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tly
taZce "1 The Final Act of the Conference on Security and
,m operation in Europe signed in Helsinki in 1975, and
7€ alled the Helsinki Accord, represented an innovation in

;O “it/West relations. It linked peace to human contacts and
O . 1 pect for human rights.

’wzttmg; j The Helskinki Accord has thirty-five signatories,
% @ thirty-three of them from Eastern and Western Europe,
fn . US and Canada. The Accord contains three baskets of
;;;;r’; provisions. Basket 1 deals with confidence-building meas-

urés, security and disarmament. Basket 2 deals with coop-
' atlon in economics, science, technology and the
ironment. Basket 3 deals with human contacts, the free

Zl;the ﬂow of information, cultural exchanges and education
sa,id changes.

, The Soviets entered into the Helsinki Accord because
they sought recognition of the postwar boundaries of Eu-

ge dpg rope. There was never a postwar treaty recognizing current
boundaries. The Final Act of Helsinki committed the sig-
natones to respect the territorial integrity of each of the
part1c1pat1ng states. The West saw the Accord as a vehicle
forjpromoting human rights in Europe. The Act is viewed

_______ by the signatories as a political commitment, rather than a
leg: 111y-b1nd1ng instrument. It states that it is not eligible for
registration as a treaty under the Charter of the United
Najhons

F"’llowmg up Helsinki

The Accord, in a section called “Follow up to the
Conference prov1des for review meetings on the imple-
mentation of the provisions of the Final Act, as well as for
speaahzed meetings of experts. To date there have been
two General Review Conferences — the Belgrade Con-
ference of 1977-78 and the Madrid Conference of 1980-83.
Madrid was a disaster. It was not scheduled to last

ree years. It went on that long because the Soviet inva-

smn of Afghanistan and martial law in Poland made unan-
imity impossible. The rules of the Conference required
thaJt all participants agreed before the final document was
adopted. The Madrid Concluding Document did propose a
number of specialized follow—up meetings. It proposed a
human rights experts’ meeting in Ottawa beginning on May
K 13985 It proposed a meeting on the peaceful settlement of

dJSputes commencing on March 21, 1984, in Athens. It
pr0v1ded for a conference on confidence and securlty
_______buﬂdmg measures for Europe in Stockholm commencing

The Parallel Forum
Unwanted group

January 17,1984. The participating states agreed to a semi-
nar on secunty and cooperation in the Mediterranean,
commencing October 16, 1984, in Venice. The Madrid
Concludmg Document also prov1ded for a cultural forum
in Budapest for October 15, 1986. Finally the next General
Review Conference was scheduled for Vienna commencing
on September 23, 1986.

“Helsinki Watch” groups

With the advent of the Helsinki Accord there sprang
up in Eastern Europe “Helsinki Watch” groups. The Final
Act, as an introduction to the three baskets of provisions,
set out a declaration on principles guiding relations among
participating states. One of those points — Principle VII —
is respect for human rights and fundamental freedorms.
Principle VII says, among other things, that the participat-
ing states “confirm the right of the individual to know and
act upon his rights and duties in this field.” The Helsinki
Watch groups of Eastern Europe attempted to assert this
right to know and act upon their rights. For this effort, they
were boycotted, blacklisted and imprisoned by their own
governments. The most notable Eastern European dissi-
dents of today, like Sakharov and Shcharansky, were
founders of the Helsinki Watch groups in their countries.

For Western Europe and North America, a parallel
movement was founded at a conference in Bellagio, Italy,
in 1982 — the International Helsinki Human Rights
Federation. The THF is a federation of Helsinki Watch
groups in democratic countries established to monitor the
signatories’ compliance with the human rights commit-
ments under the Helsinki Accord. The Helsinki Watch
groups of the IHF do openly and above ground what the
Eastern European Helsinki Watch groups have been
forced to do underground. The IHF has ten member
Helsinki Watch groups from ten countries including Can-
ada. The Federation and its member Watch groups are
nongovernmental organizations.

The THF engages in conferences and meetings. It
sends out fact-finding missions. It publishes reports. The

David Matas is a Winnipeg lawyer and co-chairperson of
the Canadian Helsinki Watch Committee, along with
Irwin Cotler of Montreal.
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The Parallel Forum

Federation holds parallel nongovernmental meetings coin-
ciding with the governmental meetings under the Helsinki
Accord. The Federation was present at Madrid for the
Review Conference. It was present at Ottawa for the
Human Rights Experts’ Meetings. At Ottawa the Cana-

_ dian Helsinki Watch Group was founded and a report on

Canadian compliance with the Helsinki Accord was
presented. o .

Budapest cultural forum

As well, the Federation was present at Budapest last
fall. The Budapest Cultural Forum was one of the meetings
on specialized topics within the Conference on Security
and Cooperation in Europe (CSCE) process provided for
in the Madrid Concluding Document. It lasted for six
weeks from October 15, 1985. It was attended by official
government representatives from all thirty-five signatory
states, as well as personalities in the field of culture. The
first week consisted of opening statements. There followed
aseries of overlapping meetings in plastic and applied arts,
performing arts, literature and mutual cultural knowledge.
The final week was devoted to an attempt to draw up
conclusions.

Each state chose its own participants to the forum.
The Canadian official delegation included Robert Fulford,
the Editor of Saturday Night, Antonine Maillet, the author,
and six other cultural figures. Notably absent from the
Canadian delegation were cultural figures who have been
leaders in the human rights field, such as Margaret Atwood
or Margie Gillis.

The International Helsinki Federation organized its
own nongovernmental forum. The official forum was
scheduled tolast six weeks. The THF forum was to last only
three days, coinciding with the first three days of the official
forum. The official forum was to cover all the arts. The IHF
forum covered one art oply — writing. The official forum
had no topical focus. The THF forum was to focus on one
theme only — writers and their integrity.

Parallel forum

The IHF invited twelve authors from Western and
Eastern Europe to discuss such topics as writing in exile,
the freedom to be different, writing under censorship, self-
censorship, the right to history. The speakers included
Susan Sontag from the US, who had been invited to be part
of the official US delegation to the governmental forum,
but declined the invitation in order to take part in the
Helsinki Watch parallel forum. There was Amos Oz from
Israel, Per Wastberg from Sweden, Danilo Kis from
Yugoslavia, George Konrad from Hungary and seven oth-
ers. The Eastern European authors who spoke, apart from
the Hungarians, were, like Danilo Kis, all now living in
Western Europe. No Eastern European government al-
lowed its residents to travel to Budapest to participate in
the Helsinki Watch parallel nongovernmental forum.

The Hungarians who participated in the Helsinki
Watch Forum in Budapest were local Hungarians. Several
of those who took part, as speakers or simply as guests,
were people who had been victimized by the Hungarian
government for their past writing. They had been im-
prisoned, systematically denied employment, censored.
Although the THF met in Budapest, the Hungarians were
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not meant to act as hosts. They were intended simply to idrid
invited guests. The Federation did not wish to place ; & ttled ‘
undue onus on the resident Hungarians, and, by so doiy ;i e ful

jeopardize their situation in their home country.

Prohibition by Hungary ‘
A few hours before it was to begin on October 1
1985, the Hungarian government forbade the holding
the Federation symposium in Budapest. Despite the pr
hibition, the nongovernmental symposium took plag -
with apparent Hungarian government tolerance. Tj 3
meeting rooms that the Helsinki Federation had orde
were cancelled, on government direction. Instead, ti
symposium was held in Budapest in private apartmentS( 5
Hungarian friends of the Federation. No one, including t}
invited Hungarian writers, was prohibited from attendin;
No one was evicted from the country. 5
Why did Hungary go through this charade of prohi :
ing a meeting in public premises and then allowing it |3
continue in private premises? Why did it wait till the la.
minute to do anything at all? What was the value of incu
ring worldwide negative publicity or the appearance (;
repression, and yet not imposing repression? And whi .
should be the appropriate Canadian response to thes»
events? '

Hungarian justification ;

One thing is certain: the stated Hungarian reasons fob 2]
its actions were not its real reasons. Hungary issued 3.5
declaration, justifying its actions, that cannot bear clos
scrutiny. The Hungarians said those who came to the syn.
posium came as tourists, and must respect the rules con
cerning tourists. In fact, as the Helsinki Federation pointed
out in a release in response to the Hungarian statemen
the proposal to hold a symposium did not violate any las

ther to Hungarians or to visitors to Hungary. Moreove i ing
Hungaryis obliged to apply its own laws in such a way ast ¢
comply with its undertakings under the Helsinki Final Ad-

The Hungarian government statement went on to s
that the planners of the alternative forum did not indicatei
advance that they wanted to organize the meeting. Th

meetmg well in advance. 1 was part of the Federatioijg
delegation that met with Andor Egyed, Chief of the Cant jz5
dian Section of the Ministry of Foreign Affairs of Hungan
He was the official who ordered the hotel servi
cancelled.

The Federation had not asked for permlssmn fron
Hungary before planning its meeting. That was consistes Hj
with what it had done for other Helsinki meetings. Th
Federation held parallel sessions at the time of the Madri
Review Conference in 1980-83, and at the Ottawa Huma
Rights Experts’ Meeting in the spring of last year. Thwr
permission of the Spanish and Canadian governments wi
neither sought nor considered necessary.

The Hungarian government stated that while it ha
undertaken to host the intergovernmental cultural forun
it had not undertaken to allow meetings initiated by prival we
organizations. However, the US government noted that th
question of private meetings was raised with Hungary ¢




7 toy adrid before the hosting of the Budapest meeting was
| ttled and, at the time, Hungary undertook to allow the
he full range of activities for nongovernmental organiza-
hs in Budapest as had taken place in Madrid. The au-

%sturb the atmosphere and the work of the official

” This statement was incomprehensible. The pur-
Se of the parallel forum was not to disturb or provoke or
er, but rather to enhance. An essential part of the

?

entatives at the official forum could express their opin-
1 ﬂs freely. There was, therefore, no need for the private
‘um. However all government representatives are gov-
nment-designated. In Eastern Europe that means that
aseideologically hostile to the governments are excluded
om official delegations. A private forum would involve
exchanges that could not take place in the official forum.

e real reasons
If the stated reasons for prohibition were not the real
isons, what were the real reasons? Western delegates to
fﬁmal forum reported that the Hungarians were under

Iternative forum. Tolerance in any Eastern European
try is a threat to the regimes in all of those countries,
cause of the risk of demands for imitation. The Soviets
haye a special interest, because Communist dominance
ns Russian dominance, something the Soviets want to
mamtam ‘The Hungarians yielded to that pressure, but
in a perfunctory way. They acted as surrogate re-
’O‘me‘p essors for the Soviets, but did the minimum possible. By
°MEN 5 ohibiting the meeting publicly, they gave the appearance
1y 1a¥of Succumbing to the Soviets. By waiting until the last
ies ¢ oment, after everyone had arrived, and then allowing the
€0Vt mebting to take place in private residences, they, in effect,
ircumvented the Soviet demands.

What happened, nonetheless, did have a repressing
ect. By declaring the parallel forum prohibited, the
garians delegitimized it in the eyes of their own cit-
s. For those cultural figures in Hungary already black-
ccoljisted and denied all work because of their cultural
ut th , ities, or for those under arrest who were released at
eginning of the official forum, that sort of delegitim-
on did not really matter. However, for the Hungarian
ral figures not totally alienated from the regime, the
ibition had to have an intimidating effect. The absence
ermission was an implicit threat against those Hun-
ans who participated. Still, the whole incident was very
garian. Gyorgy Bence in a report to the Helsinki
ration titled: “Censorship and Alternative Modes of
tural Expression in Hungary,” delivered at the Federa-
meetings held in conjunction with the parallel forum,
Ote that censorship in Hungary was “bashful.”
Hungary prides itself on being the most liberal of the
ern European countries. It does not wish to appear
tly oppressive. Instead, it operates wherever poss1ble
forunt ressure and suggestion, behind closed doors. Its main
prival we ¢apon is discrimination against those who do not go
hat th along, a substantial weapon, indeed, in a country where
sary ! the state controls everything. Although Westerners found
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The Parallel Forum

the Hungarian government’s behavior puzzling, Hun-
garians considered it predictable.

Canadian response

‘What should the Canadian response have been to this
incident? Once the Soviets and Czechs started pressuring
for cancellation, and before the Hungarian government

y/a

Yee. 1sadv

RENDORSEG MENTES KULTURAT!

CENZURA NELKULI MUVESZETET!

decided what to do, Canada joined with other Western
nations in asking the Hungarians to allow the parallel
forum to take place. In a sense what happened was a
compromise, allowing the Hungarians to accede, in some
way, to the pressures from both sides. After the Hungarian
government decision had been reached, a number of West-
ern governments commented on it. The US made a strong
statement, deploring the decision of the government of
Hungary, calling it a violation of Hungarian commitments,
and delivered an official protest to the Hungarian
authorities. The Common Market made a statement on the
-matter. So did a number of individual European countries.
Canada, however, said nothing. The time for Canada’s




The Paraliel Forum

opening statement at the official cultural forum was sched-
uled for before the Hungarian decision was reached. The
forum continued for six weeks from its opening on October
15. Canada made a public concluding statement. As well, it
could have made any public statements it wished at any
time outside of the forum.

NGOs and Helsinki

It was a mistake for Canada to have remainedsilent. It
is important to appreciate the value of nongovernmental
organizations in the Helsinki process. The Helsinki process
is one of peace through confidence-building measures,
human contacts and human rights. Only nongovernmental
organizations can generate the human contacts to make the
process work. Governmental delegations from the East are
people under pressure from their governments, rather than
people who put pressure on their governments. They are
chosen for their ideological conformity to the regimes in
place. Contacts through official meetings are, for East
Europeans, intergovernmental contacts and nothing more.
The Helsinki Final Act and the Madrid Review Conference
Concluding Document specifically acknowledged the im-
portance of NGOs to the Helsinki process. The Final Act
committed governments to implement its provisions so that
“organizations and their representatives can, in the field of
their activity, develop contacts and meetings amongst
themselves and exchange information.” The Madrid Con-
cluding Document committed governments to take steps
“to ensure satisfactory conditions for activities within the
framework of mutual cooperation on their territory in
which citizens can take part.”

It would be wrong for Canada to show undue sympa-
thy for the Hungarian plight. Reality dictates that Hungary
must succumb to Soviet pressure. However, as Istwan
Gaurka, a Hungarian writer who participated in the paral-
lel forum, said, “to live with reality means to accept the
unacceptable.” Canada, obviously, does not have the
means to persuade the Hungarians that the Soviets do. Yet,
in consort with the other Western nations, it can have and
has had an influence. Eastern European respect for
cultural freedom will not happen by itself. Western pres-
sure is needed as a countervailing force against Soviet
threats.

Even though the alternative forum sponsored by the
Helsinki Federation is now over, a Canadian statement
would still serve a purpose. It would be a support to those
Hungarians who participated in the private forum. It would
be an assertion of the importance to Canada of private
groups in the Helsinki process. It would be a commitment
not to allow similar events to occur in future Eastern Euro-
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peén Helsinki meetings. If we lose this opportunity, y
have lost sight of our commitment to the Helsinki proce
itself.

Official contacts not enough

For the International Helsinki Federation, the Hy
garian government cancellation of the meeting rooms was
mixed curse. If forced the Federation into quarters th
were inadequate. Even a large apartment cannot accoy
modate comfortably a meeting of over 100 people. It genc
ated an atmosphere of intimidation that could not help b,
have an effect, particularly on the Hungarian guests th
attended the meeting. It was a continuing signal fro
Eastern Europe that respect for human rights has stil
long way to go.

On the other hand, the Federation itself received
good deal of publicity from the prohibition. The previg

CSCE Human Rights Experts Meeting, passed almost u
noticed. The prohibition in Budapest meant the Feder
tion had an opportunity to make more widely knowni|
own goals, and the purpose of its own meeting. Whi
violation of human rights may be news, and respect f
human rights may not be news, the Federation prefer

the publicity that arose from the intolerance in Budapes
The Federation exists to generate respect for human right .
not to generate publicity for itself. Its goal is a situati
where respect for human rights is complete and its ow.:
existence superfluous.

The official intergovernmental forum ended in a wi?
that emphasized the importance of the nongovernmenh
Helsinki Watch forum. The official forum ended without '
concluding agreement. The US complained that the Soi?
ets had blocked the open discussion among artists at thS eratlc
forum. Most of the meetings were bound by rules of pr* caly exI
cedure that limited the discussion to a statement by ead. = |
participant. Delegates could not be interrupted or que
tioned about their remarks. There was no time limit fo
statements. ;

Given those restrictive conditions, it meant that th
true cultural forum was the Helsinki Watch forum. It wass
that forum where there was a true exchange between Ea( :
and West unhampered by governmental restriction abou -
what could be said. The Helsinki Watch groups have bt
come more than just compliance assessment or “watcl
groups. They have given the intended Helsinki processt :
human contacts a reality that governments cannot or wﬂ
not give it.
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apan, USA and the
hird World

Toru Kotani

The current US attitude of “what is best for the US is
for the world” is present in every sphere of interna-
al relations. This single-mindedness is creating strains

has been seriously strained is Japan. The US is dissatis-
with Japan’s enormous trade surplus and limited mili-
spending (about 1 percent of GNP). The security and
e wrangles between the two countries have some seri-
spillover effects which are detrimental to Third World
rests. This article examines some of the ways in which
cent third parties are affected.

S urity motives

Japan increasingly emphasizes the role of aid in its
strategic policy. It promised to pay more attention in the
Os to the Caribbean and Central American regions.

Japan also agreed to launch Jomt aid programs with the US
n'some “security sensitive” areas. Recent Japanese aid to
\frican countries was again flavored with the security con-
ration, although international goodwill was also vo-
cally expressed

A case worthy of mention is Japan’s promise of official
pans worth $4 billion to South Korea between 1982 and
nit fo 1988. South Korea originally demanded $6 billion over the
years, insisting that the aid was to ease Korea’s security
b den against the communist threat, thanks to which
Jagan would be able to enjoy peace and prosperity. During
the difficult negotiations some Japanese officials implied
1at the shadow of the US was felt behind the uncom-
mising Korean stance.

of pre ™

lat th
wasi
n Ex
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vatcl North-South considerations
€850 1 Japan has used foreign aid for two particular purposes:
yr wit 0 promote Japanese trade and to show the US that Japan
( supports countries “friendly” to the “free world.” Apart
from aid, Japan has been an “also there” party in the
Ndrth/South debate.
=1 The US now expects Japan to play a much more active
role in support of US policy in the global domain. Such
Japan-US cooperation is not a smooth process, however, as
th? bilateral economic relationship has become strained by
thje mounting US trade deficit with Japan, which is ex-
pected to rise to $50 billion in 1985.
i Surprisingly, bilateral trade “friction” is generatmg a
sp;llover effect onto the multilateral North/South issue in a
b}zarre fashion. The US Under-Secretary of State, who
visited Japan in March 1985, suggested that Japan should

Third World in Japan-US reiations
Falling off the Pacific bridge

i

reduce its trade surplus by increasing aid to developing
countries, for without a reduction in its surplus, Japan
might face greater US tariff protection. This was the first
time that the US had made a direct link between aid and
Japan-US trade. Up to that point, although Japan had used
aid as a sacrificial lamb to ease US frustration over trade, it
was still treated as a strategic, rather than trade-motivated
cooperation. Japan had initiated such aid, hoping that US
satisfaction at the security level would counteract its frus-
tration generated by the trade loss. The suggested fusion of
trade and aid issues surprised the Japanese government.

Although this aid request might be insignificant in
itself, another incident suggests that the linkage between
Japan’s Third World policy and the Japan-US trade dispute
is becoming a tendency rather than an isolated event. In
January 1984 Japan, seeking an international status “appro-
priate” to its economic power, asked for greater voting
power at the World Bank (from fourth rank to second) in
exchange for an increased contribution in the seventh re-
plenishment to the International Development Associa-
tion (IDA), the Bank’s concessional loan window. A Bank
member’s voting power depends on the size of its capital
subscription quota in the World Bank, but not on its contri-
bution to the IDA. Japan linked the two to use the IDA
contribution as a bargaining chip.

Mauscling the World Bank

The “threat” of reducing Japan’s contribution to the
IDA from the originally proposed 18 percent to some 6
percent of the total replenishment seemed to be working
until the US unexpectedly attached the condition that, if
Japan wanted US support, Japan should open up its capital
market, and accelerate the internationalization of the yen.
The logic of this demand was that yen internationalization
would reduce the demand for US dollars as an interna-
tional currency, and thus bring down the high dollar value,
which was hurting US exports. This astonishing US de-
mand threatened not only the whole IDA replenishment,
but also the World Bank capital subscription, as Japan
refused to separate the two issues. Although the dispute
eventually faded away, and the replenishment went
through, this event signified how the economic friction
between the largest and the second largest economies in

Toru Kotani is a graduate student in the Department of
Political Science at the University of Toronto.




Third World in Japan-US relations

_ the North could disrupt efforts to.alleviate the Third World
plight. ;

As the pervasiveness of the trade dispute with the US
is the biggest concern in Japan’s foreign policy, some ele-
ments within the Ministry of Foreign Affairs have been
quoted as suggesting that, by helping such internationally
unpopular US policies as its pro-Israel and anti-Nicaragua
ones, Japan would be able to smooth its relationship with
the US dramatically. Such a view must have been expressed
out of exasperation that no miracle cure was available for
the trade issue. As for support for Israel, Japan’s depen-
dence on Middle East oil makes such a suggestion a farce,
while the government does not want to be unpopular with
Central and Latin American countries by supporting a
high-handed US policy in the region, which constitutes a
significant voting power at the UN. .

Japan’s dependence on good will

This reveals one particular difference between Japan
and the US: the US.can afford'to be unpopular in interna-
tional relations, while Japan cannot. Thus Japan is caught
in a dilemma whenever the US pressures Japan to support
its unpopular policies. For example, in January 1984 Presi-
dent Reagan raised the issue of a Third World dominated
and “politicized” UNESCO to Mr. Nakasone. Since then
the US and Britain have been urging Japan to give notice of
withdrawal from the UN agency. As the manifested “three
pillars” of Japanese foreign policy are the US, the UN and
Asia, being asked to choose between the US and the UN
would be a source of distress for the Japanese government.
This choice is made all the more difficult by Japan’s increas-
ing interest in becoming a permanent Member of the UN
Security Council. For this goal Japan needs strong support
from UN members, a majority of which are developing
countries.

Japan has been seen by the Third World as the weakest
champion of the North because of its heavy dependence on
the Third World as market, source of raw materials and of
foreign policy support. But the same vulnerability can
equally be present in Japan’s relationship with the US. The
increasing tension between the US and the Third World
places Japan in a “no win” situation. If Japan chooses one
side it has to incur wrath or at least resentment from the
discarded “camp.” If it tries to please both of them, it would
frustrate both.

Trade as trade

The US is not the only party with which Japan has
economic disputes. Trade imbalances in Japan’s favor are
plaguing developing countries asmuch as developed coun-
tries. The developing countries, however, suffer from US
activities in this respect. Third World products are often in
direct competition with US products for the Japanese mar-
ket. So far Japanese trade liberalization has been largely
beneficial to the US. For example, the tariff for US
plywood has been reduced to 15 percent, while the Indone-
sian product must face a 20 percent tariff. In addition,
Thailand considers it unfair that the tariff for its boneless
chicken is higher than the rate for the American deboned
kind.

8 International Perspectives January/February-1986

. levels of both policy formulation and implementation.

* There are some reasons for this differential treatme
which is alienating many developing countries. The J:
anese frade liberalization process is fragmented at {

Japanese bureaucracy practises a meticulous item-by-ite
and case-by-case approach to policy implementation
general. Thus developing countries’ grievances about Jy
anese protectionism lose collective weight, and neg
tions bog down into narrow technical haggling.

In order to break this barrier of technicality, exporti
countries must resort to political pressure. The Japan
government, however, has well-known contacts with by
ness interest groups. Such symbiotic relationships allow
government to “guide” the economy effectively. They a
make the government susceptible to pressure from interd
groups. Therefore, when it comes to such controver
policies as trade liberalization, which would produce il
quivocal losers, the political will to carry out the poli
becomes fragmented. In some cases ministries, or th
branches, identify themselves with the business intereg
under their jurisdictions, and resist any policy harmful
their business constituents. Since trade liberalization
the potential to split the government badly, the advantag
must be great in order for government to go ahead.

Keeping the US happy

In this respect the US has an unparalleled advanta
which is derived from the fact that the US is Japan’s sing
largest export market. No other country can use the thre
of protectionism more effectively than the US. Ironicalty
the more the US trade deficit grows, the stronger the U
bargaining position becomes. Naturally the US emplo:.
political leverage to press Japan to purchase goods from th er
US which may not be internationally competitive. A recel
case includes coal, natural gas and oil, actions which cr:
ated concern among Asian producers of such resourc
(and Canada as well as Australia, for that matter). ,

In addition, compared with the US, developing cou
tries suffer from an information gap in dealing with Japa
It has been reported that, for example, ASEAN countri
are in disarray in presenting their cases during trade negnq
tiations with Japan, while the US is well prepared wi =
many studies in order to nail down Japan in a trade disputi
A recent dispute over US lumber products resulted in th:
establishment of a joint committee with high leve] offici
from the two countries to discuss a liberalization measur
that would be acceptable for both the parties. No develo]:
ing countries enjoy this kind of special communicatio™:
channel. :

If Japan yields to US pressure, and opens up certa
markets for US products, a spinoff strikes developing cou *
try products competing in the same markets. In1983, whe .
the Japanese government revealed its “intention” to intr -
duce liberalization for agricultural products from som
developing countries, opposition was raised even withi ~
the government, which argued that it was unfair to sacrific -
the Japanese agricultural sector once again, right aft:
having done it for the US. In the face of this domest
opposition, the plan was “deboned” to the point of havi
little significance.




Nevertheless, the Japanese government is aware of the
ntent among many developing countries about their

some Japanese foreign affairs officials are concerned
disenchantment with Japan might push ASEAN coun-
towards greater economic cooperation with the US at
cost of Japan’s economic interest. Unfortunately,
n’s famous consensus decision-making system mal-

1ey apercent of them think that, despite the importance of the
Sifor Japan, they cannot agree to * ‘sacrificing” domestic
stries in order to improve the relationship. If the USis

stment considerations

Apart from trade, another economic role that de-
veloping countries expect Japan to play is that of “capital
éxporter ” Here again, Japanese investors are shifting their
interest in favor of the US. For example, the Japanese

(24.4 percent) in 1983, a decline from $473 million
2 percent) in 1979. Between March 1977 and March
investment by Japanese manufacturers in North
erica (including Canada) grew by 5 percent, while the

us one is political instability in those countries. In
tion, some investors do not like indigenization pres-
from many Third World governments, although the
titude varies considerably from company to company.
thermore, technologically sophisticated industries re-

icatio”
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Third World in Japan-US relations

companies with a high proportion of US sales in their
overseas business will certainly consider setting up produc-
tion lines in the US, once a protectionist shadow looms on
the US horizon. Alternatively, Japanese investment in ex-
port-oriented Asian countries has often been an attempt to
bypass US restrictions against Japanese exports. There
have been cases in which Third World investment moti-
vated by such a goal was withdrawn as soon as the US ax fell
on the host country.

