds $35 billion. Canadians are
increasingly dependent on Japanese companies for employ-
ment; the Canadian exchange rate and interest rates are
influenced by capital flows to and from Japan. China and
Korea are also among Canada’s top 10 customers.

Fifty per cent of immigration into Canada comes directly
or indirectly from Asia. To maintain an annual population
growth of one per cent, Canada would have to increase the
number of immigrants to 275 000 yearly by the year 2 000.
This could mean 130000 additional Asians per year or one
million over the period. In the first half of 1987 Asian
immigrants brought over $1 billion in investment to
Canada.

Tourism from Japan alone reached 300000 in 1987,
rising by 30-35 per cent in each of the past two years.

The Asia and Pacific region has assumed an importance
to Canada which was hardly imaginable a decade ago, and
this growing importance is reflected in foreign policy.
Canada has a considerable stake in the region’s stability,
prosperity, openness and positive disposition towards the
West. As a Pacific Rim nation Canada has had an
mcreasmgly active diplomatic role in the Asia and Pacific
region through increased consultation on reglonal 1ssues.

The government’s commitment to the region has been
reflected in policy statements, prime ministerial and
ministerial visits and through a redirection of efforts and
resources toward the Pacific. Country strategies have been
developed for Japan, China and India, and trade and
investment action plans for Korea, Hong Kong and
ASEAN have been put in place. The National Trade
Strategy has focused trade and investment promotion efforts
on the United States and on the Asia and Pacific region.



The White Paper on defence, recognizing the extent of
Canadian economic interests in Asia, suggested that the
strategic significance of the northeast Pacific underlines the
need for a more effective Canadian naval force on the west
coast.

Immigration

The Asia and Pacific region was the principal source of
immigrants to Canada in 1987/88, providing the largest
inflow of business immigrants as well as of those coming to
join their immediate family. Working closely with provin-
cial governments, Canadian missions in the region attracted
more than 1500 entrepreneurs and investors who planned
to transfer some $1.5 billion to Canada for new or estab-
lished business and investment opportunities. Building on
earlier recommendations to facilitate and expedite family
migration resulted in an improvement in the numbers of
family-class immigrants admitted and in the reduction in
time taken to process their applications.

Refugees and displaced persons in the region continued
to be a focus of attention. With the assistance of the UN
High Commission for Refugees, Canadian missions were
able to direct their attention to those in most need from a
variety of ethnic groups including Vietnamese, Cambodians,
Laotians, Iranians and Afghans. At the same time Canada
provided financial support to voluntary repatriation
programs where this alternative solution to resettlement
appeared most appropriate.

Visitor programs designed to encourage tourism, study in
Canada and temporary employment continued to be
popular across the region. Tourism from the Asia and
Pacific region was enhanced by the establishment of more
direct air links with Canada. Attracting foreign students
remained a major activity requiring co-operation between
respective provincial offices and schools across Canada,
while the foreign domestic servant movement increased
considerably in response to the needs of working families in
Canada.

Public affairs
Under the sponsorship of the Department the Royal
Winnipeg Ballet completed a two-month tour of Asia with
performances in Japan, China, Hong Kong, Singapore,
Malaysia and Thailand. In March 1988 a six-day celebra-
tion of Canada was held in Seoul, Korea. Among the many
activities were seminars on trade, investment, tourism and
education in Canada, an academic forum bringing together
Canadian and Korean academicians, an exhibition featuring
Canadian technology, and a Canadian food festival spon-
sored by a local hotel. Prominent Canadian athletes Ben
Johnson and Carolyn Waldo were in attendance, and
performances were given by guitarist Liona Boyd and
pianist Lucille Chung. A live satellite TV broadcast was
transmitted between Seoul and Calgary to signal a tower
twinning by the two cities. Canada Week in Korea was a
co-operative effort among various federal departments,
provincial governments, universities and the private sector.
The Department sponsored visits to Canada of senior
Asian journalists and assisted prominent Canadians to
undertake speaking tours abroad. Festivals of Canadian
films, expressions of Canadian cultural achievement in
performing, graphic and literary arts, and academic
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seminars and exchanges were among the continuing
activities throughout the region. Working with Asia and
Pacific media, a program of advertisements for Canadian _
goods and services was implemented, and newspaper
supplements highlighting Canada were published.

China

The past year was marked by consolidation and strategic
reassessment of Canada’s relationship with China, which
has undergone rapid growth in recent years and diversified
into new areas of co-operative endeavour.

In April 1987 the government adopted a strategy
intended to ensure a focused, co-ordinated and dynamic
approach to Canada’s relations with the People’s Republic
of China (P.R.C.) and designed to take advantage of the
opportunities and challenges flowing from China’s “Open
Door” and modernization policies. The plan of action put
forward in the Canadian strategy built upon the major
achievements in Canada’s relationship with the PRC,
especially the measures taken by the government in the
previous two years. These included the establishment of
annual high-level political consultations, targeting China as
a priority market in the National Trade Strategy, the
opening of a consulate general in Shanghai and the initia-
tives announced by the Prime Minister when he visited
Beijing in May 1986: the doubling of CIDA's bilateral
development program in China to $200 million for the
1987-92 period and the establishment of a concessional
financing facility for China through the Export
Development Corporation.

The strategy targeted ministerial visits to China towards
priority government objectives, laid the fouridation for
sectoral action plans designed to match Canadian capabili-
ties with Chinese economic priorities, and built upon the
expanding bilateral assistance program to promote shared
development and economic interests in China. The strategy
furthermore set a basis for the negotiations leading to
Chinese entry into the GATT in a way that meets Canadian
trade policy objectives. _

While the strategic reassessment was being developed
and implemented, relations continued to expand. The Vice
Chairman of the Central Military Commission, Yang
Shangkun, paid an official visit to Canada in June 1987
(Mr. Yang was subsequently elected President of the PR.C.
in April 1988) and the Minister of Agriculture led an
official delegation to China in November for the Canada-
China Joint Committee Meeting on Agriculture. Air
relations were improved with the initialling of a route
schedule annex to the bilateral air agreement with China in
April and the subsequent inauguration of air service by
Canadian Airlines International to Beijing and the national
Chinese airline to Toronto via Vancouver.

China remains Canada’s second largest export market in
Asia, and 1987 sales displayed renewed vitality and promise
for the future. Exports totalled over $1.43 billion, an increase
of more than $330 million over 1986 led by substantially
larger Chinese purchases in many product sectors, particu-
larly wheat, wood pulp and synthetic rubber and plastics.
Industrial machinery, telecommunications equipment and
other specialized machinery products continued recent
promising growth although manufactured end products as a
group declined as a percentage of total sales. China’s exports



to Canada continued recent growth, rising from $566 million
in 1986 to $770 million in 1987, an increase of 36 per cent.

The Canadian Embassy in Beijing and the Consulate
General in Shanghai, which opened in the autumn of 1986,
increased their efforts to promote Canadian goods and
services in promising sectors such as agriculture, energy
(both hydro power and oil and gas), transportation, tele-
communications and resources. Under its trade promotion
program, the Department organized Canadian industry
participation at Aviation Expo in October 1987, and at Ag
China in November and is sponsoring specialized seminars .
in the oil and gas, telecommunications and agricultural
sectors in 1988.

Japan

Efforts to improve the bilateral relationship with Japan
reflect the importance of this Pacific nation to Canada. In
addition to its being Canada’s second largest trading nation,
Japan’s economic successes have led to expectation that it
will assume a larger role in resolving international political
and economic issues. )

In recognition of Japan’s economic importance and its
growing role in international political issues, the Department
concentrated in the past year on implementing the “Cana-
dian Strategy for Japan,” approved by Cabinet in 1986.
The results included obtaining concessions on Japanese
building codes and fish quotas, improved access for finan-
cial institutions, better understanding in Japan of the Free
Trade Agreement, and an enhanced dialogue on inter-
national economic issues. A new program to develop
relations with the Japanese Diet was launched.

Contact was strengthened on international economic
issues, particularly at the Economic Summit and the
Uruguay MTN Round. New efforts were made to enhance
science and technology links including technology inflow
and awareness. A complementarity study was designed to
identify the best areas for future co-operation.

The visit to Toronto in January by Prime Minister
Takeshita enabled Prime Minister Mulroney to establish a

_personal rapport with the new Japanese leader. The visit
culminated with the announcement of the creation of Prime
Minister’s Awards, designed to encourage cultural under-
standing, and to promote greater awareness of Canada
among the Japanese. Other visits to Japan during the year
included 3 by cabinet ministers, 3 by provincial premiers,
and 20 by provincial ministers. Canadian and Japanese
officials met throughout the year under the auspices of the
formalized consultative mechanisms that facilitate exchanges
of views. Chief among these were the Financial, Telecom-
munications, Policy Planning and Nuclear consultations
and an inaugural set of Aid Policy consultations. Encourage-
ment was given to increasing Canadian awareness of Japan.

The bilateral relationship continued to be dominated by
trade. Major structural changes taking place in Japan have
provided new trade opportunities. Resources of the National
Trade Strategy were used to support a substantial program
of technology acquisition, industrial co-operation and
market information-gathering in the microelectronics, fine
ceramics, automotive, fisheries, forestry, computer and
software, and electrical sectors. Canadian exports to Japan

- increased by $1 billion (19 per cent), reaching $7 billion.

This, combined with a slight reduction in imports, contri-

buted to reducing Canada’s trade deficit with Japan to
$500 million, less than one-third its previous size. An active
tourism promotion program aided Canada’s current account
by encouraging a 30 per cent increase in Japanese tourism
to Canada for the second consecutive year.

The composition of Canadian exports, led by forest,
mineral, fishery and agriculture products has not substantially
changed. The proportion of fully manufactured products
in Canada’s exports to Japan is still only 5 per cent.

To take advantage of opportunities arising out of the new
economic situation in Japan, particularly in the manufac-
tured goods sector, a series of sectoral studies is being under-
taken under the auspices of the National Trade Strategy.
During the year the Department sponsored some 16 trade
missions and participation in 10 trade fairs in Japan.

Japan has become the world’s largest creditor nation and
capital exporter and substantial resources continue to be
devoted to attracting Japanese investment to Canada. Two
investment missions from Japan visited Canada and a
number of investment seminars were held in Japan. High-
level seminars were organized in both Tokyo and Osaka to
explain the Canada-U.S. Free Trade Agreement to
Japanese government and business circles and to stress the
improvements in the Canadian investment climate. The
positive reaction of Japanese business circles is expected to
result in more new investment in Canada in addition to
recent announcements in the automotive assembly and
parts, electronics, paper and industrial components sectors.

Direct investment in Canada by Japan represents a
promising area for greater co-operation. In 1987, total
Japanese direct investment in Canada totalled some
$3.8 billion, and portfolio investment in excess of
$35 billion.

Southeast Asia and ASEAN

Relations with the nations of Southeast Asia continued to
strengthen during the past year. There were a number of
exchanges with ASEAN nations (Brunei, Indonesia,
Malaysia, the Philippines, Singapore and Thailand). The ‘
Secretary of State for External Affairs attended the ASEAN
Mission Ministerial Conference in Singapore in June 1987

at which he reaffirmed the importance Canada attaches to

its relations with the ASEAN countries and supported the
ASEAN position on Kampuchea.

In addition there were a number of individual ministerial
and senior-level visits to Southeast Asia. Minister of Trans-
port John Crosbie visited Thailand in February 1988 in
connection with several transportation-related matters,
including the Bangkok light rail transit system. In January
1988 International Trade Minister Pat Carney visited
Indonesia to participate in a multilateral meeting on GATT
and MTN, and to support a number of Canadian commer-
cial interests, which resulted in the signing of contracts for
the supply of Canadian locomotives and rolling stock. Chief
of Defence Staff General Paul Manson visited Brunei,
Thailand, Malaysia, Singapore and the Philippines in
December 1987.

There were also several parliamentary visits to the
region. A combined delegation of federal and provincial
members led by Lloyd Crouse participated at the
Commonwealth Parliamentary Association meetings in
Malaysia in late August and early September 1987 and



attended the opening of the Informatics Show in Singapore.
A delegation led by Benno Friesen, MP, attended the
Interparliamentary Union meetings in Thailand in October
1987. Another parliamentary delegation led by Steve
Paproski, MP, visited the Philippines, Singapore and
Indonesia in November 1987. Speaker of the Senate Guy
Charbonneau attended the ASEAN Interparliamentary
Organization in Malaysia in January 1988. A parliamentary
team sponsored by the Department studied regional security
issues in Thailand and the Philippines in February.

A number of the return visits of senior ASEAN officials
during the past year were made in the context of the
Commonwealth Heads of Government Meeting in Van-
couver in October 1987. These included Prime Minister
H.E. Sultan Sir Hassanal Bolkiah of Brunei, Prime Minister
Mabhathir of Malaysia, and Prime Minister Lee Kuan Yew
of Singapore. Also in October Education Minister Quisum-
bing of the Philippines visited Ottawa; in March 1988
Deputy Minister of Industry Korn Dabbanansi visited
Ottawa and Toronto.

Trade and commercial relations between Canada and the
nations of Southeast Asia continued to show steady growth
during the year. This was reflected by a number of events:
the establishment of the ASEAN-Canada Business Council,
which held its first plenary meeting in the Philippines in
November 1987; the “Made in Thailand” trade exposition
in Edmonton in July 1987 and Indonesian seminars on
investment opportunities held in several locations across
Canada in October; the ASEAN food packaging tour of
Canada in September and October; a two-week study by
ASEAN officials to obtain general views of Canadian MTN
policy; and a series of tours of ASEAN fish packing plants
by Canadian officials to explain Canadian hygiene and
packaging standards. Altogether there were some 17
federally sponsored trade missions, fairs and exhibits in
ASEAN and in Canada, and 17 market and sector studies
to point up opportunities for Canadian business. Additional
missions were financed by the Trade Facilitation Office,
and by CIDA under its development co-operation program
with ASEAN.

The provinces were also active in the region in 1987/88.
British Columbia, Alberta, Ontario and Quebec initiated
eight trade missions to the ASEAN region during the year.
Provinces were also represented at the annual meeting of
the Southeast Asia Ministers of Education Conference in
Indonesia in February 1988, reflecting growing provincial
involvement in a sector of emerging importance to ASEAN
nations.

The growing commercial and trade relations between
Canada and ASEAN were reflected in a two-way trade
increase of 33.5 per cent in 1987/88 over the previous year,
amounting to $1 833.6 million. Canadian exports to ASEAN
amounted to $908.5 million (an increase of 27.8 per cent
over 1986) while ASEAN exports to Canada rose to
$925.1 million (an increase of 39.9 per cent over 1986).
For the second year running ASEAN countries had a trade
surplus in 1987 of $16.6 million. Individual two-way trade
was the following: Indonesia $473.1 million; Malaysia and
Brunei $305.7 million; Philippines $229.2 million;
Singapore $429.9 million; and Thailand $395.7 million.
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Australia and New Zealand

Canada’s traditional relationships with Australia and New
Zealand continued to develop in 1987/88 and were marked
by a number of ministerial visits reflecting close co-
operation and consultation on bilateral and multilateral
issues.

In October 1987, Australian Prime Minister Bob Hawke
and New Zealand Prime Minister David Lange participated
in the Commonwealth Heads of Government Meeting in
Vancouver. Mr. Hawke met privately with Prime Minister
Mulroney and they discussed ways to achieve common
objectives in the fight against apartheid in South Africa and
on ways of dealing with the crisis brought on by the two
military coups in Fiji. During the Vancouver meeting,
Prime Minister Lange of New Zealand and Minister of
Communications Flora MacDonald signed a bilateral Film
and Video Co-Production Agreement. International trade
issues, including MTN developments and ways in which the
Cairns Group can support the reform of international
agricultural trade practices, were prominent in discussions
held between Pat Carney, Minister for International Trade,
and the Australian Minister for Trade Negotiations,
Michael Duffy, who visited Ottawa in September 1987.

M. Duffy also met with the Minister of Finance and the
Minister of Agriculture during his visit. ’

A major development in Canada-New Zealand bilateral
relations was the publication of a report by the New
Zealand Select Committee on Foreign Affairs and Defence
titled New Zealand and Canada, which contained recom-
mendations on how the relationship could be revitalized.
The Canadian government endorsed the recommendations
made by the Committee. In response to the call for closer
relations, Canada initiated a visit by the House of Commons
Finance Committee led by Don Blenkarn to New Zealand
in February 1988. During the visit the Committee met with
Prime Minister David Lange and the Finance Minister,
Roger Douglas.

On January 26, 1988, Australia marked the 200th
anniversary of European immigration to the island
continent. Canada helped to celebrate this event by sending
a number of performing artists to Australia, including the
RCMP Band. In his Bicentennial message, Prime Minister
Mulroney said that Canada and Australia look upon one
another as mates. He expressed his hope that many
Canadians would visit Australia, especially EXPO 88 in
Brisbane. Canada will have a pavilion on the site. The
Canadian Commissioner General for EXPO 88 is the
world-famous wheelchair athlete Rick Hansen.

Australia and New Zealand remain important markets
for Canadian exports with total trade approaching $1.6 bil-
lion. In 1987 exports to Australia amounted to $689 million,
a 10.5 per cent increase over 1986. Exports to New Zealand
were $200 million in 1987, a 14.9 per cent increase over
1986. A high percentage of Canadian exports consist of
semi- and fully-manufactured products.

The South Pacific

Canada’s interests in the South Pacific expanded with the
announcement by Joe Clark in June 1987 of a CIDA
regional aid initiative. The initiative reflects a more active
Canadian presence in the Asia and Pacific region. It will



Table 8
CANADIAN EXPORTS TO ASIA AND PACIFIC
(thousands of dollars)
Exports Per Exports Per Exports Per
1985 Cent 1986 Cent 1987 Cent
Total, Japan 5707160 5270 5914802 5428 7017 446 53.52
Hong Kong 334012 3.08 315167 2389 479670 3.66
Kampuchea/Laos 465 0.00 28 0.00 ) 87 0.00
People R. China 1278323 11.80 1104477 10.14 1429586 10.90
Korea, North 1196 001 1273 0.01 7063 0.05
Korea, South 780046 720 964 180 885 1165331 8.89
Portuguese Asia 53 0.00 272 0.00 142 0.00
Taiwan 429973 397 599358 550 754749 5.76
Vietnam 2088 0.02 2845 0.03 2337 0.02
Sub-total, East Asia 2826156 26.09 2987600 2742 - 3838965 29.28
Bangladesh 106 829 0.99 101320 093 124 365 095
Sri Lanka 23291 022 28896 027 29998 0.23
India 492679 455 350984 322 270915 207
Pakistan 94099 0.87 64841 0.60 © 81964 0.63
Afghanistan 145 0.00 132 0.00 44 0.00
Burma 5302 0.05 319 0.00 1074 0.01
Nepal ' 1112 0.01 1175 0.01 3744 0.03
Sub-total, South Asia 722457 6.68 _ 547667 503 512104 391
Malaysia 204310 1.89 104324 0.96 11834 090
Singapore 114597 1.06 146304 1.34 167971 1.28
Indonesia : 257607 . 238 240898 221 305079 233
Philippines 45792 042 49477 045 122059 093
Thailand 127357 1.18 105325 097 194863 1.49
Sub-total, Southeast Asia 749 663 6.92 646328 -593 908316 6.93
Papua N.G. 1842 0.02 11762 011 2424 0.02
Australia . 626616 579 624132 5.73 686 347 523
Fiji 2174 0.02 5908 0.05 2511 0.02
New Zealand 188684 - 1.74 149446 137 135692 1.03
Br. Oceania NES 1248 0.01 109 0.00 319 0.00
French Oceania 1108 001 2708 0.02 3280 0.03
U.S. Oceania 2345 0.02 6748 006 . 3486 0.03
Sub-total, South Pacific 824017 - 761 800813 . 735 834059 6.36
TOTAL 10830453 100.00 10897210 100.00 13110890 100.00
concentrate on ocean resource management and is designed Canada changed the designation of its diplomatic representa-
to support major regional institutions such as the Forum tion in Fiji (with residence in Wellington, New Zealand)
Fisheries Agency. The International Centre for Ocean from a high commission to an embassy as a result of Fiji
Development, located in Halifax, will implement the becoming a republic.
initiative.
The Commonwealth Heads of Government Meeting in South Asia
October 1987 in Vancouver allowed a number of Pacific The South Asian region continues to be an area of
Islands leaders to discuss issues of mutual interest with substantial interest to Canada. Canada has important
Canadian ministers. Prime Minister Wingti of Papua New commercial relations with India, the region’s dominant
Guinea met with Mr. Clark and they signed the Canada- nation, and to a lesser extent with the other countries of the
Papua New Guinea Agreement on Double Taxation, the region. The countries of South Asia are the recipients of
first such agreement signed by Papua New Guinea. Prime Canada’s largest development assistance programs and they
Minister Alebua of the Solomon Islands met with Minister are also a major source of immigrants to Canada. During
for International Trade Pat Carney to discuss ways of the year, India became Canada’s second largest source of
increasing trade and tourism contacts. In March 1988 immigrants. Canada and India exchanged parliamentary
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Table 9
CANADIAN IMPORTS FROM ASIA AND PACIFIC
(thousands of dollars)
Imports Per Imports Per Imports Per
1985 Cent 1986 Cent 1987 Cent
Total, Japan 6114770 51.71 7626298 5244 7551616 49.17
Hong Kong 886820 7.50 1040967 7.16 1138071 741
Kampuchea/Laos 204 0.00 35 0.00 30 0.00
People R. China 403475 341 566 594 390 770825 5.02
Korea, North 480 0.00 614 | 0.00 1621 0.01
Korea, South 1606988 13.59 1749446 12.03 1844027 12.01
Portuguese Asia 12717 0.11 18 836 0.13 19372 0.137
Taiwan 1286167 10.88 1744665 12.00 2022873 13.17
Vietnam 2165 0.02 6671 0.05 7709 0.05
Sub-total, East Asia 4199016 35.51 5127828 35.26 5804528 37.79
Bangladesh 16404 0.14 18492 013 23024 0.15
Sri Lanka 33015 0.28 35824 0.25 34203 0.22
India 168201 1.42 165405 1.14 170770 1.11
Pakistan 29987 0.25 146 858 1.01 61554 040
Afghanistan 181 0.00 45 0.00 161 0.00
Burma 782 0.01 1556 0.01 717 0.00
Nepal 524 0.00 813 0.01 846 0.01
Sub-total, South Asia 249094 21 368993 2.54 291275 1.90
Malaysia 146 400 1.24 150204 1.03 186598 1.21
Singapore 210491 1.78 210030 1.44 262379 1.71
Indonesia 81837 0.69 114189 0.79 167 651 1.09
Philippines 109080 0.92 109411 0.75 107 064 0.70
Thailand 108 681 0.92 150267 1.03 200747 1.31
Sub-total, Southeast Asia 656489 5.55 73101 5.05 924 439 6.02
Papua N.G. 51142 043 563 0.00 11687 0.08
Australia 386621 3.27 504 668 347 564572 3.68
Fiji 6583 0.06 4809 0.03 6482 0.04
New Zealand 160333 1.36 174 808 1.20 200940 1.31
Br. Oceania NES 0 0.00 45 0.00 502 0.00
French Oceania 16 0.00 837 0.01 455 0.00
U.S. Oceania : 107 0.00 341 0.00 1778 0.01
Sub-total, South Pacific 604 802 5.11 686071 472 786416 512
TOTAL 11824171 100.00 14543291 100.00 15358274 100.00

delegations and maintained the pattern of high-level visits
and close consultations that have developed between the
two countries in recent years.

In February 1988 Transport Minister John Crosbie led a
successful trade delegation to India and Nepal. Canadian
companies pursued several large contracts in India, parti-
cularly in the energy and natural resource sectors. A
number of trade missions, in both directions, served to
maintain momentum in the steadily developing commercial
relations between Canada and India; delegations from the
transport and telecommunications sectors figured promi-
nently. Pakistan has also demonstrated significant market
potential for Canadian companies.

Canada followed closely the course of the United
Nations-sponsored talks aimed at settling the war in
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Afghanistan. Canada welcomed the accord (signed on April
15, 1988) that provided for the withdrawal of Soviet troops,
but regretted that it did not include an agreement to termi-
nate arms shipments to Afghanistan, nor provide for a cease-
fire. By January 1988, Canada had contributed $140
million in food aid and other assistance to the five million
Afghans made refugees since the 1979 invasion. This
assistance was routed largely through the UNHCR, the
World Food Program and the ICRC.

On July 29, 1987, the governments of Sri Lanka and
India signed a peace accord aimed at stemming the violence
between the Sinhalese and Tamil communities of Sri
Lanka. A peacekeeping force from India was sent to Sri
Lanka to supervise the implementation of the peace accord,
which included disarming the Tamil militants. Canada



shared the early sense of optimism that the accord would
lead to a peaceful settlement of the conflict, but the resump-
tion of intercommunal conflict demonstrated that such
optimism was premature. ,

Amid growing violence and civil disobedience, President
Ershad of Bangladesh dissolved parliament on December 6,
1987, and held a general election on March 3, 1988. The
elections were boycotted by the major opposition parties.
Since the elections there has been a lessening of civil unrest
in Bangladesh. '

These tensions in South Asia continued to be of concern
to Canada, as they threaten the region’s political stability
and have a negative impact on Canada’s involvements in
the area.

The heads of government of seven South Asia countries
(Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and
Sri Lanka) met in Kathmandu, Nepal, in November for the
third Summit of the South Asian Association for Regional
Co-operation (SAARC). The Summit provided a forum for
dialogue between nations in a region which continued to be
rife with bilateral disputes. Canada supports this organiza-
tion and other bodies that promote regional co-operation.
During the meeting, a convention to combat terrorism was
passed, and also measures to establish a regional emergency
food reserve.

Cambodia, Laos and Vietnam :

Although Canada maintains diplomatic relations with
Vietnam, it has suspended its development assistance in
response to the Vietnamese invasion and occupation of
Cambodia. Canada continues to encourage a peaceful
solution to this problem. Many refugees from this region
have settled in Canada and more than 30000 Vietnamese
have joined family members under the family reunification
program. In 1987, Canada accepted 5 874 refugees and
designated-class persons from Cambodia, Laos and Vietnam.
Trade relations with these countries are minimal. Bilateral
development assistance is not provided to any of them.

Republic of Korea

Canadian interest in the Republic of Korea (R.O.K.) stems
from a desire to ensure continued stability on the Korean
peninsula, as well as to develop and protect commercial
and other bilateral interests. Major changes took place in
the R.OK. in 1987/88. A new constitution was approved
through a national referendum in October 1987, which led
to a direct presidential election in December. The candidate
of the ruling party, Roh Taec Woo, won this election. The
inauguration of the new president took place on February
25, 1988, and was the first peaceful transfer of power in
recent Korean history. The Canadian Minister of Justice
and Attorney General represented Canada at the inaugura-
tion ceremonies. A new cabinet was formed and parlia-
mentary elections were held in April.

As Korea continued to prepare for the 1988 Seoul
Summer Olympics, a record number of countries have
confirmed their participation. The security situation in the
Korean peninsula remains a major concern. The Korean
government has publicly condemned North Korea for its

* . involvement in the destruction in November 1987 of the

KAL-858 flight over Burma.
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Canada-Korea trade relations have continued to expand,
reaching in 1987 the $3 billion mark for the first time.
Canadian exports to Korea grew to $1.2 billion in 1987, up
by 21 per cent over 1986. A substantial trade balance
(8676 million) remained in favour of Korea. The Depart-
ment continues to monitor developments to ensure better
access to Korean markets for Canadian goods. Coal, wheat
and wood pulp are Canada’s largest exports to the ROK,,
while the main imports are clothing, textiles, cars, footwear,
consumer electronic products and iron and steel products.

Annual political consultations at senior official levels
were held in November. Co-operation in the sports field has
grown since both Korea and Canada are Olympic hosts in
1988. Academic relations expanded with the organization
of a Canada-Korea Academic Forum in Seoul during
Canada Week, held in March 1988.

Hong Kong

In 1987/88 Hong Kong increased the pace of economic
recovery begun the previous year with exports continuing
to show a strong upward trend, thereby underpinning a
broad-based and rapid rate of growth. The resilience of the
economy was exhibited in its rebound after the shock of the
October 1987 U.S. stockmarket crash (when confidence
was shaken with the closure of the Hong Kong market for a
week) and the minimum concern within the business com-
munity in response to the U.S. announcement of the with-
drawal of tariff preferences from Hong Kong (and the other
three Asian newly industrialized countries) from the
beginning of 1989.

Bilateral relations with Hong Kong were marked in
February 1988 with the announcement of agreement on a
revised air services arrangement between Canada and Hong
Kong. The arrangement with Canada is the first Hong
Kong has concluded separately from the United Kingdom.
Trade between Canada and Hong Kong reflected the
upward trend in the Hong Kong economy with Canadian
exports reaching a record total of more than $480 million
while imports from Hong Kong also reached a new high of
$1.1 billion. Canada’s trade deficit with Hong Kong
declined to $657 million in 1987 from $725 a year
previously.

Canadian commercial relations with Hong Kong are
augmented by personal contacts stemming from the
growing immigration movement. Interest in Canada as a
new home has traditionally been high in Hong Kong and
many Hong Kong residents began their relationship with
Canada as students. The rewards from this movement have
been mutually beneficial with Hong Kong providing a
major source of immigrants and students. Opportunities in
Canada have prompted a marked increase in immigration
to this country and the movement shows no signs of dimi-
nishing. Immigrant visas isued to Hong Kong residents
which had averaged approximately 6 000-7 000 since 1980
increased to some 23 000 in 1987.

Africa and the Middle East

Francophone Africa and the Maghreb
Over the past year, Canada continued to strengthen its
relations with the African countries of La Francophonie by .



serving as host for the Francophone Summit in Quebec and
handling the vxsxts, exchanges and follow-up activities
related to this major international gathering.

In addition, a number of African ministers paid ofﬁcnal
visits to Canada during the year. Sani Bako, the Foreign
Minister of Niger, and Guy Landry Hazoume, the Foreign
Minister of Benin visited in May 1987. In April Banona
Sidibe, the Guinean Minister of Facilities and Town
Planning, was received in Ottawa. Alexandre Sanibat, the
Gabonese Minister of National Education, visited in May
1987; Mr. Gassama, the Minister of Culture of Senegal, in
June. In November Michael Kima Tabong, the Minister of
" Mining and Energy of Cameroon, came to expand political

and trade dialogue. He was preceded in July by the
Cameroonian Secretary of State for Information and Cul-
ture, who visited Quebec City, Montreal and Ottawa. A
delegation from Gabon which included Jean-Pierre
Lembaimba-Lepando, the Minister of Finance and the
Budget, Pascal Nze, the Minister of Planning and the
Economy, and Divin Divergni Di Ndinge, the Minister of
Energy and Water Resources, visited Canada in October
for the signing of a rural electrification and water supply
contract. They were followed by Ali Ben Bongo, the Senior
Personal Representative of the Gabonese President.

Other visitors included, in September, Kasdi Merbah, the
Algerian Minister of Agriculture and Fisheries, Yed
Angoran, the Ivory Coast Minister of Mining and, in Feb-
ruary 1988, Mohamed Laensar, the Moroccan Minister of
Posts and Telecommunications. A visit was also paid by
Martin Dohou Azonhiho, the Ivory Coast Minister of Rural
Development, in June 1987, by Captain Henri Zongo, then
Minister of Economic Promotion in Burkina Faso, in July,
and by Cyprien Mponimba, the new Burundian Minister of
External Relations and Co-operation in October. He was
received by Monique Landry, Canada’s Minister for
External Relations, to whom he gave an account of recent
political events in Burundi.

On the Canadian side, in August 1987, Joe Clark made
an official visit to Ivory Coast, where he met with President
Houphouet Boigny, the elder statesman of sub-Saharan
Affrica, for an exchange of views on the major questions in
anticipation of the Francophone Summit scheduled for

_Quebec City. On a number of occasions, Mme. Landry
visited various countries in the région. She met with senior
political authorities in 1987 during bilateral consultations
with Mali, and paid official visits to Cameroon, Zaire and
Rwanda. In the context of preparations for the Quebec City
Summit she visited Gabon in June, Burundi in July and, in
the same month, Algeria, on the occasion of its 25th
anniversary, and visited Tunisia afterwards. Consultations
with Rwanda were held in Ottawa in March 1988, giving
an opportunity to examine bilateral relations and set future
goals.

Visits were also made in October by André Bourbeau,
the Quebec Minister of Municipal Affairs, to Tunisia and
Morocco, by Senator Martial Asselin to Cameroon and
Tunis in January and by Frangois Gérin, MP, who repre-
sented Canada in Niger at the inauguration of the Unity
Highway in March 1988. '

In spite of difficult economic and financial circumstances,
Canadian merchandise exports to Africa, excluding Libya
and Egypt, declined by only 4 per cent, to $886 million.
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The export of services totalled around $200 million.
Canada’s main customers in 1987 were Morocco, Algeria,
the South African Customs Union and Tunisia.

Following the Francophone Summit in Quebec City, a
Francophone Business Forum was held in Montreal with
the active participation of the Department. Departmental
participation in trade promotion during 1987/88 included
the International Fair of Algiers, the Casablanca Fair and
the Agri-Tunisia Show, among others. African buyers were
invited to a number of exhibitions, including the Inter-
national Software Fair in Montreal, Intercom 87, the
Western Canada Farm Progress Show and Mintec.

In co-operation with Quebec, Canada enhanced its
presence in Francophone Africa by numerous cultural
activities in the arts (cinema, performing arts and visual
arts), and in the academic world (exchanges of professors
and book gifts). Cultural weeks in Algiers, Dakar and
Abidjan, exhibitions of Quebec paintings and tapestries in
Dakar, Abidjan and Yaoundé, the Tunis exhibition of
Canadian books, the concerts and jazz workshop in
Yaoundé, signature of a joint cinephotographic production
agreement with Morocco, and the regular activities of the
Canada-Zaire Cultural Associat “ = contributed to the
display of Canada’s culture.

Anglophone Africa

The most important event of the year for Canada’s relations
with Anglophone Africa was the Commonwealth Heads of
Government Meeting held in October 1987 in Vancouver.
Several political leaders from Anglophone Africa partici-
pated in the meeting and African issues figured prominently
on the agenda. Southern African questions in particular
attracted attention, including the necessity of addressing the
needs of the Front Line States directly facing the conse-
quences of the destabilization policies of South Africa.

Largely in preparation for the Vancouver Commonwealth
meeting, the Secretary of State for External Affairs visited
several countries of southern Africa in August 1987. In
Zambia, Joe Clark consulted with President Kenneth
Kaunda, the incumbent Chairman of the Front Line States,
and obtained his comments on the best strategy to adopt at
the Vancouver Summit from an African point of view.

Mr. Clark also met representatives of the African National
Congress (ANC) at their headquarters in Lusaka. During a
visit to Maputo, Mr. Clark held talks with President
Chissano and officially invited Mozambique, given its
special position in relation to the land-locked
Commonwealth states of southern Africa, to send its
Minister of Foreign Affairs to be present in Vancouver as
an observer during the Commonwealth Heads of Govern-
ment Meeting. During a visit to South Africa, Mr. Clark
had an opportunity to register Canadian concerns on
apartheid directly with the South African Foreign Minister,
and he also met with Dr. Allan Boesak, President of the
World Alliance of Reformed Churches.

In January and February 1988 Mr. Clark returned to
southern Africa to follow up on some of the decisions taken
during the Vancouver Commonwealth Summit and to
pursue Canadian interests in the region. He headed the
Canadian delegation at the 11th Annual Meeting of the
Southern Africa Development Co-ordination Conference
(SADCC), which met in Arusha, Tanzania, in January



1988 and he reiterated Canada’s commitment to the objec-
tives of the organization. Following his participation at the
SADCC meeting, Mr. Clark chaired the first meeting of the
Commonwealth Committee of Foreign Ministers on South-
ern Africa, which had been formed in Vancouver to follow
up on various decisions taken on South Africa. This
meeting was held in Lusaka and Mr. Clark was able at that
time to meet again with President Kaunda of Zambia.
While in Africa, he also made an official visit to Kenya,
where he called on President Arap Moi, and Zimbabwe,
where he discussed regional issues with President Mugabe.

The tense situation in the civil strife in Mozambique and
the resulting famine in the country prompted several mea-
sures during the year; one of these was a special appeal by
the United Nations to which Canada pledged $15 million
dollars in aid, bringing its total aid to that country to
$33 million.

The Minister for External Relations accepted an
invitation from the Economic Commission for Africa
(ECA) to address a conference in Abuja, Nigeria, in June
1987 on the theme: “Africa: The Challenge of Economic
Recovery” This initiative reinforced Canada’s commitment
to the ECA, which was considerably developed during the
year. In April 1987, for example, Walter McLean, MP, was
asked to represent Canada at the annual meeting of the
African Ministers for Development and Planning, in Addis
Ababa, and he addressed the conference. The following
month, the Minister for External Relations was host for the
official visit to Canada by Professor Adetajo Adedeji,
Secretary General of the ECA. Later in the year, Canada
sent a delegation of officials to a conference organized by
the ECA in Khartoum on the human dimensions of
structural adjustment.

In February 1988, as part of a larger mission to Africa,
Mme. Landry visited Ethiopia, including the northern
provinces worst affected by the drought and civil war. She
was able to confirm the effectiveness of Canadian participa-
tion in the famine relief operations in that country. In May
1987, Canada was represented at the bicentenary celebra-
tions of Sierra Leone by Howard Crosby, MP, and by
Justice Corrine Sparks.

Several incoming visits took place during the year. The
Executive Secretary of SADCC came to Ottawa in -
November, in preparation for the annual SADCC meeting
that took place in January. Shortly after, the Secretary of
State, Ministry of Planning and External Affairs of the
Seychelles was in Canada. A high-level delegation from the
newly constituted National Assembly of Ethiopia (Shengo)
visited Canada in November to present the new Ethiopian
Constitution. The Minister for Petroleum of Nigeria, who
was concurrently Chairman of OPEC, visited various
Canadian cities, including Calgary. Unofficial working visits
to Ottawa were made by the Mozambican Minister of
Agriculture, Joao Ferreira do Santos, and the Mozambican
Vice Minister for Co-operation, Prakash Ratilal.

In Anglophone Africa, Canada’s cultural impact has been
mainly through promotion of cultural products such as
books (Ethiopia, Nigeria and Kenya), films (Harare’s
International Film Festival, Lagos University showings,
etc.) and relations with the universities in most countries.

- Cultural events such as the Ghana-Canada cultural “nights,”
visits of journalists to Nigeria and the activities of Canadian
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Friendship Associations in Ghana and Nigeria have also
made a contribution to the dissemination of Canadian
culture.

South Africa

Canada continued to work towards a peaceful solution to
the situation in South Africa by maintaining pressure on
Pretoria to enter into negotiations with authentic black
leaders towards non-racial representative government.
Canada steadily increased its pressure over the year through
economic and other sanctions, material and psychological
support to the victims and opponents of apartheid,
initiatives in the Commonwealth and other multilateral
organizations, and diplomatic intervention on specific
issues.

The leaders of La Francophonie, meeting at Quebec City
in September, adopted a resolution reaffirming their strong
opposition to apartheid. On a Canadian initiative, they
established a program of scholarships, to which Canada
committed $350 000.

Canada raised the South Africa issue at the Venice
Economic Summit in June. Deploring apartheid, the heads
of government recognized the urgent need for dialogue,
assistance to the victims of apartheid and assistance to the
Front Line States.

South Africa was a major focus of attention at the
Commonwealth Heads of Government Meeting in
Vancouver, which adopted “The Okanagan Statement on
Southern Africa and Program of Action.” The heads of
government attacked the continuing refusal of Pretoria to
initiate a meaningful negotiating process with black leaders.
They recognized the desperate plight of South Africa’s
neighbours to be a consequence of their economic depen-
dence on South Africa and of South Africa’s attempts to
destabilize the region. They emphasized the urgent need to
continue support for the victims and opponents of
apartheid, and the need to promote and facilitate internal
dialogue amongst South Africans of differing viewpoints.
They gave high priority to counteracting the serious
problems of censorship and international propaganda
mounted by South Africa. On the question of Namibia, the
Commonwealth heads of government reaffirmed their
earlier conclusions reached at Nassau on the inalienable
right of the people of Namibia to self-government.

The Program of Action called for the widening,
tightening and intensification of the application of sanctions,
including efforts to persuade the international community
to adopt the measures now adopted by most Common-
wealth and other countries, for assessing the impact of
existing sanctions on South Africa’s trade, and for examin-
ing its relationship with the international financial system.