Mixed blessings of cooperation

In addition to aid coordination, greater financial coop-
eration is underway between Japan and the US concerning
the international financial system as a whole, as well as
relating to third countries with serious debt problems. In
October 1984 the Bank of Japan announced a $30 million
loan to the Philippines, jointly with the US and South
Korea, which offered $45 million and $5 million respec-
tively. Thisis the first instance of the Bank of Japan making
a direct loan to a foreign entity. On another occasion, in
July 1985, the US Export-Import Bank guaranteed a Jap-
anese syndicate loan worth $115 million for Colombia’s
pipeline construction, a contract awarded to Bechtel of
Texas. At a recent IMF-World Bank meeting in Seoul,
Japan showed its quick support for the US plan of debt
reform.

Such financial cooperation is a corollary of weakened
US economic supremacy and rising Japanese economic
power. The question, however, is whether the cooperation
will change the current economic order, under which the
weakest lose the most. There are few indications which
would support optimism here. The danger of the current
cooperation is that Japan would add further weight to the
US conservative influence over the Third World, rather
than counteract it. The collusion of the largest and second
largest market economies would certainly appear a stifling
prospect in the eyes of the Third World.

For the moment, tight Japan-US cooperation over the
North-South issue is still at a formative stage. The tendency
for greater cooperation, however, will certainly continue.
If Japan and the US succeeded in establishing an extensive
and active alliance of a conservative nature in the North-
South domain, the Third World cry for a fairer interna-
tional economic order would be an even more distant
dream. U




‘Impressions of an observer
Two-week birthday party

Watching the UN
turn forty

by Firdaus James Kharas -

A King, a prince, twenty-five Presidents and Heads of
State, twenty-six Prime Ministers and Heads of Govern-
ment, twenty-four foreign ministers and seventeen others
converged on the United Nations for a two-week period
between October 14 and 24, 1985, to mark the fortieth
anniversary of the founding of the United Nations. It was,
as The New York Times said, “the largest gathering of world
leaders in history.”

By any measure, it was a remarkable event. The
world’s leaders came to make statements on their foreign
policies and to revitalize the United Nations system. Their
presence alone signified the importance the international
community attaches to the world organization. The for-
tieth anniversary celebrations were a success from the mo-
ment the leaders indicated their desire to attend.

~ The debate itself achieved the desired results, al-
though it nearly foundered. A group of developing coun-
tries, led by India, tabled a resolution inviting the head of
the Palestine Liberation Organization, Yassir Arafat, and
the head of the South-West African People’s Organization,
Sam Nujoma, to make statements. The resolution directly
contradicted a decision of the Preparatory Committee that
only states would be allowed to participate in the debate.
The United States indicated President Reagan would not
attend if the PLO and SWAPO were invited. After some
frantic negotiations involving, among others, Canada’s
highly-respected Ambassador, Stephen Lewis, a face-sav-
ing statement was made by the President of the Generzal
Assembly and the resolution was never put to a vote.
Nothing would have been worse for the image of the UN
than to have its own fortieth anniversary celebrations be-
come a shambles.

Firdaus James Kharas is the Executive Director of the
United Nations Association in Canada in Ottawa. As
Special Observer with the Canadian Delegation to the
Fortieth United Nations General Assembly he was the
only Canadian to hear all the statements at the special
two-week session marking the Fortieth Anniversary of the
United Nations. He was also a member of the Canadian
delegation to the Commemoration of the Fortieth
Anniversary of the Signing of the UN Charter in San
Francisco in June 1985.
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Speeches, speeches, speeches tet of

I listened to many hundred of thousands of wordshis ¢
would be easy to dismiss each speech as useless pap. SoPEIIL
of it was and this lent credence to the critics who say theif10D3
too much thetoric at the United Nations. There were {{T 1
bold new initiatives, there was little progress toward imiP/T
diate resolution of problems. But it would be a mistake V¢S
merely evaluate each speech independently in terms of 5P
political significance. Rather, it is necessary to feel il
cumulative effect of all the statements. More than ata =/
other time, they showed the collective will of the worf1 Y
The leaders each speaking from a unique perspecti ’
accounted together for a reaffirmation of the intense desth lf:
for international understanding and cooperation. as elc

‘When one looked out over the vistas of the Genels
Assembly, one saw the leaders attempting, as hum
beings, to communicate with each other. A forum &
provided for them to shake hands, speak, and perhaps ,Olaf
to know each other a little better. It was, for two week
meeting place for the world. The value of such a tourt
force cannot be measured easily. As the Belgian Minister ©4%3
State said, “We will never be able to gauge the 1ncompauS
ble value of rapprochement between statesmen, who, t°
cause of meeting here, came to know each other, often’
appreciate each other, and established at the United K¢
tions a relationship of trust.” One could look around t
room and see dozens of leaders engaged in animated d*
cussion throughout the area. In one corner, the Pris
Ministers of the United Kingdom and Ireland were talkin
In another the Vice-President of the United States could
seen talking to a minister from Algeria. And in our ca®
the Prime Minister of India strolled over for a conversat
with Brian Mulroney. Where else could it have happene:;
When else has it happened?

Concurrently, there were dozens of bilateral meetin ;7
away from the General Assembly. Theimportance of th
discussions may never be fully known but already signs#
appearing that the private discussions between leaders he S
at the UN inched the world forward.

Some highlights

Speaker after speaker expressed confidence in ft
United Nations and support for what it symbolizes. Tt T€}
Prime Minister of Sweden, Olaf Palme, in perhaps the be
speech of all, began with these words: “Let me at the outs €qU
from this rostrum convey this message . . .we believei i th
this Organization and we are committed to it.” His then 118

1mm




5 miultilateralism was echoed by many. Canada, of course,
mong them. ' '
The many speeches could be broken down into three
sroups: those that spoke on the need for the United Na-
and international cooperation; those that ran the
gamut of political and economic problems, much like
skespersons do in the General Debate held at the start of
eneral Assembly each year; and those like Canada,
that contained a mixture of both.
"/ iThere were those like the President of the United
States and the Foreign Minister of the USSR who used the
platform to reach the world’s public. There were those like
the President of Cyprus and the Prime Minister of Ireland
whoiconcentrated on conflicts at home. There were those
whojustified their political decisions, like the Prime Minis-
Jamaica who explained at length his efforts to revive
ountry’s economy. There were those who could have,
ps even should have, commented on domestic situa-
of concern to all, but ignored them, like the speakers
the Sudan and Ethiopia. There were those who spoke
arily, if not wholly, to domestic audiences, like the
President of North Korea, and there were those who
e to those listening in the General Assembly hallitself,
he Prime Minister of Dominica.
There were many styles and logics. Some displaying
oratory like the President of Nicaragua, Daniel Or-
some, quietly and simply registering their position for
ecord, like the President of the Maldives. Some were
oquent as one can be in such circumstances, like the
cretary of State of the Holy See.
Styles and personalities were displayed in other ways
as:well. The down-to-earth approach of Prime Ministers
af Palme of Sweden and David Lange of New Zealand
pparent. The aloofness of First Lady Imelda Marcos
e Philippines with her enormous entourage was
Minister €4ually noticeable. There was the almost comic but under-
incompafs dable ploy for recognition by Norodom Sihanouk, the
1, who, 1€ d leader of the Democratic Kampuchea, who sat
er, ofter IOugh -every speech and raced to the speaker upon con-
Jnited yclusion to be the first in line to offer congratulations and
yhave a few words.

around
imated d

the Prir . . .
re talki; 12CKling real issues

es could! There were, of course, some speeches that did contain
tantial proposals. The most important of these in the
¢ two-week period was arguably the offer to Jordan by
t rime Minister of Israel, Shimon Peres. He called for
immediate talks with a Jordanian or Jordanian-Palestinian
gation to be begun in Amman and proclaimed an end
e state of war between Israel and Jordan. But there was
the importance of President Reagan’s speech on the
l-important bilateral relationship between the United
tates and the Soviet Union which set the stage for the
Immit in Geneva that followed.
The most unacceptable speech came from the Minister
Foreign Affairs of Afghanistan. He said “The new
lutionary order has ensured under the law, the demo-
c rights and freedoms of the individuals and the full
quality of all the nationalities, tribes and ethnic groups of
believe i theicountry.” While almost providing comic relief by call-
His then 118! Afghanistan a “free, independent and non-aligned

ED FRANKLIN

WITH PERMISSION FROM THE GLOBE AND MAIL

Impressions of an observer

country,” not once did he mention the presence of thou-
sands of Soviet troops in his country.

Some topics were common to nearly all speeches that
addressed political matters. Some were political in nature,
like the question of apartheid in South Africa and indepen-
dence for Namibia. These were, without doubt, the most
talked about issues and concerted international action was
repeatedly called for. The President of Botswana said the
mood in South Africa is of a people on the brink of war.

UN. &GA
| THE CANADIAN
- gissooR
UST B¢
SEAKING...

Several speakers called for immediate mandatory eco-
nomic sanctions against South Africa. The evolving Cana-
dian policy, in Mr. Mulroney’s statement, to invoke “total
sanctions” if there are not fundamental changes in South
Africa drew immediate and very favorable response, es-
pecially from the Africans.

More issues

The second most talked about subject was the external
debt of the developing countries. Many touched on the
crippling burden of the results of high interest rates, falling
export earnings and huge accumulated debts. Most called
for international action or conferences to deal with the
subject as soon as possible. The problem is obviously of
great concern to the developing countries and will be a
focal point for some time. The Holy See singled out this
issue above all others.

Most of the speakers, but not all, touched on the
situation in the Middle East. All called for a just solution,

1




Impressions of an observer

most for a Palestinian homeland or State. Many speakers
heaped scorn on Israel for its policies but were not more
vicious than usual.

The situations in Afghanistan and Kampuchea were
also addressed. Many called for the withdrawal of foreign
troops from both countries. The myth of the monolith of an
automatic alliance between the Soviet group and the de-
veloping countries can be shattered with an analysis of the
condemnation of the invasion of Afghanistan heard in this
debate.

Some speakers touched on thie situation in Central
America and the conflict between Iran and Iraq. Most
called for peaceful resolutions in these two areas of the
world, although no new solutions were proposed.

Some progress

Many spoke of the new problem of terrorism and
called for international action to deal with it. Sri Lanka
proposed an immediate international conference to estab-
lish “an international agency committed to the total erad-
ication of terrorism.” It was obvious that this issue was
going to become an important item for the remainder of
the General Assembly and that for the first time a con-
sensus against terrorism was building.

The question of the membership of Korea in the
United Nations came up often. Both North and South
Korea are observers but not full members of the UN,
although they do belong to some of the specialized agen-
cies. The South Koreans called for the membership of

UN PHOTO 165997 / YUTAKA NAGATA

Assembly.

“be done to achieve peace and the betterment of the huny

Secretary of State Joe Clark and Canadian Permanent Representative to the UN Stephen Lewis in the General

both, The North rejected such a possibility, saying it w
‘make permanent the division of the country. Neverthe
it has become an issue in the forefront.

Most of the speakers from the West and the devel{
ing world spoke at great length about economic proble‘
Aside from the debt issue mentioned earlier, countj
spoke of the worsening situation in most of the world, o
growing gap between rich and poor, of the increasing prge
lems of population and poverty. Many called for a r
international economic relationship and most expoun
on the urgent necessity for development.

Everyone stressed repeatedly how much still need

condition. Hlustrative of the complex problems that e
was inability of the members to agree on a consen
statement marking the fortieth anniversary. After mg
hours of drafting the negotiations broke down on whi
words to use to refer to the Palestinian question.

Past record not bad

These were some of the problems. But many spoke il
just of what needs to be done, but what has been achiev
All of the world’s leaders recalled the founding of f
United Nations and the accomplishments since 1945. Oy
one hundred countries owed their independence to
process of decolonization which was nurtured by the [P servi
and this was mentioned by many. The importance of " ct
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i%) newly-independent states and to smaller states was
ently stressed. This debate may have contributed to
ventual addition of new members. Even the two
as, the Holy See, Switzerland, Liechtenstemn and San
o, although presently not members of the UN, sent
evel representatives to speak.
he dynamic and real achievements of the specialized
ies, particularly the WHO, UNICEF and UNHCR,
often used as illustrations. Many speakers gave strong
rt to UNICEF’s new program to immunize all chil-
y the 1990s. A few, like Canada, spoke on the subject
e length, stressing the usefulness of the UN system
ch activities. Other achievements were mentioned,
ularly in the areas of peacekeeping and human rights
he codification of international law. Many attributed
UN a role in the fact that the world has not seen a
1 conflagration or a nuclear conflict in forty years.
stressed the need to bring the arms race to a halt and
ieve disarmament, but surprisingly perhaps, this was

n this debate, peace and security were broadly de-
They included many economic, social and security

s, not just the absence of war. Specific issues in this

world order to which all feel obliged to pay at least

the ripzservice and which in greater or lesser degree constrains
ce of

tion of States.”

Impressions of an observer

United Nations system but some went on to consider the
shortcomings. They called for more support to the UN, for
more authority to the Secretary-General, for more con-
sensus in the Security Council. They paid particular atten-
tion to the financial arrangements of the UN and lamented
the loss of revenue caused by States not paying their share
or by paying late. They collectively stressed the need to
make the organization more efficient and effective. But
many did not blame the United Nations itself for its short-
comings. On this Fortieth Anniversary there were calls
from many sides for countries to exert the “political will” to
allow the UN to function better, recognizing that the ulti-
mate blame for failure lay not with the organization but
with the Member States.

The biggest beneficiary of the fortieth anniversary
debate was the United Nations itself. Scores of media
personnel from every corner of the globe descendéd on the
General Assembly, creating an unprecedented profile for
the organization although many devoted their attention to
superficial problems like the traffic-jams created by too
many limousines. The gratuitously maligned image of the
UN may have reached its nadir and began in October 1985 a
long and much needed recovery.

At the commemoration of the UN’ founding I doubt
that any new solutions were discovered for the most press-
ing problems of today. But the leaders of the world, forced
by their mere presence, were listening to each other. At
least for two weeks. Perhaps they also renewed their faith
to serve what the Secretary-General called, “the single,
collective constituency of the human race.”




What Canadians care about
Polls in policy-making

The Canadian public
and foreign policy

by P.H. Chapin

There are many in this country who believe they are
knowledgeable about what Canadians know or want in
foreign policy. Unfortunately, the portrait they paint is not
often flattering. They tend to describe their fellow citizens
as parochial in their interests, ill-versed in international
affairs, stimulated only by the most gruesome instances of
man’s inhumanity to man. :

Recently, empirical data has become avallable against
which to test such assumptions, and it suggests the assump-
tions are wrong. While Canadians may claim only modest
knowledge of international affairs, the data makes clear
they possess an impressive grasp of the world and its com-
plexities and have sophisticated views on a broad range of
international issues.

In the spring of 1984 and again in the summer of 1985,
the Department of External Affairs — for the first times in
its history — commissioned comprehensive public opinion
polls on foreign policy issues. Before then polls had been
accorded rather limited value in the Department. But the
establishment of a full-fledged policy development bureau
in the fall of 1983 provided the necessary stimulus for
adding public opinion polling to the Department’ inven-
tory of policy-making tools.

The polls were conducted on the Department’s behalf
by Goldfarb Consultants and Decima Research respec-
tively. In both cases departmental officers worked closely
with the pollster to devise questionnaires ranging across a’
wide spectrum of issues. In writing the questions care was
taken to build links with more limited departmental polls
in 1979 and 1982, and with polls taken in the United States
and Europe.

The picture that emerged was one of a society in which
the vast majority express an interest in international
events, believe that Canada can and should exert its influ-
ence internationally, and expect their government to be
actively en gaged in finding solutions to international prob-
lems. The two issues Canadians care most about are inter-
national peace and security, and relieving the hunger and
poverty of the Third World. The relationship which is most
important to them is that with the United States.

P. H. Chapin is Director of the Political and Strategic
Analysis Division of the Policy Development Bureau in
the Department of External Affairs in Ottawa.

14 International Perspectives January/February 1986

1 O
of the po
night flo

International peace and security

If the media sometimes implies that Canadians wor
a lot about nuclear war and that they tend to blame
Americans for most of the difficulties which have b
détente, the polls tell another tale. In both 1984 and 19 -
two-out-of-three respondents doubted they would encolf. -} Car
ter nuclear war in their lifetimes. By the same margin, t
thought both the United States and the Soviet Union bef | We

some responsibility for the deterioration in East/West rel| - Brit

tions, with a minority blaming the Americans less than t|.

Russians. - o Du
Nor are Canadians as allergic on defence questionsi| : | |ialj

the press often portrays them to be. Significant ma]onm'
believe that the Soviet Union poses a military threat at Am
that deterring a possible Soviet attack requires mamtamn Fre
a balance of forces between East and West. In the 1984 pc
four-out-of-five favored Canada’s remaining in NATO-
an approval rating significantly higher than that recent
recorded in major allied countries (see Chart 1). o

In 1984 four-out-of-five also approved increas::
spending on conventional forces “if it would reduce 1:
liance on nuclear weapons to defend the West.” Bu/Third ¥
national preference for reducing reliance on nuclear wez: IfC

ons would not seem to amount to a national aversifOHIng
against resorting to nuclear weapons in extremis. Opi ]?rfi
was evenly divided on the question of whether NAT €.

forces should be prepared to resort to nuclear weapons!’ 311}’13
avoid being overwhelmed by Warsaw Pact convention a

forces. Polls indicate the average European, in contras 1Y th
would prefer to risk defeat. slightly
elop

ieve:

Cruise and SDI “ment o
The 1984 poll posed a series of questions on crui to stim
missile testing, and found a similar division of opiniorn In

the issue, 47 percent for and 47 percent against. In cof t0give
trast, a 1982 poll indicated 24 percent for and 67 perce: belusec
against. One can only assume that, in the intervenir tojthe
period, the national debate on the issue led a significa éjnyin

minority of the population to the conclusion that the meri respec
of cruise missile testing were greater than they had orj tions d
inally believed. t p

The 1985 poll, for its part, posed a series of quest nor

on the US Strategic Defence Initiative. By design the que. Canad
tionnaire avoided using the pejorative “Star Wars” designé " ment
tion at the outset of the questioning. What it found was th 1escue




0o was very much an open issue. There was wide-
pread concern over its potential to speed up the arms race,
so significant division of opinion on the actual merits
program. A small majority (56 percent opposed to 42
ercent) in fact held a favorable opinion on the program,
inda rather larger majority (66 percent opposed to 34
”Efjent) favored some form of Canadian participation in
‘DIiresearch. They did so because of the potential attrac-
ss of a defence system able to protect Western coun-
rom missiles launched against them, and not because
he potential economic or technological benefits which
t flow from Canadian participation.

Chart 1

Support for NATO Membership
) Percentages
;:11?? | Canadians 85 (1984)
on b West Germans 67 (1981)
sstr British 67 (1981)
han o
Dutch 62 (1981)
ltalians 60 (1981)
Americans 58 (1882)
French 45 (1981)

If Canadians are as capable as other national groups of
ing reasoned judgments on their security interests,
are probably more altruistic than most in their concem
the Third World — and proud of their country’s record
elping to reduce hunger and poverty.

Last year, more than 80 percent of respondents said
y thought aid was a moral responsibility, and only
~slightly lesser numbers indicated a determination to ensure
evelopment assistance funds were put to best use. Most
clieved that effectiveness required a long-term commit-
ent of funds and would prefer those funds to be devoted
timulating long-term economic development.

In 1985 73 percent thought that Canada had the right
ive recipient countries direction on how aid funds could

)ithe purchase of Canadian products and services, or at
gnying aid becduse of a recipient government’s failure to
espect human rights. However, when human rights viola-
ons did occur, two-out-of-three expected Canada to ob-
t publicly even if it were to cost us politically or
nomically. (About the same number thought that if any
nadians were in danger in a foreign country, the govern-
nt should be prepared to use the Armed Forces to
cue them if necessary.)

What Canadians care about

In 1985 a majority (59 percent) believed that Canada
was spending about the right amount of money on develop-
ment assistance (in 1984 53 percent thought so), and of
those who disagreed more believed more should be spent
rather than less spent. If more were to be spent, 67 percent
thought the burden should be shared equally between the
government and the private sector.

A large majority also thought that Canadian aid had
been effective over the years, but two-out-of-three were
prepared to believe that “a fair bit of the aid money Canada
provides goes to rich people in poor countries.” A rather
smaller majority expressed some impatience with the per-
formance of developing countries themselves, agreeing
that “we shouldn’t keep on helping them forever.”

Canada/US relations and free trade 4

Canadians showed a marked preference in the 1985
poll for a relationship with the United States which was
neither too close nor too cool. Almost half thought the
ideal would be a relationship that was “businesslike but
neighborly,” and a marginally smaller number preferred
“strong allies and trade partners.” As in previous years a
majority believed Canada should be prepared to pursue its
own independent policies even if this involved some cost to
the relationship. The poll also confirmed a lingering con-
cern that Canadian governments have not, over the years,
been forceful enough in their dealings with the United
States (see Chart 2). Opinion was rather evenly divided
over whether a close relationship with the United States
increased or undermined Canada’s influence with other
countries.

Chart 2

Canadian Forcefulness Towards USA

1982 1984 1985

Percentages
Government does 58 53 55
not push enough
Government pushes 31 38 36
about right
Government pushes 9 9 8

too strongly

sed more effectively. But they drew the line at tying aid .

The 1985 poll talked respondents through an extensive
set of questions on the subject of a possible trade agree-
ment with the United States. The results suggest that the
population is far less distraught on the subject than the
media had suggested. In fact, Canadians seem to be largely
supportive of the project, at least in concept. Three-out-of-
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What Canadians care about »

five thought that a closer trade relationship with the United

States was economically important to Canada.

Opinion was fairly evenly divided on the urgency of
negotiating a trade agreement with the United States.
Three-out-of-four did think American protectionism posed
areal threat to Canadian industry and jobs, if Canada were
not accorded preferential treatment; but by a small major-
ity they thought Canada would receive such treatment.

Small majority

Whatever the urgency, howevér, fully 85 percent of
respondents thought that some type of more open trade
arrangement with the United States (“freer trade”) would
be a good idea. A rather smaller majority (52 percent)
thought that the elimination of all barriers to trade and the
free movement of goods and services across the border
(“free trade”) would be beneficial. One-third thought that
Canada would lose from such an arrangement, and 13
percent that Canada would neither benefit nor lose.

When asked how jobs would be affected by a more .

open trade arrangement, more respondents believed more
jobs would be created (35 percent) than believed jobs
would be lost (27 percent), while 37 percent thought there
would be the same number. Overall, therefore, 72 percent
were fairly relaxed about the impact a new trade agreement
might have on employment in Canada. (In a parody of the
poll’s findings, the Toronto Star, on November 11 drew the
conclusion that “two-out-of-three Canadians do not be-

lieve Prime Minister Brian Mulroney when he says |
trade with the United States will result in more jobs hej

It was recognized that some provinces would b
more than others, but 63 percent said they would contj
to support a trade arrangement even if other provi]
benefitted more than their own. Residents of Atlantic ]
ada, the Prairies, Ontario (outside Toronto) and Qug
tended to believe the country as a whole would be
more than lose from a trade arrangement, while resid;
of Toronto and British Columbia were much |
convinced.

In contrast to the widespread impression conveye
the media that most Canadians worry about the effects
atrade arrangement might have on Canada’s national id
tity and character, 60 percent of respondents said they
not believe the risks to political and economic indep
dence would be too great.

Twenty years ago John Holmes wrote that Canad
had no reason to be complacent about the state of pul
opinion on international questions. He decried the pub
shallow approach to the deeply-rooted problems of

.age, and he argued that a well-informed public was es
tial for a wise foreign policy.

From the evidence available today there would s
to be no question that the Canadian public is an inforn
public, with strong views — including divided views —
the most important issues confronting Canada.
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programs. The text is prepared by International Perspectives. 3 r

Bilateral Relations

USA

Lumber Exports

Canadian lumber exports to the US continued to be
threatened by proposed protectionist bills before the US
Congress (see “International Canada” for June and July
1985). International Trade Minister James Kelleher an-
nounced in early October that he had personally urged
Congressman Sam Gibbons — who had introduced legis-
lation which would provide for the imposition of stiff coun-
tervailing tariffs on Canadian lumber — to withdraw his bill
as a radical departure from existing Canada-US trade
relations. While Mr. Gibbons had called for Canada to
submit suggestions for possible amendment, Mr. Kelleher
responded that Canada did notregard the bill as capable of
amendment since it would “fundamentally alter” current
practice. The Minister's appeal for the bill's abandonment
followed a joint lobbying effort on the part of both the
federal government and the private sector to achieve Ca-
nadian exemption from any impending lumber restrictions
(The Citizen, October 2).

US ambassador to Canada, Thomas Niles, was crit-
icized in the Commons October 2 by Emie Epp (NDP,
Thunder Bay-Nipigon) and on October 7 by Dave Dingwall
(Lib., Cape Breton-East Richmond) for earlier having
made a suggestion that the Canadian lumber industry
exercise “voluntary restraint” in exports to the US prior to
the commencement of Canada-US trade talks. Ambas-
sador Niles had said that “enlightened self-interest” on the
part of the Canadian lumberindustry would dictate a volun-
tary slowing down of exports. Responding to the criticism,
External Affairs Minister Joe Clark stated that he had made
known to Ambassador Niles his disagreement with the
suggestion, adding that the government had embarked on
a lobbying effort directed toward not only the US Congress
but toward the US private sector which relied on Canadian
lumber imports (Globe and Mail, October 3).

While the US Senate finance committee called upon
US Trade Representative Clayton Yeutter in October for an
“early resolution” to the lumber trade issue with Canada,
no direct appeal was made to postpone the commence-
ment of enhanced trade talks prior to such a resolution. As
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well, a US official stated that, despite Congressional de; -
mands, the administration would not demand curbs o] -
lumber as a precondition for trade talks. However, shouidz
recent International Trade Commission review find unfai;
competition from Canadian lumber, “appropriate” actio,
would be taken (Globe and Mail, October 5, Montrea,
Gazette, October 8).

Speaking in the Commons October 8, Gerry Weiner
Parliamentary Secretary to the External Affairs Ministe:
outlined the government's “comprehensive and coord:;
nated” campaign to meet the threat of protectionist mez’
sures against Canadian lumber. While representation:
would continue to be made to both Congress and the,
administration, additional efforts would be made to “aler,
and mobilize” those US interests which would be adver;
sely affected by import restrictions. As well, contact hac,
been established with the US news media in order
present the “facts” of the case. Canada, he added, had na.
been approached to “negotiate a restraint arrangement,
and would not be prepared “to entertain the possibility.”

By late November, with US Trade Representativ
Clayton Yeutter calling for a speedy resolution of this majo,
bilateral trade irritant, and the US administration suggest;
ing more formal consultations on the issue, External Affair,
Minister Joe Clark remained firm in his contention th.
there existed “no linkage™ between the lumber dispute an(,
broader trade negotiations (Globe and Mail, Novembe,
26). Speaking in the Commons November 27, Internation?,
Trade Minister James Kelleher indicated that while the US,
was pressing for further talks, Canada had been assure(,
that any discussions would not be held as a “precondition;
and no time limit existed for their completion. The Ministe,
later told reporters that, in all likelihood, Canada woul;
agree to the renewed tatks, with Mr. Yeutter outlining the,
“scope” of US proposals (The Citizen, November 28).

CIA Experiments
Canada continued to support claims for compensg
tion of a group of Canadians who unknowingly underwer;
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: perimental psychiatric treatment at the Allan Memorial
titute in Montreal during the late 1950s and early 1960s

e “International Canada” for December 1983 and Janu-
1984). The so-called MK-ULTRA mind-altering experi-
nts, involving the administration of hallucinogens,
ychic driving and brainwashing, were secretly funded by
the US Central Intelligence Agency (CIA). The ongoing

" teqal wrangle over suitable compensation had stalled with

alJs offer of an out-of-court settlement of $20,000 for each
#tim. In a November 1 letter to NDP Leader Ed Broad-
ent, Extemal Affairs Minister Joe Clark stated that while
o facts of the case remained “unclear,” the government
buld exert to the fullest extent possible its influence to
sattle the matter to the satisfaction of the claimants. How-
eyer, following a review, the US Secretary of State Legal
adlvisor concluded that the US was not liable and that US
courts should decide the case. Meeting with Secretary of
Siate George Shultz, Mr. Clark emphasized that Canada
aftached the “highest priority” to an early resolution and
called for the US administration to ensure that the case was
endled “expeditiously.” As well, Canada had accepted a
5 offer to brief the Canadian Justice Department on the
*fcts” as seen by the US. In view of the advanced age of

- fhe victims, Mr. Clark said that an appeal to the Interna-
“fibnal Court at the Hague would be inappropriate, given the

dngthiness of Court proceedings. Canada, he added,
puld continue to press for “just compensation” (External
Affairs communiqué, November 1).
4 Despite such assurance, the US lawyer for the nine
Canadians, Joe Rauh, appealed directly to the Administra-
iye Office of the US Courts to seek an end to “inordinate
Elays” in the case. Mi. Rauh stated that the Canadian
gpvernment had “impeded” his efforts to achieve a resolu-
bn through “obvious blunders and ineffectual posturing”
{&lobe and Mail, November 20). Abandoning diplomatic
channels, Mr. Rauh had appealed to the Administrator “as
fie last and only means of obtaining rulings and preventing
major miscarriage of justice through deaths of plaintiffs
fore final judicial action.”

ORAD Renewal and SDI
{ With the renewal date for the North American Aero-
ace Defence (NORAD) agreement between Canada
d the US approaching, questions were raised that
ORAD might be used to draw Canada into an unwilling
flicipation in the US Strategic Defence Initiative (SDI).
hile the federal government had rejected any formal
volvement for Canada in SDI research, it had indicated
‘at the private sector would be permitted to do so (see
Nternational Canada” for August and September 1985).

Meetings were held in early October between US Secre-

ry of Defence Caspar Weinberger and Canadian De-
nce Minister Erik Nielsen, covering both the upcoming
¥e-year NORAD renewal and Canadian private sector
ntributions toward SDI research. Mr. Weinberger
§'essed that NORAD remained a “vital” agreement, from
hich stemmed “important bilateral relationships” (Globe
d Mail, October 11). However, opposition critics sug-
Sted that NORAD might develop into an integral part of
301, should the initiative ever reach the deployment stage.

~ ¥1®agreement no longer retains a clause (deletedin 1981)

Whereby Canadian participation in NORAD did not guaran-
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tee Canadian involvement in active strategic defence
against ballistic missiles.

Days later, reports emerged that NORAD officials
were in the process of developing plans in which Canada
would be linked directly to future space and ballistic missile
defences (including SDI). NORAD's proposed Strategic
Defence Architecture Plan 2000 (SDA 2000), while not
formally a part of SDI, would outline any integration of SDI
deployment with NORAD (The Citizen, October 17). The
plans were called “speculative” contingency planning.
While the second phase of SDA 2000 involving defence
against incoming missiles would require Canadian ap-
proval, NORAD remained firmly based on the concept of
North America as an integral unit. Thus any US deploy-
ment of SDI wouid almost certainly call for Canadian par-
ticipation if the fabric of NORAD were to be maintained.
Receiving a qualified Canadian “No” on SDI, the US was
seeking Canadian cooperation through NORAD on the
development and “integrated analogous planning” for
space defence (Globe and Mail, November 7).

Chemical Waste Dumps

Speaking in the Commons October 17, Environment
Minister Tom McMillan stated that US Environmental Pro-
tection Agency head Lee Thomas had tabled that day an
“extensive proposed action plan” covering “every facet” for
the cleanup of pollutants in the Niagara River stemming
from leakage in US chemical waste dumps. This included
the possibility of “extraction and elimination” as well as
containment. The Minister added that there were provi-
sions for enforcement, compliance, tightening the stan-
dards for toxics, and monitoring and surveillance. While
Canada remained committed to extraction and elimination
rather than containment, the government would pass “final
judgment” on the US proposal with “equal measures of
fairness and criticism.” Among the major points were:

— the extraction of chemicals from the ground
water and areas surrounding dump sites;

—the pre-treatment of toxic chemicals from indus-
tries surrounding the area;

— tighter restrictions on companies discharging
industrial waste into the Niagara River;

— bilateral research into the burning of toxic
wastes at dumps;

— joint monitoring of toxics in fish from the Great
Lakes;

— a review of storm water runoff problems from
waste sites; and

— an examination of the advisability of implement-
ing cleanup plans at other US sites (The Citizen,
October 17).

Responding to questions from Charles Caccia (Lib.,
Davenport), a former Environment Minister, on funding for
the cleanup proposals, Mr. McMillan stated that he and his
department would be reflecting on the issue “methodi-
cally,” and provided no details. Later speaking to reporters,
the Minister added that while the US had not provided
indications as to what monies would be allocated for the
plan, cost was of secondary importance provided the pro-
posals were satisfactory. He said that the US would be
announcing a decision on the final form of its cleanup
program following consultations with other governments

3
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for recommendations (Globe and Mail, October 22). The
Parliamentary Secretary to the Environment Minister, G.M.
Gurbin, stated in the Commons October 24 that in early
November the principal parties involved — the govern-
ments of Canada, the US, New York and Ontario — would
be meeting to develop the “working document” in order to
initiate changes deemed “appropriate.” An opportunity
would be provided to make the document as “complete
and precise” as was deemed necessary to meet bilateral
considerations. Mr. Gurbin further told the Commons on
November 4 that both nations agreed on the necessity for
the destruction of chemicals, chief among them dioxin.
The technological problems associated with such a mas-
sive cleanup would be examined by the US and Canada,
with costs estimated in the hundreds of millions of doliars.
Budgets and specific timetables would be developed in
future consultations, i.2 added.

Freer Trade
First Steps

With the government’s late September formal request
for a commencement on freer trade negotiations with the
US, the debate shifted from the abstract to the mechanics
of enhanced trade (see “Intenational Canada” for August
and September 1985). Several key points of contention
arose during this two-month period, particularly with re-
gard to the role of the provinces and the protection of
Canadian cultural industries (see below). However, US
Secretary of State George Shultz, conferring with External
Affairs Minister Joe Clark, stated that the US would be
prepared to commence formal talks on a new trade agree-
ment in early 1986. Consultations had already begun be-
tween the administration and both Congress and the
private sector in preparation. it was hoped, said Mr. Shultz,
that such preparatory consultations, required by US law,
might be completed by the end of 1985. While admitting
that talks would require “tough give-and-take,” the Secre-
tary of State added that the US saw an “open window” to a
new trade pact with Canada (The Citizen, October 29).
Despite Mr. Shultz's optimism, it became apparent that
actual negotiations would not commence untit later in 1986.
S Trade Representative Clayton Yeutter stated Novem-
ber 19 that in all likelihood the administration would ap-
proach Congress cautiously in order not to alienate further
an already hostile body. (Many protectionist measures had
been introduced in Congress during 1985, particularly with
regard to imports of Canadian lumber and steel.) Mr. Yeut-
ter stated that despite present trade irritants, it was hoped
that the talks might begin without “congressional restraints
on the negotiating process" (Globe and Mail, November
20). .

On November 8 the government appointed former
Deputy Finance Minister Simon Reisman as special trade
negotiator. While divesting himself of directorships in sev-
eral companies, Mr. Reisman retained, with the approval of
Prime Minister Brian Mulroney, his involvement with two

“companies which might be directly affected by the results
of freer trade negotiations. Mr. Reisman indicated that
should the preparatory work lead to formal negotiations, he
would consider severing his ties to the firms, Bombardier
Inc. and George Weston Ltd. As well, he would withdraw
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from freer trade discussions at board meetings of the two

companies (Globe and Mail, November 16, 19). However,

questions were raised in the Commons November 18 with !
regard to possible conflict of interest, with the Prime Minis- :

ter stating that Mr. Reisman had been retained on a “tem- :

porary, part-time basis” for the present. Complaints were |
also made by opposition critics over both an earlier pro- ©
posal from Mr. Reisman to negotiate exports of Canadian |

fresh water for a Canada-US freer trade agreement and a
suggestion that the Auto Pact was a protective measure no
longer necessary (The Citizen, November 20, 28). The
Prime Minister reassured the Commons that Mr. Reisman :
would act “appropriately” under any change in negotiating !
circumstances.

The Provinces
As preparations were made to launch the trade talks
the question of the role of the provinces in the proposed,

negotiations assumed greater importance. Donald Mac-¢

donald, head of the Macdonald commission into the econ-:
omy, stated in early October that agreement between the
federal and provincial governments was essential for a
comprehensive deal with the US. Mr. Macdonald added:
that the specifics of the Canadian bargaining position
would have to be settled prior to approaching the US.
Without provincial agreement, especially that of Ontario
the government would be unable to secure anything more
than a limited pact on particular industrial sectors (Globe
and Mail, October 1),

Prime Minister Brian Mulroney made it clear his inten-;
tion to have provmcual representatives present at any freer
trade talks in order to “make sure that their input and,
cooperation were there” (The Citizen, October 12). How-?;
ever, the Prime Minister did not indicate whether the:
provinces would be involved to the extent of having a velo:
over any decisions. As well, International Trade Minister;
James Kelleher indicated that a method would have to be.
worked out whereby the provinces would “turn over their.
negotiating mandate to the chief negotiator” (CBC Radit,
[External Affairs transcript], October 17). However, Mr. Kel;
leher told the Commons that the chief negotiator would ac!,
on behalf of the provinces “only with their consent,” ant,
there would be no suggestion of “coercion” in matters
under exclusive provincial jurisdiction.

External Affairs Minister Joe Clark reassured the.
Commons November 8 that the Canadian negotiating
team under Simon Reisman would “indeed reflect the.
interests of the Canadian community” because of the di,
rect consultations among the team, the provinces and the.
private sector. And following the First Ministers conferenct.
in Halifax later in November, the Prime Minister announcet.
that the provincial premiers would be partncnpatmg in the,
negotiation process. (The commumque released at the
conference used the term “full provincial partncupatlons
without defining limits.) While the strongest opposition f,
the talks had come from the Ontario government, Ontanc{
Premier David Peterson stated that agreement had bee;

reached on having the provinces “intimately involvedin thc§

policy formulation” (CBC Radio [External Affairs tran;

script], November 29). Mr. Peterson added that it was the,

First Ministers understanding that they would be speakint - %
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tyough the voice of Mr. Reisman. “He will get the instruc-
tidns from us,” he said. A ninety-day deadline was called
14 in which to develop common goals between the two
eels of government and to formulate a workable mecha-

" nsm to ensure provincial participation. As November

epded, itremained unclear as to whether the lone negotia-
3 Simon Reisman, would or would not receive hisinstruc-
iéns from the first ministers as equal partners in policy
dmulation (Globe and Mail, November 30).

Cijltural Industries

As the comprehensiveness of any future talks be-
ben Canada and the US became more apparent, the
ahsitive issue of whether to place Canada’s cultural in-
dustries on the negotiating table gained prominence both
inthe Commons and the media. While US ambassador
bmas Niles had called for a “dispassionate discussion”
of broadcasting, publishing, television and film, External
Aftairs Minister Joe Clark reiterated in the Commons Octo-
be 2 earlier comments made by the Prime Minister that
*Canada’s cultural identity and integrity were not negotia-
bld” (Globe and Mail, October 1). Although the Prime
ihister later told the Commons that he would defend the
integrity of Canada’s cultural institutions “at all times and in
alf circumstances,” mention was not made in correspon-
dehce with President Ronald Reagan of removing cultural
industries from the talks (Toronto Star, October 4). By
O¢tober 9 the External Affairs Minister indicated to the
gmmons that the government would continue to meet
th representatives of Canada’s cultural industries, to “en-
sufe precisely that Canadian interests are served in any
epotiations that occur.”

In a heated exchange in the Commons November 5,
the issue of protecting cultural industries, both the
Pime Minister and Mr. Clark repeated assurances that
dnada’s cultural “identity” was not at stake and would not
bq on the negotiating table. Asked whether “identity”
€ant “industry,” the Prime Minister responded that while
Canada’s “cultural dimension” was not threatened, “any
gdvernment initiative would be aimed at further strengthen-
ing [Canada’s] cultural position.” (Mention was made of
guring improved access to US markets for Canadian
cyltural products.) Mr. Clark later stated that the govern-
Nt intended to “maintain absolutely unhampered the
expreise of Canadian cultural sovereignty . . . .If Canada’s
inferests are not well served, then there will be no
alfangement.”

4 The External Affairs Minister, addressing the US For-
eign Policy Association in mid-November, stated that while

nada was willing to discuss cultural questions in trade

eatiations, the government would not accede to any

tasures which might weaken Canadian culture (Globe
and Mail, The Citizen, November 19). However, Mr. Clark,

2ving stated that Canada was prepared to discuss “what-
O Concerns” the US might have, added that “direct finan-
4! support” for the arts in Canada would not be included
n hg talks. Discussion should concentrate on broademng
A5tng “trade rules” to facilitate greater distribution of
nadian cultural products, the Minister said. .

Mt Clark met with representatives of the cultural in-
 O§stries in late November to ascertain their views on freer
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trade negotiations. Following the discussions, the Minister
stated that “misunderstandings had been cleared away
and concerns about the motives of the government had
been diminished” (Globe and Mail, November 27). While
the group had warned Mr. Clark of the dangers of bargain-
ing with Canadian culture, no assurances were made that
the cultural industries would be protected during the nego-
tiations. Mr. Clark stated that excluding specific sectors
from the talks would “unravel the process.” However, he
indicated that cultural representatives would remain a part
of the process, with the government prepared tc work in
unison with the cultural leaders.

Colombia

Disaster Relief

Following a devastating volcanic eruption in Colombia
in mid-November, the Canadian government announced
plans to contribute funds for disaster relief efforts. External
Relations Minister Monique Vézina, following con-
sultations with the Colombian government, international
relief organizations and the Canadian embassy in Bogota,
stated November 15 that Canada would provide a $60,000
grant to the UN Disaster Relief Coordinator’s Office, and a
contribution of $100,000 (in the form of goods and emer-
gency medical supplies) to health service operations. As
well, Canada responded to a Colombian request for seis-
mological and scientific equipment and support techni-
cians in order to monitor volcanic activity. When the full
extent of the devastation was known, the federal govern-
ment increased its contribution with an additional
$250,000 to be made through the Canadian International
Development Agency (CIDA). The funds were to be utilized
for the purchase of food, clothing and shelter, as well as for
rehabilitation projects (The Citizen, November 19, Cana-
dian UN delegation communiqué, November 20).

Guatemala

Election Observers

Aninvitation from the Guatemalan Foreign Ministry to
send an observer teamto the November 3 combined presi-
dential, congressional and municipal elections was ac-
ceptedby Canada. The Canadian team was led by Gordon
Fairweather, Chief Commissioner of the Canadian Human

_Rights Commission. Despite the “difficult” situation in

Guatemala, stated External Affairs Minister Joe Clark_ the
decision to send observers was consistent with Canada's
desire to support the Contadora peace initiative and any
steps, such as elections, which might contribute to “sta-
bility and representative government” in the region. The
Minister expressed his hope that the elections would lead
to a “genuine transition” to democratic government. The
Canadian observer teamhad been assured opportunity for
“full verification” of the electoral process in any location of
its choice. Mr. Clark stressed the need for the observers to
have full freedomto both determine and make known their
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indedepent judgments (External Affairs communiqué, Oc-
tober 30).

The observers released their report on November 14.
While a full count of ballots had not been made at the time
of the report’s release, the delegation stated that they had
observed the electoral process in various parts of
Guatemala. Despite the fact that the final outcome had not
been revealed, the Canadian team expressed no doubts
as to the “fairness and openness of the actual process.”
They also felt that preparations for the vote had been
“efficient” and “well understood” by Guatemalans. The
Guatemalan Supreme Election Tribunal received the dele-
gation’s praise for the “trust and confidence” it had inspired
in both voters and political parties. While the proportion of
women voters was severely limited (primarily because of
high illiteracy and “cultural tradition™), the team concluded
that the elections had offered Guatemalans a “fair, honest
and open opportunity to express their political preference”
(External Affairs communiqué, November 14).

Unofficially, the delegation leader, Mr. Fairweather,
had earlier expressed doubts as to the wisdom of sending
delegation teams (G/obe and Mail, November 5). Mr. Fair-
weather decried the “voyeurism” of election observers and
spoke of the unfavorable context within which the
Guatemalan elections were held. He questioned the likeli-
hood of the results having reflected the true popular will, or
even whether the elections had offered voters a “realistic
choice.” Principal among the problems had been transpor-
tation difficulties, the high illiteracy and cultural traditions
which had made it difficult for a major portion of
Guatemalans (primarily native Indians) to “express their
wishes” with regard to the future of the country. Mr. Fair-
weather also questioned whether the candidates had “rep-
resented the aspirations™ of the indigenous peoples.

Mexico

Reconstruction Assistance
While Canada had contributed emergency relief funds
_immediately following news of the September 19 earth-
quake in Mexico, External Relations Minister Monique
Vézina announced further federal plans to contribute to-
ward stated Mexican priorities of long-term reconstruction.
Speaking in the Commons November 7, the Minister
stated that, acting in close cooperation with the Mexican
government, Canada had sent a planning mission to Mex-
icoin order to assess requirements. The Canadian delega-
tion, having met with Mexican officials and NGO represen-
tatives, and having consulted with other donor countries,
multilateral institutions and private interests, focused on
the areas of education, housing and health. Nearly four
million dollars in additional assistance was to be allocated
from the budget of the Canadian International Develop-
ment Agency (CIDA). Ms. Vézina added that the funds
were to be divided among projects for urban low-cost hous-
ing reconstruction, arural health and pure water projectina
severely stricken area, a smaller allocation for the Cana-
dianembassy's own projects program, and another portion
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for the rebuilding and equipping of the National College fo:
Technical and Professional Training.

South Africa

e

Apartheid
With regard to the possible imposition of full Canadian’
sanctions against South Africa, External Affairs Ministe;
Joe Clark told the Commons October 1 that Canada would:
continue to measure the degree to which South Africz’
moved to dismantle the racist policy of apartheid (se¢'
“International Canada” for August and September 1985
The Minister praised efforts by the Canadian private sectu
(acknowledging recent moves by the South African busk
ness community as well) in seeking ways to bring Canadas
“repugnance and revulsion” to bear upon the South African
regime. Interviewed October 13, Mr. Clark stated that Can
ada would pursue “steady progress” at the mid-October
Commonwealth conference held in Nassau. However, he
added that “pressure” could most effectively be maintaines;
through the willing participation of all Commonwealth
members in any joint action. (Great Britain, as in fac:
proved the case, had been regarded by many advocateso|;
stronger action as the major stumbling block to unity.) ii:
remained the Canadian position that the “threat” of sancti
ons was of more use than the “fact” of sanctions (CBC
Radio [External Affairs transcript], October 13).
Commonwealth Secretary General Shridath Rampha';
urged tougher economic sanctions in order to “compel’
South Africa to end apartheid and was joined in his call by
Commonwealth labor leaders (The Citizen, October 15,
16). However, despite much behind-the-scenes activity by
several Commonwealth leaders, including Canadian
Prime Minister Brian Mulroney, Britain’s intransigence
forced the acceptance of a “compromise™ measure. Meet-
ing with unanimity, the final product included the establish-
ment of a joint committee to review the situation in six
months time, a ban on government-to-government loans,
the discontinuance of government financing of trade mis-
sions, curbs on the importation of krugerrands, a call for}
South Africa to renounce apartheid and release its political
prisoners, and a demand for the lifting of both the state of
emergency and the ban on the outlawed African National
Congress. While many of the measures were similar to
those already instituted by several Commonwealth nations
(such as Canada), the “compromise” agreement did avert
a possible split between conservatives and those advocal-
ing more extreme measures. As well, it was announced
that the Commonwealth would establish a group of “emi
nent persons” to encourage the evolution of a “process of
dialogue across color lines” (The Citizen, October 21,
Globe and Mail, October 22). .
Speaking in the Commons October 25, External Af
fairs Minister Joe Clark stated that Canada had played a
“pivotal” role in securing unanimity on the Commonwealth
communiqué. He added that the “consensus achieved’
was “remarkable” given the division of opinion among
members prior to the conference. Making a statement tof




ege fo, Commons October 28, the Prime Minister charac-
ized the Commonwealth Accord as the articulation of a
udanimous Commonwealth will to see apartheid dis-
ntled — coupled with a collective demand for “specific
d meaningful action” on the part of South Africa. Having
hieved the objective of an “organi;ed common action” in
agreement, Canada would agwaut South Africa’s reac-
: idn and, should this prove negative, would be prepared to
{ ugurate “increasing sanctions” either within or without
) Commonwealth.
nadian, " This same warning was repeated before the UN by
Ainister, nadian ambassador Stephen Lewis October 31, when
A "A"f’%"dz stated that opponents of apartheid were in a “race with
) Africa.
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\adian 4 Canada issued a statement of support for the Con-
igence: dora peace initiative in Central America before the UN
. Meet- eneral Assembly in late November. The statement, deliv-
ablish- gred by Shirley Martin (PC, Lincoln), called for continued
in six ternational efforts to secure the “development, accep-
loans] Ienceandimplementation of aworkable, durable andcom-
le mis- rehensive peace agreement” for the region (see “Interna-
callfory  Yonal Canada” for June and July 1985). Rejecting a
olitical ~xosmetic solution” as “counterproductive and potentially
tateof; - 4angerous,” Canada expressed its belief that only by ad-
ational; .§ressingthe underlying problems of social and economic
ilar o} - Fpiustice might a long-term solution be found. However, it
\ations -¥as acknowledged that “extemal interference” and the
i avert ndency to view the situation in an East-West context had
vocat: xacerbated and aggravated” the problem of finding such
unced solution. Canada, placing great emphasis on respect for
L “emi- human dignity and basic human rights,” called for in-
ess of reased dialogue, both among parties to the regional con-
er 21,1 ¥ and between Central America and the United States.
Swell, Canada “deplored” recent increases in the level of
al A} 1 llitarization. From the Canadian humanitarian perspec-
wyedaj ¥V Contadora offered the only framework for a workable
vealth] = -peaceagreement, but beyond support for Contadora, Can-
eved’} §92would continue to focus its efforts on bilateral develop-
mong} ~J"ent assistance (UN Canadian delegation communiqué,

International Canada, October and November 1985

time,” if violent conflict was to be averted in South Africa.
The “immorality” of South African racism invited the “op-
probrium” of all nations, and Canada would move toward
total sanctions and the severance of diplomatic relations
should South Africa fail to initiate concrete measures to-
ward the dismantling of apartheid. Within a six-month time
frame, Canada endorsed the use of “every initiative, every
opportunity, every diplomatic skill, every debate, every
forum, within the United Nations, beyond the United Na-
tions, individually and collectively to persuade South Africa
that peaceful change alone makes sense” (UN Canadian
delegation communiqué, October 31).

: Multilateral Relations

The Commonwealth

Nassau Conference

Upon his return from the Commonwealth Conference,
held in Nassau October 16-22, Prime Minister Brian
Mulroney made a statement to the Commons October 28
outlining Canadian involvement. Of prime importance for
the Commonwealth nations was the problem of South
Africa and apartheid, and Mr. Mulroney spoke of the com-
promise measure, the Commonwealth Accord, which met
with unanimous endorsement (see this issue — South
Africa). While the focus was on those joint economic sanc-
tions designed to place increased pressure on South Africa
to dismantle the racist policy of apartheid, attention was
also given to other considerations of multilateral interest.
The international economic situation, as it affected the
Commonwealth, was discussed, with Canada offering a
contribution to the Commonwealth fund for technical coop-
eration of $50 million over three years. Mention was also
made of Canada’s recent efforts to secure “preferential
lending conditions” for the smaller Commonwealth Carib-
bean countries from the World Bank/International Mone-
tary Fund.

The Prime Minister held meetings with Caribbean
leaders, and announced that Canada would be responding
to requests for a “special degree of understanding” on
trade matters in the hemisphere with “practical and con-
crete measures.” Among these were a one-way duty-free
trade arrangement (accounting for 99 percent of Carib-
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bean exports), the development of a sourcing directory of
export and manufacturing capacity in order to assist re-
gional exports to Canada, the establishment of new schol-
arships for Caribbean students, and the signing of new air
agreements with several Caribbean nations.

GATT

New MTN Round

International Trade Minister James Kelleher wel-
comed the announcement of preparations for a new round
of Multilateral Trade Negotiations (MTN) by GATT as a
“timely development in [Canada’s] efforts to fight back
protectionist pressu. s threatening Canadian exports.”
The GATT decision to commence official preparations fol-
lowed the Special Session held in Geneva in early October,
where GATT members agreed to the establishment of a
group of senior officials to report later in the year The
group, in its examination of the “subject matter and
modalities” of the proposed negotiations, would concen-
trate on continued GATT responsiveness to the changing
trade environment. Canada had announced its “full en-
gagement” in promoting and preparing a new MTN round,
and in its statement to the session had emphasized the
importance of a “liberal trading system, based on agreed
and transparent rules” for world economic growth. Canada
called for timeliness and credibility in any new round,
adding that only a broadly-based agenda could “reflect the
legitimate interests of all countries.” Rather than relying on
a “static, narrow and legalistic” view of the GATT trading
framework, the contracting parties should direct their at-
tention to the reforming and updating of existing rules to
take into account the changed trade patterns of the 1980s
(External Affairs communiqué, October 4).

UN

—_—

Fortieth Anniversary

Marking the occasion of the United Nation’s fortieth
anniversary in October, External Affairs Minister Joe Clark
issued a message of congratulation to UN Secretary Gen-
eral Pérez de Cuéllar. The Minister reiterated previouscalls
made by Canada for a strengthening of the UN and its
agencies. Citing the Secretary General's own initiative as
an effective effort towards this end, Mr. Clark emphasized
the importance of a recommitment to the principles of the
UN Charter by all member nations. Successful revitaliza-
tion, however, required “sustained recognition” of the UN'’s
significance in light of “continuing challenges” to the inter-
national community. Canada maintained that only united

L]
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effort would strengthen the UN, through a “refocusing” of
the UN's political mandate in its political organs,” improve-
ments in management, and a “rationalizing” of both the
Security Council and the General Assembly. Mr. Clark
added that the ariniversary was a particularly opportune
time to familiarize the public with the UN and its operations
(External Affairs communiqué, October 24).

The Canadian pledge of loyalty and support for the UN
was renewed by Prime Minister Brian Mulroney October 23
in his address to the General Assembly during its com-
memorative session. In his statement, Mr. Mulroney spoke
of those issues of vital concern to member governments —
the elimination of apartheid in South Africa, the urgency of

achieving a measure of progress in superpower arms con- |

trol reductions, the necessity for moving toward a new MTN
round, and the problem of developing an effective re-
sponse tointernational terrorism. While acknowledging the
UN'’s imperfections, the Prime Minister stated the present
cycle of “force and fear, of injustice and violence” was
caused rather by “self-centered nationalism” and the
failures of member states. The existence of the UN, he
added, since it was “threatened every day,” should be both
celebrated and “protected” every day (UN Canadian dele-
gation, October 23, Globe and Mail, October 24).