At the suggestion of Canada, the Commonwealth heads
of government decided to establish a Committee of Foreign
Ministers to give high-level impetus to the implementation
of the Program of Action in the period leading up to the
next heads of government meeting. This Committee,
chaired by Joe Clark, comprises the foreign ministers of
Australia, Guyana, India, Nigeria, Tanzania, Zambia and
Zimbabwe. The Committee met for the first time in Lusaka
in February. With the Committee’s agreement Canada
undertook to formulate a strategy to counter South African
censorship and propaganda. The Committee set in train the



sanctions studies agreed to in Vancouver. International
banks were urged to refuse to participate in loan reschedul-
ing exercises with South Africa. The Committee agreed to
pursue means to secure a more concerted application of a
global sanctions program, and specifically of the existing
mandatory arms embargo. Ministers also held preliminary
discussions with representatives of a number of opposition
organizations.

In a visit to South Africa during August 1987, Mr. Clark
expressed concern over actions taken by the Government of
South Africa to further restrict peaceful opposition to the
system of apartheid, and over South African attempts to
destabilize its neighbours. In his meeting with the South
African Foreign Minister, Mr. Clark again urged Pretoria to
enter into negotiations with black leaders. More recently
Canada has appealed to President Botha to exercise

clemency for the “Sharpeville Six” and condemned the
imposition of further restrictions on 17 anti-apartheid
groups, the trade union federation COSATU, and a number
of individuals. Canada also made clear its unequivocal
opposition to proposed legislation, now before the South
African Parliament, to impede foreign funding of anti-
apartheid activities.

In September Mr. Clark presented the second volume of
the Canadian Anti-Apartheid Register to the Secretary-
General of the United Nations, recording the actions taken
by Canadian individuals, private organizations and various
levels of government to express their opposition to
apartheid.

In June 1987 Mr. Clark tabled in the House of Commons
the second annual Report on the Observance and Adminis-
tration of the Code of Conduct Concerning the Employment

Table 10
CANADIAN EXPORTS TO AFRICA
(thousands of dollars)
1985 1986 1987
Algeria 330754 190338 200653
Morocco 169 345 154590 203608
Tunisia 78949 75550 75368
Cameroon 31262 12452 15752
Ivory Coast 18200 7293 11192
Benin 659 2348 3309
Gabon 1382 12630 1378
Guinea 17767 2736 3410
Madagascar 4245 1398 3689
Mauritania 3495 268 1672
Senegal 21912 15118 12805
Togo 3617 4798 763
Zaire 20921 16504 17206
Francophone NES 39912 22371 26466
Malawi 692 847 3749
Zimbabwe 11374 7370 8792
Tanzania 17251 24556 25426
Zambia 5416 12691 18877
Angola 4260 1248 4772
Mozambique 7026 6531 18 386
Gambia 13 61 570
Ghana 24759 28672 25506
Kenya 17031 43774 9361
Mauritius 907 987 992
Nigeria 67434 18943 22435
Uganda 609 1311 809
Sierra Leone 100 156 318
Commonwealth NES 2299 34771 273
Sudan 18586 23112 11749
Ethiopia 59563 31549 34593
Liberia 2645 2459 3958
Somalia 148 1817 825
Spanish Africa 178 2134 1057
South Africa Customs Union 150916 151128 113170
Portuguese NES 1962 2340 2993
TOTAL " 1135589 919901 835882
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Table 11
CANADIAN IMPORTS FROM AFRICA
(thousands of dollars)
1985 1986 1987
Algeria 321922 11502 22124
Morocco 13523 19358 29429
Tunisia 101171 9359 2312
Cameroon 4377 304 1173
Ivory Coast 17478 15760 13226
Benin 7 12 1
Gabon 34559 5770 5757
Guinea 9573 15169 19453
Madagascar 1164 7848 111
Mauritania 0 24 0
Senegal 399 58 156
Togo 2375 3182 14076
Zaire 16357 33945 30646
Francophone NES 1300 16616 22361
Malawi 1040 1560 1007
Zimbabwe 5186 6737 13680
Tanzania 3704 3062 2254
Zambia 26 84 23
Angola 890 42428 121836
Mozambique 287 110 1520
Gambia 0 84 113
Ghana 28 65 6264
Kenya 14230 20868 12637
Mauritius 6629 13474 27612
Nigeria 229837 368210 240373
Uganda 1765 2360 1967
Sierra Leone 21 8211 10186
Commonwealth NES 17259 28965 46
Sudan 2 27 1480
Ethiopia 1305 2156 1876
Liberia 1563 1260 1822
Somalia 78 134 0
Spanish Africa 524 380 2371
South Africa Customs Union 227734 373163 155389
Portuguese NES 32 0 214
TOTAL 1036345 1012245 763495

Practices of Canadian Companies Operating in South
Africa, presented to him by the Administrator of the Code.
In September the government increased the budget of the
Canadian Educational Assistance Program in South Africa
from $7 to $8.2 million. This included an additional
$500 000 for labour education assistance, as well as for
increased training and education in Canada. Canada also
provided $500 000 to the Commonwealth Nassau Fellow-
ship Program for black South Africans, recipients of which
will attend educational institutions in developing countries.
Legal and humanitarian assistance to political detainees and
their families, channelled through Canadian non- -
governmental organizations, was increased by $500 000.
Canada continued to make substantial contributions to
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Commonwealth and UN multilateral programs assisting
victims of apartheid.

Canada was also active in helping to strengthen the
economies of South Africa’s neighbours and to make them
Jess vulnerable to South African pressure. Canada raised its
commitment to $40 million annually for SADCC, in
addition to $100 million per annum in bilateral aid to its
members.

The independence of Namibia continued to be an issue
to which Canada attached priority. Canada continued to
press South Africa to end its illegal occupation of that
territory. At Vancouver, Canada and all other Common-
wealth members reaffirmed that the economic and other
measures taken to pressure South Africa to dismantle



apartheid were equally directed at inducing South Africa to
implement UN Security Council Resolution 435, the only
universally accepted framework for Namibian independ-
ence. Namibia also featured in discussions at the
Commonwealth Committee of Foreign Ministers meeting in
Lusaka, during which the Committee pledged to “increase
its efforts to bring the plight of the Namibian people and
South African aggression to the attention of the inter- -
national community.” Canada continued to provide aid to
Namibians directly and through the United Nations.

The Middle East

Canada’s longstanding commitment to regional peace and
security in the Middle East found expression in practical
contributions to the peace process, as the Arab-Israeli
dispute and Iran-Iraq war moved into new phases of
conflict. On the regional front, Canada continued to
strengthen its bilateral relations with Middle East states,
following the successful visit paid by the Secretary of State
for External Affairs to Jordan, Saudi Arabia, Egypt and
Israel in 1986. _

Over the course of 1987/88, Canada sought to bring a
fair-minded perspective to the Arab-Israeli dispute and
devise practical contributions toward its peaceful resolution.
Canada has long regarded the requirements of a durable
peace to be the firm establishment of Israel’s right to secure
and recognized boundaries, a principle underlying UN
Security Council Resolutions 242 and 338, as well as the
recognition of the legitimate rights of Palestinians, including
that of 2 homeland in the West Bank and Gaza Strip.
Canada believes that the nature of such a homeland can be
determined only by the parties to the dispute in negotiations
to that end. :

During the latter part of 1987, the Arab-Israeli dispute
entered a new phase marked by the uprising of Palestinian
residents in the Israeli-occupied territories on the West
Bank and Gaza Strip. Canada followed with concern these
developments, which underlined the need to move towards
a just and comprehensive settlement of the Arab-Israeli
dispute. Canada regretted the mounting scale of violence
and called upon all parties to exercise restraint in refraining
from further acts of violence or terrorism. Of special
concern were human rights abuses arising from the Israeli
authorities’ efforts to restore order through their “iron fist
policy.” Canada joined other nations in supporting Security
Council resolutions opposing these abuses, and the
deportation of Palestinians in particular. Canada’s position
was based on the view that such actions were unacceptable
and inconsistent with the Fourth Geneva Convention.

Canada continued to support United States efforts
advanced by Secretary of State Schultz to help bring peace
to the Middle East. Canada’s support for the American
proposals was based on their recognition of territorial
compromises and mutual recognition as important elements
of a peaceful settlement. Canada took every opportunity to
contribute through practical measures to the peace process,
and to encourage the American initiatives as the latest
phase of that process. In a letter to Israeli Prime Minister
Shamir, Prime Minister Mulroney urged him to be forth-
coming and politically courageous in responding to the
American proposals. Similarly, on instruction from the
Secretary of State for External Affairs, Canadian ambas-
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sadors made representations to Arab governments, request-
ing that they exercise their influence with PLO and other
Palestinian leaders to encourage the Palestinians to provide
confirmation of their willingness to recognize the existence
of the State of Israel and, thereby, to accept territorial
compromise.

As part of continuing efforts to promote well-informed
governmental policy on the Middle East, the Department
sponsored a tour of the region in February by the chair-
person and members of the House Standing Committee on
External Affairs and International Trade. During visits with
political leaders and senior officials in Jordan, Egypt, Israel
and the occupied territories, including refugee camps in the
latter, the delegation was able to gain first-hand impressions
of issues underlying the Arab-Israeli dispute.

Additional practical measures undertaken by Canada on
a continuing basis were the granting of substantial levels of
aid to Egypt and Jordan as moderate Arab states; providing
development assistance in the occupied territories through
the Canadian Embassy in Tel Aviv; and continuing to parti-
cipate in three of the regional peacekeeping organizations,
most recently in the Multinational Force and Observers in
the Sinai. In addition, at the Quebec Summit of Franco-
phone countries Canada announced a $1 million contribu-
tion to a fund for the reconstruction of Lebanon. It also
responded to an appeal from the UN Secretary-General
with a grant of $5 million to the UN Disaster Relief
Organization for humanitarian assistance in that country.

Canada continued strongly to support international .
efforts to promote a peaceful, negotiated settlement to the
Iran-Iraq war. The Canadian government gave unequivocal
support to the UN Secretary-General and his efforts to
mediate the conflict, based on the belief that Security
Council Resolution 598 provided the best prospect for a
negotiated settlement and a just peace. In support of these
objectives, the government maintained its embargo on arms
sales to the belligerents, expressed its concern over the use
of chemical weapons, and repeatedly urged both sides to
undertake conciliatory measures and respect international
humanitarian law.

On the bilateral level, Canada continued to promote
positive and mutually beneficial relations with the countries
of the Middle East. The visit to Canada in early October of
HRH Prince Saud Al Faisal of Saudi Arabia was indicative
of the burgeoning relationship between the two countries.
During his visit, Prince Saud met with the Prime Minister,
the Minister of National Defence, and other parliamen-
tarians as well as with representatives of the media and the
business community. The main goals of the visit were
economic in nature, with Canada seeking to strengthen
commercial ties and the Saudis intent upon diversifying
their economic relationships. The visit coincided with a
plenary meeting of the Canada-Saudi Arabia Joint Econo-
mic Commission whose minutes, signed by both Mr. Clark
and Prince Saud, provided a framework for future develop-
ment of trade and economic relations. Another achievement
of the meeting was the signing of a trade agreement
between the two countries. In bilateral meetings, Prince
Saud clarified and expanded upon Saudi foreign policy
with particular reference to the Arab-Israeli dispute.
Although there were obvious differences in approach to this
and other regional questions, the participants noted the



commonality of interest and purpose between the two between Canada and Jordan, including trade and economic

countries. v . co-operation, and to discuss major international issues, in
A priority objective of Canadian policy in the Middle particular the search for peace in the Middle East.
East has been to provide active support for those regional The Middle East remained an important market for
leaders who are involved in the search for peace and to Canada, demonstrated by the $2 billion of Canadian goods
identify concrete contributions which would support this and services exported to the region in 1987. Canadian
objective. The role of Jordan as a moderate state in the companies participating in the active Fairs and Missions
Middle East peace process is significant from this perspec- program of the Department were successful in identifying
tive. On June 1 to 3, HRH Crown Prince El-Hassan Ibn business opportunities, with 90 per cent of participants
Talal of the Hashemite Kingdom of Jordan paid an official reporting new sales as a result of the program.
visit to Canada in response to an invitation issued by Joe Canada’s trade relations with Israel were characteristically
Clark in Amman in April 1986. The visit provided an mature and stable. Israel represented a major market for
opportunity to review the expanding bilateral relationship Canada in the Middle East, as reflected in trade exchanges
Table 12
CANADIAN TRADE WITH THE MIDDLE EAST
(thousands of dollars)
Canadian exports to: 1985 1986 1987
Bahrain : 5984 7604 11439
Egypt AR. 191 147 132952 83529
Iran 58792 35683 168 093
Iraq 66188 105435 119636
Israel 132606 127191 146321
Jordan 5040 6090 5713
Kuwait 29092 24 366 20133
Lebanon - 10775 17561 10139
Oman ' 8940 5906 4050
Qatar 5544 7642 3616
Saudi Arabia : 230758 211985 267862
Libya 94384 T 74123 28781
Syria 41 649 12307 8875
United Arab Emirates . 18872 24276 22292
Yemen, South 3011 10295 5706
Yemen, North . 16 804 4674 2819
TOTAL 919586 808 092 909 004
Canadian imports from: , 1985 - 1986 1987
Bahrain 92 3594 1649
Egypt AR. 30637 5118 34018
Iran 143237 208 682 110304
Iraq 469 815 80801
Israel 93025 129955 116355
Jordan 117 1633 587
Kuwait 137 293 564
Lebanon 864 1060 1570
Libya 37652 22727 0
Oman 304 4380 49417
Qatar 219 594 290
Saudi Arabia 23768 186 894 175134
Syria 205 48 439
United Arab Emirates 2126 2100 48 698
Yemen, South 218 755 1013
Yemen, North 65 77 82
TOTAL 333135 568725 621121
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that have shown a steady increase over the years. Saudi
Arabia and the Gulf (Kuwait, the United Arab Emirates,
~ Oman, Qatar and Bahrain) were also major markets for
Canadian exporters, despite the temporary impact of
declining world oil prices. Canadian companies were
offered significant market opportunities in such fields as
communications, education, health care, agriculture and
automotive spare parts. On the investment side, Middle
Fast states have shown increased interest in Canada, with
substantial movement of funds and direct investment taking
place.

In addition to its trade promotion activities, Canada also
benefited from increased interest in business immigration
from the Middle East. In 1987, over 200 entrepreneurs were
accepted as immigrants at Canada’s three immigration
missions in the area. They brought to Canada more than
$130 million, resulting in the creation of more than 600
jobs. These figures represent an increase of approximately
300 per cent over 1986. In 1987, Canadian immigration
missions in the Middle East were responsible for almost
10 per cent of the total business immigration to Canada. It
is expected that this movement will increase in 1988 with
the planned opening of a fourth immigration mission in the
region.

Latin America and the Caribbean

Canada’s relations with Latin America and the Caribbean
have been strengthened over recent years and encompass a
full range of interests and activities. The major objectives of
Canadian foreign policy in the region include encourage-
ment and support for the process of democratization, the
easing of political tensions and armed conflict, and
assistance in economic and social development. Progress
toward the consolidation of democracy throughout the
region, despite some setbacks, continued. The signing by the
Central American presidents of the Guatemala Peace
Accord of August 1987 was a major step toward reducing
political tensions and bringing an end to conflict in that

©oarea.

Despite these positive developments, economic and
social problems remain the most serious challenges to the
region. The burden of international debt is especially heavy
in Latin America. The economic situation in Latin America
was the focus of consultations between Canada and the
foreign ministers of the Rio Group (or Group of Eight),
comprising Argentina, Brazil, Colombia, Mexico, Panama,
Peru, Uruguay and Venezuela, an informal body which
evolved from the Contadora and Support Groups. The
Secretary of State for External Affairs met with the Group
at the UN General Assembly in New York in 1987, and
again in Montreal in March 1988, to review a broad range
of economic issues including the global economic outlook,
the multilateral trade negotiations, agricultural trade reform

- and debt. Discussions also took place on political issues,
notably the current situation in Central America.

In 1987, total Canadian exports to the region amounted
to $3.13 billion, an increase of nearly 5 per cent over 1986.
Imports increased from $3.78 billion in 1986 to $4.15 billion
in 1987, an increase of over 4 per cent. These increases are
an encouraging sign of renewed economic growth in some
countries in the region, but economic stagnation and
inadequate growth prevail in others. Canada continued to
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assist the economic and social development of the region
through programs administered by CIDA, IDRC and
Petro-Canada International, as well as through involvement
in multilateral regional organizations such as the Caribbean
Community and Common Market (CARICOM), the Pan-
American Health Organization (PAHO), and the Inter-
American Institute for Co-operation in Agriculture (IICA).

For both the Canadian government and public, the
human rights situation throughout the region remained an
issue of interest and concern. A close monitoring of human
rights developments continued to be a priority of the
Department. Continuing dialogue with non-governmental
organizations and church groups was an indispensable part
of this process. Assistance to refugees, both in the region
and for resettlement in Canada, also continued to be an
important priority, with Canada taking a lead position.
Some 3 900 refugees came to Canada from Central
America alone in 1987.

Brazil

In Brazil the Constituent Assembly took major decisions on
the future form of government. By a wide margin, the
Assembly voted in favour of a continuation of the presi-
dential system (as opposed to a parliamentary system) and
a five-year term for the president. These decisions repre-
sented an impressive victory for President Sarney. On the
economic front, serious difficulties continued with rampant
inflation. Brazil did, however, reach agreement with its
commercial creditors bringing an end to its moratorium on
repayment of commercial debt.

Canada-Brazil relations continued to grow, particularly
in the economic area. The Canada-Brazil Joint Economic
Committee held its sixth session in Brasilia and continued
to be a useful vehicle for promoting Canada’s commercial
and economic interests. The Minister of Health and
Welfare, Jake Epp, travelled to Brazil in January 1988,
where he visited the Osvaldo Cruz Foundation, a health
research-technology institute, and held discussions with his
Brazilian counterpart.

The Southern Cone :

Despite the traumatic events of an attempted military
uprising over Easter weekend of 1987, democracy in
Argentina emerged stronger than ever. Economic difficulties
continued to plague President Alfonsin, and no quick
solutions were in sight. The Falklands-Malvinas dispute
persisted, and prospects for negotiations remained remote.
The Brazil-Argentina economic integration process conti-
nued, and agreement was reached to draw Uruguay into the
Process.

Canada-Argentina relations continued to intensify with a
series of visits both at the ministerial and senior official
level. In February 1988 the Minister of State (Grains),
Charles Mayer, conducted a bilateral visit to Argentina, in
conjunction with a meeting there of the CAIRNS group. It
was agreed during this visit to create an Agriculture Sub-
Committee of the Joint Economic Committee, with the first
meeting to take place in July 1988, in conjunction with a
meeting of the JEC. In June 1987, a delegation from the
leading non-governmental human rights organization in
Argentina, the Assamblea Permanente de los Derechos
Humanos, visited Canada to study how Canada handles
human rights issues. The technical co-operation program



announced by Joe Clark during his 1986 visit was
implemented with the first program in the area of
tele-education.

The Government of Chile took several steps to begin the
return of the country to civilian government: it announced
that the plebiscite to accept or reject the regime’s candidate
for President would be held before the end of 1988; political
parties (except those of the extreme left) were legalized; and
an electoral register of voters was opened, with over five
million registered by March 1988. Substantial agreement
was also reached on the return of exiles. The Chilean
economy continued to strengthen and showed encouraging
signs of growth, with the highest rate of foreign investment
in Latin America. Despite these improvements in the poli-
tical and economic situation, violations of human rights
continued to be reported and Canadian concerns were
registered. The Chilean government introduced some
measures to improve the human rights situation, and these
were noted by Canada in the United Nations Committee on
Human Rights.

In Uruguay, President Sanguinetti continued his program
of consolidating democracy, wtih impressive stability on the
economic front. Relations with Canada intensified, particu-
larly in the area of trade, in which there was substantial
growth. In March 1988 the Uruguayan Foreign Minister,
Enrique Iglesias, paid an unofficial visit to Canada and held
discussions with the Minister of International Trade. The
technical co-operation program commenced with projects
in the areas of agriculture and human resource
development.

The Andean countries _

The year was a difficult one for Bolivia, as it was forced to
deal with an uncertain economic climate exacerbated by
debt problems, general strikes, and an increasingly violent
battle against drug-traffickers. Bolivian government efforts
to deal with the debt problem have resulted in economic
difficulty for the country. Canada’s announcement of
resumption of bilateral assistance for Bolivia (to start in
1989), together with continuing food aid support, was an
indicator of Canada’s commitment to ameliorating the
situation. In spite of these major threats to stability, the
momentum of the democratization process begun in 1982
was maintained by President Victor Paz Estenssoro, who
has also upheld respect for human rights.