UNESCO Participation

Further calls for the reform of UNESCO were madeby |-

Canada during this two-month period. (Two member na-
tions had already decided against further participation —
the US and Great Britain.) External Relations Minister
Monique Vézina, in a speech delivered to the UNESCO
General Conference October 21, outlined Canadian con-
cerns over the continuation of the reform movement within
the organization to improve both operations and programs
— reform which could prove essential for the very exis-
tence of the UN itself as a viable international forum. While
Canada remained committed to the ideals and mandate of
UNESCO, further efforts on the organization’s part were
required to improve public perception. With this objective,
UNESCO should “eschew sterile ideological controversy,”

exercise financial discipline and restraint, reduce the bu- |

reaucracy, increase its concentration on the “core areas’ of
UNESCO'’s competence, and compress its programs to
match its reduced financial circumstances (following the
withdrawal of member states) (External Relations state-
ment, October 21).

On November 18, the Minister reassured the Com-
mons that Canada would not “abandon” UNESCO, but
would continue to work for reform from “within.” Ms. Vézina
pointed to the progress already made by UNESCO to
“compress’ its programs. Canada supported further efforts
to “rigorously define its objectives and priorities,” reduce
“political rhetoric,” and “weed out less crucial programs’
(External Relations statement, November 18, Globe and
Mail, November 19). Canada remained confident, added
the Minister, that UNESCO would proceed with the reforms
already initiated.
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isarmament

‘World Disarmament Campaign
-4 On October 31, External Affairs Minister Joe Clark
announced a Canadian contribution of $100,000 to the
orld Disarmament Campaign. The contribution was in
“stipport of the objectives of the campaign, namely “to
- ifform, to educate and to generate public understanding
and support” in the fields of arms limitation and disarma-
ent. The major portion of the funds were directed toward
e UN Disarmament Yearbook as a vehicle for information
dissemination. A smaller portion was allotted to the Ge-
eva-based United Nations Institute for Disarmament Re-
search for research into verification. This was in
fyrtherance of the Canadian emphasis on the role of ver-
Ication in current arms control and disarmament negotia-
Ibns (External Affairs communiqué, October 31).
Canada co-sponsored a draft resolution on verifica-
bninthe UN on November 12. Disarmament Ambassador
Uouglas Roche introduced the resolution, stressing the
-Bhportance which Canada attached to the verification is-
§'e. Work must proceed on both the principles and the
yocedures and techniques in the formulation of verifica-
4PN provisions. Mr. Roche stated that efforts should con-
Gntrate on several key principles: measures must prove
Sptisfactory to all contracting parties; methods must be
n-discriminatory, and neither interfere “unduly” with in-
wrnal affairs nor “jeopardize” economic and social devel-
dbment; and contracting parties should participate in the
prification process either directly or through the UN sys-
I™. As well, work had already commenced on several
. Hases in the development of procedures and techniques
; Canadian delegation communiqués, November 12,
-On November 22, the resolution was passed by con-
PNSUs by the UN General Assembly Arms Control Com-
tee, receiving the support of both the US and the USSR.

Policy

Immigration

Future Levels

Minister of State for Immigration Walter McLean ta-
bled in the Commons October 31 the annual report on
future levels of immigration. The Minister announced an
overall increase to 105,000-115,000in 1986 and to 115,000
to 125,000 in 1987 from the 1985 level of 85,000-90,000,
indicating a rebuilding of immigration levels in a “moderate,
controlled manner.” Canada would continue to support the
reunification of families, the admission of humanitarian
immigrants and a selection of “economic” immigrants
(business and independent). As well, the government had
determined through comprehensive consuitations that
“contrary to myths, immigrants do not take jobs away from
Canadians but instead contribute positively to our eco-
nomic and social development.” Mr. McLean noted that
Canada was increasing its level for government-assisted
refugees when many receiving nations were becoming
more restrictive. Canada was engaged, added the Minister,
in the development of a long-term role for immigration in
order to sustain both population growth and economic
development. The increases would be monitored by the*
Immigration Department to ensure that Canada'’s “tradition
of social justice” was maintained while “fostering a multi-
cultural society” (Employment and Immigration statement,
October 31, Globe and Mail, November 1, Le Devoir,
November 2). Responding to questioning in the Commons
November 1, the Minister stated that Canada would main-
tain its “tradition of responsiveness” in immigration and
refugee policy. The higher levels answered the need to

" have mechanisms in place with which to respond to altered

conditions and special circumstances.

Sikh Immigrants

Following confirmation of “changed circumstances” in
India's Punjab region, the federal government lifted a mor-
atorium (brought into effect in mid-1984) on the expulsion
of indian nationals in contravention of Canadian immigra-
tion law. The November 27 rescission of the ban was in
response to severalimprovements in relations between the
indian and Sikh communities of India. These included the

9




International Canada, October and November 1985

recent democratic election of a “moderate faction” in the
Punjab (ending direct rule from New Delhi), the signing of
an agreement between the Indian government and the
Punjab redressing “perceived wrongdoings” during the
1984 riots, the lifting of a ban on the All India Sikh Students
Federation, and the relaxation of restrictions on foreigners
entering the Punjab. Minister of State for Immigration Wal-
ter McLean did not envisage a large expulsion of Indian
nationals seeking refugee status, since such claims were
in the process of evaluation (Employment and Immigration
communiqué, November 27).

The lifting of the ban affected almost 2,800 Sikhs in
contravention of Canada'’s Immigration Act (2,000 of whom
had been issued deportation orders). Reacting to the re-
scission, a spokesman for the Federation of Sikh Societies
of Canada stated thit the situation in Indiaremained unsta-
ble, citing the recent attempted assassination of the high
priest of the Golden “emple in the Punjab (Globe and Mail,
The Citizen, November 28). Expressing the “shock” of the
Canadian Sikh community, the Federation called for a
“reconsideration” of the lifting of the moratorium by Immi-
gration Minister Flora MacDonald. However, the depart-
ment indicated its intention to monitor the situation in the
Punjab, with Mr. McLean stating that there was no fore-
seeable possibility of a “massive evacuation.” Sikh demon-
stators marched in Ottawa December 1 to protest the
decision, indicating the possibility that Sikhs forcibly re-
tumed to India would be facing “jail, interrogation, torture
and even death” (The Citizen, December 2). Appealing to
the government on “humanitarian grounds,” the group
called for a parliamentary committee to visit the Punjab to
evaluate the situation before reversing the suspension.

Trade

Shoe Quotas
Making a statement to the Commons November 20,
International Trade Minister James Kelleher announced

10 Supplement to Intemational Perspectives

the government’s decision to remove quotas on imported
footwear. Considering the effects of eight years of quotas,
the government had determined that such quotas had
“driven prices up” (to an estimated sum of one-half billion
dollars), impacting primarily on lower-income Canadians,
and had accorded “minimal” benefits to the industry. A
comprehensive review had indicated that the Canadian
footwear industry had “matched, and at times out-per-
formed, the economy as a whole.” Pressures of the mar
ketplace had strengthened competitiveness, added the

Minister, with the “temporary and limited exception” of

women's and girls' shoes. For this limited sector, import
controls would be maintained in order to prevent possible
material injury. However, even here, the government inten-
ded to phase out quotas over a three-year term. (Mr. Kel:
leher noted that Canadian manufacturers were still
protected by a 23 percent tariff on imported footwear.) As
well, the government would provide assistance to those
communities, companies and individuals affected by the
measures (through industrial adjustment, relocating and
retraining programs). In all likelihood, the Minister said,
continued quotas could jeopardize Canadian jobs — jobs
often unrelated to the footwear industry but vulnerable
because of foreign retaliatory measures. While anticipating
a “short-lived” surge in imports, the govemment believed
that conditions would stabilize within a twelve-month
period (External Affairs communiqué, International Trade
statement, November 20). Responding to questioning in
the Commons November 21 on the removal and phase-out
of footwear quotas, Mr. Kelleher stated that the inquiry into

relative costs and benefits had been extremely}

comprehensive, drawing “rational and fair” conclusions.
While consumers would benefit significantly, he added, the
government had developed its broad range of dislocation
remedies in order to protect workers “in the event that there
was any diminution of the work force.” When asked in a
scrum that same day whether the removal of quotas had
been made as a “signal” to the US, the Minister stated that
the decision had been based solely on the criteria of wha
was best “for the consumers and workers of this country

.. .not the United States” (External Affairs transcript, |

November 21).
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‘David McKie

Canadians do not usually get excited about interna-
onal issues. But when sufficiently challenged by interna-
jonal developments and government leadership, they have
hown genuine concern, for example, in aiding the starving
1. Ethiopia. In the late seventies and early eighties ad-
ocacy groups were able to drum up support for a Nestlé
ycott when the marketing of infant food formulaled to a
cline in breast-feeding among women in the Third
rld. Now Canadian advocacy groups are itching to con-
ice Canadian policy makers, and the public, that some-
g has to be done about an activity international health
ists have called the “corporate crime of the century.”
y say the pharmaceutical manufacturing industry is
nilty of unscrupulously marketing pharmaceutical prod-
iets in Third World countries. It is a complex issue that
bears some resemblance to the infant food formula contro-
Tsy because it, too, is having a devastating effect on
men and children in developing countries.

Al Canada formed
Some concerned Canadian groups have got together
orm a Canadian branch of Health International (HAI),
worldwide coalition of about fifty consumer, develop-
:nt action and other public interest groups. HAT’s litera-
t%ﬂ defines its object as: “. . . to further the safe, rational
nd economic use of pharmaceuticals worldwide; to pro-
mote the full implementation of the World Health Organi-
‘ation’s Actioni Program on Essential Drugs and to look for
i non-drug solutions to the problems created by impure
tjigter and poor sanitation and nutrition.”
Groups now in HAI Canada were members of a loose,
inamed and unassuming coalition concerned with the
wdy pharmaceutical products were being marketed in the
hird World. In October 1985 they formed a Canadian
ranch of HAI in order to gain more influence with Cana-
ﬂlan policymakers. As HAI members it would be easier to
“ézoby on behalf of concerned health activist groups from
found the globe.
| The marketing of pharmaceutical products is an old
ssue. And while health activists claim the situation is get-

is:;% g worse, industry representatives serenely claim that the”
1]

ituation is improving. Nevertheless, activists have been
ﬁlentless in chronicling instances in which pharmaceutical
éﬁ;ax.lufacturers have recklessly and irresponsibly dumped
eir products in developing countries. Dumping normally
fers to occasions when companies sell their productsin a
eign market for less than the price at home. But heaith
Ctivists have their own definition; they use the term to
cscribe a host of misdemeanors which include marketing
drugs that many people in the Third World do not need;

From Nestlé to Depo-Provera
HAI Canada emerges

misleading Third World consumers by providing insuffi-
cient information on marketed drugs; marketing drugs that
have been banned in developed countries; and marketing
drugs for purposes they were originally unintended.

Take Cibaglin for example. In the early eighties it was
withdrawn from the world market by its manufacturer,
Ciba-Geigy (the company has a Montreal subsidiary), be-
cause it caused agranulcytosis, a disease which causes a
sharp drop in the production of bacteria-fighting white
blood cells. Studies indicated that 1 in 100 patients treated
with products similar to Cibaglin was afflicted with the
disease, and the mortality rate was about 1 in 200. Nev-
ertheless, this drug was continually marketed in Third
World countries.

Enter Depo-Provera

The latest controversy centers around the drug Depo-
Provera (Medroxyprogesterone acetate), a hormonal con-
traceptive produced by the Upjohn Corporation. In Can-
ada women’s groups are worried about the drug’s possible
short-term side-effects: heavy bleeding, weight-gain, ner-
vousness, depression and decreased libido. They also ex-
press concern over possible long-term side-effects: diabe-
tes, breast, cervical and endometrial cancer. It is also
believed the drug may increase the chances of birth defects
and interfere with immunoglobins in breast milk.

The industry here wants the federal government to
legalize Depo-Provera. Women’s groups say that would put
too many women and children in danger, and “until studies.
can more adequately assess its dangers and benefits, gov-
ernment approval of Depo-Provera for contraceptive pur-
poses is premature and misguided.” But the drug’s use in
Third World countries has also caused concern. An article
in the international publication, Multinational Monitor,
discusses the problem: “The Depo-Proveraissue presents a
set of trade-offs to many Third World women, who face the
cruel choice between the hazards of birth control and un-
wanted children in families already at the margins of exis-
tence. Most supporters of Depo-Provera recognize that
such trade-offs exist, but at the same time they tend to
discount the long-term and severe risks that Depo-Provera
may carry.”

Internationally, health activists have taken direct aim
at pharmaceutical manufactur to their discredit,
have never taken the criticism very seriously. But soon they
may have to, because the rational use of drugs in develop-

David McKie is a freelance writer in Ottawa with a special
interest in health problems in the Third World.




From Nestlé to Depo-Provera

ing couhtries is to be a topic which delegates at-the World
Health Assembly will discuss in May. :

: Third World almost defenceless

This issue is important because it represents a more

serious Third World reality. For example, most developing
countries, with the exception- of a few nations such as
‘Pakistan and Mexico, are incapable of establishing market-
ing codes which could effectively monitor the pharmaceuti-
cal products crossing their borders. Even with such codes
few Third World countries have the trained medical per
_ sonnel to administer the distribution of pharmaceutical
products efficiently and safely.

The World Health Orgamzatlon (WHO) has at-
tempted to remedy the problem by publishing a list of some
250 essential drugs. The list is used by developing countries
when judging imported medication. However this has only

been a partial solution. The key is money. Without it, poor -

Third World governments are unable to provide adequate
training for their health officials, and they are incapable of
buying and distributing drugs to the women and childrenin
deprived rural areas — the people who most need the
medical attention. One health official with the Canadian
International Development Agency estimates that 80 per-
-cent of people in developing countries do not receive the
medication they need.

HAI Canada wants to make sure that our delegates at
the next World Health Assembly support initiatives de-
signed to help Third World governments to, among other
things: formulate national drug policies; promote essential
drug programs; establish or strengthen national drug reg-
ulatory authorities; improve the training of health workers;
and ensure the availability of good quality drugs. HAI
Canada claims that the best way of accomplishing this is by

lobbying officials in the Department of Health and Wel-
fare, many of whom are unaware of the problems.

But before HAI Canada can make any significant
moves, it must decide on a strategy. Qne course would be to
use the techniques so successfully developed in exposing
the dangers of Nestlé infant food formula. That would
mean focusing on one product, lobbying for its banning

and organizing boycotts to that end. The best candidate

appears to be Depo-Provera, the drug mentioned earlier as
a problem in the First World, as well as the Third. It should
be possible, using the technique developed in the Nestlé
campaign, to make real progress. The baby formula was
detrimental to the health of mothers and children in the
Third World. Depo-Provera is banned in Canada and the
US, but is still being used in many developing countries.

Infant food formula case

The earlier campaign had an instructive history and
consequence. Concern over the marketing of infant food
formula had been growing since the fifties when firms
began their aggressive promotion campaigns. This anxiety
reached peak levels in the early eighties when WHO and
UNICEF, prompted by lobbying from health activists,
adopted strict marketing guidelines. In 1984 similar pres-
sure led WHO to call aspecial conference of experts on the
rational use of drugs to discuss ways of making sure de-
veloping countries were only buying the drugs they needed.
That conference took place last November with participa-
tion by experts from the health care field, the pharmaceuti-
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cal industry and social development agencies. Most o
part1c1pants agreed that WHO should take more of a
in providing developing countries with concrete adVlCec
how to regulate the marketing of pharmaceutical produg
within their borders. Such measures would go beyox
WHO’s shortlist of essential drugs which some countm
now use as a guide.

When WHO and UNICEF adopted the marketm
code for the promotion of infant food formula the Unit
States was the only country to vote against the resolut
because it is home to a number of infant food formy
manufacturers. The same thing happened at_the 19
‘World Health Assembly when delegates voted 100 to 1
favor of a “Rational Use of Drugs” resolution which ga
WHO the authority to convene a meeting on drug marke
ing. Once again the United States was the lone, but ng
ertheless powerful, dissenting voice. (It should be noty
that Japan and West Germany abstained from voting |

. convene such a meeting.)

infant food formula, activist groups were able to bring th
issue to the attention of people around the world. In Ca
ada church, women’s and a host of other advocacy group
united under the banner of social justice. It did not matt
that Canada was not a major marketer of infant foo
formula. These groups had great success in convinci
Canadians that the aggressive marketing practices we
hazardous to mothers and babies in developing countrie
because they encouraged indiscriminate use. The reason
were simple enough: you have to mix infant formula wit
water; but since many developing countries suffer chron
shortages of clean water, mixing becomes an easy way
spread germs which reside in dirty water.

Manufacturers were painted as the culprits. Mother:
who did not know any better, were said to have be
manipulated by persuasive marketing techniques. The vic
tims were seen as even more helpless because they had littl:
discretionary power: they could not weigh the advantags’
of breast-feeding. In a sense the children’s fates lay not
the hands of their mothers, or even local health officials,
but in the greedy, sweaty palms of multinationals. Advo

.cates were able to use these powerful images to paint

simple picture. The public rallied behind them. And Can
dian officials were forced to heed, no matter what the
Americans said.

Canadian opportunity

The dumping, or the marketing of pharmaceutica
products in developing countries, has not enjoyed the sa
sensational reputation, despite the fact that it has be
described as the corporate crime of the century. But health
activists are making the same kinds of demands. And HAI
Canada will want more done. One suggestion from Hea!
and Welfare Canada is that we should be giving mo
money to countries that lack the funds to buy the drugs th
need. “This issue has been one of the festering sores in the.
health field . . . .They have to spend so much money oo
drugs, many times because they cannot get together a5
countries and buy drugs as a region for the cheapest price.”|

That comment is aimed at the problem itself. It also
points to genuine Canadian action — just the sort of pro-
gram that the concerned groups in HAI Canada are seek-

0




anada and Latin
merica

David Kilgour

of Parliament for Edmonton-Strathcona and Parlia-
| mentary Secretary to the Minister of Indian Affairs and
| Northern Development is based on a talk given by him
1 — then Parliamentary Secretary to the Minister of Ex-
{ ternal Relations — in Rochester, New York, in October
| 1985. Since then Mr. Kilgour’s continuing study of
| Central America has “significantly altered” his view of

theregime in Nicaragua, which he now finds much less

acceptable.

Canada’s relations with Latin America have never
een a central feature of our foreign policy; geographic and
cultural ties were to Europe, economic links were prin-
pally with the United States, and political heritage lay in
ritain, La Francophonie and the Commonwealth. Later,
hen we launched our active interests in the Third World,
evelopment assistance programs were concentrated in the
eveloping Commonwealth countries. In short, Latin
merica was judged to be peripheral to our basic national
terests, and was even regarded as a potential trouble spot
here our policies might conflict with important US na-
onal interests.

Fortunately, technology has reduced distance. Our
elations with the region are now multifaceted, important
nd more high profile. Private Canadian interests, both
ommercial and those of non-governmental humanitarian
nd religious organizations, and government initiatives
ave greatly expanded in the last two decades. Successive
overnments, in evaluating their policies towards South
nd Central America, have identified the growing impor-
ance of the region to Canada. The 1970 general review of
oreign policy, for example, recommended the develop-

entof “a coherent and distinctively Canadian position on’

emispheric affairs in line with Canadian national
nterests.”

etting closer slowly
Subsequently, in 1972, Canada took Permanent Ob-
erver Status in the Organization of American States
OAS) in Washington and joined several other institutions
f the Inter-American system including the Inter Amer-
an Development Bank and the Caribbean Development

A developing interest
But still shy

Bank. Bilateral trade and aid arrangements have prolifer
ated and numerous high-level joint ministerial meetings
have taken place. Following a recommendation from the
1982 House of Commons sub-committee investigating rela-
tions with the region, Canadian-Latin American relations
have been given a progressively higher priority on our
foreign policy agenda. It must be noted, however, that our
policy interests in the region have not altered dramatically,
nor has our conception of our influence been unduly in-
flated. Changes are significant but they have been modest
and adaptive. Furthermore, while Canada takes an interest
in the region as a whole, our relations with individual
countries are not uniformly close. We have tended to de-
velop closer bilateral tries with some countries (Brazil,
Mexico, Venezuela) and have focused on certain issues of
the region. Several important aspects of our comparatively
recent southward reorientation are worth highlighting: on
the economic side — trade, the debt issue, and develop-
ment assistance; on the political side — concerns about
democratic practices, human rights and security in Central
America.

It might be asked what prompted our increasing inter-
estin Latin America. There are a number of reasons. Latin
America has a new international status in terms of global
security and the world economy. In particular, the roles of
the larger, middle income countries such as Brazil, Mexico,
Argentina and Venezuela in the world economy, and as
spokesmen for Third World countries, have important im-
plications for Canada. Canada also shares many common
political and economic problems and viewpoints with these
new developing middle powers. Although certainly
wealthier, Canada too has a developing economy based on
resource extraction, exports and investment. Canada also
faces similar transportation and communications prob-
lems. Canada has become more sensitive to the develop-
ment needs of this area of the Third World, based on
considerations of a humanitarian nature as well as on the
increasing importance of the North/South issue in world
politics. Interests concerned with Latin Ameria have cer
tainly contributed to this heightened sensitivity. Churches,
human rights and aid organizations provide much vital and
welcome input to the formation of foreign policy. Finally,
there has emerged in Canada a confidence that we can have
a foreign policy on Latin America distinct from that of the
United States, based on our own national interests, values
and aspirations.
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A developing interest

Let there be trade T

Commercial relations between Canada and Latin
America are longstanding. The Latin American and the
Caribbean region is the most important Third World trade
link for Canadian goods. The bulk of this trade is concen-
trated in Brazil, Mexico and Venezuela. While a small
proportion of our total trade (5 percent) compared to our
major partners (US, West Europe and Japan), these ex-
ports totalled almost $36 million in 1983. Importantly, a
large percentage of these exports are manufactured and
high technology goods, largely transportation, commu-
nication, agricultural and energy extraction equipment.

Some of this increase is due to the economic growth of
Latin America’s middle income countries, demonstrating
Canada’s perspective that trade is a mutually beneficial
arrangement. The relationship creates a potentially impor-
tant export market for Canada and acts as a stimulus for
Latin American development by transferring technologies
critical to their economies. Successive Canadian govern-
ments have fostered the commescial relationship through
bilateral and regional trade agreements, including the 1979
Caricom agreement, co-financing arrangements, trade
promotion and technology exhibitions, and more generally
through our twin commitments to Third World develop-
ment and an open multilateral trading system. In regard to
these last two points, Canadian imports from Latin Amer-
ica are significant. Though composed largely of natural
resources (oil, bauxite, coffee and bananas), these exports
are vital to their payment balances and generally to the
development of their economies. Our stake in a liberal
trade regime and unrestricted access to markets is mutual.

Canadian investment in Latin America is another ele-
ment of the relationship. The region is the second largest
recipient of Canadian foreign direct investment after the
US — some $3 billion in 1983. Latin America is the single
most important market for loans by Canadian banks.
Moreover, as Canada well knows, foreign investment is
vital to economic growth.

With a shadow of debt

Canada recognizes the threat of debt crisis not just in
terms of that posed to Canadian companies and the sta-
bility of the Canadian financial system, but also the threat
to the wider international banking system and the eco-
nomic damage to debtor countries. Continuing high debt
service payments force cuts in imports, distupting develop-
ment plans and necessitating austerity measures that exac-
erbate income disparities and threaten delicate political
balances. Canada supports these difficult economic adjust-
ments and the international efforts to find flexible
rescheduling arrangements. There is little room for com-
placency, but Canada sees the case-by-case approach, com-
bined with an emphasis on global economic recovery, as
the most effective method to deal with the rescheduling
and balance of payments problems. Canada sees existing
international institutions, rather than the “political di-
alogue” proposed by the Cartegena group (a consortium of
debtor nations including Mexico, Venezuela, Panama and
Colombia), as most appropriate for tackling the debt crisis.

20 Internatjonal Perspectives January/Febrdary 1986

" ing political murders and abuses. Domestically, Canada .

Complementary to our multilateral aid, and expay
ing from our assistance to Commonwealth Caribbe,
countries, Canada now has a wide range of bilateral dey
opment assistance programs for Latin America. Althoyy,
modest in comparison with that directed to the pooriy;
areas, 1981-82 bilateral assistance to “The Americas” y
over $79 million (11 percent of total); the 1985-86 disburg;y
ment target is $123 million. This is in addition to contrib
tions of private Canadian humanitarian organizations.
the past, bilateral aid programs have concentrated on iparti
frastructural projects with the potential to spur emplogeal
ment and industrial development, increase productiviy
and stabilize economies. More recently, programing objegy
tives have shifted to problems of social and human resourg
development such as education and health, critical aspe
of any community’s prosperity. The Canadian Intern
tional Development Agency (CIDA) and the Export D¢
velopment Corporation (EDC) have initiated a variety (S
Latin American development programs with an aid-tradg
link which have mutual benefits, but Canada’s overridiny
aid motivations are humanitarian. In keeping with oy
internationalist and humanitarian traditions, we do ndint]
give aid based on political perspective, and we do not usei no
to reward or punish governments for pursuing certai
policies. ' L

Human rights A
Over the last fifteen years the political relationship
with Latin America has become “high profile.” In the past,
the historical propensity of the region towards violen
change, dictatorship and militarism had clashed with Can-
ada’s beliefs and commitments to democratic, pluralis
political institutions and had inhibited closer relations.
More recently, there has been a growing and vocal concenn
in the Canadian public (both individnals and groups) aboul
continuing oppression and violations of basic human rights.
in some Latin American countries. The Canadian govern-
ment, also offended by these violations, has spoken out
and acted; Canadian aid to Guatemala and El Salvador; for
example, was suspended in reaction to continuing “death
squad” activities in these countries. Multilaterally, Canada
has supported UN General Assembly resolutions deplor -

has eased immigration procedures and refugee restrictions:
on Latin Americans. In 1985 we increased our target for
permanent resettlement of political refugees from Latin -
America to 3,000 (out of a global total of 11,000). While'
there are still many problems in the respect for human
rights and dignity in the area, there has been improvement.
There is an encouraging trend towards a return to stability
and democratic civilian rule in Peru, Argentina and Brazil, |
for example, and a hearteningimprovement in El Salvador
and elsewhere in the region towards decreasing violence
and national reconciliation. To this end, Canadian repre
sentatives acted as witnesses in meetings held in 1984 and
1985 in Bogota between the Sandinista government and
indigenous opposition groups. Canada recognizes the
threat posed by economic crisis to nascent political sta
bility; austerity measures necessitated by debt and pay- !
ments problems obviously exacerbate existing political
tensions by increasing the economic burden on|
populations. '




Of continuing worry is the instability and violence in

ral America — particularly Nicaragua and El Sal-

r, but also Honduras and Guatemala, although the

nt election in Guatemala has improved the outlook

re. The Canadian assessment of the situation is distinc-

isbury;ye and responds to Canada’s own analysis. It is Canada’s
ontribrm| belief that the roots of political instability do not lie
arily in subversion, but in poverty and social injustice,

cularly in the frustration caused by persistent huge

h disparities. Discontent and violence in the region

nate in internal socio-economic problems and are thus

{ remedied by economic, social and political reforms.

e Canada recognizes that external interference is a

t the injection of East/West friction into a problem
ich we prefer to see more in North/South terms. We
port the withdrawal of all third party military presences
he region. Of course, Canada’s foreign policy outlook is
that of a superpower, but reflects our national interests
obj ectives. In this regard, Canada did not join the US

uralis
tions.
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A developing interest

Canada’s role

Canada sees the best possibilities for improvement of
the region’ security problems as regional in nature. We
wholeheartedly support the Contadora initiative (govern-
ments of Colombia, Mexico, Panama and Venezuela). Be-
cause of our extensive experience in international peace-
keeping, Canada was asked to comment on the technical
and legal elements of the Contadora proposal. The control
and verification procedures were carefully reviewed by
legal experts in the Department of External Affairs and
our comments were forwarded confidentially so as not to
politicize further the initiative and thus hurt its prospects
for success. The question of Canadian participation in any
Central American security commission will have to be
considered carefully in light of our priorities and resources.
Canada recognizes the realities of its international posi-
tion. We lack both the means and the inclination to be
Central America’s “policeman.”

In the past some of our policies found disfavor with the
US, and this is a matter of concern. There s still a lingering
apprehension about being forced to take sides in hemi-
spheric questions. This is one basic reason why Canada
refrains from full membership in the OAS (despite the
recommendations of foreign policy reviews and political
leaders). The foreign policy review initiated by the new
Mulroney government will, through public input, presum-
ably settle this question. Whatever the outcome of that
review, Canadian foreign policy will remain responsive to
international developments.
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Progress since Sadat
Even some democracy’

Egypt under Mubarak

by Habib Massoud

The assassination of President Anwar Sadat on Octo-
ber 6, 1981, not only altered the political scene in Egypt, it
also greaﬂy affected the changing nature of Egyptian so-
ciety. The flamboyant personality and grandiose policies of
Sadat influenced the character of society and dominated
the life’of the country. His most well-known accomplish-
ment to Westerners was his initiation of relations with
Israel and the signing of the Camp David agreements.
What are not as well-known however are the domestic
factors which prompted Sadat to take these actions and the
reforms in the political and economic conditions of Egypt
that resulted from them. The Camp David agreements and
the rapprochement with Israel and the United States were
part of Sadat’s overall plan to transform the Egyptian na-
tion from the closed, dictatorial state that his predecessor,
Gamal Abdel Nasser, has created towards a more open —
aithough not completely free — society. This legacy has
been continued by Sadat’s successor, Hosni Mubarak, who
has tried to advance the reform of Egyptian society further
than Sadat probably envisioned. The year 1977 in general
and the signing of the Camp David accords in particular
therefore signalled a turning point for Egypt in its domestic
* situation as well as in its foreign relations.

- Egypt has always had severe economic problems, but
by 1977 they had been compounded by the state of no-war,
no-peace ithad with Israel. The population had been grow-
ing at a rate of about one million people per year, while the
costs of keeping up the m1htary had been gobbling up 40
percent of the government’s budget. Besides the economic

hardship, the population was beginning to experience a

sense of malaise and frustration not only because they were
periodically asked to send their sons off to fight and die in
wars for which they usually had little sympathy, but also
because of the continuing stalemate and the constant threat
of war that went with it.

Camp David reasons

Sadat signed the Camp David accords, therefore,
mainly in an attempt to alleviate two domestic problems.
First, he hoped to improve Egypt’s economy by spending
less on the military, receiving large amounts of aid from the
United States and achieving greater efficiency by allowing
more free enterprise and foreign investment through his
policy of “Infitah” (literally “opening” or open-door). Sec-
ond, he hoped to move the Egyptian psyche away from the
traditional pro-Arab stance of Nasser, and towards an al-
most Pharaonic nationalism, which would emphasize

Habib Massoud is a researcher in the Library of
Parliament in Ottawa.
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Egypt’ historical roots. He therefore moved closer to th
United States by making peace with Israel and became;
more faithful and supportive US ally. The result was &
alienation from the Arab world which he expected an
possibly even encouraged. What he did not expect was th
ferociousness of the opposition from those other Ard
countries. ‘

In the years following the Camp David accords, Egy
experienced two contradictory movements. First, Egyp
began to resemble a Western society more than it ever ha
because of the increasing influence of the United State
Western style music, dress, food and — most important|
— Western behavior and values began to appear mor
frequently. At the same time, the Islamic fundamentali
movement had become more popular, especially amoy
the young and on the university campuses. The fundamer
talists interpreted the increasing Western influences the
saw as a sign of the moral decadence to which Sadat wi
leading Egypt.

Moslem fundamentalists furious i

Rather than trying to reconcile the two movements
Sadat interpreted the rhetoric of the fundamentalists as¢ -
personal attack on him and therefore clamped down or':
them, and anyone else he considered to be his politicd -
opponent, and imprisoned approximately 2,000 such peo
ple. This was the last straw for a group of fundamentalis
Islamic junior army officers. In October 1981 they infit -
trated the military parade commemorating the War of 197}

_and assassinated Sadat as he stood on the reviewing stand. - S

Since President Hosni Mubarak came to power thi
month he has attempted to balance the demands amon -

various competing groups and forces, as Sadat did not try 4

to do in the last years of his life. In a bow to the fundamer- -
talists, he introduced some parts of the Islamic legal code.
to Egypt’s civil and family laws. In his foreign policj
Mubarak has tried to improve relations with the Arab

world in order to strike a balance between Egypt’s tradi.
tional kinship with the Arabs on the one hand and i

alliance with the United States and tenuous relationship:
with Israel on the other. Although he has been achieving?:
certain degree of success in his efforts, events late in 198

are making it more difficult.

The October 1985 incidents surrounding the hijacking
of the Italian cruise ship, the Achille Lauro, and the subse-
quent US capture of the hijackers aboard an Egypt Air
jetliner, created animosity among many Egyptians towards
the Americans for what they saw as unjust treatment o
Egypt and Mubarak. This incident tipped the delicate ba
ance towards the Arabs. Late in November, however, tha!




resident Hosni Mubarak

COURTESY EMBASSY OF EGYPT

ime Egypt Air jet was hijacked (and ended up in Malta)
y Arabs hostile to Egypt, apparently in an effort to de-

ands and what effect these events have had on Mubarak’s
tforts to maintain a middle ground remains to be seen.
Anwar El Sadat had hoped to make his mark on
gyptian society by reforming the political process — in
IQWing greater freedom, democratic practices and plu-
alisticdebate — and by improving the economy by attract-
g foreign investment and encouraging free enterprise
rough his policy of Infitah. Hosni Mubarak has said that
He has the same goals but hopes to implement them more
tffectwely

uest for democracy
During his presidency Sadat repeatedly spoke out on
e virtues of democracy, pluralism and free speech, prom-
ing the Egyptian people true democracy within the Egyp-
an political system. Unfortunately, his definition of de-
ocracy was apparently not that which was held by the
opulace. Sadat tried to institute democratic practices

without acquiring some of the more unpleasant aspects of
democracy. He hoped to carry out elections, to allow free
discussion inside and outside Parliament and to create a
multi-party system without his authority or actions being
questioned. In 1976, President Sadat disbanded the only
legal political party of the time, the Arab Socialist Union,
replacing it with three political “platforms” or “factions.”
The three — the “leftist,” “centrist” and “rightist” parties
— were financed by the government and depended upon
presidential decree for survival.

Despite multiple parties, Sadat made sure that democ-
racy, as it is most commonly defined, did not flourish. He
appointed the leadership of the three parties and rigged
elections to emsure that any strong political opponents
would not win seats in Parliament, thus rendering it power-
less — a rubber stamp for the government. Finally, to
ensure his immunity to attack, Sadat proclaimed that he, as
national President, would be above the political fray, the
implication being that, not only was he not to be criticized
by any of the parties, but neither were his policies or
actions to be questioned. Since he was in control as the
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dominant figure in the government, the opposition was left
with virtnally nothing to oppose or criticize except to ex-
pose petty corruption among minor government officials or
nit-pick over the details of a minor policy.

New Wafd emerges

The sole group to try to form a true opposition party in
order to give the government some opposition was the New
Wafd, formed in 1977. The party took its name from a
popular, pre-revolutionary nationalist party opposing the
British presence in Egypt. It was led by many of the same
people who had headed it prior to the 1952 revolution and
who hoped to rekindle the magic of the old Wafd that had
won it so much support among the Egyptian masses. It was
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_the latent popularity of the Wafd that caused Sadat to he
stack the rules for the organization of new parties ag] jsryl

this group. (The most obvious of these rules was thy
parties in existence before the revolution would be ally i
to reappear. Hence, the name the “New” Wafd.) The|
Wafd severely criticized the government, both throug
newspaper and through the powerful oratory of its ley

thereafter, to disband because it allegedly threatened
tional unity.

The manner in which elections and plebiscites v
conducted was similarly dubious. Election results y
regularly announced as being 98 percent or 99 percer

were often announced five or six days before they wer
occur and no one would be allowed to campaign against
President. On the appointed day, the Minister of the
rior would announce that 95-99 percent of the popula
had voted and that the President’s position had been
‘proved, usually by a vote of 95-99 percent.

Mubarak opens up politics

It was, therefore, with a great deal of skepticism
Egyptians listened to Hosni Mubarak proclaim tha
wanted Egypt to have true democracy and to allow ph
ism to bloom. Unlike his predecessor — despite the u
the same rhetoric— Mubarak has allowed real steps t
taken towards this goal. For example, opposition n
papers have again appeared on the newsstands and
longer focus only on petty corruption in the governm
they now carry opposing viewpoints and conduct i
debates on national issues. The main media in Egyp
still the newspapers and magazines of the establishment;
national elites (the Western media are often fond of calli
them “semi-official” sources) which terd to reflect |
government’s views quite closely, if not always faithful
Unlike Sadat’s regime, however, Mubarak’s administrafi.
has tolerated opposition attacks in party newspapers
some dissenting opinions in the mainstream media.

A more tangible test of the degree to which Egyp
achieved democracy can be seen in the parliamentary ek g
tions of May 1984. Many Egyptians were surprised wii
campaigners for opposition parties were not harassed &
when the usual 99 percent figures were not announced#
vote participation and results. Rather, it was annount
that 43 percent of eligible voters turned out and thatt
governing party gained 87 percent of the vote and 391 oft
448 available seatsin the People’s Assembly. A reform
Wafd gained 15 percent of the vote and the remaining st
in the Assembly.

Opposition slowly emerging ,
Although there are members of an effective oppd
tion party in the Assembly, the government still dominat;
the body and does not have to fear having any major pol
or program defeated. Yet, because of the new atmosph¢,
in the Assembly, the government does have to take great

ments or congresses, it is a new place thanks to the resy
of the May 1984 election.




eInmy 5

ict I

he New Wafd is still not yet a cohesive extra-parha-
ary party and it does not have a united parliamentary
s. Tts main voice of opposition to the government is its
fgly newspaper The Wafd which is a forum for news of
Aation and the party and for the expression of editorial
sions by the party’s members. The Wafd engages in
2 tes over matters of public policy in a manner unknown
Je establishment newspapers and has proven to be quite
opular with the public.
| Although the present political culture may not seem as
ocratic as that enjoyed by Western, liberal democratic
bties, it is nonetheless a major improvement for Egyp-
s, representing an evolution from the closed, dic-
frial society that was Egypt under Gamal Abdel Nasser,
the semi-open political culture of limited free speech
. Anwar El Sadat introduced. The present political
ture is characterized by open debate of government
cy and criticism of government officials (with the nota-
exception of the President himself, whether out of
ect, admiration or fear is not altogether clear). Political
ties are again beginning to operate freely, although both
r parliamentary and extra-parliamentary organizations
still not completely cohesive or developed.

nomic reform :
When Anwar El Sadat assumed power in 1970 he
W@erited an economy that was characterized by centralized
anning, inefficient production, low productivity and an
dated, decaying infrastructure. He pledged to reform
system by allowing freer enterprise, encouraging in-
ment from abroad and ending oppressive wealth dis-
bution measures which were driving out capital. He
efore initiated the policy of Infitah which actively
ght foreign investment (principally from the West), en-
raged domestic investors to participate in development
mes and encouraged the establishment of private en-
rise. The Camp David Peace Accords were to be an
gral part of Infitah because they would achieve the

Unfortunately, as with many of Sadat’s grandiose
hemes, Infitah was not well thought out, hastily intro-
iced without proper pre-planning and improperly man-
f:d In fact, its greatest problem was that it was not
anaged at all. This led to an unrestrained and unre-
ricted form of capitalism. The only guideline was that a
mestic partner should be involved in any scheme pro-
sed by a foreign investor — as the majority of them were.
ere were no guidelines, either stated or implied, about

-what the nature of the involvement of these domestic part-

ers should be or how Egypt would expect to benefit from
ese activities. Almost literally, Sadat merely opened the
or to Egypt and invited foreigners to make money at her
pense. '
In this environment “get-rich-quick” schemes flour-
hed. Any substantial investment was usually aimed at
veloping luxury tourist spots for Western travellers or at
tisfying the demands of Egyptians for Western consumer
oducts. Infitah under Sadat is, therefore, best remem-
cred for such things as a plan by a group of Canadian
Vvestors to build a tourist center behind the Pyramids of
1za (the project was shelved a few months after local
Vestors put up capital but received nothing in return) and
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with the proliferation of Western consumer goods
alongside the poverty of Egypt’s desperately poor.

Staples versus consumer goods

Mubarak realized that a certain degree of discipline
and planning was needed if Infitah was to accomplish what
was expected of it. He hoped to redirect investment to-
wards long-term production (or “productive investment”)
and away from short-term demands for consumer goods. In
short, he wanted a decrease in the importation of luxury
goods and an increase in economic staples such as food and
machinery. Luck has been on his side in this quest. At
about the time Mubarak gained the presidency, the market
for consumer goods was becoming saturated and new in-
vestment was being redirected by market forces towards
longer-term industries. Nonetheless, the government felt
that it could not trust the whims of the consumer market or
the foreign investors who might want to exploit it. Andso,
while the basic policy of Infitah to encourage greater pri-
vate enterprise still exists, investors no longer expect to be
able to operate without guidance or supervision as they did
during the time of Sadat. .

Since he took office, Mubarak’s administration has put
into effect a series of policies to direct foreign investment.
The most important of these is a ban on the importation of
any good that can be produced in Egypt. This policy has
had two effects, and outside investors who had been reap-
ing a large profit because of the sale of their goods in Egypt
had to reassess their priorities. First, many foreigners,
seeing the potential for large markets among Egypt’s forty-
eight million people and the relative political stability of
the last four years, have decided to commit themselves
further and invest in factories in Egypt to produce their
products. Second, many of the foreign companies that
chose not to invest further have seen their carefully de-
veloped market share taken over by local producers with
good quality substitutes.

Mubarak moving slowly

The government further reformed its import policy
earlyin 1985 by applying a differential excise tax system by
which most new materials could be imported duty free (or
nearly so) while many products that could be produced in
Egypt (such as various consumer goods) had a heavy duty
levied on them to discourage their importation.

The economic dilemma faced by the government is
further compounded by the fact that consumption in Egypt
is distorted by its policy of subsidizing basic food stuffs—a
practice which has left the government in a political di-
lemma. Although subsidized food is needed by the poor,
the cost of the policy to the government is now US $7
billion. The policy consumes 10 percent of the GNP or, put
in another way, it takes the total earnings from Egypt’s two
top foreign currency earners (the tolls of the Suez Canal
and of the remittances of Egypt’s migrant workers) to pay
the subsidies. As a result Egypt has amassed a total foreign
debt estimated by the IMF to be US$31 billion.

Mubarak has proven to be a more pragmatic and
cautious President than Sadat. His plodding style is in
sharp contrast to his predecessor’s taste for the grandiose
and the flashy. Yet, paradoxically, it is Mubarak, not Sadat,
who has introduced substantive reforms to Egypt’s political
and economic life.
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Defence — everybody’s blg business

by John R. Walker

‘Shattering Europe’s Defense Consensus edited by
James E. Dougherty and Robert L. Pfaltzgraff, Jr.
Toronto: Pergamon-Brassey’s, 1985, 226 pages,
US $19.95.

Reorganizing America’s Defense edited by Robert J.

Art, Vincent Davis and Samuel P. Huntington.
- Toronto: Pergamon Press, 1985, 400 pages, US 327.00
- hard and US $14.95 soft.

Alerting America: The Papers of the Committee on the
Present Danger edited by C. Tyroler Il. Toronto: Per-
gamon-Brassey’s, 1984, 375 pages, $43.00 hard and
$24.80 soft.

In Pursuit of Disarmament: Conversion from Military
to Civilian Production in Sweden, Vol. 2. by Inga
Thorsson. Stockholm: Government of Sweden, 1985,
288 pages, free.

The idea that the anti-nuclear protest movement
might still be a threat to NATO after its failure to halt the
deployment of Pershing II and cruise missiles in Europe in
1983 is the interesting thesis of a new book, Shattering
Europe’s Defense Consensus.

"The authors argue that the various peace movements
in Europe, combined with a massive Soviet propaganda
campaign, attempted to prevent the stationing of the new
US intermediate range nuclear missiles while Soviet SS-20s
continued to be deployed. And they suggest that, although
unsuccessful, the political effect has been to damage the
allied consensus on defence that had been maintained for
three decades. They warn that, given the traditions and
democratic nature of the NATO allies, it could happen
again with perhaps more serious results.

Examining in particular the protest movements in
Britain, West Germany, the Netherlands, Italy and France,
the authors — who are all associated with the Institute for
Foreign Policy Analysis or the Fletcher School of Law and
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Diplomacy in the US — go beyond a mere recital of the .1
activities of the varied peace organizations. They attemp e
to show the philosophical and ideological bases for the waj it

in which the various peoples reacted to this issue. Fu £
example, it is argued that the British anti-war legacy i
based on traditions of Christian pacificism and radical s
cialism that first surfaced in anti-nuclear terms in the Cam
paign for Nuclear Disarmament in the 1950s. The Ban the 24 ¢
Bombers of the eighties cover a broader spectrum of peo

ple who are dissatisfied with many aspects of modern tech. 2
nological society, and who aim rhuch of their protes

. ) ; ) nce
against the Americans, with token protests against the  2oco
Russians. dor

The West Germans on the other hand are seen a.:
victims of their traditional romanticism and sense of cosmi
anxiety or angst. Their protest movement has been fuele

by ecologists and those wanting an “alternative” life stylein
their distaste for modern industrialism. They have adopte
an anti-parliamentary, demonstrate-in-the-streets ap
proach to their anti-nuclear movement, reflecting illiber o1
tendencies. The Dutch, however, have come to their neu-
tralism and anti-nuclear stance from a background of. = ‘Nun
Christian-based moralism, social liberationism, and a re-: m
cent history of geopolitical insignificance. There is “a dis
belief in authority” among the Dutch today, and led by the
Dutch Reformed Church, many of their people become " i
zealous secular missionaries for causes of conscience and

" guilt, such as the anti-nuclear crusade. On the other hand, op

neither Italy nor France has developed any strong peace
movements. The Italians, it is argued, have traditionally -
depended on strong leaders to define foreign and defence
policy, and the Catholic Church and the big Communist:
Party have taken cautious attitudes to the nuclear arms
race. In France, on the other hand, the widespread pride in
the French nuclear “force de dissuasion” and in France’s a
withdrawal from the NATO military wing have dis--
couraged this kind of protest movement. s Ge

Although this book attempts a balanced assessment, it «
raises no questions about whether US policy, especially
under the Reagan administration, might not also be a cause
of the “shattering” of that NATO defence consensus. The
authors do admit that this European protest movement
actually began in 1977 with the Carter administration’
“badly managed” planned deployment of the so-called
“neutron bomb” which created the loud reaction from the
Dutch that ended the plan. But they never question




ther Reagan’s arms control offer of the zero option was
istic, and therefore genuinely questionable from a Eu-
-an standpoint. They never question whether deploy-
ht of Pershing and cruise was the best reaction to the
20s. And they defend the Strategic Defence Initiative
“(Star Wars) from European protest on standard Reagan
grounds, as though expert US opinion were not also uncon-
sinced on this question. In other words, they fail to recog-
e the genuine concern of Europeans with the unending
le of the arms race and the inability of Soviets and
ericans to halt and reduce the nuclear stockpile before

too late.

n US defence
| The consequences of armament today are the need to
rove efficiency and organization in defence and to re-
uce costs of the increasingly sophisticated arsenal being
jilt up. This is especially necessary in the United States
id the book, Reorganizing America’s Defense, makes that
¢ar. Given recent scandalous revelations about cost over-
s, faulty equipment and padded contracts, it is surpris-
¢ that only one chapter is devoted to weapons acquisition
id the causes of its failures. More space is devoted to re-
ructuring the defence department. Foreign defence
Aganizations are reviewed and a chapter on Canada’s de-
>nce unification is included that says it has achieved pro-
ress towards the central objective of “greater efficiency
oordination and control.”

angers noted
The weightiest tome of the four reviewed here comes
om the Committee on the Present Danger and is called
lerting America. The book contains all the Committee’s
oom-laden warnings since 1976, featuring the crisis caused
y the Soviet arms buildup, the pre-Reagan “America as
umber 2” lament, and the urgent need for more and more
rms. Its most interesting pages are at the beginning,
here are listed sixty members who have been appointed
o the Reagan administration. This is where the rhetoric
nd the hardline defence policies come from, the ones that
et all those anti-nuclear demonstrators marching in Eu-
ope, and elsewhere.

he Swedish book
One of the principal arguments of anti-nuclear protes-
1s is that if the superpowers would disarm, the funds
asted on such arms could be used for development in the
hird World and civilian production at home. The UN
eneral Assembly has urged that member states prepare
Iansl for converting their military production to civilian
se, in the event that disarmament programs began to
aterialize. Neutralist Sweden was the first country to
Ctually do this, producing a first volume on “conversion”
1by a study group headed by their disarmament expert Mrs.
{Inga Thorsson. It argued that Swedish defence expendi-
| tures could be halved in twenty-five years, provided NATO
and Warsaw Pact countries disarmed too, leading to a
reduction in military and defence industry jobs of about
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34,000. This would mean about 1,430 people per year
would need to look for other work, less than 1 percent of
the labor force.

The second voluine of this study now is published,
called In Pursuit of Disarmament. It features two case
studies: conversion to civilian production in the famed
Bofors artillery-missile industry, and the FFV small arms
industry, which together account for two-thirds of Swedish
war material exports. Both companies, it was found, would
be hard hit by such conversion because of their high mili-
tary, and export, dependence. So government help would
be needed and provided by establishing a Council for
Disarmament and Conversion and a central conversion
fund to assist in the changeover.

This Swedish study also showed that contrary to many
defence experts, military research and development does
not generate productivity gains for the civil sector econ-
omy. And it also concluded that “it might be a serious
mistake to allow the regrettable fact that defence expendi-
ture is a significant component of public spending to lead to
the conclusion that defence expenditure is a particularly
effective means of fulfilling economic policy goals.” Eco-
nomic growth and employment can be better achieved by
other means. One wonders what other countries have at-
tempted to assess the economic consequences of
disarmament.

John Walker has just retired as Foreign Affairs Analyst for
Southam News in Ottawa.

NATO on review

by Courtney Gilliatt

Continuity of Discord: Crises and Responses in the
Atlantic Community edited by Robert J. Jackson.
Toronto: Holt, Rinehart and Winston, 1985, 279
pages, US $33.95.

This book was compiled from papers presented at the
Fourteenth Annual Conference of the Committee on At-
lantic Studies held at Racine, Wisconsin, September 22-25,
1983. It was edited by a Canadian, Robert J. Jackson, a
Professor of Political Science at Carleton University in
Ottawa. A total of thirteen authors contributed, seven from
the United States, two from Germany and one each from
France, Canada and Sweden.

Although each paper presents a different viewpoint on
Allied problems, they have been grouped into three main
parts: an historical background, military problems and
economic discord, as well as an introduction and
conclusion.
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The historical background traces the NATO alliance

from its early days of a common view of the Soviet threat

through to the present-when this shared view of the USSR
no longer exists. US leadership, which was given whole-
hearted support in the early postwar period, is now being

questioned, especially after Watergate and the Vietnam -

War. The US dedication to arms control is also being ques-
tioned. All thesé problems lead to tensions within the
alliance. -

- Alliance military strategy is also being questioned now
that Russia has achieved strategic fiuclear parity with the
US. The need for the deployment of Intermediate Range
Nuclear Forces (IMF) in the form of Pershing IIs and
ground-launched cruise missiles is debated in Europe since
these are completely under US control. The authors gener-
ally agree on the need for more European control of the
European nuclear deterrent, and a greater voice in arms
control negotiations. Structural changes such as giving the
Western Europe Union a stronger military role are
suggested. -

With the revival of the European economies these
countries are now competitors with the US in the economic
field. Thus there are West-West tensions as well as East-
West. North-South issues have an effect also on alliance
unity since it is in the Third World that most of the super-
power competition and ideological struggle is carried out.

The introduction by Professor Jackson looks at the
nature of crises and provides an outline of the kinds of
crises or problems faced by the alliance. The concluding
chapter does not tie the book together but suggests various
futures for the alliance, ranging from an overly strong to a
disintegrating Europe. It suggests “partner Europe,” much
like the present, as the most likely outcome, but with a
stronger voice for NATO Europe. While the analysis of
alliance problems is treated in a rather brief and fragmen-
tary way, the common thread is that despite all the crises or
problems the alliance still has sufficient shared world views
to continue to provide a bulwark for peace in the whole
Atlantic area. It does, however, point strongly to some of
the changes deemed necessary to ensure this somewhat
optimistic future.

~until about 1977 when, as a result of diminished US

The CCMS was active from its inception in late

port, it lapsed into “bureaucratic oblivion.” During:
active period it provided a vehicle for discussing and sty
lating governmental action on environmental issue
members of NATO.

This book has some interest for the specialist but vy
little for the general reader. Although published in 1985i
about five years out of date since there are hardly o
references after 1980. '

Courtney Gilliatt ia a retired military officer living in
Ottawa.

Consultation and Consensus on NATO: Implementing
the Canadian Article by Edwina S. Campbell. Lan-
ham (MD): University Press of America, 1985, 209
pages, US $12.75.

. account the grievances and interests of both sides. T

The title of this book is misleading. It implies a broad
examination of the mainstream of NATO policy making. In
fact it looks at a very narrow segment of this process, i.e.,
the work of the Committee on the Challenges of Modern
Society (CCMS).

Also.the subtitle, Implementing the Canadian Article,
is misleading since ‘the initiative for creating CCMS as a
NATO committee originated with the United States during
the early months of the first Nixon administration. The fact
that it was formed under the provisions of Article 2 of the
NATO Treaty — often called the “Canadian Article” —
which made provision for non-military consultation, was
only incidental to this initiative.
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If you want peace
in the Middle East . . . .

by John Sigler

Israel and the Creation of a Palestinian State: a Euro-
pean Perspective by Joseph Weiler. Dover (NH):
Croom Helm Lid., 1985, 160 pages, US $27.50.

Much of the abundant literature on the Palesti
Israel conflict is written from a partisan perspective ani:
designed to convince the reader to side with one party o
the other. The basic model of conflict resolution is a-
adversarial one where one side is expected to win out over
the other. This thin volume by a professor of internationd
law at the European University Institute in Florence be
longs to that limited but highly welcome literature that tries
to find a solution to the conflict and that takes serjously ints

book was completed while the author was a visiting p
fessor at Hebrew University in Jerusalem in 1984.

In an admirably succinct and carefully written opening
chapter, the author reviews the positions and interests o
Palestinians and Israelis. He effectively rejects the more
extreme views on both sides for failing to meet his criteriz
of: parity and reciprocity, security, economic viability and
prosperity, mutual attachment and particularism. Pro-
fessor Weiler offers in Chapter Two a useful review of the
international legal arguments on the status of the Wes
Bank.