The visit by the Minister of Health and Welfare Canada,
Jake Epp, to Bolivia in January 1988 was the first visit for
many years. Mr. Epp’s trip, which also included stops in
Brazil, Paraguay and Dominica, indicated the renewed
interest taken by Canada in the South American region.

The Peruvian government, led by President Alan Garcia,
continued to grapple with the country’s deepening economic
crisis. As an indication of a growing need to normalize its
relations with the international financial community, Peru
met with the international financial institutions and, with
Canadian encouragement, explored ways to normalize its
external financial relations. Although no official visits took
place during the 1987/88 period, relations were marked by
renewed contacts at senior governmental levels. CIDA and
the IDRC were active in economic and social development
projects in Peru, making it the largest recipient of Canadian
bilateral development assistance in South America.
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The past year in Ecuador has been one of consolidation,
as the country faced the challenge of rebuilding an economy
severely damaged by earthquakes, international debt and
Jow resource prices. Canada has assisted through its CIDA
program and has committed itself to further assistance to
Ecuador through various projects, including a proposed
scholarship agreement that is to be signed this year.

Colombia, led by President Virgilio Barco, enjoyed a
buoyant economy in 1987 for the second year in a row.
External payments performance, by stringent measures, was
brought under control and a $1 billion commercial bank
loan was signed in January 1988, with most of the proceeds
destined for anti-poverty programs. Violence, which
afflicted all sectors of society, overshadowed much of the
political activity. It did not, however, impede the municipal
elections held in March, an important breakthrough in
terms of strengthening the democratic process. Bilateral
relations continued to be dominated by CIDA’s substantial
aid program in Colombia and by trade flows, with Canada
substantially increasing in 1987 its trade surplus over that
achieved in previous years.

In Venezuela, political activity focused on the run-up to
the December 1988 elections, with both main parties
identifying their prospective presidential candidates. The
economy grew modestly but, partly as a reflection of the
petroleum market, demonstrated a strong trade performance.
Bilateral relations continued to develop with the third
meeting of the Canada-Venezuela Joint Consultative
Committee held in Caracas in April.

Two-way trade with Venezuela continued to be Canada’s
third largest in the region. Representatives from the
National Defence College visited Venezuela, for the first
time in some years, and Canadian Forces ships called at the
port of La Guaira.

Mexico

The political scene was dominated by the campaign to
identify party candidates for the presidential elections to be
held in July 1988. While the economy experienced difficult
challenges, including a persistently large external debt and
high inflation rate, measures taken by the Mexican
government, including its Economic Co-operation Pact and
an innovative debt-bond swap arrangement, gave hope of
progress in this area. The importance of the bilateral
relationship was highlighted by the official visit to Ottawa
in March of Bernardo Sepulveda, Secretary of External
Relations. Among other visits which took place, the second
Canada-Mexico inter-parliamentary meeting was held in
Guadalajara in November. In 1987 Canadian exports to
Mexico increased more rapidly than to any other country in
the region and the two-way trade, at $1.7 billion, was one
of the largest in the region. Some 400000 Canadians visited
Mexico throughout the year and 60 000 Mexicans visited
Canada, including participants in the Seasonal Agricultural
Workers Program, through which Canadian farmers
employ Mexicans during the harvest season.

Central America

The revival by the Central American presidents of the
regional peace process underscored the relevance of Canada’s
policy of political aid and economic assistance to the area.
The year under review provided the opening of varied



opportunities for Canada to work for the realization of
peace and to help alleviate the very real conditions o
hardship in the region. :

The Guatemala Accord, signed by the five Central
American presidents, defined mechanisms and a timetable
for the resolution of internal conflicts through national
dialogue and reconciliation, as well as for ending the varying
degrees of outside military assistance to insurgencies in the
region. Canada considered the Accord of major importance
since it demonstrated, for the first time, the political will of
the five Central American governments to pursue an
indigenous peace plan, free of outside interference.

Canada had previously supported the Contadora peace
process and had provided to the Latin American foreign
ministers a number of technical papers on the design and
implementation of peacekeeping mechanisms based on its
extensive experience in this field. Immediately after the
signing of the Guatemala Accord, Joe Clark sent two senior
officials to the area to emphasize Canada’s commitment to
a peaceful resolution of the conflicts and full support for
this latest initiative. These officials reminded leaders of the
five countries of Canada’s willingness to offer advice based
on its experience and knowledge. Mr. Clark reiterated this
commitment in his speech to the United Nations’ General
Assembly in September.

In November, Mr. Clark visited each of the five Central
American countries, meeting with the presidents and
foreign ministers of each country as well as with opposition
and human rights leaders, academics and labour leaders. In
each of the five countries, he discussed peace, development -
and human rights, and Canadian views were well received.

The Central American peace plan gave momentum to
the search for solutions to internal conflicts of the region.
For the first time, the Nicaraguan government and the
“contra” opposition agreed to hold face-to-face ceasefire
negotiations. On March 23, 1988, a limited-duration
agreement was signed by the two sides, improving the
prospects for peace in the Nicaraguan conflict. Mr. Clark
issued a statement of support for the breakthrough in which
he said, “I encourage the two sides to continue to be
flexible and pursue peace in the next phase of the dialogue,
to ensure a firm and lasting settlement.”

In the UN General Assembly, Canada maintained its
distinctive position on Central America. In 1987, for the
second time in a row, Canada voted in favour of a
resolution calling upon the United States to abide by the
decision of the International Court of Justice in the
Nicaragua vs. United States case. As in previous years,
Canada supported resolutions calling for further human
rights reforms in El Salvador and Guatemala. These

Table 13
CANADIAN TRADE WITH THE CARIBBEAN AND CENTRAL AMERICA
(thousands of dollars)
EXPORTS IMPORTS
Percentage Percentage
increase increase
from 1986 1987 from 1986 1987
The Bahamas ’ 16.7 30723 415 42182
Barbados 05 . 41084 0.6 21134
Belize 528 6070 3854 5879
Bermuda ] 233 36770 -79.8 5454
Costa Rica 11.7 29403 11.7 63200
Cuba -26.0 267113 215 51567
Dominican Republic 23 54251 -18.7 29302
El Salvador 38.6 15609 -32.7 43151
French West Indies 2843 7260 439 711
Guatemala 339 20182 -183 32951
Haiti 221 25386 -29.3 8664
Honduras -1.5 13756 - -181 16934
Jamaica . 348 94403 -24.1 113769
Lee-Wind Islands -40.8 45723 25 5525
Mexico 313 521982 04 1174503
Neth. Antilles 559 10560 204 19629
Nicaragua ) -56.7 9820 -159 28661
Panama -16.7 33836 100 30765
Puerto Rico ' 13.2 228827 16.4 226876
Trinidad and Tobago -189 69671 -31.8 36857
U.S. Virgin Islands ‘ -55 4630 325 54075
TOTAL 35 1567062 -35 2011787




positions were maintained at the UN Commission on
Human Rights meeting in Geneva in February 1988.

The Caribbean

Canada has traditionally maintained excellent relations with
the countries of the Commonwealth Caribbean. Historical,
cultural, political and economic links, as well as a shared
commitment to common values have helped foster a special
relationship between Canada and the nations of this region.
Significant trade, banking and investment ties extend back
to the last century. Almost a half million first- and second-
generation West Indians reside in Canada, and the region is
a favoured destination for Canadian tourists. Established
formal channels include the Commonwealth, the Canada-
Caribbean Heads of Government meetings, the Joint
Technical and Economic Committee and regular bilateral
contacts. Canada is well regarded in the region for the
strength and integrity of its commitment to regional
development without political conditions.

In the year under review the issue of drug trafficking and
abuse emerged as a major mutual concern of Canada and
the Caribbean. Efforts to improve regional co-operation in
the fight against drug trafficking were given renewed
emphasis with the convening of the Barbados Drug
Enforcement Conference in March 1988. This important
conference was attended by representatives from most
Caribbean governments, and other interested parties,
including Canada, the United States and Britain. The
conference sought to promote increased collaboration and
co-ordination in regional efforts to control the drug trade.
The conference generated considerable political support
throughout the Caribbean and follow-up meetings were
planned.

The Commonwealth Caribbean is one of the few regions
in the Third World where democratic traditions and the
rule of law are firmly entrenched, and political stability is
predominant in the region. In February 1988 Canada
welcomed the tentative return to democracy in Suriname,
in the first free elections in that country in over a decade.

While the economic picture in the area improved
modestly over the previous year, difficulties including
commodity prices persisted in many states in the region.
International indebtedness was also a continuing concern
for many Caribbean nations, most notably Guyana which
faces severe economic problems as a result. Unemployment
remains a serious regional problem, with rates in some
countries exceeding 20 per cent.

CARIBCAN continued in 1987/88 to play an important
role in improving market access for Commonwealth Carib-
bean countries to Canada. The program is now under
review following the negotiation of the initial two-year
operating period. Canadian exports to the Commonwealth
Caribbean amounted to $292.8 million in 1987/88,
comprising mainly telecommunications equipment, wheat,
fish products and containerboard. Imports by Canada from
the Commonwealth Caribbean totalled $260.8 million and
included alumina, fuel oil and petroleum and petrochemical
products. Nearly 500 000 Canadians took vacations in the
area, bringing tourist income of approximately $400 million.
Canadian investment in the region is currently estimated to
be $450 million, with Canadian firms and individuals
involved in such sectors as banking, tourism, real estate,
resource processing and light manufacturing.

A number of high-level visits were made during the year,
notably the official visit of the Governor General to
Barbados in November, that of Health Minister Jake Epp

Table 14
CANADIAN TRADE WITH SOUTH AMERICA
(thousands of dollars)
EXPORTS IMPORTS
Percentage Percentage
increase increase
from 1986 1987 from 1986 1987
Argentina 60.9 96574 278 111550
Bolivia -49.7 4487 61.2 3719
Brazil 22 639615 34 850053
Chile 142 98 596 20.2 153142
Colombia 409 224330 7.1 132878
Ecuador 478 41345 4.1 96045
French Guiana -95.7 139 -86.1 9
Guyana 142 5162 318 35490 -
Paraguay 679 4008 -38.8 808
Peru 72 118962 ‘ 14.4 75224
Suriname -233 1004 1132 3551
Uruguay 99.6 25256 776.0 130198
Venezuela 20 329840 68 551238
TOTAL 142 5162000 13.1 2144094




to St. Lucie in January, and several parliamentary visits.
Leaders of all the Commonwealth Caribbean countries
attended the Commonwealth Heads of Government
Meeting in Vancouver in September.

Haiti

The problem of democratic liberalization in Haiti was a
focus of interest for Canadians in late 1987. The presidential
election of November 29, for which Canada provided
technical assistance, was cancelled because of election-day
violence. New presidential elections were held in January,
but were boycotted by most major candidates and a large
part of the population. The Canadian government made
known in strong terms its disappointment at the failure of
democracy in Haiti. A group of Canadian parliamentarians
was formed to investigate the situation in Haiti and to
review ties between the two countries.
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Organization of American States

Canada maintained its Permanent Observer status at the
Organization of American States as well as full membership
in three of its specialized organizations: the Pan-American
Health Organization, the Inter-American Institute for Co-
operation on Agriculture and the Pan-American Institute
for Geography and History. Canada was host for the Ninth
Inter-American Conference of Ministers of Agriculture
along with the Fourth Regular Meeting of the Inter-
American Board of Agriculture in Ottawa.

While the office of the Permanent Observer Mission
remained in Washington, the position of Ambassador was
relocated to Ottawa and the new responsibilities of Roving
Ambassador for Latin America were added to it. These
changes were designed to facilitate stronger ties between
OAS agencies and interested public and private sector
organization$ in Canada and, at the same time, to heighten
awareness of Canada’s interest in the region.
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Arms control and disarmament

Canada continued to pursue multifaceted efforts to promote

in the field of arms control and disarmament.
Clearly, the highlight of 1987 was the signing of an agreement
by President Reagan and General Secretary Gorbachev to
eliminate intermediate-range (INF) nuclear missiles. The INF
agreement is an historical landmark. For the first time, the
superpowers have agreed to reduce, rather than to limit, their
respective nuclear arsenals. Canada played a prominent part
in Alliance consultations, which resulted in the conclusion of
the INF agreement. Other significant events during the year
included superpower discussions on strategic arms reductions,
and the International Conference on the Relationship
Between Disarmament and Development.

Canada has been keenly interested in strategic nuclear
arms reductions (START) and space-defence issues. A
START agreement would have a considerable impact on
Canada, in view of the country’s geographic position between
the United States and the Soviet Union. Until appropriate
alternative agreements are concluded, Canada will continue
to call for the maintenance of the existing arms control
regime, including the Anti-Ballistic Missile Treaty.

Recent Canadian diplomatic efforts have involved
participation in multilateral disarmament forums, including
the First Committee of the UN General Assembly, which
deals with international security matters, the United Nations
Disarmament Commission, the Conference on Disarmament
in Geneva, as well as the Mutual and Balanced Force
Reductions Talks (MBFR) and the talks on a mandate for
new conventional arms negotiations, which are both held in
Vienna. Canada also was active in the Conference on
Disarmament and Development, and in the meetings of the
preparatory committee for the Third Special Session of the
General Assembly on Disarmament.

The year under review was also notable as the first year of
implementation of the Stockholm Agreement on Confidence
and Security-building Measures (CSBMs) in Europe. Signed
in 1986, the Stockholm document requires all 35 member
states of the CSCE (Conference on Security and Co-
operation in Europe) to notify one another about significant
military activities and exercises planned and, where appro-
priate, to invite foreign observers. In addition, any state may
conduct a challenge on-site inspection where it is uncertain of
the purpose of military activity. During the first year of
operation, 17 military exercises took place at which observers
were present, and 5 challenge inspections (2 in Eastern
Europe and 3 in Western Europe) were conducted. Canada
sent observers to all relevant military exercises, although
Canadian forces in Europe were themselves neither involved
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in notifiable exercises nor inspected during the period.
Canada was also active in the CSCE negotiations in Vienna
to secure a mandate for a second conference on CSBMs.

Canada pursued bilateral consultations on arms control
and disarmament with countries active in this field, including
China, Japan, Czechoslovakia, the Soviet Union, Australia,
the German Democratic Republic, the Federal Republic of
Germany, France, the United Kingdom, the United States
and New Zealand. The Secretary of State for External Affairs
participated in the Norway-Canada Conference on Circum-
polar Issues in December 1987. Canada’s Ambassador for
Disarmament, Douglas Roche, held consultations with India
and Pakistan and attended a World Disarmament Campaign
Conference in China.

Verification, chemical weapons and outer space

For the third successive year, a Canadian-sponsored
resolution on the role of verification of compliance with arms
control agreements was adopted by consensus at the UN
General Assembly. This increased the international recogni-
tion given to the role of verification in arms control and
disarmament. Canada’s emphasis on verification was also
pursued at the practical level by the Department’s Verification
Research Unit, which continued work on specific aspects of
the question. An example was the “Symposium on Space
Surveillance for Arms Control and Verification: Options,”
held under the auspices of the McGill University Centre for
Research in Air and Space Law. The Symposium brought
together ambassadors to the Conference on Disarmament
and government and academic experts, who discussed the
legal aspects of verification and “Paxsat,” the Canadian
space-based verification concept. A Canadian, Dr. Peter
Basham, was selected international co-ordinator of the 1990
International Seismic Exchange of Level 11 Data.

Canada’s Ambassador for Disarmament chaired the
Verification Working Group at the UN Disarmament
Commission. The Department promoted the Paxsat project
in international arms control forums. It has also been
studying models of international authorities that would
facilitate monitoring of arms control compliance. Support
was provided to the Canadian Centre for Arms Control and
Disarmament to help it organize the international conference
“Implementing a Global Chemical Weapons Convention,”
which was held in Ottawa in October 1987.

Domestic activities

The continuing dialogue with the public on arms control
and disarmament issues was pursued with vigour during the
year under review. The Consultative Group on Disarma-



ment and Arms Control Affairs, which brings together
representatives of Canadian disarmament organizations,
academics, concerned individuals and government, met in
Cornwall to discuss Arctic security. The Ambassador for
Disarmament undertook a cross-Canada tour in December
on the topic “Beyond the Summit: The Future of Disarm-
ament” The Department provided $218 000 to groups and
individuals through the Disarmament Fund, and its annual
$100 000 standing grant to the Canadian Centre for Arms
Control and Disarmament. The Disarmament Bulletin, a
departmental publication providing information on
Canada’s arms control and disarmament activities, was
widely distributed in Canada and abroad and contributed
to the public discussion of these issues.

Defence and NATO

The most notable development during the year in the area
of defence policy was the publication in June of Challenge
and Commitment: A Defence Policy for Canada, which
outlined the government’s plans to reinvigorate Canada’s
defence effort. These plans include the creation of a three-
ocean navy (in part through the acquisition of nuclear-
powered submarines), improving Canada’s contribution to
NATO in Europe (in part by consolidating its forces in the
central front), revitalizing the Reserves, reinforcing surveil-
lance and strengthening territorial defence. Steps to imple-
ment this program were undertaken throughout the course
of the year.

The developments in East-West relations and the
Alliance’s approach to arms control and disarmament in a
post-INF environment were the focal point of NATO’s
efforts during the period under review. At their semi-annual
meeting in Reykjavik on June 11 to 12, NATO foreign
ministers initiated study on the development of a compre-
hensive concept of arms control and disarmament. The
study is to take into account progress in arms control
negotiations as well as the requirements of Alliance security
and its strategy of deterrence. At their second meeting in
Brussels, on December 11, the NATO foreign ministers
welcomed the signing of the INF agreement, which
accomplished an important and long-standing Alliance
objective by eliminating an entire category of nuclear-
missiles. This positive result was made possible by the twin
pursuit of a strong defence and a serious dialogue with the
East, as set forth in the 1967 Harmel Report. '

NATO heads of government, including Prime Minister
Mulroney, gathered in Brussels on March 2 to 3, 1988. This
summit provided the opportunity for leaders to endorse the
INF agreement, discuss Alliance security policy prior to the
fourth superpower summit in Moscow, and consider further
the development of a comprehensive approach to arms
control and disarmament. In addition the leaders set out
Alliance objectives for conventional arms control in Europe
in a statement entitled “Conventional Arms Control: The
Way Ahead.”

Lord Carrington, Secretary-General of NATO, made his
farewell call to Canada on March 8 to 10, 1988. On this
occasion he had discussions with the Prime Minister, the
Secretary of State for External Affairs and the Minister of
National Defence. Lord Carrington also had an opportunity
to meet with the Leader of the Opposition and the Leader
of the New Democratic Party.
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Canadian submarine acquisition

In October 1987 an Office of the Co-ordinator was
established to co-ordinate and bring to bear most effectively
on the submarine acquisition program the responsibilities of
the Department with respect to bilateral and multilateral
political and defence relations, international security and
arms control, and trade and economic considerations.

In order to allow proposals presented by France and the
United Kingdom to be considered by ministers, a Memo-
randum of Understanding, outlining the terms according to
which transfers of the required technology to Canada
would take place, was concluded with each country.
Furthermore, Agreements on Non-Proliferation and
Safeguards relating to the acquisition program, which
ensure full respect by Canada of its international
obligations, were also negotiated with both countries.

Canada-U.S. defence relations

Canada-U.S. defence co-operation continued to be active
and extensive. The April 1987 visit to Ottawa of President
Reagan provided an occasion for high-level discussion of
defence matters as well as an opportunity to inform the
U.S. Administration of the principal directions of Canada’s
defence policy review. The government’s commitment to
sustained real growth in defence spending and the major re-
equipment program for the Canadian Forces were well
received.

A primary focus of Canada-U.S. defence co-operation
continues to be the bi-national effort to modernize the
North American air defence system. In November 1987, the
first five long-range radars of the North Warning System
(an upgraded DEW line) became operational in the
Western Arctic. These radars have already been used to
detect Soviet long-range bombers over the Beaufort Sea and
to assist Canadian CF-18s in making a recent interception.
By the end of 1988, the remaining six long-range radars in
the Eastern Arctic and Labrador should also be operational.
Canada will be responsible for managing and manning
these North Warning Systems sites as well as providing the
communication links between them and NORAD’s
regional operations control centre.