The European perspective in the title is dealt with in
two ways. First of all, in the introduction, Weiler sets out
the European approach to the solution of the Palestinian
question: “In exchange for recognition and adequate se-
curity guarantees, Israel should return the West Bank and
the Gaza Strip, subject to minor boundary modifications
to the Palestinians, led by a moderate PLO. The Palesti
nians would then exercise their right to self-determination
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establish an independent state, with or without a link
ordan.” He then explains why this solution, which
' pears just and equitable, is rejected publicly by both the
ol [égacli government and the PLO, and sets out the condi-
21 ¢ which would have to be met to make such an idea
eptable. S .
The second European perspective is in Weiler’s solu-
, which is based on an analysis of the history and
erience of the European Community in trying to re-
ve the historical quarrel between France and Germany.
sees little hope for a mutually satisfactory outcome if
: el and a Palestinian state confront one another in a
) highly nationalist posture based on military force and con-
%}ing exclusive claims. Contrary to many federal solu-
s proposed by Israeli political scientists in the past,
iler’s proposals are sensitive to the issues of inequality
Jd Palestinian fears of Israeli neo-colonialism. He sets out
ormula whereby Israeli military withdrawal from the
est Bank could be accomplished in stages. The plan
{mains a vision, however, and would tie an independent
estinian state considerably closer to Israel than other
rab states, and would seem politically unacceptable to
ven the dominant moderate wing of the PLO. But Weiler
ards the present deadlock as mutually destructive be-
ause of factionalism and increasing political division in
é”rael and within the PLO and the Palestinian community,
xcessive Israeli economic dependence on the United
iates, continuing security threats, and low morale for both
des. To escape the dilemmas of mutual nonrecognition,
Veiler makes a strong case for active international diplo-
1acy to promote a negotiated solution. Critics may easily
ispute the relevance of the European Community as a
odel for cooperative solutions to the Palestinian-Israeli
nflict, but few can dispute Weiler’s devastatingly effective
criticism that the present deadlock, however rationalized,
destructive not only to the parties themselves but to the
werall fabric of international peace and security.

ohn Sigler is Professor of Political Science at Carleton
niversity in Ottawa.

The past is present

The Holocaust: the Nazi destruction of Europe’s Jews '
by Gerhard Schoenberner. Edmonton: Hurtig Pub-
lishers, 1985, 224 pages, $24.95 hard, $12.95 soft.

Shoah by Claude Lanzmann. Edmonton: Hurtig Pub-
lishers, 1985, 200 pages, $15.95.
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] For' those of us who grew up during the Vietnam era,
visiomist history is a foreign concept. Brought face-to-
ce with the horrors of war on a daily basis, we were forced
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to come to terms with the idea that the “common man” was
capable of atrocities. With our living rooms acting as sec-
ondary arenas for the world’s first televised war, the 70s
generation was thrown'into an acceptance of the unaccept-
able. Our response to the insanity of Vietnam might have
been the same as Lieutenant Calley’s. For that very reason,
most of us would find a revisionist history (or complete
denial) of the Holocaust morally repugnant. Recent events
in Canada— the Ernst Zundel and James Keegstra trials—
reflect the wider international problem of “historical re-
view,” such as the denials of the Holocaust emanating from
the Church of Aryan Nations and the Institute for Histor-
ical Review in the US.

The Canadian publisher Mel Hurtig has re-released a
massive compilation of written and photographic evidence
on the Holocaust in an effort to combat this “malicious
corruption” of history. Originally entitled The Yellow Star
(1969), The Holocaust provides an almost numbing account
of the Nazi treatment of European Jewry. The book is a
damning indictment of the policy of extermination, with
the testimony — both pictures and words — provided by
the Germans themselves. Unfortunately, the sense of
numbness in the reader comes dangerously close to immu-
nity. Because the “final solution” was unprecedented in
history, both in its scope and clinical efficiency, the human
mind stumbles with the very fact of its existence. At times,
Schoenbemer’s inundation of documentary evidence be-
comes overwhelming. Our eyes see, but our minds reel.
And we are forced to choose between acceptance and
denial. While Schoenberner’s purpose (and Hurtig’s) ob-
viously was to lead us to acceptance, the inhumanity of the
actions depicted makes acknowledgement of the truth diffi-
cult— but not impossible. And that distinction is of crucial
importance in preventing a recurrence. Countering Nazi
apologists is an ongoing process, for as the war years
recede, living witnesses and their testimony disappear. But
in The Holocaust, the persecution, deportation and exter-
mination of the Jews all become real when the reader looks
into the haunted eyes of the individual condemned. The
book, while incorporating the almost stereotyped scenes of
mass slaughter and shuffling peasants, becomes most effec-
tive for a North American audience when depicting West-
ern European Jews congregating at assembly points in
Amsterdam, Paris, Brussels. Well-dressed, cosmopolitan
men and women unknowingly lead their children to execu-
tion. We confront a reflection of ourselves — and the
possibility that this could happen again.

Shoah — film and book

Author Elie Wiesel, himself a survivor, believed that
anyone who had not experienced the Holocaust could
never understand it. We would always have to “view the
agony and death of a people from afar, through a screen of
memory that is not [our] own.” But he kept on writing, and
we have to keep on reading and acknowledging. Claude
Lanzmann, in his film Shoah, the script of which is now
available in book form, follows the route of artistic creation
to keep memory of the Holocaust alive. Lanzmann eschews
the traditional documentary form and uses the subtlety of
imagination to recreate the horrors of extermination.
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While we see only the faces of witnesses giving their testi-
mony and scenes of neutral locales, our imaginations are
freed to create their own personal horrors. In a recent
interview, Lanzmann stated his basic principle for filming:
“It is stronger to imagine.” We do not need the exph(:lt to
comprehend an atrocity.

Shoah gives the events of the Holocaust an immediacy
through the very personal recounting of experience. And
as the Holocaust loses its remoteness, the experience of
European Jewry becomes shared with a generation born
long after the event. While the film itself is able to use
images — and expressions — in order to convey unspeaka-
ble truths, the script loses something when divorced from a
visual presentation. At some points in the book, structure
inhibits comprehension. The presence of a translator is
never mentioned, but causes problems when witnesses ap-
pear to speak in the third person. In fact, it is sometimes
unclear whether the translator is actually adding to or
subtracting from testimony given to interviewer Lanz-
mann. As well, film has the added advantage of acting as a
shared experience, with similar emotions fiooding a group
of people. However, the book develops an independent life
as original subtitles (the film is composed of multi-language
interviews) assume their own identity. They succeed in
justifying themselves without their attendant images, since
the mind’s eye provides its own images. The power of the
testimony comes through the page.

The past is revived through voices in Shoak. While the
Nazis had endeavored to obliterate all traces of their exter-
mination process, they failed to do so with the memories of
survivors who continue to speak out. The book records
both truth and lies, but here the film provided the key to
deciphering which was which— the expression on the face
of the speaker. Words were often denied by a glance, since
film has the power to capture confusion and evasiveness.
The book demands an ability to read between the lines, but
even here, the hesitations and repetitions of unrehearsed
speech emphasize the fundamental humanity of the wit-
nesses. Both the victims and those who made the impossi-
ble possible give their version of"'what happened, and the
common thread among all accounts is unawareness — legit-
imate on one side, patently feigned on the other. The whole
Nazi killing machine ran on the principle of maintaining
unawareness among the Jews. “The people came to Ausch-
witz and didn’t know where they were going and for what
purpose.” Throughout the book, witnesses speak of con-
tinuous German efforts to remove all traces-of arrivals at
the death camps. Panic among each shipment of “pieces”
had to be averted at all costs, and for this reason camou-
flage was essential. As the Jews entered the camps and
proceeded toward extermination, their unawareness (ei-
ther willingly or in innocence) was reinforced. “They don’t
know anything about what happened to the previous trans-
port, and this is going on for months, on and on.” Unlike
the disbelief of the Jews, the “unawareness” of the peasants
living nearby and the German “technicians” employed in
transport and extermination appears as a callous refusal to
accept either knowledge or responsibility.

The common refrain among survivors was that what
appeared inconceivable was happening — “At first it was
unbearable, then you got used to it.” Becoming hardened
to the insanity around them, camp inmates focused on one
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‘nomic miracle” of the past two decades, when Koredl

thomenal increase in export volume and a tripling of t

goal— survival. Speaking of Treblinka in a clinical an
of the process, an SS Unterscharfiihrer stated that the
was a “primitive but efficient production line of death”|
one witness stated, “It’s a hurricane, aragingsea. . .
we're still alive. We must do nothing . . .
every new wave, float on it, get ready for the next wave g
ride the wave at all costs. And nothing else.” Even|
living experienced a death. “Working there day and i
between dead people, between bodies, your feeling dISa
peared, you were dead.”

Denial was endemic — both among the Jews and th
destroying them. “The key to the entire operation from|
psychological standpoint was never to utter the wordst
would be appropriate to the action being taken. §
nothing; do these things, do not describe them.” Asg
Nazi stated, “If you lie enough, you believe your own lig
However, denial cannot be accepted forty years after
event. While the Holocaust was unprecedented, we can
turn our backs on its reality. These two books further
aims of those survivors who swore to live, tell their st
and “shake the conscience of the world.”

David MacNeill is an Editorial Associate with
International Perspectives.

Korea’s economic miracle

by Ihn Ho Uhm

The Korean Economy: Past Performance, Current Re- l
Jforms and Future Prospects by Dr. Kim Kihwan. Seoul:
Korea Development Institute, 1985, 58 pages. ’

There has been wide recognition of the Korean “e

outward-looking development strategy resulted in a phe:

per capita incomes, The Korean economy grew at an at:
nual average rate of 8.4 percent between 1962 and 1984.
addition, Korea’s experience following the second wave
oil price increases is an excellent example of how orthod
stabilization policies, effectively implemented, can help?
country develop and adjust to domestic and exter
shocks. Naturally, the Korean experience has generate
great deal of interest as a result of this successful econo
development. Although the demand for a book provid
insights on the “economic miracle” in Korea has increased;
there has been an absence of well-structured analysis int
past.

This report is written by a Korean scholar who at
tempts to provide an overview of the Korean success stoff
by adopting a descriptive approach in answering such que
tions as “How has Korea achieved high growth in the lad
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| decades?” and “Are there any lessons to be drawn from
Korean experience?”

The author outlines the export-oriented development
ategy pursued since 1962, describing the important pol-
reforms of the period and their results in Chapter 1. In
apter 2 he describes how government policy was modi-
d in 1972 in response to changes in the intemational
vironment and export-led growth strategy gave way to an
phasis on import substitution, particularly in heavy and
emical industries and in agriculture. It is argued that this
policy shift in 1972 produced a high average annual growth
e during the 1970s, although this growth was accom-
nied by a double-digit inflation rate and structural
tortions.

In Chapter 3 the author emphasizes that the success of
¢ new government inaugurated in March 1981, in steering
ck to the high growth track has in large part been due to
e emphasis on economic liberalization in national policy-

making, specifically the government’s commitment to in-
reasing market competition at home and expanding trade.

The author concludes by discussing how the lessons
arned in Korea can be applied to other developing coun-
es, especially those with a large labor force and limited
tural resources.

In summary, this book is a useful contribution to the
literature concerning the growth of the Korean economy
since 1962. Itis a readable and well-organized presentation
by this highly respected Korean scholar, who is Secretary
General of the International Economic Policy Council of
the Government of the Republic of Korea. However, this
book is extremely terse and while Dr. Kim provides some
1impressive insights, the work suffers from a lack of unam-
?iguous empirical evidence in assessing the impact of gov-
ernment policy variables in the macroeconomic
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MacNamara’s wisdom

by Bhupinder Singh Liddar

The Challenge for Sub-Saharan Africa by Robert S.
MacNamara (being the Sir John Crawford Memorial
Lecture delivered in Washingron D.C. in November
1985). Government of Australia, 49 pages, free.

Both novices and Africanists will benefit from this
publication. McNamara argues that short-term compas-
sion for victims of African famine should not make us lose
sight of the fundamental problems of this vast and diverse
continent of forty-five independent countries.

Excessive state intervention in domestic economies,
erroneous agricultural policies, political corruption, ecolo-
gical degradation, high population growth rates, and exter-
nal economic conditions are listed as contributing to the
present dismal state of Africa, in particular sub-Saharan
Africa. He proposes some bold long-term solutions involv-
ing political risks and short-term economic costs and
makes a strong case for increased flow of external finance
as well as policy and institutional reform.

McNamara, however, places too much emphasis on
the population issue and insufficient emphasis on the need
for freer access to developed world markets or the develop-
ment of appropriate technology and relevant educational
institutions. A glaring omission, for a former World Bank
President, is an evaluation of the World Bank’s policies in
the region. Nevertheless, the booklet contains useful and
up-to-date statistics and is strongly recommended to all
with a compassion for or an interest in Africa.

hn Ho Uhm is a staff economist with The Tariff Board in

Bhupinder Singh Liddar is with Parliamentary Liaison in
Ottawa.
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In the last few years, I have been struck by the number

of important people, Canadians and others, who have spo-

‘ken in favor of actions that could lead to disarmament and
peace. As 1986 has been declared by the UN to be the
International Year of Peace, your readers may be inter-

ested in a Motion on Disartnament and Peace, brought last

spring before a meeting of the Council of Women of Ottawa

and Area, and approved. In May, it was brought before the

Disarmament and Peace

in her opening address to the most recent
Triennial meeting of the International Council
of Women in Seoul, Korea, in September
1982, the President, Dame Miriam Dell,
stated that it was essential to look at ways
responsibilities, activities and membership
have changed since the ICW was established
in 1888 and she outlined the several objectives
of this NGO, including “To support all efforts
to achieve peace through negotiation, arbitra-
fion and conciliation”; and

the International Council of Women holds
consultative status, Category 1, with the Eco-
nomic and Social Council of the United Na-
tions, with some seventy National Councils of
Women affiliated to it, including the National
Council of Women of Canada, formed in 1893;
and

annual meeting of the National Council of Women and v
approved. Reference to it will be made when the brief
the National Council of Women is presented on Febru
10 to the federal Cabinet. '

Text of the Motion follows.

Whereas,

Alison Taylor Har
Ottawa

following the peace initiatives of the forme:
Liberal Prime Minister, beginning late in 19
the new Conservative government has als:
expressed support for efforts to achieve diss
mament and peace in the world, throug
statements by the Governor General, thi.
Prime Minister, the Secretary of State for Ex
ternal Affairs, the Permanent Representati
of Canada at the United Nations and the Cy
nadian Ambassador for Disarmamen
therefore

the Council of Women of Ottawa and Ar
recommends that the National Council d
Women of Canada inform the government d
Canada about our great interest in continuin
Canadian support for activities within th
United Nations and its Specialized Agencies;-
including UNESCO and other bodies 0
which the International Council of Wome
has permanent representation, activities thd
could lead to disarmament and peace.
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- Editor’s Note:

»

Canada-US relations hold their usual dominant position in this issue — but
this time with a difference. the principal article is not an article, but a Book
Review, a book review in which Allan MacEachen — a two-time Secretary of
State for External Affairs — helps Richard Gwyn with his history, as found in
The 49th Paradox. Two other pieces offer insights into the free trade negotiations
with the US — one of them by a shrewd and friendly American. The second is
on the border broadcasting question; and what may be on the table may not be so
much culture as business. One case of a declining relationship with the US is the
acquisition of investment and technology. There, according to two University of
Toronio political scientists, the US is being displaced by the Japanese — a
displacement we should take note and advantage of.

OPEC's current stumbling is only temporary — “just wait till the other oil runs

" out’” — says a petroleum economist at the University of Calgary.

South Africa is discovered and revealed to us by a Canadian of Asian descent
who came here from Africa. It is an intimate glimpse from a particular vantage
point.

Canada has about 300 development NGOs, certainly a number high enough
to attract our attention. Ottawa freelance Jutta Teigeler analyzes them here, and
with more affection than alarm.

s
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nvestment — the
answer for Canada

y John Kirton and Michael Donnelly

For most of the post-World War Two era Canada’s
conomy was reliably and richly fuelled by its unique prox-
mity and openness to the greatest source of investment
apital and technology on the globe. As the American
conomist Peter Morici has documented, the United States
11963 accounted for over 40 percent of the world’s capital
tock and over 60 percent of the scientists engaged in
esearch and development in the major countries of the
Western industrialized world. The commanding place oc-
cupied by subsidiaries of US corporations in Canada’s man-
ufacturing and technology-intenstive sectors injected this
capital and technology directly into the heart of a highly
eceptive Canadian industrial economy. The integral posi-
ion Canadians occupied in US education and professional
establishments, together with Canadians’ easy access to
American publications and research centers, reinforced
he northward flow. And in such critical technological areas
as defence production and space programs, the United
States and Canadian governments proved eager to con-
clude the special deals that gave Canada unique access of a
most intimate kind. In the face of such intense intimacy
tood few geographic, linguistic or cultural barriers to pre-
ent Americans from knowing the opportunities Canada

| afforded, from finding business partners in Canada, from
« 4 concluding deals with them and from reaping a rich reward

from their low risk investments north of the line.

This comfortable era is now gone for good. By 1980
the US world share of capital and of Research and Devel-
opment scientists had dropped to 33 percent and 50 percent
respectively. By 1981 the US trade balance in R & D-
intensive products, when adjusted for general economic
growth and inflation, had plummeted to one-half of its 1963
level. During the decade from 1970 to 1980, the world
market shares of US high technology products had con-
tr_acted, often significantly, for aircraft, computers and of-
fice machines, electronic components and semiconductors,
electric power machinery, electricity distributing machin-
ery, photographic supplies, power generating machinery,
scientific, medical and controlling equipment, telecom-
munications, sound and recording equipment, chemical
products, medical and pharmaceutical products and plas-
tics. In the high technologies of the future, the United
Sta’ges by 1982 had lost its singular first place position for
Optical communications, computer chips, genetic engineer-
Ing, industrial robots, fine ceramics and steel. In 1985 the
United States became a net debtor vis-a-vis the rest of the

Alternative to USA
A yen for a dollar

world and ended a half-decade in which the Canada-US
investment flow had shifted from its traditional northward
to a southward direction. And during that half-decade, US
efforts to defend its diminishing technological lead from a
too-rapid diffusion showed signs of calling into questionthe
integrity even of Canada-US cooperation in defence pro-
duction and space.

The end of US investment and technological preemi-
nence has profound consequences for Canada. But it offers
opportunities as well as costs. For in the fields of invest-
ment and technology Canada has another option. That
option is Japan. Japan is rapidly emerging as the dominant
producer and exporter of capital and technology in the
world, and has good reason to favor Canada as a recipient
of its growing surpluses. In turn Canada has a particular
incentive to welcome inflows from a partner other than the
US, and especially from a distant country whose still-
secondary economic position and distinctive corporate and
societal culture render it unusually adaptable to host-state
preferences. Yet these same features of distance, economic
position and cultural distinctiveness do provide an impor-
tant barrier to the fulfillment of this potential for an enor-
mously enriching trans-Pacific capital and technology flow.
But is is a barrier that can be beaten. What is required to
link an eager Japan with a welcoming Canada is a con-
certed program by Canadian business and governments to
enhance Japanese awareness of Canada’s potential, to
forge business partnerships between Japanese and Cana-
dian firms, to foster technology agreements and joint ven-
tures between them, and to render Japanese operations
comfortable in Canada. What follows are some practical,
low cost proposals for building this bridge across the north
Pacific.

Investment and technological partner

While most Canadians continue to look to the United
States as the key to their economic renewal, most Amer-
icans are all-too-well aware of Japan’s rapid emergence as a
leading producer and exporter of capital and technology.
From 1963 to 1980 Japan’s annual growth in capital relative

John Kirton and Michael Donnelly are Associate
Professors of Political Science at the University of Toronto.
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to labor force increase led the major industrialized coun-
tries at 8.3 percent, while its share of the world’s capital
- stock more than doubled to over 15 percent. Japan’s rapidly

growing stock of new capital, combined with its govern-.

ment’s strategic shift from capital-intensive to technology-
intensive industries has had dramatic effects. From 1972 to
1979 the US share of world trade in high technology prod-
ucts fell from 30 percent to 22 percent, while that of Japan
soared from 4 percent to 12 percent. Indeed in the single
year from 1975 to 1976 foreign, largely Japanese, color
televisions rose from 18.7 percent to 42.8 percent of the US
market. A half-decade later, the US semiconductor indus-
- try had a similar experience.

In the field of technology itself Japan has followed the
same trajectory. From 1963 to 1980, while the US growth of
R & D scientists relative to total labor force growth was
declmmg by 1.1 percent per year, that of Japan was increas-
ing by 5.1 percent per year. During that time Japan’ share
of the major industrialized countries’ stock of R & D scien-

- tists increased from 16 percent to 23 percent. In 1982
Japan’s Society of Science, Technology and Economics,
surveying automation, product quality and design tech-

nologies, judged that the US led in .56 and Japan in 51
critical areas. And in their lagging areas, Japan’s projects,
such as that to develop a fifth-generation computer, speak
eloquently of their determination to forge ahead.

In an age of technological acceleration in production
processes, product designs, and materials, it is the selec-
tivity as well as the scope of Japan’s technological base that
is important for the future. In 1978 the United States
invested 49 percent of government R & D funds in de-
fence, 9 percent in economic development and 4 percent in
basic research. Japan invested 54 percent of its funds in
basic research, 22 percent in economic development and
only 2 percent in national defence. Calculated on an after-
tax basis, 55 percent of Japanese R & D was financed by
the private sector, in comparison with 44 percent in the
United States. The value of concentrating R & D directly
in the industrial sector is seen in such products as color
television sets, where a recent study indicated Japan’s ad-
vantage over the US came not from lower wages but from
superior technologles in assembly, components, automa-
tion, vertical integration and design.

This great storehouse of Japanese investment and
technology is now ready for export, not indirectly as em-
bodied in trade goods, but in its own right. And it is
available to go offshore for many of the same reasons that
American and European investment and technology was
available in the past. This list of reasons includes the desire
to overcome the threat to its exports from protectionist
measures — both the real ones that have already been
imposed in abundance, and the anticipated ones which the
former have rendered credible and hence psychologically
real. But the list centers on standard economic factors
pushing the Japanese offshore. The uniquely high domestic
savings rate, the saturation of opportunities in a fiercely
competitive, rapidly aging, domestic market served by too
many firms pushes capital as well as goods offshore. A
maturing industrial structure generates more firms with the
size and sophistication to invest offshore. It also creates the
desire and need for a global presence both to access and
amortize technology and to achieve greater economies of
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-Capada needs.

ment spending on R & D as a share of GNP.

scale. Compared to their Anglo-American-Canady
counterparts, such geographically distant and cultur)
distinct Japanese firms have a particular need to log
sales, service, distribution and even assembly operatmns“
locations abroad in order to reduce transport costs in g
out, to learn about, adapt to, and effectively serve f
needs of the market and to aid in advertising the prody-
through physical presence and community goodwill. Moy
over, many companies on a crowded, affluent and '
guistically-isolated island understand the cost advanta
oflocating production and distribution facilities where lyy
for the plant and rents for offices are less expensive, aj
where educated, technically competent, English-speakiy
labor is available. ?

Canada’s receptivity

There is now little doubt that Canada needs, wants ay
actively seeks more foreign investment and technolog
From 1963 to 1980 Canada’s annual growth of capital rels
tive to total labor force growth was a meager 2 percen
while its share of world capital remained essentially stati. . -
at just under 4 percent. Despite Canada’s high savings rat,
and maturing capital markets it requires foreign invest -
ment to offset the now substantial flow of such funds fron"
Canada to the United States, and to compensate for areas,.
such as venture capital directed at small and medium sizef:
enterprises, where the Canadian financial industry remain -
weak. And for Canada, foreign investment in direct equity.
form has the long-appreciated advantage of bringing withi
such badly-needed assets as improved management, labor
management relations, and technology. For these reasons,.
inflows of new investment can be key to the competitive:,
ness of even those nations, such as Canada; with a rela:
tively high capital stock. And it is noteworthy that a recent|
study of the production cost advantage enjoyed by the
Japanese over the Americans attributed 63 percent of the'
difference to better management systems. In short it is not
just Japanese money but Japanese managers — the critical
software of business success in the modern age — thatf '

Even less controversial is Canada’s need for 1mproved
technologies, especially in those mass, consumer-oriented
electronic and information-based product areas where the | =
Japanese are most strong. From 1963 to 1980 Canada’s |
increase in-R & D scientists relative to total labor force |
growth was a low 1.1 percent per annum, while its share of
the major industrialized countries’ R & D scientists it |
creased only from 1.6 percent to 1.8 percent. Canada ranks |
last among its Summit Seven partners in the share of na-
tional R & D moneys provided by industry, and in govern
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As long as US multinationals reliably transferred the }
fruits of their prodigious home-grown R & D, product
design and management efforts to their Canadian subsidi
aries, it was far more efficient for Canada to borrow rather
than buy these assets. Yet with the retreat of US capitel
from Canada during the 1970s and 1980s, the costs of
relying on borrowing have mounted. From 1969 to 1979
Canada’s share of manufacturmg value-added from tech-
nology intensive sectors and its export-import ratios 18 |




these sectors, remained static and lagged behind that of all
= its Summit Seven partners. In these product sectors the
1 ult has been all too predictable, as Canada imposed duty
: E}mission scheples to encourage domestic pFoductlo_q in
Lievision receivers from 1976 to 1981 and in television
" chassis from 1979 to 1983.

:" Under the present government of Prime Minister
Qrian Mulroney Canada has done much to declare, by
%ctions as well as words, its desire for inflows of foreign
ihvestment and technology. The list of active measures
Begins with the change of the Foreign Investment Review
Agency to Investment Canada, and the phasing out of the
ational Energy Program. These changes have been noted
331 strategically-placed players in Tokyo and accepted by
em as evidence of the Canadian government’s openness
oinvestment and technology inflows. A second major step
as the conclusion in September 1985 of an Industrial
gooperation Agreement between Canadian Industry Min-
ster Sinclair Stevens and the Japanese Minister of Interna-
ional Trade and Industry Keijiro Murata, committing the
o departments to explore ways of promoting industrial
ooperation, thereby developing more balanced bilateral
conomic relations. Efforts will be directed to advanced
manufacturing technology, micro-electronics and ce-
amics. Despite Japanese coolness toward such agree-
iments, and the inherent limitations of any government-to-
covernment arrangement in inspiring private sector ac-
ivity, there are preliminary signs that the mechanism is
aving the effect intended by the Canadians in legitimizing
and facilitating contacts and overtures by Canadian firms.
More recent measures also have the potential to ac-
quaint a wider Japanese business audience with the mes-
age that Canada is “open for business.” The most
promising of these measures is the appointment of a lo-
ally-engaged Japanese with a background in Japanese in-
dustry as a new Technology Development Officer at the
Canadian embassy in Tokyo. Another initiative is the com-
mitment of major funds for the appointment of a Canadian
rom the private sector to serve as an investment adviser at
1 the Canadian embassy. Reinforcing such measures back in
4 Canada have been the preparation of an Investment Can-
1ada advertising campaign aimed at foreigners, a major
| “Business Opportunities Conference” undertaken at pri-
| vate sector initiative, and a promise by Prime Ministers
Brian Mulroney and Yasuhiro Nakasone, during their Jan-
uary 1986 summit in Canada, to give the highest priority to
the early conclusion of a science and technology accord.
For its part the Japanese government, through the Japan
External Trade Organization, established in the spring of
1985 the Canadian Centre for Industrial and Technological
Cooperation (CITEC) to promote industrial cooperation

between the two countries.

-

Basis for Canadian-Japanese business bargains
Initiatives such as these are badly needed to improve
Canada’s rather dismal record in attracting a reasonable
share of Japan’s exportable storehouse of capital and tech-
nology. In 1983 the United States attracted a world leading
315 percent of Japanese overseas direct investment. Can-
ada’s share was a small 1.7 percent. These figures vividly

Alternative to USA

indicate Canada’s lagging performance in attracting Jap-
anese investment, and the powerful competition Canada
faces in this task from the United States. In this competi-
tion the United States would appear to have all the advan-
tages. As Canadians well know, the US offers a
megamarket, dynamic economic growth and minimum in-
terference in a deregulated economy. Socially, they have
sent since World War Two an estimated three million ser-
vicemen to Japan, thus ensuring that when Japanese look at
North America from Tokyo they see Honolulu and San
Diego, not Vancouver and Toronto. And commercially, the
US has that still-revered group of old businessmen which
helped rebuild Japanese industry in the aftermath of World
War Two, and a new group that places an enormous num-
ber of its members in permanent residence in Japan.

In the face of such formidable competition, how can
Canada compete? One answer is provided by the wide-
spread sense that it was Canada’s protectionist measures, in
the wake of similar American actions, against Japanese
automobile imports, that alone led to the formidable Jap-
anese investments in Canada in the automotive sector over
the past year. But even if this explanation is correct, the
model of pulling investment in through trade protectionism
is one that probably cannot and should not be followed in
other sectors. For those sectors Canadians should take
heart from the fact that as of 1983 they have been able,
despite US advantages, to secure an impressive $1.56 bil-
lion of Japanese investment. Canadians should thus reflect
on the assets that have made this possible, and devise an
investment and technology promotion strategy based on
this foundation.

Canada’s assets begin with the dilemma faced by Jap-
anese businessmen searching for places to put their capital
and technology abroad. For while they have places other
than Canada to go to, all present potentially severe disad-
vantages. Throughout Asia the Japanese face historical
animosities, the lack of highly-skilled labor and relatively
poor consumers. In Europe they encounter an entrenched
protectionist attitude. And even in the United States they
witness rising resentment against Japanese economic pen-
etration from a people for whom significant direct invest-
ment within their society is an unfamiliar condition and a
visible sign of their global economic decline. In such a
context, the Canadian option can look good.

Canadian advantages

Canada’ first big advantage is its proximity to a large
US market that offers relatively free access to exports from
Canadian plants. America’s ideological insistence on na-
tional treatment for investment renders Japanese invest-
ment in Canada Canadian, and its US-destined products
thus acquire all the advantages long enjoyed by their Cana-
dian-owned counterparts. These include the channels of
the Auto Pact and defence production agreements, and the
general liberalizing effect of the Tokyo Round cuts. The
long history of tight interdependence between the Cana-
dian and US economies has produced specialization in an
integrated North American market that increases the cost
to the US of any sudden severing of the Canadian compo-
nent. The record of the past half-decade confirms Canada’s
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success in mobilizing political conditions within the United

* States to effectively make this point.

In addition to the US market Canada offers the Cana-
dian market — 25 million of the world’s most affluent,

‘ quahty— and cost-sensitive consumers, united by one of the

world’s finest transportation and communications
infrastructures. For big Japanese firms in an open interna-
tional economic system the Canadian market is a 10 per-
cent bonus. For smaller Japanese firms starting out in
North America it can be, as it was for the South Korean
auto maker Hyundai, a manageable and less risky way to
learn about, and grow into, the challenges-of doing busi-
ness in North America. And for both it is the much valued
insurance policy that sits as the second option in their
corporate business plans. For evenif the US closes the door
to Japanese goods builtin Canada, Japanese firms can and
do expect the Canadian government to exercise its right,
often legally sanctioned under GATT, to exclude Amer-
ican competitors from the Canadian market. And a Cana-
dian market devoid of US competition is often large and
rich enough to allow the Japanese to operate their Cana-
dian plants at a profit.

In deciding where to locate a plant to serve the North
American market Canada, and particularly southern

-Ontario, has substantial appeal, especially for firms in the

consumer-oriented, high quality, manufacturing sector.
The location provides same-day-delivery, of components in

-or products out, to a large concentration of established

suppliers and customers. The Canadian base also offers the
cheaper Canadian dollar, low cost land and energy, abun-
dant skilled labor and state-financed medical and pension
programs. Moreover, as a host of examples in the nuclear
and computer fields attest, Canada’s open, high quality but
under-financed R & D establishment, particularly in the

_university sector, offers much scope for collaborative ven-

tures to provide relatively cheap basic research to Japanese
firms competing from a national base where this asset
remains relatively scarce. And the Japanese business com-
munity has a good appreciation of Canada’ technological
excellence in such fields as artificial intelligence, computer
software, videotex, lasers, telecommunications equip-
ment, digital-and fibre optic communications, nuclear pro-
cesses, Arctic, STOL and urban transportation, and space
exploration.

Foreign investors welcome

Finally Canada provides a comfortable political and
social environment in which Japanese firms and nationals
can operate. Canadians have long accepted foreign direct
investment as an essential part of their private sector, and
look with favor upon a diversification in the nationality of
its ownership. In many sectors beyond autos where the
Japanese are most competitive, Canada has little domestic
industry to protect, on defence or other grounds. We lack
an aggressive nationalism, have a well developed multi-
cultural ethos, and offer one jurisdiction — British Colum-
bia — whose Japanese connection is sufficiently strong to
ensure that the concerns of Japanese investors get injected
forcefully into the political process. And the safety and
civility of Canadian urban life remains reminiscent of these
qualities of life in Japan itself.
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. With these assets Canada has the opportunity not , it ntarig
to attract Japanese investment in a competitive globaly i akes
vironment, but to shape its entry into, and operatlonu cond
Canada in ways that meet Canadian pr10r1t1es For thy hile th
-Canadians still mindful of the insensitivities of large, ted td
owned, controlled and directed US branch plants in ¢y ket, €¢
ada, this is an important advantage. Indeed the clim nsum
would appear promising for moving beyond fully owny € prof
Japanese distribution and imported kit assembly inveg e Noj

ments in Canada, to more balanced technology agr roduct
ments and joint ventures. The distinctive cultural base a
business style of Japanese firms and their relatively recen on of
advent into multinationhood render some of them py maller
ticularly open to participation by a Canadian partner whi - froade
can offer an existing customer base, a distribution networ|
or at least familiarity with how to move and market prog - ae
ucts in the Canadian environment. These Japanese firmg zmldm
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capital to enterin joint ventures. And their national exper
ence leads Japanese business to understand, expect an
oftén welcome, a strong government role in the econon
and its constituent sectors and firms.

Looking out for Number Two

Canada’s advantages are likely to appeal not to th:
Japanese titans who can take care of themselves in a diff
cult world, but to those in the number two position —b
they sectors, strata, suppliers, firms, plants, products mmut
components. The search for the second sector directs one}:
attention away from autos, where Canada’ initial invest  §OVernn
ment promotion activities have largely succeeded, to thi’
next area of heavy Japanese import penetration, and par nown |
ticularly those where Japan’s production presence in Can:
ada is not pronounced, where few Canadian-located plan
exist, where those that operate badly-need a technologicd: chnol
infusion, and where the dangers of building future surphs ;
production capacity are small. Here the sectors of co
sumer electronics, consumer electrical goods and office
automation equipment appear especially promising, par.
ticularly given Japan’s technological prowess in these area:
and the likelihood of steadily expanding consumer demand
for these products in Canada. ‘

These second-ranking firms, forced to be more inn
vative and to take more risks in order to remain competr
tive or tc close the gap with their dominant rival, would ology
welcome help from Canadian partners in this struggle. Itis
instructive that the first major manufacturing investments
in Canada by Japanese firms — in automotive assembly,’
cathode ray tubes, and electronic ceramics — came not
from the Japanese firm or firms which dominated the indus-
tryin Japan but from their aggressive but fast rising rivalsin
the second tier.

Finally, for the largest Japanese firms, Canada’s focus
should be on securing the second plant, the second produc
line, or the secondary parts of the manufacturing process.
Large Japanese firms, such as Toyota, wishing to serve the
entire North American market typically begin in the south |
— in California, Georgia or Kentucky — and then, for
their second or subsequent plant, look northward — t0
New York, Pennsylvania, Ohio, Michigan, or Ontario. =




Jntario’s proximity to the northern tier industrial-midwest
iakes it an excellent candidate for the Japanese firms’
| .ond North American but first snowbelt plant. Similarly,
hile the first North American plant will typically be dedi-
ted to producing the product line with the largest mar-
et, economies of scale, value added and prospects for
consumption growth, the second plant has a good claim on
e product lines that rank second on these criteria. Having
e North American product mandate for the second best
roduct line of a large competitive Japanese firm remains a
ich prize for any Canadian plant. Here Toyota’s combina-
on of a large plant for its larger cars in Kentucky and a
maller plant for its smaller cars in Ontario is indicative of a
roader business logic.

uilding the north Pacific bridge
Having identified the target audience, the first chal-
nge is to undertake measures designed to increase the
wareness which those Japanese have of the advantages of a
anadian location, in terms that will be effective within
eir business decision-making environment. And to know
hat message is effective it is necessary to ask the right
uestions. The information flow about Canada heretofor
asbeen dominated by Japan’s organized big business com-
unity, which periodically sends study missions to Can-
da, issues reports based on their findings, and then sur-
ys the attitudes of their member firms in Japan. It is
rtainly less expensive to rely on the Japanese big business
mmunity to tell Japanese firms about Canada, and to tell
anada what those Japanese firms think. But the Canadian
overnment could usefully conduct regular, professional
titude surveys of targeted Japanese firms, and those
nown to be potentially interested in investing in Canada.
xpanding the latter groups requires, inter alia, raising the
ublic profile in Japan of Canada’s position as a modern,
chnologically advanced country, through devices such as
panese Prime Minister Nakasone’s visit to a Northern
elecom plant in Canada in January. Similarly the Prime
inister of a major Pacific power could well, during his first
rm in office, reciprocate with a bilateral visit to Japan, at
time when Japanese media attention is not saturated with
€ pageantry surrounding a Summit Seven gathering, and
ith an itinerary that gives visibility to those smaller Jap-
nese firms successfully joint-venturing in Canada and
ose smaller Canadian firms successfully selling high tech-

ology products in Japan.

{  Thenext stage is forging between Japanese and Cana-
dian firms, at a personal and corporate level, the ongoing,
long-term business partnerships that Japanese companies
value so much. One method to help such partnerships is to
introduce to Tokyo a full array of business-based voluntary
associations as devices to bring the local and visiting Cana-
dian community-into regular, informal contact with inter-
ested host national counterparts and associates. Further-
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more, the criteria for federal government support and
sponsorship for fairs, missions and individual visits should
be adjusted to encourage repeat encounters by the same
firms, rather than presenting the Japanese with a bewilder-
ing array of ever-changing and impatient Canadian busi-
ness faces over in Tokyo for one-visit stands.

For these relationships to develop from exchanges of
information and trade into technology agreements and
joint ventures, what is required is a permanent presence in
Tokyo by professionals in a particular, targeted industry
sector. The recently formed Canadian Chamber of Com-
merce in Japan, and the Federation of Canadian Manufac-
turers in Japan represent a valuable start of a Canadian
business presence in Japan. Canadian governments could
profitably adjust their existing business support programs
to encourage Canadian industry associations to set up shop
in Tokyo, perhaps using provincial government offices as a
base for this purpose. Staffed by business professionals
expert in a particular sector, such associations could advise
Canadian businessmen on how to avoid such simple prob-
lems as smothering potential Japanese partners with the
extensive and expensive legal contracts and paperwork so
integral to North American, but so alien to Japanese,
business.

A final but often forgotten task is to ground the Cana-
dian end of the north Pacific bridge in a firm foundation of
success, so that the Japanese firms which take a chance on
Canada can more easily diffuse their technologies and
management methods throughout Canada, expand their
investments, and communicate the good news to potential
followers back home. While Canadian governments cannot
guarantee commercial success, they can provide the social
infrastructure to render more comfortable the lives of
those Japanese managers who produce such success, and
their families who support them in this task. The highly
talented Japanese manager, or engineer, or technician who
is badly needed to run his firm’s new plant in Canada, and
thus bring his expertise into the Canadian business com-
munity, is often faced with the unenviable choice of living
alone for two years in suburban North America or wrench-
ing his wife and family out of the tightly-knit Japanese
community and fiercely competitive Japanese educational
system. Neither choice is suitable from the standpoint of
the sociology of business success, especially in joint ven-
tures between smaller scale firms. The recent generation of
Japanese investment in the manufacturing sector in Can-
ada is heavily concentrated within a 200-kilometre radius
of Toronto, with a particularly dense cluster in the
Cambridge-Guelph-Kitchener/Waterloo triangle. The
Ontario government, working with local community
groups and universities, could usefully start planning how
to lessen the linguistic barriers faced by Japanese families
in their new environment, as well as the real social, cultural
and educational costs they pay for accepting a Canadian
assignment. O
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Surviving freer trade
with the US

by Earl H. Fry

Within the very near future “freer-trade” discussions
between Canada and the United States will commence.
Unfortunately, the chances of achlevmg a significant trade
accord are extremely limited.

I shall argue in this article that trade and investment
ties between the two North American nations are very
important for both economies, but much more so for Can-
ada than for the United States. My-position is that Ottawa
should be pushing for a general free trade agreement which
would exempt certain sectors, permit relatively long phase-
in periods, and include specific safeguards, guarantees,
and trade adjustment mechanisms.

Because of fleeting interest in such an accord on the
US side of the border and the parochial disposition of
Congress, Ottawa should be pushing vigorously for this
agreement and hope for a signing within eighteen months.
However, because of the ambivalent feelings which many
Canadian politicians and citizens in general harbor con-
cerning closer economic integration with the United
States, the chances of a sweeping trade and investment pact
being signed are slim. Instead, Ottawa will probably rely
on (1) the final implementation phase.of the Tokyo Round
agreement, (2) a few ad hoc bilateral accords to soothe
specific trade and investment irritants, and (3) whatever
might be agreed to in a new round of multilateral trade
negotiations to quietly bring about closer economic inte-
gration between the two markets. Although such a strategy
makes a great deal of sense in terms of Canadian domestic
politics, it will make Canada extremely vulnerable in any
future trade wars between the United States on the one
side, and the European Community and Japan on the
other. There would be nothing but losers in any major trade
skirmish, but the most battered and beaten victim would be
Canada.

World trade leaders

As is common knowledge, the volume of trade be-
tween the two North American neighbors far surpasses
that of any other dyad of nations in the world. In addition,
these two countries also rank as the number one and num-
ber two host nations for foreign direct investment, with the
United States attracting three times as much investment as
Canada. Most of the investment in Canada comes from the
United States, and Canadians in turn rank as the third
largest investors in the USA after the British and the
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. has suffered trade deficits totaling almost $400 billion over

Dutch. Canadian investment in the United States more
than doubled over the past decade.

These figures clearly illustrate that Canada-US trade:
and investment linkages make an important contributi
to the economic well-being of the citizens of both countries,
For example, Canadian exports to the US in 1984 acounted
for about one-fifth of all jobs in Canada. Exports currently
represent somewhat less than 30 percent of Canada’s GNP,
with the United States the recipient of three-fourths of
these exports.

For its part, the United States continues to be the
world’s leading nation in volume of trade, even though i

the past four years. Exports and imports were worth ap-
proximately $560 billion in 1984, accounting for about 3
percent of US GNP. Canada is the most important export
market for the United States, receiving almost 20 percent
of all US exports, one-and-one-half times greater than
exports to America’s second-ranking market, Japan.

Thus, the United States and Canada owe much of their

prosperity to involvement in the international economy, = { . 0
and, in an increasingly interdependent world, trade and taking
investment linkages overseas will become even more im- 7 OTItes
portant for both nations. However, Canada is much more | (fa08
vulnerable to protectionist pressures at the internationa effect,
level than is the United States. develc
may i
borde
Canadian vulnerability P
Why is Canada so vulnerable? First of all, trade ac- and 1r
counts for more than twice the level of total GNP in Canada USA.
asit doesin the United States, and the USA has done much . natior
better than Canada in creating jobs in domestic-oriented 1968,
industries. state
Second, many of Canada’s provinces depend greatly » states
on international trade and their governments are very Acto
much involved in pressing for a secure and enhanced access In th
to the US market, which is ten times larger than Canada’. Bom
Almost two-thirds of the economy of British Columbia is 11323 |
bly |
firms
unde
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ied in directly and indirectly to export activity, and almost
1 of the provinces are more dependent on international
ttade than their US counterparts. In California, for exam-
1le, one million jobs are linked to trade, and trading ac-
tivity brings in annually $3.5 billion in taxes and $35 billion
ih revenues. Although California is the US leader in inter-
aational trade, it is still much more dependent on domestic
trade flows. Moreover, with California’s population equal
y that of all Canada, its per capita international trade
figures are small in comparison to those of many Canadian
rovinces. The state/provincial role in any future bilateral
rade agreement will be discussed in greater detail in the
ext section.
Third, the Canadian government is much more depen-
dent on revenues generated from export activity than its
ounterpart in Washington. This dependency is linked not
nly to GNP figures, but also to the need for servicing large
nd growing federal government deficits. Much publicity
as been accorded to the US federal government’s spiraling
udget deficit, but Canada’s budgetary woes even surpass
hose of the United States, with Ottawa having to earmark
a higher percentage of revenues just for debt-servicing

It is clear that both nations are burdened with ex-
remely high deficits, but Ottawa definitely has a greater
eed for revenues generated from exports in order to avoid
aising taxes to pay for government-sponsored programs.

With approximately 75 percent of all Canadian exports
destined for the United States, and with Canada register-
ng huge trade surpluses and even modest balance-of-pay-
ments surpluses with the US over the past few years,
Canadian dependency on access to US markets may be

i | greater than ever before.

tate and provincial obstacles

Ottawa and Washington also face the challenge of
taking into account state and provincial government pri-
orities in determining the practicality of any future trade
arrangement between the United States and Canada. In
effect, many states and provinces aré in the process of
developing their own grassroots industrial strategies which
may impact either positively or negatively upon cross-
border transactions.

Protectionist sentiments have fostered various trade
and investment restriction policies at the state level in the
USA. For example, a state court has determined that five
nations have violated Pennsylvania’s Trade Practices Act of
1968, so products from these countries cannot be used in
state government-sponsored construction projects. Many
states have also copied parts of the original Buy American

Act of 1933 for their own government procurement codes. ,

In the case of the subway deal between Montreal-based
Bombardier and New York City, the Canadian firm guaran-
teed 40 percent US content, of which 16 percent would be
New York State content, and also agreed to build an assem-
bly plant in New York. One should emphasize that US
firms have faced similar provisions in Canada as a result of
under.takings mandated by both federal and provincial
agencies. ‘ '

. State governments continue to exercise broad powers
I the areas of land use, insurance and banking, environ-
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mental controls, hazardous waste disposal, labor relations,
civil rights, and corporate taxation and chartering, all of
which may impact upon foreign investors or firms trading
with these states. For example, the worldwide unitary taxa-
tion formula used by a few states, particularly California,
may have extraterritorial dimensions and distort the faith-
ful implementation of bilateral taxation treaties.

Governments at the state level are also in the process
of developing their own industrial policies and this will
certainly have an impact on future trade and investment
activity. In total, state governments now spend over $20
billion annually on international trade activities and on
investment incentive programs. Two dozen states are di-
rectly involved in the venture capital game and several have
set up industrial parks, enterprise zones, and greenhouse
projects to spur on economic development.

Fifteen state governments are now offering direct ex-
port aid to local companies and another ten have legislation
pending which would provide such assistance. This aid is
both in the form of information and dollars. Within five
years, annual state government export aid might reach
$600 million and would represent an important alternative
to Export-Import Bank authorizations. Whether or not
some of this aid would be considered as an export subsidy,
and would run afoul of GATT agreements remains to be
seen.

State versus state; province versus province

In addition, economic competition among state and
provincial governments remains very intense and beggar-
thy-neighbor tactics characterize some of the interactions
among subnational units. For example, South Dakota ac-
tively seeks to lure companies from neighboring Min-
nesota. By eliminating personal, corporate, and personal
property taxes and offering moderately priced unemploy-
ment ‘and workman’s compensation insurance, South Da-
kota has lured more than sixty firms away from Minnesota
over the past several years. Indiana business development
officers spend time in Michigan, Missouri’s Governor
meets with business representatives in Illinois, North Da-
kota officials host receptions for businesses in Manitoba,
and Ottawa works with various provincial governments to
entice firms to locate in Canada instead of in neighboring
US border states. A classic example of cross-border com-
petition occurred a few years ago when a combined incen-
tive package worth almost CDN$70 million was pieced
together by Ontario and Canada in order to entice Ford to
locate a new plant in Ontario instead of Ohio. Early in 1985
Ottawa signed a CDN$350 million industrial development
pact with Quebec that stipulates that both levels of govern-
ment will cooperate fully in attracting new investment to
that province.

State governments as well are becoming actively in-
volved in economic matters in general, and international
trade and investment issues in particular. The states have
not demanded a direct voice in the bilateral trade discus-
sions, unlike their Canadian counterparts at the recent
First Ministers’ Conference in Halifax. On the other hand,
the voice of the states is directly felt in Washington, mainly
through the US Senate and, to a lesser extent, through the
House of Representatives. The fears and aspirations of the
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state governments concerning a bilateral trade accord will
be articulated quite well in the corridors of Congress and
through such key executive branch agencies as the Office of
the US Trade Representative.

How free the trade?

In my opinion;, Canada and the United States should

_ vigorously pursue a broad-ranged free trade accord. Free
trade would include an absence of both tariff and non-tariff
barriers, but certain sectors could be removed from free
trade consideration because of their political or economic

_ sensitivity. In addition, other sectors would be subject to a
phased-in timetable Wthh would permit both industry and
labor groups adequate time to prepare for free trade condi-
tions. Trade-adjustment assistance would also be available
for severely impacted economic sectors. If carefully pre-
pared, the trade agreement would be fully compatible with
GATT Articles 24 and 25 and would not jeopardize the
international trade commitments of the United States and
Canada. In addition, point-of-origin and other related fea-
tures of the trade agreement should comply with GATT
standards and thereby allay fears of the Japanese and oth-
ers that the bilateral discussions are primarly intended to
create a “Fortress North America.”

Yet, I am not optimistic. The free trade issue is still a
political hot potato in Canada and many political leaders
would prefer that trade liberalization occur gradually and
quietly through the multilateral trade negotiation route
and through ad hoc bilateral talks on such issues as phar-
maceuticals, lumber and book publishing.

Many leaders on both sides of the border are also
ignoring how complicated the trade agenda will be. Cana-
dian negotiators must be extremely sensitive to the com-
plaints of a very vocal domestic opposition and both sides
must make a good faith effort to satisfy the growing de-
mands of their subnational governments. In addition, how
do the negotiating teams resolve the following issues in a
very short period of time?

~

1. Government procurement codes at the national,
state and provincial levels

2. Safeguards

3. Production and market guarantees
4. Point-of-origin conflicts

5. Currency stabilization guidelines
6. Antitrust rules
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7. Extraterritorial actions

8. Investment review and restrictions

9. Liability laws

10. Warranty and product guarantee codes

11. GATT Articles 24 and 25 provisions to negate
the notion creating a “Fortress North America”

12. Patents, trademarks, and copyrights

13. Provincial and state government controls over
certain economic sectors

14. Rules governing Crown corporations or gov-
ernment-controlled enterprises

15. Movement of labor across national, provincial
and state borders

16. Transportation regulations

17. Countervail stipulations

18. Dumping :

19. Licensing standards

20. Technology transfer codes

21. Taxation, including unitary formulas
22. Environmental protection

23. Regional subsidies

24. Financial sector regulations

25. Cultural issues

26. Phase-in periods

27. Sector “swapping”

28. Dispute settlement mechanisms.

Canadians can perhaps be complacent and hope tha |
the current bilateral trade relationship highlighted by
healthy trade surpluses and relatively open access to the

US market will continue. However, heavy dependency on
trade with the United States will make Canada the major
victim of any future protectionist battles pitting the United
States against the major industrial powers of Europe and
Asia. Canada simply cannot expect-to be exempted from
any trade skirmishes without a pact assuring access to the
US market.

In the long run, both sides would suffer from the
failure to produce a meaningful free trade accord. How-
ever, Canada has by far the most to win or lose, and the
burden rests on Ottawa to provide momentum and sub-
stance for the upcoming negotiations.
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order broadcasting
and free trade
{by Donald Barry

Cultural sovereignty has become one of the most con-
troversial issues in the current Canadian debate about free
itrade with the US. Discussion about the effects of the
biquitous US presence on Canada’s cultural values is, of
course, hardly new. What is striking about the present
debate, however, is the extent to which those values have
become indentified with existing national policies designed
to achieve them.

The debate itself has been simultaneously shaped by
the American cultural impact on Canada and by US pres-
sures on Canadian policy restrictions aimed at offsetting it.
To be sure, there are some who simply decry cultural
nationalism and others who say that current policies must
be continued despite American opposition. But many of
those who argue that culture should be included in forth-
coming free trade negotiations seem to assume that the
costs of cultural protection are too high and not worth the
price of possible US retaliation. On the other hand, many
of those who argue that culture should be excluded from
the talks apparently believe that US objections to Cana-
dian restrictions are based on a misunderstanding of the
measures and that more and better explanations of those
actions would change US views. Both groups, however,
display more than a little confusion about the ends and
means of Canadian cultural policies. In particular, they
overlook the fact that US criticism of those policies is not
directed at their purposes, but at their implementation.

This will hurt you, but it’s good for us

The consequences that can result from this confusion
are wellillustrated by the long standing Canada-US dispute
over border broadcasting. The issue has been on the bilat-
eral agenda for more than a dozen years. It arose in the
early 1970s as a result of Ottawa’s efforts to strengthen
Canadian television by ending the drain of domestic adver-
tising dollars to US border stations reaching Canadian

¢ viewers mainly via cable TV. The roots of that policy lie in ,

the rapid expansion of cable television in Canada since the
1960s which has brought US TV to most Canadian house-
holds. Initially this expansion was accompanied by a major
CXOd}l§ of Canadian business advertising to US border
television stations. As aresult, Canada’s television industry
experienced annual direct revenue losses in excess of $20
Hnlhoq and indirect losses, due to reduced multinational
advertising, of $30 to $40 million each year.

As the Canadian Radio Television Commission
(CRTC) and the federal government saw it, such losses

A cultural issue
But sell it right

would have a corrosive effect on the quality of Canadian
broadcasting and ultimately on Canada’s nationdl identity.
Accordingly, they initiated measures to discourage Cana-
dian businesses from advertising on US stations. In 1972
the CRTC began requiring domestic cable operators which
carried US stations to allow Canadian broadcasters to
delete US commercial messages and to “simulcast,” with
Canadian commercials, those Canadianized versions on
the US as well as Canadian channels. This was followed by
1976 legislation (Bill C-58) which removed tax concessions
for Canadian advertising on US stations which was aimed
at the Canadian market. The measures were undertaken in
conjunction with Canadian content regulations which set
minimum standards for domestic programing.