In the period under review, supplementary arrangements
under the North American Air Defence Modernization
Memorandum of Understanding were concluded which
provided for Canadian co-manning of U.S. “Over-the-
Horizon” Backscatter (OTH-B) radars and AWACS
aircraft operating in support of NORAD. Canada will be
providing approximately 20 per cent of the operations
personnel at the OTH-B radar system operations centre and
some 40 flight-crew personnel for AWACS operations.

In addition to the close co-operation in the aerospace
realm, an active pattern of exchanges and joint exercises
was followed by the navies and armies of the two countries.
At the policy level, consultations on bilateral security and
defence questions were carried out at meetings of the
Permanent Joint Board on Defence, three of which were
held during 1987.

Peacekeeping

Canada continued to make a strong contribution to peace
and security through the provision of approximately 950



troops engaged in peacekeeping operations. Canadians are
now serving under the UN flag in Cyprus, and as part of
the UN Disengagement Observer Force and the UN Truce
Supervision Organization in the Middle East. Canada is
also providing airlift support for the bi-annual headquarters
move of the UN Military Observer Group in India-
Pakistan. The Canadian Forces Attaché in Seoul represents
Canada on the United Nations Military Armistice Commis-
sion. In peacekeeping activities outside UN auspices, the
Canadian helicopter unit in the Multinational Force and
Observers continues Canada’s commitment to peace and
stability in the Middle East.

During 1987 a Canadian officer commanded the military
component of the United Nations Technical Mission to the
Western Sahara, and Canada offered technical advice on

the design of the peacekeeping mechanisms that will be
necessary for the implementation of any Central American
Peace Plan. , :

Canadian officials continued to participate in peace-
keeping discussions in the UN General Assembly and
conducted exchanges of information on peacekeeping
through seminars sponsored by the International Peace
Academy in conjunction with Canadian and U.S.
universities.

Military assistance and training
During the year, 57 training courses were provided under

_ the Military Training Assistance Program to military

personnel from 14 non-NATO countries, primarily from the
Commonwealth Caribbean and Africa.
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Consular Services

Canadians are travelling more year after year and are
venturing to farther and riskier regions of the world. Thus it
is not surprising that the numbers of those who find
themselves in delicate or dangerous situations are increasing,
along with the number who are turning for help to the 144
Canadian diplomatic and consular missions around the
world.

Through its Consular Program, the Department provides
assistance and protection to Canadians in distress abroad. In
1987, Canadian missions abroad extended assistance to
Canadian citizens on 827 860 occasions. Among the services
provided were issuing passports; assisting in the transfer of
funds or the return to Canada of destitute or incapacitated
Canadians; ensuring that Canadians detained or imprisoned
abroad were treated fairly under the laws and customs of the
host countries; helping detainees to communicate with their
families and friends in Canada and, in some cases, assisting in
their transfer to Canadian prisons (in accordance with
Canada’s bilateral treaties on the transfer of offenders with
the United States, Mexico, Peru, Bolivia and France, or under
the European Convention on the transfer of Sentenced
Persons, to which Canada is now party, along with Cyprus,
Spain, Greece, Turkey, Britain, the Netherlands, Austria,
Denmark, Finland, Luxembourg, Sweden and Switzerland,
among others).

The missions abroad also provided information on
citizenship, provided advice or assisted Canadians in distress
as a result of a serious illness, an accident, death, theft,
litigation over the custody or disappearance of a child, etc.

Major crises of 1987, such as earthquakes in El Salvador,
Ecuador and the United States and the crises in the Philip-
pines, Haiti and Fiji, placed heavy demands on consular
services overseas and at headquarters. Such events always
involve physical danger and emotional distress to large
numbers of Canadians, and the Department must intervene
rapidly in order to determine whether friends, parents or
relatives are involved.

The Department has developed emergency procedures to
determine where Canadians abroad are living, in order to
come to their assistance when they are facing crisis situations.
Registration procedures for Canadians are constantly being
revised and computerized, thus making it possible to contact
them in an orderly and rapid manner.

In the face of increased demands on its consular services,
the Department continued to give a high priority to consular

training. During 1987, courses were given to 83 employees
posted abroad and in Canada. Through special pmentatlons,
case studies, group discussions and simulation exercises,

departmental personnel were familiarized with consular
policy and its application.

Another service provided by the Department is a public
awareness program, the purpose of which is to inform
Canadians of the potential problems of travelling abroad and
of the consular services available at Canadian missions. This
type of information is contained in the booklet entitled Bon
voyage, but.... About one million copies of the booklet,
which is revised and updated annually, are distributed each
year to travellers at passport offices and travel agencies.

The Department also provides, on request, information
about the advisability of travelling to specific countries or
regions. A handbook on the services provided to Canadians
detained or imprisoned abroad was also published, along
with a brochure and a poster containing warnings about
drugs. Talks by departmental officers were given on radio,
and articles were published and interviews given to journalists,
in order to keep the public better informed about problems
that might arise while travelling abroad.

Table 15
SELECTED CONSULAR STATISTICS

Canadians registered abroad with

Canadian consular or diplomatic missions 54856
Canadians residing abroad, including

dual nationals (estimated number) 3 million
Passports (1987/88 fiscal year)
Valid passports in circulation 43823000
Total issued in Canada 995390
Issued by missions abroad 65000
Increase in total passports issued by

missions abroad over the previous year 8.3 per cent
Travel (Calendar year 1987)
Total visits abroad 49193160
United States (of which 12244 929

Canadians stayed at least one night) 44693160
Countries other than the United States 4500000




Table 16
CONSULAR ACTIVITIES
(Fiscal Year 1987/88)

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

Repatriation 264

Hospitalimtién or medical treatment 2227

Deaths 1386

Detainees 84
b) Services:

Passports 201971

Citizenship 46750

Legal and Notarial 33378

Requests for financial assistance or transfers 4080

Well-being and whereabouts 9301

Registration of Canadians 23125

Advice and assistance 276727

Child custody 1573

Table 17
CONSULAR RESOURCES
(1987/88 fiscal year)
Funds advanced against undertaking to repay
1983-1984 . $147000
1984-1985 $102430
1985-1986 $104261
1986-1987 $121993
1987-1988 $114225
Average recovery rate 38 per cent
Person-years devoted to consular
work at headquarters and abroad
(expressed as equivalent number of positions) 198

In some areas where Canada has no regular diplomatic or
consular representation, honorary consuls provide a certain
number of essential services to Canadians living or travelling
abroad. Honorary consuls frequently assist other depart-
mental programs such as trade development, public affairs
and general relations. During the year, new honorary consuls
were appointed to Ouagadougou, Strasbourg, Nuuk, Perth

and Muscat. The memorandum of understanding concluded
with Australia the previous year has enabled Australians to
benefit from the emergency consular services of Canada in
Oslo, Tunis and Lima, and Canadians, from Australian
services in Honolulu and Denpasar, Indonesia.

Passport Services

The Passport Bureau issued a record number of passports in
the 1987/88 fiscal year in response to the continued attraction
of international travel to Canadians. In Canada, 995390
passports and travel documents were issued, exceeding by

8.2 per cent last year’s volume. There are now about
4823000 valid Canadian passports in circulation.

Canadians may submit their passport application
personally at 1 of the 20 local passport offices and expect to
receive their passport in three or four days. Approximately
80 per cent of applicants file in this manner. The alternative is
to mail the application to the Passport Office in the National
Capital Region. In support of the network of passport offices,
the Bureau maintains a national toll-free enquiry system. This
bilingual service has proved to be valuable and to have
contributed to the 3.5 million contacts Canadians made with
the Bureau during the year. New regional passport offices in
Jonquiére, Regina and Thunder Bay are planned for the next
fiscal year.

Canadian missions abroad issued 65 000 passports in
addition to those issued by the Passport Bureau within
Canada. The cost of providing passport services abroad is
substantial and to offset this cost the passport fee was
increased by $4 to $25 effective January 1, 1988. The Bureau
operates on a revolving-fund basis and its operations are
intended to be self-financing.

During the past year 4 559 refugee travel documents and
certificates of identity were issued to eligible residents of
Canada who are not Canadian citizens. The increased
demand for these documents experienced in the last three
years reflects the demand on Canada’s immigration program
by refugees and other stateless persons seeking admission to
Canada.

Immigration and refugees

The carrying out of Canada’s immigration program abroad
is the responsibility of the Department of External Affairs.
During the past year 202 Canada-based officers conducted
the program at 63 Canadian missions abroad. For the
remainder of this century Canada can expect to face the
reality of much of the world population on the move.
Concurrently, it must address its own demographic future,
especially in the light of an aging population. In this
context, the immigration program abroad faced a number
of challenges in 1987. »

For the first time since consolidation of the Canadian
foreign service the overseas target for immigration landings
was achieved, indeed was considerably exceeded. The
number of immigrant visas issued rose 57 per cent over
1986 to 138 442 and was the largest number issued since
1975. Despite this increase, achieved with near static
resources, the median time for processing immigrant
applications declined 12 per cent to six months and three
weeks, made possible by improved processing procedures.



Table 18
IMMIGRATION AND REFUGEES
Visas issued during 1987 calendar year
Immigrant  Visitor
Area of mission visas visas
WESTERN HEMISPHERE
United States 15536 113462
The Caribbean and Central
America 14124 35933
South America 2692 24494
Sub-total 32352 173889
AFRICA AND THE MIDDLE
EAST
Africa 8721 21789
Middle East 4238 12301
Sub-total 12959 34090
EUROPE
Western Europe 27542 59302
Eastern Europe 6989 58 692
Sub-total 34531 117994
ASIA AND THE PACIFIC
Hong Kong 26767 28382
Manila 7143 10212
New Delhi 9137 24811
Other missions 15553 42390
Sub-total 58 600 105795
TOTAL 138442 431768

Ngtg: The above data include visitor visas issued at Canadian
missions where there were no immigration facilities.

Further streamlining of the immigration process remains
a major objective and global computerization of processing
was approved in principle in 1987. The visa office in Hong
Kong has pioneered a computer-assisted immigration
processing system that paid for itself in personnel resource
savings within 18 months. The new system will be extended
to London and will subsequently be integrated with the
External Affairs Communications System, COSICS, and
installed in visa missions in the United States next year.

The flow of bogus refugees and improperly documented
visitors accelerated during 1987. At a score of major transit
points, Canadian visa officials worked closely on these
problems with host government enforcement agencies and
airline officials. An average of 150 persons with fraudulent
or improperly obtained travel documents and visas were
intercepted monthly en route to Canada.

Visitor visa output during the year under review
increased 16.8 per cent to 451 768. An additional 54 952
visitor visa requests were refused because of failure to meet
the requirements of the Immigraton Act, primarily because
applicants could not satisfy a visa officer that they would
remain only temporarily in Canada and return home on
completion of their visit. Visitor visa requirements were
imposed on Brazil, Bolivia, Fiji, Guatemala, Honduras and
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Turkey, mainly to halt flows of improperly documented
passengers and bogus refugees.
The promotion of Canada’s successful business

.immigration program continued in 1987. A total of 3 602

visas were issued to business immigrants, a 48 per cent
increase over 1986. The business people granted visas under
the program declared total funds to transfer to Canada of
over $3 billion, and plans to create or continue 14 500 jobs.
Hong Kong continued to lead the list of countries of origin,
with 28 per cent of all business immigrants landed.

Officers abroad issued a total of 19231 visas to refugees
and members of designated classes in 1987. For the fourth
consecutive year government-sponsored refugee arrivals
exceeded the announced target for the year. The 1987 global
target for government-sponsored refugees was 12 000 and
the number of arrivals was 12 223. Private sponsorships
were provided for an additional 7 000 persons.

Refugees and designated-class applicants are selected
from several regions. From Eastern Europe there were
3713 government-sponsored and 2 912 privately sponsored
individuals who were granted visas, for a total of 6 625.
Indochinese accounted for 2995 government-sponsored
and 2 698 privately sponsored persons, for a total of 5693.
Although 3 688 Latin American refugees were processed in
the government-sponsored category, only 273 were privately
sponsored, bringing this region’s total to 3 961. Middle
Eastern and African refugees accounted for totals of 1453
and 1268 respectively. The latter two categories have been
traditionally underfilled due to processing problems beyond
the control of the Department, such as the necessity for
refugees in the Sudan to be granted exit permits, and the
difficulties of arranging area visits by officers to volatile
regions in the Middle East, such as Iran and Iraq.

The Immigration Cost Recovery Program, which levies
fees for the processing of most immigrant applications and
certain long-term visitor documentation, produced $4.5 mil-
lion during the year under review for the Consolidated
Revenue Fund.

Private international law

The Department offers a variety of services to facilitate
legal proceedings involving Canadian and foreign
jurisdictions on the basis of conventions or by arranged
procedures. Social security benefits, maintenance orders,
judgments and other related matters have become subjects
of international co-operation because of the greater mobility
of individuals. As many of these subjects come under
provingial jurisdiction, the Department maintains contact
with the provinces to establish and administer the necessary
reciprocal arrazgements. In 1980, it published a booklet
entitled International Judicial Co-operation in Civil,
Commercial, Administrative and Criminal Matters to assist
Canadian lawyers and law enforcement officials with
international legal problems. This publication was updated
in 1987 and re-issued under the title International Judicial
Co-operation.

Canada has conventions on legal proceedings in civil and
commercial matters with 19 countries. These conventions
provide for the service of legal documents on a reciprocal
basis and for the taking of evidence in civil cases either in
Canada for use abroad or in a foreign country for use in



Canada. The Department is able to arrange for the service
of legal documents abroad to convention countries and thus
be of assistance to Canadian lawyers. The Department has
also been successful in serving legal documents abroad in
non-convention countries on the basis of reciprocity.
Solicitors who wish assistance in serving legal documents
abroad should contact the Legal Advisory Division of the
Department. _

Canada has extradition treaties and arrangements with
some 41 countries. In addition, Canada has rendition
arrangements with countries that recognize the Queen as
Head of State. The Department, in conjunction with the
Department of Justice, has responsibility for updating
existing treaties. In January 1987 Canada and the United
States signed a Protocol to the Canada-United States
Extradition Treaty of December 3, 1971, which will come
into force on ratification. Under the Protocol, the list of
offences for which extradition may be requested is dropped
and extradition may be requested for any act which is an
offence under the laws of both countries where the
punishment is imprisonment for more than one year. This
will include parental “childnapping” and tax evasion. An
Exchange of Letters was signed constituting an understand-
ing on “bounty hunters” who take persons illegally from
Canada to the United States. The letters provide that

bounty hunters are subject to extradition. It is hoped in the
" coming year to conclude new extradition treaties with the

Netherlands, France and Belgium. ,

The Department continued to be involved in the
international aspects of a number of civil kidnapping or
“childnapping” cases involving disputes between a mother
and a father over custody of a child. The Department has
attempted to obtain reports on the well-being of the
children involved and, where possible, has helped arrange
for their return to Canada. In part because of the acute
personal distress caused by such disputes, there has been
considerable public interest in the role of the federal and
provincial governments. The Department, of course, has no
authority to represent a parent whose child has been
abducted before a foreign court or give advice on

“foreign law.

Canada is a party to the Hague Convention on the Civil

Aspects of International Child Abduction. It entered into
force for Canada on December 1, 1983. It has been extended
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to all provinces and territories. Its main purpose is to ensure
judicial co-operation in achieving the prompt return of a
child wrongfully removed from the custodial parent to the
country from which he or she was abducted. To date the
following countries have ratified the Convention: France,
Portugal, Switzerland, the United Kingdom, Luxembourg,
Australia and Spain. Hungary has acceded to the
Convention.

Access to information and privacy

The Office of the Co-ordinator for Access to Information
and Privacy responded to 207 Access to Information and
46 formal Privacy Requests submitted to the Department
during the year under review. Most of the requests were
submitted to headquarters in Ottawa, although provisions
are in place to receive requests submitted at Canadian
missions abroad.

While Access to Information requests fell in number
during the year, the complexity and scope of many of those
received imposed an increasing burden on the operational
units required to retrieve records and to make preliminary
recommendations regarding disclosure. Also, given the
Department’s mandate regarding international affairs and .
trade, other government departments were required to
consult with the Co-ordinator’s Office prior to disclosing
information touching on these areas.

The number of formal requests under the Privacy Act

* also declined. However a large number of informal requests

for records from the Department’s personnel information
holdings, sent initially to various units of the Department,
were answered by the Co-ordinator’s Office; it has the

responsibility to ensure that any information disclosure is
fully consistent with the requirements of the Privacy Act.

Briefing programs and written instructions led to an
increased awareness of the Privacy Act throughout the
Department and to an increase in the number of consulta-
tions with the Co-ordinator’s Office on the various depart-
mental obligations under the Act.

The Co-ordinator’s Office also serves as the
Department’s point of contact for the Registration of
Information Collection and Public Opinion Research. In
addition, it is responsible for the screening of inactive
Departmental files prior to their transfer to the National
Archives.




Chapter 7
LAW

INTERNATIONAL

The Department of External Affairs Act directs the Secretary
of State for External Affairs to foster the development of
international law and its application in Canada’s external
relations. This chapter outlines some of the principal activities
undertaken by the Legal Bureau of the Department during
the period under review. There is an important legal dimen-
sion to most of the Department’s policies and activities. For
this reason, some legal issues are discussed in other sections of
this report; for example, private international law is dealt
with in Chapter 6.

Arctic

On January 11, 1988, Canada and the United States signed
an agreement on Arctic co-operation. It affirmed the political
will of the two countries to co-operate in advancing their
shared interests in Arctic navigation, development and
security. It also signalled the importance which the two
countries attach to protection of the unique and fragile
environment of the region and the well-being of the
inhabitants of the North. Finally it ensured that Canadian
prior consent has to be obtained in advance of each and
every transit by a U.S. government-owned or government-
operated icebreaker through the waters of the Canadian
Arctic archipelago, including the Northwest Passage.

The agreement gives Canada effective control over all U.S.
icebreaker activity in its Arctic archipelago waters. Canada
did not have such control in 1969 and 1970, when the
Manhattan transitted the Northwest Passage, nor at the time
of the Polar Sea voyage in the summer of 1985. Canada does
not seek to close its Arctic waters to other countries. But it
insists that their voyages be made with its consent and subject
to the controls and other measures required for its sovereignty
and security, for the preservation of the environment, for safe
navigation, and for the well-being of the Inuit and other
Canadians living in the Arctic.

Fisheries and boundary issues

Canada-France maritime issues '

Expectations were not realized that Canada and France
would conclude two agreements by the end of 1987 under a
program designed to resolve these issues. Under that program
the dispute over the maritime boundary in the disputed zone,
a large part of NAFO Division 3Ps off the south coast of
Newfoundland and Saint Pierre and Miquelon would be
submitted for binding settlement by an international judicial
tribunal. This arrangement was subject to the negotiation of a
treaty on the composition of the tribunal and its terms of
reference, and subject to agreement on quotas for the period
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1988-91, the expected duration of the boundary reference.
A decision on the boundary will settle the ownership of the
fish in the disputed zone.

On October 9, 1987, France broke off negotiations of
fisheries quotas. Because of French overfishing in the disputed
zone and their stated intention to continue overfishing in
1988, Canada allocated no quotas to France for 1988.

Beaufort Sea

On March 16, 1988, the U.S. Department of Interior
Minerals Management Service conducted an oil and gas lease
sale of blocks in the Beaufort Sea, including areas of the
continental shelf east of the 141st meridian, the international
boundary between Canada and the U.S. In response to formal
protests by Canada, and in recognition of the boundary dis-
pute, the United States authorities subjected the lease sale to
“special procedures,” under which the highest bids for blocks
east of the 141st meridian were placed in an escrow account.
Similar procedures were followed in a similar lease sale in
August 1984. There has been no drilling activity as a result of
that sale.

In its formal protests, Canada has reaffirmed its position
that the 141st meridian constitutes the international boundary,
rejected the “special procedures” as fundamentally unaccept-
able, and reserved all rights in the matter. These measures
have ensured that Canada’s interests are fully protected.

Fishing on the Nose and Tail of the Grand Bank of
Newfoundland '

On November 27, 1987, First Ministers approved a report on
foreign overfishing tabled by the Atlantic Council of Fisheries
Ministers. They agreed that Canada should take additional
bilateral and multilateral measures to curb overfishing on the
Grand Bank of Newfoundland just outside Canada’s 200-
mile zone. Consistent with this instruction, Canada partici-
pated in February 1988 in a meeting of the Northwest
Atlantic Fisheries Organization’s Fisheries Commission, at
which the scheme of joint international enforcement was
revised. The new arrangements represent a strengthening of
those that had been in place and should ensure the universal
application of the arrangements.