Neither body seems to have given much thought to the
bilateral implications of the moves, viewing them solely as
domestic actions to enhance the viability of Canadian tele-
vision. The measures were welcomed by Canadian broad-
casters and achieved their revenue goal. But they had
significant financial consequences for at least fifteen televi-
sion stations in eight US states (Washington, Montana,
North Dakota, Michigan, Pennsylvania, New York, Ver-
mont and Maine) along the Canadian border. Claiming
losses of more than $20 million annually, the stations form-
ed themselves into a potent pressure group to lobby the US
government and Congress to induce Canada to modify its

policy.

Border broadcasters fight back

The border broadcasters first approached the US State
Department during the commercial deletion phase of the
Canadian actions. The State Department responded by
seeking consultations with Ottawa. The Canadian govern-
ment not only refused the requests but went on to enact Bill
C-58 which eliminated tax breaks for Canadian advertising
placed on US television stations. (The legislation also ap-
plied to foreign publications, ending the Canadian status of
Time magazine.) The broadcasters accordingly took their
case to Congress where they found a sympathetic audience
among border state Senators and Representatives.

Retaliation followed in 1976 after the US broadcasting
lobby persuaded its legislative allies to link the Canadian

Donald Barry teaches political science at the University of
Calgary. He is currently Resident Historian in the
Department of External Affairs in Ottawa.
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advertising restrictions to a recently passed US measure
limiting the tax deductability of American travel to foreign
conventions, making modification of those Canadian re-
strictions a condition for relief from the US convention law.

The convention measure had a serious impact on the Cana-.

dian convention industry which estimated its resulting
losses at more than $100 million annually. Ottawa declared

a moratorium on commercial deletion. But it refused to
alter Bill C-58, insisting that it was essential to Canada’s
cultural sovereignty. This explanation had no impact on US
legislators, who asked why their constituents should have
to pay the price for Ottawa’s policy.

Congress finally repealed the linkage in 1980 because
of pressures from a coalition of legislators and domestic
interests which had its own reasons for opposing it. The US
government also exempted Canada from the convention
law in a new bilateral tax treaty, but not before American
officials had used the linkage to strengthen thelr bargaining
-hand in that negotiation.

- .. In the meantime, the border broadcasters took their
complaint to the US Trade Representative, claiming that
Bill C-58 discriminated against American trade under the
terms of the US Trade Act. The Trade Representative
agreed with the-broadcasters, as did President Carter who,
in September 1980, asked Congress to retahate against the
Canadian measure by passing “mirror” legislation that
would deny tax concessions to US businesses for advertis-
ing placed on Canadian stations in order to reach US
viewers. (The measure was ultimately enacted in 1984. Its
primary effect is on the television station in Windsor,
Ontario, which reaches the Detroit market.) However, the
border broadcasters, protesting that the mirror law would
not restore their lost revenue, kept up their pressures for
redress. They soon gained additional allies among US
legislators who saw the case as an important test of mecha-
nisms designed to protect US interests against discrimina-
tory foreign trade practices. Canadian lobbying efforts to
thwart the border broadcasters and their congressional

- supporters were ineffective. BN

Failed compromise

A 1982 threat by US legislators to remove tax con-
cessions on American purchases of Canadian Telidon
equipment failed owing to widespread opposition from the
US communications industry. The incident did generate
interest in finding a solution to the broadcasting dispute.
However, the Canadian government refused a US compro-
mise solution that would have given Canadian businesses
tax deductions for their American advertising expenses on
a pro rata basis, according to the US stations’ Canadian and
American aundience shares.

The Mulroney government, in advance of the March
1985 “Shamrock Summit,” considered allowing Canadian
business.to claim 50 percent of their US advertising costs.
However, the suggestion was strongly opposed by Cana-
dian broadcasters. It was also rejected by the border
broadcasters who would have gained more under the US
proposal. The broadcasting issue will likely surface once
again during forthcoming Canada-US trade talks.

(Indeed, the dispute would escalate if the CRTC were
to adopt the current proposal of the Canadian Association
of Broadcasters to require Canadian cable companies to
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* delete US programs in series carried simultaneously int

two_countries, and replace them on US channels yij
whatever episode in that series was appearing on the Cay N
dian stations. This would occur in series that had bey

“stripped,” that is, in those originally-weekly series ny
being re-run daﬂy at the same hour, but with differ
episodes, in both countries. This proposal would, fort -
first time, reduce US television stations’ access to our my
ket and restrict Canadian viewers’ options.)

Ottawa has so far emerged from the broadcastiy
dispute with its legislation intact. But, as a result of
pressures, the measure has probably cost the Canadi
economy far more than the financial benefits it has pr
duced. In the first place, the effects of the convention ta
broadcasting linkage cost Canada some $80 million mor,
than the US each year it was in effect. Second, it seem
clear that the US successfully exploited the connectioni
the negotiation for a new bilateral tax treaty. Indeed
American officials claim that, under pressure, Ottay
agreed to reduce its withholding tax on US direct dividend:
earnings in Canada from 15 to 10 percent in return for ¢
treaty’s convention travel exemption. Third, the US h
enacted a mirror retaliation provision against Bill C-5,
although its impact on Canadian broadcasters is much less :
than the effects of Bill C-58 on US stations. Finally, aslong
as the broadcasting issue remains active it has the potential;
to complicate the resolution of other bilateral issues.

Protecting Canada’s infant broadcasters
Given the price that Canada has paid for its bord
broadcasting policy, it is tempting to agree that Canadi:
ought to abandon Bill C-58. But the justification for th
legislation seems convincing. To deliver the television i,
dustry to the market place would be to aggravate a situation
in which Canada’s broadcasters must compete in the Canz
dian market with their US counterparts, who already enjoy
a huge competitive advantage in program production.
Yet, to argue that Americans would accept Bill C-58f
only they understood it better is to assume that the US
would be willing to bear the cost of that action. It is nothing
less than a plea for special status which would place the
measure at the mercy of US good intentions. And Amer
ican responses to Bill C-58 to date demonstrate that the US
is not willing to assume the financial burden of that policy.
It appears that Ottawa is caught in a major dilemma. -
On the one hand, to eliminate Bill C-58 could diminish
Canada’s cultural viability. On the other hand, to continue -
it could complicate Canada-US trade talks and invite fur .| It
ther bilateral disruptions. Yet in many respects this di- - { qemise
lemma is more apparent than real. It isimportant torealize
that US objections to Canada’s policy are not aimed at its
goal but at the way in which it is being pursued. For
example, in recommending legislative retaliation against
Bill C-58, President Carter observed, “The Canadian law
was intended to strengthen the Canadian broadcast indus-
try as an aspect of Canadian culture. However, the law
places the cost of obtaining that objective on US companies |
and thus unreasonably and unnecessarily burdens US com- |
merce.” His statement was echoed by the border
broadcasters. As one of their spokesmen put it, the broad- |
casters appreciate the cultural concerns that underlie Bill
C-58, but “such concerns do not justify a policy so point-
edly unfair and one-sided.”
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oration could work

Yet, the Canadian government has other means of
hieving its aim. For example, it could adopt an amended
rsion of the pro rata tax deductibility scheme for Cana-
an business advertising on US stations. The feasibility of
ch action is supported by a 1983 study of Bill C-58’
nancial consequences by Donner and Kliman, which ob-
rves that a formula which prorates that legislation “on an
quitable basis for all the participants can be easily de-
ned.” In addition, revenue earmarked by Canadian
roadcasters for priority domestic programing could be
ade eligible for matching public subsidies under an ex-
anded Canadian Broadcast Program Development Fund,
hich supports domestic program production. Moreover,
nce Canadian television is generally a lucrative enter-
rise, despite its continuing need for program production
pport, Ottawa could require stations which have excep-
onally large profits to use their excess earnings to aug-
ent their domestic programing.

enefits of action
Any relaxation of Bill C-58’s provisions with respect to
oadcasting undoubtedly would be opposed by the Cana-
an television industry. However, modifications such as
ose identified here could produce a number of beneficial
nsequences. First, they would maintain an incentive for
4 anadian businesses to advertise on domestic stations.
Second, they would promote Bill C-58's ultimate cultural

Still rosy
Life after the North Sea

PEC’s future

by Richard D. Vanderberg

It has become fashionable to predict the forthcoming
demise of The Organization of the Petroleum Exporting
Countries (OPEC). Such predictions appear to be based
more on wishful thinking than on the facts. Theyignore two
conditions. The first is the supply and demand factors
affecting the international petroleum market; the second is
the nature of OPEC as a political organization — as an
ntltergovernmelftal organization of thirteen developing
states.

When these two failures are rectified by even a cursory
¢xamination of the existing factual information which is
available, the predictions are altered significantly. Then the
long-term future of OPEC is seen ta be bright. Shortly
afte'r 1990 OPEC countries will have a virtual monopoly in
the international supply of oil. That means it will be able to
unilaterally set the international price of oil.
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purpose. Third, the changes would minimize the possibility
of future bilateral friction over the measure. Fourth, they
would strengthen Ottawa’s case in resisting possible US
pressures to allow Tirme magazine to reestablish in Canada.
The principle involved is that neither country is obliged to
extend special treatment to the other to the detriment of its
own interests. (Bill C-58 affected Time by putting it on the
same footing as other foreign periodicals from the stand-
point of Canadian advertisers. It replaced previous Cana-
dian legislation that contained a special exemption which
permitted Time to operate in Canada on equal terms with
domestic publications which did not enjoy the same com-
petitive advantage.)

The bilateral economic consequences that can result
from cultural protectionism will make it difficult to exclude
cultural issues from Canada-US free trade discussions.
American opposition to Ottawa’s restrictions clearly shows
that the US is unwilling to pay the price of Canadian
cultural measures that arbitrarily disadvantage US inter-
ests. Yet, this does not necessarily mean that free trade and
cultural sovereignty are incompatible. As the border
broadcasting example shows, the methods used to pursue
cultural goals do make a difference. However, we have
neglected their importance. We ought to take them more
seriously. For to confuse policy ends and means is to pre-
clude the search for effective options through which we can
ensure our cultural sovereignty.[]

Changes in the industry

Additionally, the nature of OPEC activities has been
changing rapidly. 1t is no longer concerned exclusively with
the production of crude oil. In recent years OPEC coun-
tries have been moving from being somewhat insignificant
suppliers of crude oil to also refining and marketing that
oil. They have been building their own refineries. These are
among the most advanced and efficient in the world —
much more so than most refineries in Europe and North
America. Those OPEC refineries are one reason why refin-
eries in North America, including Canada, and in Western

Richard D. Vanderberg is in the Political Science
Department at the University of Calgary.
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Europe, have been closmg Downstream (i.e. reﬁmng and
- marketing) profit margins have, until recently, been lower
than they have been for decades. As the OPEC countries
ship more refined petroleum, the need for refineries
elsewhere diminishes. This fact concerned officials from
the oil companies and members of the federal and provin-
cial governments last September at an oil and gas markets
conference held in Calgary.
The situation with tespect to refining is a reflection of
the major changes which have taken place in the interna-
tional petroleum industry. The traditional fully-integrated
approach which was once the standard method of opera-
tion for the international oil companies is now largely a
thing of the past. There have been significant reductions in

those companies’ access to equity oil. This developmentisa

direct outcome of the OPEC countries asserting their sov-
ereignty over their natural resources, especially pe-
troleum, in the early 1970s. Coupled with.that change,
some_would say revolution, has been the rise in importance
of the national oil companies of the OPEC countries.

These national oil companies’ refineries are new, state-
of-the-art plants which are profitable and capable of pro-
ducing the products currently being demanded. The nature
of these products has undergone large changes since 1973,
marked by a continuing movement towards a whiter barrel,
while the demand for fuel oil has been almost cut in half.
Canadian demand has followed this trend, but with an even
greater reduction in the demand for fuel oil.

These developments have meant that the downstream
operations of the major oil companies have had to show a
profit in their operations or be closed. With the increased
refining capacity in the OPEC countries a situation of over-
capacity, and therefore intense competition, has arisen.
The result has been steadily falling refinery utilizations
from around 90 percent in 1973 to a world average of
approximately 75 percent today. In 1984 Canada’s utiliza-
tion rate was down to 82 percent. .

In addition to building refineries in their own coun-
tries, the OPEC countries have recently acquired refineries
in consuming countries. The purpose of these new refin-
eries is to ensure “security of outlet” for their production.
Itis one more step in their long-term efforts to reduce their
dependence upon foreign-owned corporations.

Economics of oil '

We are finding less oil in the world every year. What oil
we do find is more expensive. The cost of producing oil in
the OPEC countries is the lowest in the world. This gives
the OPEC countries an unbeatable advantage in selling oil.
The market price of oil probably will not rise very much
until after 1990 because several non-OPEC countries are

"producing oil as fast as they can. This has caused a surplus,
resulting in a decrease in the real price of oil. Great Britain
is a good example of this. But it will run out of this oil in
about ten years. At the same time the demand for oil has
temporarily fallen because of the recession and also be-
cause of conservation. Therefore, the price of oil now is
low, due to this relatively high supply and low demand.

But what will be the situation after, say, 19907 If you
look at the projections of the major international oil firms
they all agree. The world will be forced after the early 1990s
to rely upon OPEC countries for most of its oil supplies.
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Even now OPEC oil reserves are more than two-thirds g

the world’s proven reserves. When the oil in the North §¢,|-

and less productive areas runs out, that will leave OPECy|

the primary supplier for the international petroluey|

market.

In the years immediately following the Iranian Rev. |
lution the international demand for both oil and gas d¢.|
clined for several years. As a result of that decline exces:
production capacity developed. This, in turn, has led

increased competition among energy producers. More r;.
cently, as a response to lower energy prices and a r.|
surgence of economic growth, the demand for all forms of
energy is again growing steadily. The worldwide demand
for energy of all forms was approximately 96 million bar
rels per day of oil equivalent in 1984. That is expected t
increase to approximately 108-million barrels per day iy
1990 and reach 128 million barrels per day by the year 200,

- Many projections of the world demand for oil place
the growth rate at 1 percent per year. Two-thirds of tha
growth is anticipated to come from the developing coun-
tries. This implies that the world oil demand will grow from
approximately 46 million barrels per day in 1984 to 49
million barrels perday in 1990 and reach a demand of about
54 million barrels per day in the year 2000.

Demand turning around

Because of the dramatic increase in the price of ol
during the decade of the 1970s the increase in the demand
for oil has been reduced. The restraint in the demand for
oil is also a result of the worldwide recession affecting the
Western industrialized countries. That recession is now
moderating, and the increasing economic vitality is now
coupled with a decline in the real price of oil of more than
20 percent since 1981. This economic prosperity when
added to the diminished real price of oil has again pro-
duced an increase in the demand for oil.

The increase in the demand for oil is not being experi-
enced primarily in the developed world. There the effects
of conservation have been noticeable. New cars are more
energy efficient than older models. There has been an

increase in the use of coal for energy generation. In Europe |

nuclear generation of power continues to increase. More

projects of this type are under construction.

The situation is significantly different in the develop- |

ing countries. There capital intensive alternatives to oil ar¢
not as prevalent. One reason is the large external debts of
many of those countries. Those debts render the possibility
of obtaining foreign loans to finance new, non-oil power
plants extremely difficult, if not impossible. Also, where
such loans are possible, the high interest rates applied to
them make such potential investments impractical from an
economic point of view. Even so, in the developing coun-

tries the demand for oil will decline as a share of energy us¢
because of the necessity to restrict to a minimum the use of

those countries’ very-limited quantities of foreign
exchange.

OPEC reserves solid
It is when we examine the future supply of petroleum

that the crucial future importance of the OPEC countries |
becomes obvious. The supply of oil from non-OPEC coun-
tries will peak within the next few years. At the same timé |




at supplies from non-OPEC countries are peaking, and
en beginning their long-term decline, the petroleum sup-
ies from OPEC will be moving in the opposite direction.
PEC production of crude oil and natural gas liquids was
pproximately 19 million barrels a day in 1984. It is pro-
cted to increase to 28 million barrels a day by the year
£000. :
1 One cause of the decline of non-OPEC supplies is that
cent prices for crude oil have seriously discouraged ex-
oration and development efforts in non-OPEC coun-
ies. This will result by the 1990s in slowly declining
production.
{  Itis true that the increase in oil prices during the 1970s
{did greatly increase the search for oil. What is frequently
overlooked is that most of the new exploration was con-
fined to North America, which accounts for approximately
70 percent of all drilling activity in the non-Communist
world. The reason for this is threefold. First, the oppor-
tunities outside North America were viewed as being less

Still rosy

secure. Second, those non-North American areas were less
favorable for tax reasons for North American-based com-
panies. The result was the concentration upon exploration
in North America.

Non-OPEC problems

This exploration did produce many small fields. It did
not produce many larger ones. The failure to find large oil
fields meant that exploration and development costs were
rising. This occurred at the same time that uncertainty was
increasing regarding prices. Drilling reached its peak in
1981. Since then the rig counts in North America have
fallen by about half.

The third reason for the North American domination
of oil exploration, and the most important one, is that
supplies of petroleum in non-OPEC countries ar€ running
out. The United States is now a net importer of major
propottions. This will continue and increase. The supplies
of petroleum in the North Sea are limited and will begin to

OIL STATISTICS

World Proven Crude Oil Re-

serves by Regions 1983
(Million Barrels)

World Crude Oil Production 1983

Canada .
United States

Mexico
Venezuela

Norway
United Kingdom

Iran

Irag

Kuwait

Saudi Arabia

United Arab Emirates

Libya
Nigeria

North America 34030.0

Latin America 83416.9

Western Europe 23634.5

Middle East 391983.3

Africa 56964.3

Thousand Barrels % Change
per Day 1983 over 1982

9,999.5 0.7
1,343.5 6.0
8,656.0 -0.1

6,072.1 -2.1
2,665.3 -3.0
1,800.8 -5.0

3,440.0
656.3
2,300.0

11,138.8
2,417
1,098.8
1,054.1
4,539.4
1,149.0

4,505.0
1,104.9
1,235.5

Asia and Far East
Indonesia

Oceania

Communist Countries
China
USSR

Total World
OPEC

Source: OPEC

17123.2

1756.0
84355.0

693263.2
470559.8

2,373.7
1,245.3

43214

14,815.8
2,121.4
12,325.0

52,777.0
16,988.7
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diminish during the next decade. Supplies from the Com-
-munist bloc will not find their way onto the international

market because of the increased demand for them within-
that bloc. Neither can we look with optimism to substan-

tially increased supplies from enhanced oil recovery. Esti-

mates are that by the year 2000 such. methods may account’

for no more than half-a-million barrels a day of additional
supplies. Lastly, neither can we expect synthetic fuels to
provide enough additional petroleum to alier the situation
ina meamngful way. Given the projections of future crude
oil prices, such developments are uneconomic.

The prospects of maintaining non-OPEC petro]eum
supplies at their current levels in the future appears re-
mote. Most of the major sedimentary basins have been
explored already. Few of the remaining unexplored areas
hold the promise of another Gulf of Mexico or a North Sea.
Additionally, many of the yet unexplored promiising areas
lie both in areas remote from markets and in inhospitable
environments. To even attempt to slow the decline of non-
OPEC oil would require amounts of capital expenditure
which could only be described as enormous. Such a level of
expenditures will not be forthcoming without price sta-
bility in the oil markets. This is largely dependent upon
OPEC. v

The recent behavior of oil prices gives little basis for
optimism. Rarely. is oil being sold at a long-term fixed
price. More commonly it is being sold on a short-term basis
or on the spot market. Current estimates place the amount
of oil being sold on the spot market at near 70 percent. This
is a significant change from the not too distant days when
the spot market accounted for only 5 percent of world
petroleum sales. It appears that the recent trend towards a
commodity market approach to oil has developed a mo-
mentum which may be difficult, if not impossible, to
reverse.

The present situation of slowly increasing demand and
the peaking of non-OPEC supplies implies an increasing
reliance upon OPEC in the coming years. It has not been so
apparent to many casual observers because more than one-
third of OPEC’s production capacity stands unused. An-
other reason it has not been noticed is that in recent years
the price pressures of 1nternat1ona11y traded petroleum
have been downward.

OPEC priorities

The one controllable causal factor in the decrease in
the price of oil has been the high level of production in non-
OPEC countries. This production has increased by about 4
percent over last year. The major source of this increase has
been the North Sea countries. The high levels of produc-
tion in the North Sea region have had the effect of under-
mining one of the major purposes of OPEC as an
organization. That purpose is to have stable oil prices and
hence, stable oil revenues. This purpose was the subject of
the first resolution adopted by the five founding members
of OPEC (Iran, Iraq, Kuwait, Saudi Arabia and Venezu-
ela) at the First OPEC Conference in Baghdad in Septem-
ber 1960. The relevant paragraph of that first resolutlon
states that:

Members shall study and formulate a system to
ensure the stabilization of prices by, among other
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. OPEC lost its patience. It decided that if low and unstable

East. OPEC, at that time, will realize rapidly increasing oil

means, the regulation of production, with due re-
gard to the interests of the producing and of the
consuming nations and to the necessity of securing
a steady income to the producing countries, an
efficient, economic and regular supply of ‘this
source of energy to consuming nations, and a fair
return on their capital to those investing in the
petroleum industry.

The importance of stable petroleum prices to OPEC
and its member countries is fundamental. All thirtee
members of OPEC are developing countries. They are all §
heavily dependent upon oil revenues to finance their devel-
opment programs. Until their economies reach a higher §
level of development they remain tied to oil, a non-renewa-
ble resource. Long ago they recognized that development |
was, of necessity, a long-term process. It could not be
achieved in a few years. Despite assertions to the contrary, |
the goal of oil price stability in real terms has been the
primary purpose of OPEC throughout its twenty-five years §
of existence. Itis a goal which it has often failed to achieve, f
but such failures have not diminished its resolution. ;

The present situation of OPEC member countries |
consciously overproducing is a case in point. For several
years they have sought to reach an agreement on produc
tion with the world’s oil producers in order to stabilize
world oil prices. Non-OPEC producers have not been will:
ing to enter into such an agreement, especially Britain.
Increasingly OPEC, and its major producer Saudi Arabia,
were no longer willing to reduce their production and
revenues while other producers were reaping the benefits.

prices were what non-OPEC producers want, they would
have them. Such a policy may be costly in the short run for
OPEC, but not in the longer run, especially for its domi-
nant members.

By the early 1990s most of OPEC’s remaining excess
capacity will be concentrated in Saudi Arabia and its neigh-
bors around the Gulf. During the same time period OPEC
production will be concentrated increasingly in the Middle

export revenues.

These factors, when combined, will serve to again
place OPEC in a much more important position in the
international oil markets than is currently the case. At that
same time the output of the OPEC countries will be ap-
proaching effective capacity. The result of this develop-
ment is that even a moderate disruption of oil supplies by
OPEC could be significant.

At that time the prices of oil will rise. The next few
years, when oil prices are low, will be difficult for the
OPEC countries. Their oil revenues have fallen. This has
caused them to stop temporarily a number of their develop-
ments aimed at industrializing their countries. But just
beyond the horizon, the future of the OPEC countries i
rosy. They know this. They know that the original reason
for creating OPEC, the political and economic develop-
ment of the member countries, will be much easier. With
this bright future before them, the OPEC countries will
grin and bear the low oil prices for the present.
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“International Canada” is a paid supplement to International Perspectives sponsored by External
Affairs Canada. Each supplement covers two months and provides a comprehensive summary of
Canadian government statements and of political discussion on Canada’s position in international
affairs. It also records Canadian adherence tointernational agreements and participation in international
programs. The text is prepared by International Perspectives.

Bilateral Relations

USA

Nuclear Waste Repository

The US released a draft report in mid-January on its
program to locate a site for its second nuclear waste re-
pository. Of the twenty sites identified for further study
(twelve as proposed and eight as candidates), none were
within twenty-five miles of the Canadian border. (The US
Department of Energy indicated its intention to narrow the
listthrough further field study and intensive investigation in
order to make a final selection in 1998.) However, External
Affairs Minister Joe Clark noted that one site, located in
Maine and known as the Bottle Lake complex, was just
outside the minimum distance. As well, several others
were near drainage basins eventually flowing into Canada
(those in Minnesota and Wisconsin). Canada would exam-
ine the information provided by the US government on
those areas “for indications of potential effects” on the
health and property of Canadians. The remainder of the
proposed sites would be assessed for possible effects
from groundwater movement (External Affairs statement,
January 16).

Both the federal and provincial governments would
present their concerns to US representatives following as-
sessment of the draft report. (Ajoint consultative group had
previously been established.) These concerns, added Mr.
Clark, would also be registered with the US administration
at the Cabinet level. Canada would firmly oppose any
development “that could present a transboundary threat to
. . .the integrity of the Canadian environment.”

The US government had assured Canada that the 15-
year screening process would ensure that no harmful
effects resulted on either side of the border. The US also
agreed that no site would be selected should field work or
sampling in Canada prove necessary. According to the US
Department of Energy, no selected site would permit radio-
active waste to move to an “accessible environment” (such
as a well or lake) through the groundwater (Globe and
Mail, January 24). Tests would be conducted over the next
decade to determine direction and speed of underground
water flows. Existing criteria call for maximum trave! of five
kilometres over 10,000 years — the estimated length of
time required for the breakdown of radioactive waste.
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Cruise Missile Testing

As part of a 5-year weapons testing agreement be-
tween Canada and the US, another unarmed cruise
missile flew along the Mackenzie River-Rocky Mountain
corridor in Alberta January 22 — a path used in previous
tests in 1984 and 1985. The first of this year's tests (with
three more planned for early 1986) was designed to test
interception techniques. Studies would be conducted to
determine the ability of fighter aircraft to intercept cruise
missiles as a class (Globe and Mail, January 20). Whilein
previous years protests against cruise testing had been
both widespread and highly visible, this January's test
received far less coverage (see “International Canada” for
December 1984 and January 1985). However, such groups
as Greenpeace, the Ottawa Disarmament Coalition and
the Alberta Citizens Anti-Cruise Committee did mount
some form of protest.

While the testing was delayed for twenty-four hours
due to problems in the aircraft tracking the cruise missile,
the test went forward January 22. Although Defence offi
cials called the flight “successful,” they gave no reasan
why the missile “terminated” five minutes before schedule
and off the designated target (Globe and Mail, January
23). US Strategic Air Command Major Fred Harrop stated
that the missile “performed planned manoeuvres at the
appropriate times.” He noted that the malfunction occurred
during the recovery phase of fuel burn-off.

Responding to a request in the Commons January 23
from Pauline Jewett (NDP, New Westminster-Coquitlam) 1o
participate in the process of arms de-escalation by ending
cruise missile testing in Canada, External Affairs Minister
Joe Clark stated that the government did not view @
breaching of an agreement by Canada as “a contributiont0
the de-escalation of arms build-up in the world.” For tha
reason, he added, the cruise testing would continue.
Speaking to reporters later, Mr. Clark stated that allowing
the cruise tests to continue was an important part of main-
taining the “solidarity of the West” (Globe and Mail, Jan\-
ary 24).

Following the crash of the first 1986 test missile, Can&
dian and US officials cancelled the second test, scheduled
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for January 24. The Strategic Air Command announced
that an investigation into the crash would take as long as
two months — at which time a statement on the findings
would be released (Globe and Mail, January 24). While the
first test had been termed “successful,” no mention had
been made as to whether the interception capabilities of
fighter aircraft had been effective.

NORAD Defence Arrangements

In Washington, D.C., on a fact-finding mission in early
December, members of a Commons committee on exter-
nal affairs and national defence gathered evidence prior to
the renewal of the Canada-US NORAD defence agree-
ment. Committee members were provided with information
by a private US citizen, William Arkin, a