Law of the sea

The Law of the Sea (LOS) Convention sets out a
comprehensive regime for the regulation of the world’s
oceans. By March 31, 1988, 35 states had ratified the LOS
Convention, which will enter into force 12 months after the
date of deposit of the 60th instrument of ratification or
accession.



As a state with one of the longest coastlines in the world
and with important ocean interests, Canada regards the LOS
Convention as a unique opportunity to make a major contri-
bution to world peace and security by reducing the potential
for conflict in the competing uses of the oceans. While some
parts of the Convention reflect generally accepted principles
of international law, other aspects represent new law. The
provisions of the Convention are having a significant impact
on Canadian domestic legislation. Failure of the Convention
could, in Canada’s view, risk a return to the uncertainties that
existed before the Convention was negotiated.

During the year under review, Canada participated in the
work of the Preparatory Commission (PrepCom) established
to set up the institutional system envisaged in the Convention
for deep seabed mining. The PrepCom met in New York in
August-September 1987, and in Kingston, Jamaica, from
March 14, 1988, to continue its efforts to develop suitable
mechanisms for implementation of the regime outlined in the
Convention for the exploitation of deep seabed resources.

A highlight of the PrepCom’s work was the decision to
register state-owned mining entities of France, Japan, India
and the US.S.R. as “pioneer investors™ pursuant to
Resolution II of the final session of the LOS Conference.
This registration was made possible by the resolution of
overlapping claims for deep seabed mining sites between
the US.S.R. and the private seabed mining consortia that
have chosen to register their claims under the domestic
legislation of the United States, the United Kingdom and
the Federal Republic of Germany. International Nickel and
Noranda have interests in these private consortia and Canada
had a leading part in the resolution of these overlaps. The
registration of pioneer investors represents the first concrete
step toward a functioning seabed regime under the LOS
Convention.

As a major land-based mineral producer and potential
seabed mining nation, Canada has a fundamental interest in
the complex issues being addressed by the PrepCom. Many
industrialized countries (including Canada) have expressed
concern about aspects of the deep seabed mining regime
- under the LOS Convention and consider it essential that the
PrepCom’s efforts result in a regime that encourages univer-
sal participation in the Convention. The outcome of the
work of the PrepCom will, therefore, be an important
factor for these states in determining whether or not to
ratify, or accede to, the LOS Convention.

Trade law

The most important development in the area of
international trade law in 1987 was the successful conclu-
sion of negotiations between Canada and the United States
to effect the Free Trade Agreement (FTA). The Agreement
is certainly the most complex bilateral legal instrument
negotiated by Canada, and it is the most definitive nego-
tiated under the aegis of Article XXIV(5) of the GATT. It
contains a well-balanced regime to liberalize bilateral trade
and, in addition to tariffs, it addresses sensitive areas such as
investment, government procurement, financial services and
other services in general. It also creates new machinery to
settle disputes arising under the Agreement (Chapter 18),
including a substitute system for judicial review of final
determinations in domestic countervail and antidumping
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proceedings (Chapter 19). The high-level negotiations on
FTA were terminated at the end of December and, subject
to domestic approval on both sides, the FTA is to enter into
force on January 1, 1989. (See also Chapter 4 “United
States.”)

During the past year the most recent set of complex
multilateral trade negotiations (the “Uruguay Round” of
MTN) began. The Uruguay Round will result in many
changes in the substantive and procedural aspects of the
GATT system of international trade rules.

Intellectual property

A negotiating group of the GATT (MTN) began its work
on the trade-related aspects of intellectual property rights.
The mandate of the group is to clarify GATT provisions
and to elaborate new rules to ensure effective protection of
intellectual property rights, and to ensure that measures and
procedures to enforce these rights do not become barriers to
legitimate trade. In addition, the group is requested to
develop a multilateral framework of principles and rules
dealing with trade in counterfeit goods. Meanwhile, the
World Intellectual Property Organization (WIPO) has
produced a draft model law against counterfeiting and
piracy. It is likely that a diplomatic conference will be
convened under the auspices of WIPO, before the end of
1989, to draft a convention on intellectual property
protection for integrated circuits (see also Chapter 1).

International Tin Council litigation

It will be recalled that, following cessation of the buffer
stock operations of the International Tin Council (ITC) and
the consequent collapse of the tin market in 1985, various
creditors of the ITC decided to make their claims directly
against the member states of the ITC as well as against the
ITC itself. In a series of judgments, the Court of Appeal of
the United Kingdom recently confirmed prior judgments
upholding the fundamental legal principle that member
states of an international organization having a legal
personality distinct from that of its members, are not liable
for the debts of the organization. The matter is now likely
to be submitted to the House of Lords.

A Canadian creditor has undertaken legal proceedings
against the Government of Canada in the Supreme Court of
Ontario. The action was dismissed for want of jurisdiction.
This judgment was recently confirmed by the Ontario
Court of Appeal and the plaintiff has since appealed to the
Supreme Court of Canada.

Space law

Discussions on the use of nuclear power sources in outer
space continued in March 1988 in the Legal Subcommittee
of the UN Committee on the Peaceful Uses of Outer Space,
on the basis of a Canadian working paper. A consensus was
reached on a new draft principle having to do with the
applicability of international law. Detailed discussions
paved the way for amendments to the other draft principles
proposed by Canada, laying the groundwork for new
agreements in 1989.

. After two years of difficult negotiations, the Legal
Subcommittee also agreed to include the following point on
its agenda: “Consideration of the legal aspects related to the



application of the principle that the exploration and utiliza-
tion of outer space should be carried out for the benefit and
in the interests of all states, taking into particular account
the needs of developing countries.” This text reflected essen-
tially the concerns of the developing countries, but Canada
and certain member countries of the European Space
Agency consented to it only after obtaining assurance that
the Legal Subcommittee would, in the future, deal with the
legal aspects of the development, exploration and use of
outer space in the context of its general debate.

Space station

After nearly two years of intense negotiations,
representatives of Canada, the United States, Japan and a
dozen state members of the European Space Agency were
finishing in the spring of 1988 an Intergovernmental Agree-
ment and a related instrument on the principles governing
the development, construction, placing into orbit and
operation of a permanently staffed space station. The
partner states developed practical rules tailored for the
circumstances that, while taking into account international
law, permit the application of substantive national law in
criminal, civil and administrative matters. One of the major
challenges to the negotiators was to draw the fine line
between public and private international law and to decide
the extent to which national laws may find their application
on board the space station. This project will contribute
appreciably to the development of the rules of international
law applicable not only to outer space as a whole but also
to the relationship between activities taking place on earth
and those taking place on board a space object.

Montreal Protocol on Substances that Deplete the
Ozone Layer

In September 1987 Canada was host for a diplomatic
conference in Montreal on a control protocol to the 1985
Vienna Convention for the Protection of the Ozone Layer.
On September 16, Canada, together with 23 other states
and the European Economic Community, signed the
Montreal Protocol on Substances that Deplete the Ozone
Layer. The signatories thereby committed themselves to
freeze and then reduce by 50 per cent by 1999 the
production and consumption of chlorofluorocarbons and
other ozone-depleting substances. These chemicals are
destroying the earth’s ozone layer — a protective screen
against the sun’s harmful ultraviolet rays. Canada will ratify
the Protocol as soon as the implementing legislation, the
Canadian Environmental Protection Act (Bill C-74) has
been proclaimed.

Humanitarian law

On March 14, 1988, Canada announced its intention to
ratify the Additional Protocols of 1977 to the Geneva
Conventions of 1949 on the Law Applicable in Time of
Armed Conflict. Protocol I, applicable to international
armed conflicts, and Protocol II, applicable to internal
armed conflicts, represent major advances in humanitarian
law by extending the application of their protections to
civilian and military persons not formerly covered by the
Geneva Conventions, by codifying important elements of
customary law and by introducing new rules limiting the
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nature and scope of military operations. The decision to
ratify the Additional Protocols reflects Canada’s traditional
support for humanitarian principles and its desire to afford
Canadians the greatest possible protection in the event of
armed conflict.

Counterterrorism

As a result of a Canadian proposal made in 1986 in the
International Civil Aviation Organization (ICAO), a
Diplomatic Conference was held in Montreal February 9 to
24,1988, to adopt a new international instrument for the
suppression of terrorist acts at airports. Monique Vézina,
then Minister of State (Transport), gave the first national
statement at the Conference and a Legal Bureau official was
elected President of the Conference. The Conference adopted
by consensus the Protocol for the Suppression of Unlawful
Acts of Violence at Airports Serving International Civil
Aviation, Supplementary to the Convention for the Suppres-
sion of Unlawful Acts Against the Safety of Civil Aviation,
done at Montreal on September 23, 1971. Like the Conven-
tion, which applies to aircraft, the Protocol seeks to ensure
that the perpetrators of the offences it creates will in all
cases be punished, either in the state where they are found
or in the state to which they are extradited. Its adoption by
consensus makes it the first instrument concerning the
protection of international civil aviation to be adopted
without a vote. It is expected that the Protocol will quickly
enter into force and, in time, will attract as much participa-
tion as the Convention, to which 137 states were parties by
March 31, 1988.

A Diplomatic Conference was held in Rome March 1 to
10, 1988, on the basis of drafts prepared by a special
committee of the International Maritime Organization, to
adopt a convention and protocol on maritime security. A
Legal Bureau official served as chairperson of the Committee
of the Whole of the Conference. The Conference adopted
by consensus the Convention for the Suppression of Unlaw-
ful Acts against the Safety of Maritime Navigation and the
Protocol for the Suppression of Unlawful Acts against the
Safety of Fixed Platforms located on the Continental Shelf.
The Convention and Protocol follow previous anti-terrorist
instruments, such as the ICAO conventions and the 1979
Hostage Taking Convention, in requiring states to either
prosecute or extradite perpetrators of the offences they
create. By focusing on terrorist incidents at sea, they fill a
gap that was exposed during the Achille Lauro affair in
October 1985.

Privileges and immunities

Canada’s international obligations pertaining to privileges
and immunities are set forth in the Vienna Conventions on
Diplomatic and Consular Relations and in several conven-
tions concluded within international organizations. The
Department is responsible for interpreting and applying,
both in Canada and abroad, international obligations in
Canada in relation to diplomatic and consular missions and
international organizations.

During the year, the Department continued its efforts to
see that the privileges and immunities were used not to the
advantage of individuals, but to permit the efficient
performance of the functions of diplomatic and consular
missions and international organizations. Similarly, these



conventions grant reciprocal privileges and immunities to
the diplomatic and consular missions of Canada abroad,
and to its missions to international organizations. The
Department expended considerable effort to ensure that
foreign states fulfilled their international obligations toward
Canada.

Orders in Council were adopted to grant temporarily
certain privileges and immunities to the participants to 13
meetings of international organizations for which Canada
was host in 1987, including the Commonwealth Heads of
Government Meeting in Vancouver and the Francophone
Summit in Quebec City.

The State Immunity Act, which came into force on
July 15, 1982, sanctioned in Canadian law the principle by
which states can be brought before the courts of Canada for
their commercial activities. This Act coincides with the
general international practice favouring the principle of the
restrictive immunity of states. The Department is monitor-
ing closely certain actions brought under the Act, taking
into account Canada’s international obligations toward the
diplomatic and consular missions of foreign states on
Canadian soil.
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Treaty law

During the 1987 calendar year, Canada signed 42 bilateral
agreements. In the course of the year, 19 bilateral agree-
ments entered into force upon signature: 6 by ratification
and 10 by the exchange of notifications. Canada also took
action to terminate seven bilateral agreements. Details are
given in Appendix IL

In 1987, Canada signed or took other measures in
relation to 15 multilateral agreements. Seven multilateral
conventions entered into force for Canada, including the
Vienna Convention on the Physical Protection of Nuclear
Materials, the Convention on Psychotropic Substances and
the United Nations Convention against Torture and Other
Cruel, Inhuman or Degrading Treatment or Punishment.
Details are given in Appendix IIL

The high point of the year was the successful conclusion
of the negotiations for a free trade agreement between
Canada and the United States. The Free Trade Agreement
was signed by Prime Minister Mulroney in Ottawa on
December 22, 1987, and on January 2, 1988. President
Reagan signed the Agreement in Washington on December
23,1987, and in Palm Springs on January 2, 1988.
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The basic framework for communications and culture in

1987/88 continued to be the use of communications in

Canada and public communications and cultural diplomacy

abroad to:

® increase awareness and understanding among Canadians
of Canada’s role in the world and of the relevance of
international affairs to their security and prosperity;

® promote Canada in the world and support the achieve-
ment of its foreign policy and international trade objec-
tives; and

® enable the Canadian government, individuals and
organizations to pursue their international interests more
effectively.

Within this framework three broad themes were pursued
in the development and carrying out of specific communica-
tions and cultural activities. These were the “relentless inter-
nationalisation of the national agenda” and the government’s
response of “constructive internationalism”; a sharpening of
the corporate identity of the Department of External Affairs
in the context of the government’s desire for a fuller collabora-
tion between it and the public in the conduct of Canada’s
international relations; and further integration of communica-
tions and culture as a strategic factor into policy development
and program execution. The following sections outline the
ways in which these themes were translated into concrete
action during the year.

Media relations

The Media Relations Office, through continuing contact with
news and media organizations in Canada, provides the public
with the Canadian perspective on foreign political, economic
and trade developments and their impact on national security
and prosperity. By providing information on all aspects of
Canadian foreign policy and trade issues, it encourages media
and public interest in Canada’s role within the international
community. To this end, it maintains a continuing working
relationship with the Parliamentary Press Gallery in Ottawa
and with local media representatives across Canada. As the
departmental focal point for contacts with Canadian
journalists and foreign correspondents based in Canada, it
actively participates in the Department’s planning of media-
related activities and the development of communications
strategies on a wide range of foreign policy and trade issues.
To assist the Secretary of State for External Affairs, the
Minister for International Trade and the Minister for External
Relations and International Development in furthering the
government’s foreign policy agenda, the Media Relations
Office arranges media briefings, interviews, editorial board .
meetings, photo opportunities and press conferences. By
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monitoring the print and electronic media, the Office keeps
the ministers’ offices and departmental officials apprised of
current media preoccupations and issues. It distributes
annually an ayerage of 2 500 transcripts of news programs for
use within the Department and provides a daily telegraphic
news summary to all missions abroad to keep them informed
of major events in Canada.

As the host of several high-level international meetings
including the Francophone Summit and the Commonwealth
Heads of Government Meeting, Canada received much
worldwide media attention during the year under review. The

Media Relations Office worked closely with other govern-
ment departments in planning media arrangements for these
international conferences. When the Prime Minister or any of
the three External Affairs ministers travelled abroad on official
visits, journalists were provided with relevant economic and
political data to place each visit in its foreign policy context.
Media representatives were encouraged, when warranted, to
accompany the ministers on their visits in order to secure
effective media coverage. The Office makes all press arrange-
ments for visits to Canada by heads of state, heads of govern-
ment and foreign and trade ministers.

Some 400 ministerial and departmental news releases and
100 speech texts were provided to media outlets and key
groups across Canada during the year.

Domestic communications

The Domestic Communications Division informs Canadians
about Canada’s position on foreign policy issues and seeks to
ensure that the Department is sensitive to the foreign policy
attitudes of Canadians. It is responsible for ensuring that the
Department’s public communications priorities are reflected
in its policy development.

A number of projects were undertaken during the year to
increase Canadian interest in the Commonwealth and
Francophone summits, chief among them an education kit
distributed to Canadian schools.

Volume II of the Canadian Anti-Apartheid Register was
produced during the year. Some 5000 Canadian individuals
and groups took advantage of the opportunity provided by
the Register to express their views on South Africa, indicate
the measures they had taken to encourage South Africa to
dismantle apartheid, and affirm their solidarity with the
disenfranchised majority in that nation. Volume II of the
Register was presented to the United Nations Secretary-
General, Javier Perez De Cuellar, by Mr. Clark in September.

A national campaign was directed at making Canadians
more aware of the dangers of travelling abroad with drugs or

in the company of those possessing drugs.



To make the Department more accessible to Canadians
and to involve them more closely in the development of
foreign policy, the Division prepared feature articles and
radio clips for regional media, carried on a speakers’ program
focused on the Department and on the government’s foreign
policy priorities, co-operated with ethnic groups’ media and
multicultural organizations, and developed information
material — both print and audio-visual — on foreign policy
issues and on the Department itself.

Some 235 briefings were organized for 50 departmental
officers to be given to Canadian universities, media outlets,
service clubs and non-governmental organizations. Visits were
arranged for 15 Canadian journalists and 16 Canadian aca-
demics to multilateral institutions in Europe; 225 students
received assistance to participate in UN model assemblies and
10 to participate in the UN Summer Graduate Internship
program. Assistance was also provided to six universities and
organizations sponsoring Canadian foreign policy conferences
in Canada.

During the year some 11 600 telephone and 1400 written
requests for information on international affairs and the
Department were handled. Over 25 000 publications were
mailed out in response to requests.

Information programs abroad

The External Communications Division continued to
promote an image of Canada abroad as a modern, distinct,
bilingual and multicultural society that is economically and
technologically advanced. This was done through communi-
cations management of major foreign policy issues and
events, and through production and acquisition of informa-
tion materials (publications, films and videos, exhibits) for
distribution abroad. .

The major communications strategy was to promote
abroad the 1988 Calgary Winter Olympic Games. Two
films and some 25 video shorts for international broadcast
were produced. Generous editing rights and creative
production techniques facilitated multilingual transmission
at low cost. Novel distribution strategies ensured access by
CTV-Host Broadcaster, international television networks
and local stations, airline inflight programmers, and
Canadian missions abroad. In addition, several Olympics
promotional films were translated and distributed abroad.
Canadian missions reported wide usage of these materials
by international broadcasters. Taking advantage of the
presence of leading Canadian artists and performers at the
Calgary Olympic Arts Festival, filming was begun for a
video stressing what is new, unique and different about
Canadian performing and visual arts.

Communications advice and support was provided in
connection with Joe Clark’s visit to Africa in February
1988; the defence of the Canadian fur trade and for the
Response to the Malouf Report on Seals and the Sealing
Industry in Canada; the announcement of Canada’s New
Sealing Policy; and a strategy to counter South African
propaganda and censorship.

Four issues of the Department’s “flagship” magazine
Canada Reports were produced in a new full-colour,
28-page quarterly format. Themes covered included
summitry (Francophonie, Commonwealth and Economic),
multiculturalism, Calgary Olympics, and Canada in Space.
In addition to English and French versions, a Spanish
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version — Reportaje Canadid — was produced for some
50 000 targeted international recipients.

A review of the Department’s film and video collection
abroad led to the introduction of a new policy for acquisi-
tion and distribution of films and videos abroad. Under the
travelling exhibits program, 62 exhibits depicting various
aspects of Canadian life toured 31 countries.

Three new titles were added to the Department’s publica-
tions for targeted audiences: Transportation Technology and
Agricultural Technology (Canadian Experience Series on
science and technology); and The Inuit of Canada
(Reference Series).

As part of the Department’s foreign visits program, seven
working visits were sponsored during the year. More than
70 foreign journalists, academics, politicians and govern-
ment officials were escorted across Canada for meetings
with political, business, academic and cultural leaders;
themes included summitry, Canada-U.S. free trade, the
Meech Lake Accord and the Calgary Olympics.

The External Communications Division continued
liaison with Radio Canada International (RCI), and
consultations were held with RCI regarding its negotiations
with Radio Japan and Radio Beijing for bilateral
transmitter-time exchange agreements.

Trade communications

The Trade Communications Bureau seeks to make
Canadians aware of the vital importance of international
trade and to understand national trade policies. It publicizes
the availability of the Department’s trade and investment
development programs, services and related publications.
Several communications projects for the Economic
Summit in Toronto were begun. Communications strategies
were formulated to support a diversity of other events,
including the Ministerial Meeting of the Cairns Group of

Agricultural Exporters, the expansion of the Technology

Inflow Program, and new initiatives to increase exporters’
interest in market opportunities in Hong Kong and the
Middle East.

National circulation of CanadExport, the Bureau’s twice-
monthly international-trade newsletter, rose to 30 000 from
27000 the previous year. CanadExport kept readers posted
on sales opportunities abroad, foreign market trends, forth-
coming trade fairs and missions, and developments in trade
policy, programs and services.

Info Export, the Department’s export trade information
centre, handled up to 150 requests for information per
week. It is located in the lobby of the Department’s head-
quarters in the Lester B. Pearson Building at 125 Sussex
Drive, Ottawa, and has a toll-free telephone number
(1-800-267-8376) for callers from anywhere in Canada.
Info Export either gives clients immediate answers to their
exporting queries or puts them in touch with experts
who can.

Portable exhibits were presented at nine Canadian trade
shows and conferences — including the Canadian High
Technology Show, Transtech International and the Canadian
Exporters’ Association Annual Conference. Over 10600
business people approached exhibit personnel for export
information. The Speakers Desk arranged for departmental
specialists to address business groups, universities and trade
associations. Trade officers spoke on such topics as



Problems Encountered in Exporting, Careers in the Foreign
Service, International Marketing and Financing, Trade with
Asia-Pacific and Exporting to the Middle East,

Two trade publications for exporters were produced: So
You Want to Export?, a “how-to” book, and Canadian
Trade Representatives Abroad, a directory of personnel at
Canadian missions abroad with trade, investment and
tourism responsibilities. There are now 203 departmental
trade publications for domestic distribution, and 31 for
overseas audiences.

The departmental advertising budget of $1.4 million for
the year was devoted to trade-related messages to heighten
awareness in the business community of events such as
Export Marketplace. Other campaigns such as Canada
Export Trade Month featured the programs and services
available to exporters. Several overseas advertising pilot
projects, including one aimed at markets for Canadian
goods in Zimbabwe and Kenya, were commenced and will
continue in the forthcoming year.

International expositions

The Department, through the International Expositions
Dibvision, is responsible for co-ordinating and managing
Canada’s participation in world expositions abroad and for
the promotion of world expositions held in Canada

(e.g., EXPO 86, Vancouver). It also represents Canada at
the Paris-based Bureau International des Expositions (BIE),
the regulatory body for world expositions.

A major activity during the year was the organization of
Canada’s participation in EXPO 88 in Brisbane, Australia.
Participation in this specialized world exposition, being held
from April 30 to October 30, 1988, is Canada’s principal
contribution to Australia’s bicentennial celebrations.

A 2800 m? Canada Pavilion was designed to reflect the
EXPO 88 theme, “Leisure in the Age of Technology.” The
pavilion, through films, exhibits and interactive displays,
explores trends in Canadian leisure activities and the impact
on them of technological advances under a sub-theme,
“Leisure — Seasons of Adventure.” British Columbia
agreed to design and operate an interactive theatre within
the Canada Pavilion and the Government of the Northwest
Territories agreed to erect an Inuit Inukshuk sculpture at
the exit. Rick Hansen was appointed as Canada’s
Commissioner General, and hé launched an Australia-wide
campaign to promote awareness of Canada at EXPO 88.
The cost of the Canadian participation at Brisbane is
approximately $9 million.

Amendments to the 1928 BIE Convention were pressed
by Canada in order to make world expositions so exception-
al, compelling and well-organized as to ensure enthusiastic
participation of the highest quality.

Canada was invited to participate in EXPO 92 at Seville,
Spain. This multi-billion-dollar exposition is the successor
to EXPO 70 Osaka and will be the last universal category
exposition of this century.

Library services

The library serves a broad clientele from External Affairs,
other federal government departments, private industry,
financial institutions, provincial governments, and the .
academic world. It borrows from and lends books to other
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government, university, industrial and large public libraries
under the interlibrary loan agreement.

In addition to the library’s annual publication Canada’s
Bilateral Relations, it also published Canadian Cultural
Industries: A Bibliography, and Canada-United States Free
Trade: A Bibliography, third edition.

In conjunction with the International Trade Relations
Group the library compiled and produced Canada’s Trade
Statistics, now in its second edition.

An important library function is to provide support
services for missions; the library in Mexico, the Department’s
largest reference collection in Latin America, and the
library in Washington received special attention during the
year. A library staff visit to the two large reference collec-
tions in Europe, Canada House Library in London and the
Cultural Centre Library in Paris, established guidelines for
the function and space of their current programs and for
future development.

International cultural relations

The cultural dimension of foreign relations colours the
attitudes of nations to each other. It influences the environ-
ment within which political and economic decisions are
made. The challenge presented by this aspect of foreign
relations furnishes the essential mandate for international
cultural relations as a foreign policy program.

Projecting abroad Canada’s national character through
the expression of a broad range of human accomplishments,
international cultural relations programs encompass the arts
(performing arts, visual arts, literature and publishing,
sound recording, films and video), academic relations
(Canadian Studies, scholarships, conferences), sport (related
tours and promotional activity abroad), and exchanges of
cultural personalities and young men and women between
the ages of 18 and 30 for periods of up to a year in duration.
Together they contribute to a view of Canada as a dynamic,
distinct nation. They seek to clarify Canada as a reliable
source for goods and services and as a destination for
tourism and investment.

Emphasis during the year was to translate departmental
priorities into cultural relations action plans tailored to
specific regions and countries. Canadian cultural manifesta-
tions were well received in Japan, China and India, and
efforts will continue to increase cultural activities in Pacific
Rim countries, as well as in the United States and Latin
America. These priorities will be advanced while maintain-
ing the level of activity in Western Europe.

Cultural policy

Support for Canada’s cultural industries has been
increasingly integrated into departmental project planning.
The commercial promotion of cultural products, such as
art, books, records and films is an important aspect of the
Department’s cultural policy and their effective export
promotion serves to increase the economic vitality of
Canada’s cultural industries and contributes to the
dissemination of Canadian culture. An improved cultural
data base has been developed in co-operation with other
departments and the private sector to support these
promotional activities abroad. A review of export
promotion of cultural products was undertaken with



Communications Canada to determine if additional
measures are required.

International sports relations

Following a decision by Cabinet, Mr. Clark announced in
October a new departmental program in international sport
relations. The announcement provided a fresh recognition
of and emphasis on sport as an instrument of foreign policy.
The timing was propitious: Canada, after Calgary, is seeking
the 1994 Commonwealth Games for Victoria and the 1996
Summer Olympics for Toronto. The program’s major
components are to provide missions with advance informa-
tion and promotional tools related to team and athlete
travel; to derive maximum benefit from Canadian participa-
tion in events such as the Calgary Olympics; to extend
existing sport tours to reach areas of the world important to
Canadian foreign and trade policy, and to provide sports
development assistance to selected Third World partners.

In 1987/88 the advance information component was
initiated. Canada’s national soccer team was assisted in its
successful tour of Central and South America. Sprinter Ben
Johnson and Carolyn Waldo (the world champion
synchronized swimmer) participated in Canada Week
celebrations in Seoul.

International exchanges

The International Exchange Program provides participants
with an opportunity to study and gain working experience
abroad. The Program serves to ensure that bilateral and
multilateral exchanges, often carried out by non-
governmental organizations, reinforce and evolve with
foreign policy priorities. It also recognizes the increasing
importance of exchanges of youth and of cultural person-
alities to relations with countries important to Canada.

A policy of reciprocity ensures that incoming foreign
participants do not take more jobs than are available for the
outgoing Canadians. An estimated 16 000 students and
young workers acquired international work experience in
70 countries during the year.

During the past year assistance was provided to non-
governmental organizations such as the International
Association for Students of Economics and Commerce and
International Association for Exchange of Students for
Technical Experience to expand youth exchange opportu-
nities with the Asia and Pacific region.

In addition, the visits of 46 foreign cultural personalities
to Canada and 79 Canadian personalities abroad were
sponsored by the International Exchange Program in 1987.
These activities helped artists and academics establish closer
co-operation with counterparts around the world. A special
element of the exchange of cultural personalities is the
Banque de missions based on bilateral agreements with
France, Belgium, Italy and the Netherlands. Under these
agreements the cost of a visit by a cultural personality is
shared between the host country and the receiving nation.

Arts promotion

Creation of a better balance was continued between arts
promotion activities in Western Europe and in other areas
of importance for Canadian foreign policy, particularly the
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United States, the Pacific Rim and selected countries of
Affrica, the Middle East and Latin America. Professional
Canadian artists in various disciplines — the performing
arts, visual arts, film and literature — received grants,
which helped to sponsor close to 350 projects. Following
negotiation of the resumption of official cultural exchanges
with the US.S.R., a Canadian delegation on performing
arts went to that country and a Soviet delegation then
visited Canada.

Successful events included the triumphant emergence of
Montreal’s Cirque du Soleil on the international scene. The
Royal Winnipeg Ballet with the brilliant performance of
Evelyn Hart and of her colleagues completed a successful
tour of six countries in the Far East. The Montreal Sym-
phony Orchestra continued to achieve success in a 15-city
tour of Europe from East and West Berlin to Madrid, Paris
and London. Many theatre festivals are requesting perform-
ances by Robert Lepage and the Carbone 14 Company,
directed by Gilles Maheu.

Through government assistance to Canadian impresarios
and directors of cultural institutions to travel overseas,
opportunities abroad for Canadian artists were enlarged.
Tours of Canada by foreign festival directors and arts critics
also stimulated invitations, contracts and articles on Cana-
dian arts in the foreign press. Support was given to many
Canadian commercial and diplomatic events overseas by
adding a cultural dimension.

In the visual arts, support was provided for a balanced
exhibition program abroad of works by traditional, contem-
porary, native and avant garde artists. The Winnipeg Art
Gallery organized participation at the Sao Paulo Biennale
of six Canadian artists: Kim Adams, Eleanor Band, Roland
Brener, Geneviéve Cadieux, Wyn Geleynse and Barbara
Steinman. Canada was also represented through participa-
tion of commercial galleries at the Chicago, Cologne and
Los Angeles fairs. Cassel “Documenta” in Germany invited
Canadian artists such as Jeff Wall, Robin Collyer, Liz
Major, Ian Carr-Harris, David Rabinovitch, George Trakas
and Krzysztof Wodiczko. A Michael Snow film retro-
spective was shown in Tokyo and Kyoto, and a Canadian
presence was assured at the Video Art Festival of Fukui
in Japan.

A number of authors and publishers received grants to
enable them to promote a better knowledge of Canadian
literature abroad through readings, lecture tours, residencies,
book launches, literary festivals and international book
fairs. Following a visit of seven Canadian publishers in
China, four Chinese publishers came to Canada to explore
market potential for textbooks and literary exchanges. Two
agents and a publisher came from Japan to meet Canadian
publishers with a view to purchasing rights and licences for
Canadian titles. Canadian authors, critics and academics
participated in a major conference organized by the Univer-
sity of Rome on the work of Northrop Frye. Support to the
Canada Council translation program provided assistance
with foreign editors to translate and publish 57 Canadian
works.

Under a program administered by the Canada Council
for the Department, leading foreign artists in all of the arts
disciplines and representing 18 countries came to Canada to
give workshops and master classes in local institutions.



The Arts Promotion Program also delegated funds for
Canadian cultural activities to missions in London, Paris,
Rome, New York, Washington, Bonn, Brussels and Tokyo,
each of which initiated its own local cultural projects.

Canadian Studies abroad

The Department’s Academic Relations Program supported
Canadian Studies by academics at more than 800 univer-
sities in 29 countries through grants for individual scholars,
graduate students, Canadian Studies certres and programs,
curriculum development, and through the Library Support
Program. In keeping with current foreign policy priorities,
programs of assistance were introduced in China, India,
Korea and five Latin American countries, while program-
ming was expanded in Western Europe and the United
States.

The International Council for Canadian Studies (ICCS),
comprising 13 foreign associations representing more than
3000 academics and also the (Canadian) Association for
Canadian Studies, held its biennial conference at McMaster
University in conjunction with the May 1987 meetings of
the Learned Societies of Canada. At the conference the
prestigious annual Northern Telecom International
Canadian Studies Award, consisting of a gold medal and
$10 000 was presented to Professor Seymour Martin Lipset,
a major figure in the social science community, for “an
invaluable contribution to the study of Canadian society”;
the Northern Telecom Five Continents Award for
Canadian Studies, consisting of a silver medal and $5 000
went to Professor Cedric R.P. May of the University of
Birmingham, U.K., for his contribution in “enlarging inter-
national awareness of the history and culture of French
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Canada to audiences outside Canada.”

In addition to establishing a professional secretariat in
Ottawa, ICCS assumed administrative responsibility for 26
of the Department’s programs of support for Canadian
Studies. The Shastri Indo-Canadian Institute assumed
similar responsibility for four programs introduced in India.

Publishing abroad about Canada continued to flourish.
The National Library is involved with ICCS in a joint
project to identify, collect and provide access to the
materials about Canada produced by foreign academics,
Canadian Studies centres and Canadian Studies
associations.

An academic exchange program with the People’s
Republic of China provides for 12 Chinese students to study
in Canada, and for an equal number of Canadians to live
and study in China.

Government of Canada Awards

Government of Canada Awards (scholarships) were made
available to foreign nationals of 20 countries at the graduate
and post-graduate levels during the year. Similar awards are
offered to Canadians by other countries in this reciprocal

program.

Historical affairs

The manuscript of Volume 10 of Documents on Canadian
External Relations (1944-45, Part 1) was completed, for
publication in 1988. Work continued on several other
volumes in this series and on the official history of the
Department, dealing with the years 1909-1968. Assistance
was given to researchers working on the history of
Canadian external relations.
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Policy development ‘ development of COSICS was obtained from Treasury Board.
The Policy Development Bureau comprises a Political and The resource allocation process was carried out unfier the
Strategic Analysis Division and an Economic and Trade most dlfﬁc‘.lh circumstances to date: the Department is re-
Analysis Division which, through the Director General, are quired to give up 262 person-years and $15 million over four

responsible to senior management for providing advice on the years s part of the government-wide downsizing exercise. A
overall direction of Canadian foreign policy, and for handling continuing effort was made to smphfy the annual mission
particular issue-areas that require co-ordination among a and headquarters planning cycle requirements.

number of bureaus. Analysis is carried out on a wide range of Several reviews were undertaken to assess Iesource use and
trade, economic and political issues. The Bureau is respon- requirements, as yvell as to identify the pptennal for resource
sible for co-ordinating Canada’s contribution to political reallocation within the Department. Major assessments were
issues at economic summits, and for assisting the depart- completed in Hong Kong, Beijing, Shanghai, Bangkok,
mental units responsible for the Commonwealth and La Mexico, Caracas, Port of Spain and Kingston. Although
Francophonie in preparing Canada’s contribution to the SOmeE resources were reallocated from these missions, the
political agenda of the summit meetings of those organiza- general conclusion @ch& was that most are essential to the
tions. Speeches by ministers or senior departmental officials conduct of Canada’s international relations and programs

on overall foreign policy themes are often prepared by the abroad. If.valuahons were conducted on the privatization of
Bureau. Consultations on broad international trends are held the Tourism Program, the Technology Inflow Program, Fairs
with the policy units of other countries as opportunities and Missions, and the Commercial and Economic

permit. Communications St;rvxcts. )

Major activities during the year involved co-ordinating the In the past year, internal audits of the Department’s
government's impact assessments of the Canada-U.S. Free Immlgrgtx.on agd Administration programs were carried out
Trade Agreement, organizing a series of seminars for the . at 21 missions in Europe, South Pacific, Asia and the Middle
Department’s senior management on future foreign policy East. In addition, seven functional internal audits were
challenges, and providing input into the political agenda of conducted at headquarters. o )
the Venice Economic Summit, the Quebec Summit of The Cabinet Liaison and Co-ordination Secretariat
Francophone countries, and the Commonwealth Heads of provided the departmental focal point for activities pertaining

_ Government Meeting in Vancouver. The Bureau was also to the Cabinet system, including bricfings for the Department’s
engaged in a wide range of other activities, including prepara- three ministers, preparation of Cabinet documents, and
tion of statements for the Prime Minister; speeches for the liaison with other departments and agencies on related trade
Secretary of State for External Affairs, the Minister of Inter- and foreign policy matters. The Secretariat also provided a
national Trade and the Under-Secretary of State for External departmental point of contact with parliamentary committees
Affairs; policy planning consultations with a number of and individual MPs, co-ordinating their requests for informa-
countries; and speaking engagements across Canada. The tion and assistance and at times providing _funds for familiar-
Bureau was host for the annual three-day meeting of policy ization travel. It also managed tl}e 1qtemanonal conference
planners from NATO governments held in Jasper in early allotment and co-ordinated ministerial travel abroad. '
February. :

Finance, administrative services, budget

Departmental management ‘ The Bureau of Finance and Headquarters Administrative
The Corporate Management Bureau co-ordinated senior Services is responsible for all aspects of financial administra-
management’s plans and objectives to bring resource alloca- tion: financial planning and analysis; accounting, commitment
tion into line with government priorities in the context of control and other financial services; provision of a compre-
fiscal restraint and downsizing. hensive advisory, control and reporting function for service

During the year the Bureau’s Resource Management contracts; headquarters accommodation services; and head-
Division sustained the momentum of the Long Range quarters inventory data and materiel support. During the year
Management Plan. The following elements of the Plan were the Bureau developed and implemented a new departmental
completed: a series of span of control reviews (i.e., to decrease financial management information system. Its objective is to
the number of managers relative to staff supervised), a global streamline the capture of financial transactions and provide
mission closures-reductions exercise, and a comprehensive comprehensive financial information for all levels of users
review of grants and contributions. Funding for the initial both in headquarters and around the world. A prime function
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of the Bureau is to report on the budgetary operations of the
Department. These are set out below.

Budget

Departmental expenditures for the fiscal year 1987/88
totalled approximately $931.4 million. This included
operating and capital expenditures, grants and contributions
and other transfer payments in connection with the Canadian
Interests Abroad Program and the World Exhibitions
Program.

Operating and maintenance expenditures of approximately
$661.8 million were incurred for the management and co-
ordination of operations at headquarters and at missions
abroad and included salaries, wages and other personnel
costs, property rentals abroad, travel, communications and
costs for the conduct of foreign operations.

Capital expenditures of approximately $102.7 million
include $36.8 million for the purchase and replacement of
vehicles, furnishings and equipment and $65.9 million for
the Long Range Capital Program (LRCP).

Expenditures of approximately $166.9 million for grants,
contributions and transfer payments were largely non-
discretionary and arose from Canada’s membership in such
international organizations as the UN, NATO, OECD and
the Commonwealth.

Table 19
1987-1988 MAJOR BUDGET
EXPENDITURES BY ACTIVITY
(millions of dollars)
Canadian Interests Abroad Program
Foreign policy, priorities and co-ordination 498
International trade development 552
International economic, trade and aid policy 432
Political and international security affairs 140.3
Legal, immigration and consular affairs 89
Communications and culture 308
Bilateral relations and operations 504.3
Passport amn
Operational support, human resource planning and
administration 94.2
925.0
World Exhibitions Program
World exhibitions 6.4
TOTAL 9314

Physical resources

The Physical Resources Bureau provides all Crown-owned
accommodation through purchase or design and construc-
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tion and all Crown-leased official residences and chanceries
for the Department. Related services include provision of
materiel assets, interior design and supervision of facilities
maintenance for the Department’s overseas operations and
administration of the Department’s collection of Canadian
artworks for display at missions. The Bureau also imple-
ments the Department’s Long Range Capital Program
(LRCP), directed at increasing Crown ownership of
properties (thereby also reducing rental costs).

The estimated value of the Department’s real property
inventory in 1987/88 was approximately $4 billion. The
Bureau’s expenditures for the year totalled $82.2 million, of
which $66.5 million was for construction and acquisition of
real property under the LRCP (including the Washington
Chancery).

Construction was completed of a new chancery in
Kinshasa and continued on chanceries in Beijing and
Washington. Design and construction of a new embassy in
Tokyo, including commercial offices and 23 residential
units, will begin in 1989. Several moves or expansions to
leased chanceries and official residence acquisitions or
moves were completed. Condominium chancery space was
purchased in Lisbon as were staff quarters in Damascus,
Hong Kong and New York. Disposal of nine Crown
properties returned $1.3 million to the Consolidated
Revenue Fund.

Major maintenance and renovation projects were
completed at the official residences in Accra, Lagos,
Los Angeles and Madrid, and major repairs were imple-
mented at MacDonald House in London. Interior design
refurbishing projects were completed in Geneva, Moscow,
San Francisco, London, Bonn, Rome, Lima, Accra,
Jakarta, Lisbon, Diisseldorf and Stockholm.

The Department’s submission on new standards for staff
accommodation was approved by Treasury Board, with
implementation to commence next year. Materiel valued
over $44 million was purchased and shipped for programs
at headquarters and missions and the procurement tracking
system was expanded to include fleet management data for
the Department’s 731 vehicles.

Information resource management

The Information Resource Management Bureau is
responsible for the Department’s information management
services: global telecommunications, communications and
technical security, computer systems design and develop-
ment, records information services, office automation, word
processing and administrative printing, and for implementa-
tion of the Canadian On-Line Secure Information and
Communications System (COSICS) project.

Secure communications and courier services were
provided during the year for prime ministerial and minis-
terial visits abroad, three royal visits to Canada and for the
Francophone and Commonwealth summits. State-of-the-art
telephone systems continue to be installed at missions.
Following successful implementation of the Computer
Assisted Immigration Processing System in Hong Kong,
Treasury Board approval was granted to extend it globally.
The second phase of the Automated File Management
System was completed, permitting the automation of
inventories, lists and the circulation of some 50 000 files
and 500 000 volumes at headquarters.



The telecommunications network was further developed
with arrangements that allowed better service within
existing budget levels. The new financial system, FINEX,
was implemented at headquarters and at six missions.
Savings by bulk mailings of various publications was
achieved. New scheduling techniques permitted mail
operations to cope with a 10 per cent volume increase.

The number of microcomputers in use increased to 1145,
while mini- and mainframe computer systems totalled
twelve, six of which were at major missions. Records
Information Management staff processed over 1.1 million
records and responded to 32 000 requests for information.
Mail operations handled 4.5 million items. Almost nine
million telecommunications messages were processed,
totalling more than one billion words. The printing plant
generated over 60 million impressions.

Personnel

The Personnel Branch is a service-oriented unit responsible
for the recruitment, assignment, remuneration and working
conditions of employees. Its services vary according to
whether personnel are part of the rotational foreign service,
in which there are 2 896 employees, are non-rotational and
work only in Canada (1 210 employees), or are among the
3871 employees engaged locally at missions abroad. The
Branch also administers a large secondment program with
other government departments and agencies. In 1987/88,
317 employees from other government departments and
agencies and the private sector were seconded into External
Affairs, while 117 External Affairs employees were working
in other departments or agencies or in the private sector.

A total of 998 transfers of foreign service personnel and
their families to and from Canada, or from one mission to -
another, were effected during the year.

The Personnel Branch continued to carry out the
government-wide policy of decreasing the size of the public
service while minimizing the adverse consequences for
employees. Simultaneously, it sought to recruit and retain
members of target groups and young Canadians to increase
their representation in all occupational categories.

Priority continued to be assigned to foreign language
training to ensure that foreign service personnel possess the
language skills required for their positions. Reciprocal
arrangements allowing dependents of departmental
employees serving abroad to obtain employment in the
receiving state were negotiated with Brazil, the Federal -
Republic of Germany, France, Ghana and Morocco.

The personnel implications of the Canadian On-Line
Secure Information and Communications System and of
CIDA decentralization, the implementation of both of
which are to commence in 1988/89, were the focus of
considerable attention and planning. Health-related issues,
among them smoking in the workplace, AIDS and the
foreign service, and the establishment of Occupational
Safety and Health Committees at missions abroad, also
were prominent.

The Department implemented both a scheme for
planned leave without pay for the Foreign Service Officer
group and a revised policy on lengths of postings for
employees serving abroad.

Protocol services and diplomatic, consular and
other representatives in Canada

Canada has diplomatic relations with 145 countries. In
Ottawa there are 77 resident embassies and 23 resident
high commissions. Outside Canada there are 29 non-
resident embassies and 16 non-resident high commissions
accredited to this country. Other offices in Canada are the
International Civil Aviation Organization with representa-
tives from SO countries, the Delegation of the Commission
for the European Communities, the Inter-American Institute
for Co-operation on Agriculture, the International Atomic
Energy Agency, the International Labour Organization, the
Northwest Atlantic Fisheries Organization, the Organiza-
tion of Eastern Caribbean States, the International North
Pacific Fisheries Commission, the United Nations Centre
for Human Settlements, and the United Nations High
Commissioner for Refugees.

During the year under review the Office of Protocol was
responsible for maintaining liaison between the foreign
missions and the RCMP concerning the physical protection
of diplomatic and consular representatives and their
premises. It also provided services and advice to all foreign
missions in accordance with Canada’s obligations under the
Vienna Conventions, and other international agreements
and Canadian laws and regulations. These included the
accreditation arrangements for foreign heads of missions in
Canada and Canadian heads of missions abroad. The Office
is also responsible for the arrangement of the ceremonial
events associated with visits of foreign heads of state to
Canada.

Canada’s international obligations pertaining to privileges
and immunities are set forth in the Vienna Conventions on
Diplomatic and Consular Relations and in several conven-
tions concluded within international organizations. The
Office of Protocol is responsible for interpreting and
applying the international obligations in Canada in relation
to diplomatic and consular missions and international
organizations. The Office administers and monitors the
privileges and immunities accorded to some 8 500 members
of diplomatic and consular missions in Canada, including
their dependents and domestic servants. During the year

~ Protocol continued its efforts to see that the privileges and
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immunities were used not to the advantage of individuals,
but to permit the efficient performance here of the functions
of the diplomatic and consular missions and international
organizations. Similarly, the conventions grant reciprocal
privileges and immunities to the diplomatic and consular
missions of Canada abroad, and to its missions to inter-
national organizations. The Department made considerable
effort to ensure that foreign states fulfilled their inter-
national obligations toward Canada, and that the members
of Canadian missions abroad were not less favourably
treated than the members of foreign missions in Canada.
The Office of Protocol organized the logistic and
administrative support for a large number of official visitors
to Canada including heads of state, heads of government,
ministers of foreign affairs and other personalities invited by
the Canadian government. Aside from the large number of
official visitors who came to Canada for the Francophone
Summit in Quebec City, the Commonwealth meeting in
Vancouver and the Winter Olympics in Calgary, official
visitors to Canada during the year included Pope John



Paul II, President Reagan of the United States, the Agha
Khan, Prince Takamado of Japan, President Mitterrand of
France, His Majesty King Olav V of Norway, President
Mikulic of Yugoslavia, King Carl XVI Gustaf and Queen
Sylvia of Sweden, Prime Minister Chirac of France, Vice
President Mercado of Nicaragua, Prime Minister Takeshita
of Japan, and Premier Swan of Bermuda. The Office also
organized the visits to Canada of foreign ministers from a
wide range of other countries.

The Office of Protocol was responsible for arrangements
for the visit of the Governor General to Barbados as well as
her State Visit to France. It also organized the visits abroad
by the Secretary of State for External Affairs: during the
year under review Mr. Clark’s overseas travel included visits
to Belgium, Poland, Hungary, the German Democratic
Republic, the Federal Republic of Germany, the United
States, Africa, Central America and Asia. Similarly, trips
abroad made by the Minister for International Trade and
the Minister for External Relations and International
Development to Africa, Europe, the United States and Asia
received the support of the Office, as did visits to many
destinations by other ministers or parliamentary secretaries
representing ministers.

The Office also administered the Government Guest
House in Ottawa and the hospitality centre at the
L.B. Pearson building. During the 1987/88 fiscal year
11964 guests were entertained in these facilities.

Federal-provincial co-ordination

The Department of External Affairs has a major role in co-
ordinating the policies and activities of the federal and
provincial governments in the international sphere. During
the year, provincial governments continued to devote
considerable resources to the promotion of their interests
abroad, and received different forms of support from the
Department. The four working units from two provinces
established last year on a pilot basis within Canadian
missions abroad are now fully operational. Work started on
the updating of the 1978 agreement between Canada and
Quebec for co-operation on immigration matters. Federal-
provincial consultations were held during the year to ensure
that provincial interests were considered in the formulation
of international relations policies and that provincial
authorities were kept informed of the federal government’s
position on issues of mutual interest. In addition, the
Department’s telecommunications network was available to
the provinces, providing them rapid access to the diverse
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services offered by Canada’s diplomatic and consular
missions abroad. The Department continued to transmit to
the provinces reports, comments and research material,

“ particularly of an economic and commercial nature, from

Canadian missions abroad. The missions also maintained
continuing contact with provincial offices located in their
areas of responsibility.

The Department facilitated provincial participation in
meetings of multilateral organizations such as WHO, ILO,
OECD, the Council of Europe, the UN Commission on
Human Rights, the Commonwealth and Francophone
institutions. It also helped arrange visits abroad for
provincial premiers and delegations and visits of foreign
delegations to the provinces.

Security and intelligence

The Security Services Bureau is responsible for
departmental security and the development and implementa-
tion of Canada’s international counter-terrorism policy. The
departmental security program includes the protection of
employees and their dependents serving overseas, physical
security at headquarters and missions abroad, and personnel
security. The Bureau also provides policy co-ordination and
guidance on the protection of foreign diplomats and inter-
nationally protected persons in Canada. The Operations
Centre enables the Department to respond to crises in any
part of the world on a 24-hour-a-day basis. The Bureau
develops policy recommendations for the government on
international co-operation against terrorism, and co-
ordinates the conduct of Canada’s bilateral and multilateral
counter-terrorism relationships. During the year under
review, two significant initiatives came to fruition. The
International Civil Aviation Organization adopted a new
protocol on the suppression of terrorist attacks at
international airports, and Canada and the United States
signed a declaration to formalize annual consultations on
co-operative measures to combat international terrorism.

The Bureau of Foreign Intelligence collects, analyzes and
disseminates intelligence relating to the capabilities, inten-
tions and activities of foreign governments, organizations
and individuals. Its role is to provide the government with
timely, relevant and assessed information to help protect
Canada’s interests and facilitate the conduct of its external
relations. The Bureau is organized into four divisions
responsible for political intelligence, economic intelligence,
intelligence services and interviews.
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DISTRIBUTION OF PERSONNEL AT CANADIAN MISSIONS
ABROAD BY GEOGRAPHIC REGIONS
(Canada-based and locally engaged employees)

Program personnel Support personnel
Canada- Locally Canada- Locally
based engaged based » engaged
Europe 282 144 236 922
United States 149 146 67 338
Asia and Pacific 250 126 119 889
Africa and Middle East 174 48 118 700
Latin America and Caribbean 155 65 74 436
International organizations 56 2 49 55
TOTAL ) 1066 531 663 3340
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Support personnel

BY ORGANIZATIONAL ACTIVITY
(Canada-based employees)
Program personnel

DISTRIBUTION OF PERSONNEL AT HEADQUARTERS

Ministers and Central Staff Units

Geographic Units
International Trade Development

Economic and Trade Policy
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Political and International Security Affairs
Personnel
*Trade Negotiations and Summits Management Offices

Legal, Consular and Immigration Affairs
Communications and Culture

Administration

Special Offices
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GRAND TOTAL
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DEPLOYMENT OF PERSONNEL AT CANADIAN MISSIONS
ABROAD BY ACTIVITY
(Canada-based and locally engaged employees)

Program personnel Support personnel
Canada- Locally Canada- Locally
based engaged based engaged
Policy, planning and co-ordination 58.5 0.5 28.6 10.3
Trade and industrial development 210.5 230.8 284 272.2
Tourism 20.5 424 0.1 393
Political relations 128.5 12.7 750 25.6
Fconomic relations 110.7 155 470 295
International development assistance 111.6 30.1 17.3 734
Communications and culture 525 62.8 11.0 144.8
Immigration and social affairs 2075 99.6 11.6 487.6
Consular affairs 39.1 109 - 149 116.2
Administration 1213 203 405.6 20470
Other government departments 53 54 235 94.1
TOTAL 1066 531 663 3340
GRAND TOTAL 5600
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3
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200

Does not include administration.
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Appendix I
Department of External Affairs:
Organization chart

MINISTER
FOR
INTERNATIONAL TRADE

SECRETARY OF STATE
FOR
EXTERNAL AFFAIRS

MINISTER
FOR
EXTERNAL RELATIONS
AND INTERNATIONAL
DEVELOPMENT

UNDER-SECRETARIAL GROUP
Under-Secretary
TRADE
NEGOTIATIONS
OFFICE Deputy Minister
International Trade
Associate
Under-Secretary
FUNCTIONAL BRANCHES
International Trade
Economic and Trade Policy

Political and International
Security Affairs

Communications and Culture

Legal, Consular and
Immigration Affairs

GEOGRAPHIC BRANCHES

Europe

United States

Asia and Pacific

Africa and Middle East

Latin America and
Caribbean

CENTRAL STAFF
® Corporate ® Administration
Management
® Personnel
® Policy Planning
® Protocol
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Appendix IT
Bilateral international agreements
(calendar year 1987)

Algeria

Exchange of Notes between the Government of Canada
and the Government of the People’s Democratic Republic of
Algeria constituting an Agreement to amend the Agreement of
July 14, 1984, concerning Cinematographic Relations (with Rules
of Procedure)

Ottawa, June 19, 1987
In force June 19, 1987
Anguilla

General Agreement between the Government of Canada
and the Government of Anguilla on Development Co-operation

Anguilla, September 7, 1987
Antigua and Barbuda

General Agreement between the Government of Canada
and the Government of Antigua and Barbuda on Development
Co-operation

Antigua and Barbuda, June 19, 1987

Agreement between the Government of Canada and the
Government of Antigua and Barbuda for the Training in Canada
of Personnel of the Armed Forces of Antigua and Barbuda

Antigua, October 6, 1987
In force October 6, 1987

Agreement amending the General Agreement of June 19,
1987, between the Government of Canada and the Government of
Antigua and Barbuda on Development Co-operation

Antigua and Barbuda, October 7, 1987

Argentina

" Commercial Air Transport Agreement between the
Government of Canada and the Government of the Argentine
Republic

Buenos Aires, May 8, 1979
In force provisionally May 8, 1979
In force definitively February 6, 1987

Austria

Agreement on Social Security between Canada and the
Republic of Austria '

Vienna, February 24, 1987
In force November 1, 1987
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Belgium

Agreement on Social Security between the Government of
Canada and the Government of Belgium

Brussels, May 10, 1984
In force January 1, 1987

Chile

Exchange of Notes between the Government of Canada
and the Government of the Republic of Chile constituting an
Agreement concerning Investment Insurance

Santiago, March 26, 1987
China, People’s Republic of

Agreement between the Government of Canada and the
Government of the People’s Republic of China for the Avoidance
of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Income (with Protocol)

Beijing, May 12, 1986
In force December 29, 1986
with effect from January 1, 1987

Agreement between the Government of Canada and the
Government of the People’s Republic of China on Co-production
of Films (with Annex)

Beijing, February 23, 1987
In force February 23, 1987

Costa Rica

Agreement between the Government of Canada and the
Government of Costa Rica in Respect of Investment Insurance

San Jose, November 27, 1987
In force November 27, 1987

Czechoslovakia

Agreement on Film and Video Co-productions between the
Government of Canada and the Government of the Czechoslovak
Socialist Republic

Ottawa, March 25, 1987
Dominica

General Agreement between the Government of Canada
and the Government of the Commonwealth of Dominica on
Development Co-operation

_Roseau, September 25, 1987



European Space Agency

Exchange of Letters between the Government of Canada
and the European Space Agency constituting an Amendment to
Article IV, Paragraph 1, of the Agreement between the
Government of Canada and the European Space Agency
concerning Co-operation of January 9, 1984

Paris and Ottawa, December 17, 1986, and
April 15, 1987
In force April 15, 1987

France

Agreement on Economic and Industrial Co-operation
between the Government of Canada and the Government of the
French Republic

Ottawa, January 15, 1987
In force January 15, 1987

Agreement to amend the Agreement of October 4, 1956,
between the Government of Canada and the Government of the
French Republic on the Admission of Trainees to France and
Canada

Ottawa, January 16, 1987
In force January 16, 1987

Protocol to the Taxation Convention between the
Government of Canada and the Government of the French
" Republic signed on May 2, 1975

Ottawa, January 16, 1987

Agreement in the form of an Exchange of Letters between
the Government of Canada and the Government of the French
Republic concerning the employment of dependents of employees
of each Government assigned to official missions in the other
country

Paris, June 24, 1987

Agreement between the Government of Canada and the
Government of the French Republic on Airworthiness

Paris, June 15, 1987

Greece

Agreement between the Government of Canada and the
Government of the Hellenic Republic on Commercial Scheduled
Air Services

Athens, January 18, 1974

In force provisionally January 18, 1974

In force definitively January 26, 1977
Terminated provisionally August 20, 1984
Terminated definitively June 24, 1987

Agreement between the Government of Canada and the
Government of the Hellenic Republic on Air Transport

Toronto, August 20, 1984
In force provisionally August 20, 1984
In force definitively June 24, 1987

Guyana

Convention between Canada and the Cooperative Republic
of Guyana for the Avoidance of Double Taxation and the

Prevention of Fiscal Evasion with Respect to Taxes on Income
and for the Encouragement of International Trade and Investment

Georgetown, October 15, 1985
In force May 4, 1987
with effect from January 1, 1987

Hungary

Agreement on Film and Video Relations between the
Government of Canada and the Government of the Hungarian
People’s Republic (with Annex)

Budapest, May 7, 1987
In force August 26, 1987

Agreement between the Government of Canada and the
Government of the Hungarian People’s Republic for Co-operation
in the Peaceful Uses of Nuclear Energy

Budapest, November 27, 1987

India

Agreement between the Government of Canada and the
Government of India for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income
(with Protocol)

New Delhi, October 30, 1985
In force September 16, 1986
with effect from January 1, 1987

Extradition Treaty between the Government of Canada and
the Government of India

New Delhi, February 6, 1987
In force February 10, 1987

Exchange of Notes between the Government of Canada
and the Government of India constituting an Agreement to amend
the Agreement on Air Services of 20 July, 1982

New Delhi, February 10, 1987
In force February 10, 1987

International Fund for Ireland

Agreement between the Government of Canada and the
International Fund for Ireland regarding a Contribution by
Canada to the Fund

Ottawa, April 27, 1987
In force April 27, 1987

Israel

Agrecment between the Government of Canada and the
Government of the State of Israel on Air Transport

Jerusalem, April 13, 1986
In force provisionally April 13, 1986
In force definitively March 24, 1987

Ivory Coast

Agreement between the Government of Canada and the
Government of the Republic of the Ivory Coast on Air Transport
(with Memorandum of Agreement)

Québec, September 3, 1987
In force provisionally September 3, 1987



Japan

Exchange of Notes between the Government of Canada
and the Government of Japan providing for the Reciprocal
Exemption from Income Tax of Earnings derived from the
Operation of Ships

Ottawa, September 21, 1929

In force September 21, 1929

Terminated November 14, 1987
with effect from January 1, 1988

Convention between the Government of Canada and the
Government of Japan for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income

Tokyo, September 5, 1964

In force April 30, 1965

Terminated November 14, 1987
with effect from January 1, 1938

Convention between the Government of Canada and the
Government of Japan for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income
(with Protocol)

Tokyo, May 7, 1986
In force November 14, 1987
with effect from January 1, 1988

Jordan

Agreement between the Government of Canada and the
Government of the Hashemite Kingdom of Jordan concerning
Investment Insurance

Ottawa, June 2, 1987
In force June 2, 1987

Kenya

Agreement between the Government of Canada and the
Government of Kenya for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with Respect to Taxes on Income
and on Capital

Ottawa, Apnil 27, 1983
In force January 8, 1987
with effect from January 1, 1987

Malta

Agreement between Canada and the Republic of Malta for
the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with Respect to Taxes on Income and on Capital

Valetta, July 25, 1986
In force May 20, 1987
with effect from January 1, 1987

Morocco

Agreement of Co-operation regarding the Transfer of
Persons Incarcerated under Sentence between the Government of
Canada and the Government of the Kingdom of Morocco

Rabat, May 4, 1987

Agreement on Film and Video Relations between the
Government of Canada and the Government of the Kingdom of
~Morocco

Rabat, May 4, 1987
In force May 4, 1987

Netherlands

Convention between the Government of Canada and the
Government of the Kingdom of the Netherlands for the
Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with Respect to Taxes on Income (with Protocol)

The Hague, May 27, 1986
In force August 21, 1987

Agreement on Social Security between the Government of
Canada and the Government of the Kingdom of the Netherlands

The Hague, February 26, 1987
New Zealand

Agreement on Film and Video Relations between the
Government of Canada and the Government of New Zealand
(with Annex)

Vancouver, October 16, 1987
In force October 16, 1987

Norway

Agreement on Social Security between the Government of
Canada and the Government of the Kingdom of Norway

Oslo, November 12, 1985
In force January 1, 1987

Papua New Guinea

Agreement between Canada and Papua New Guinea for
the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion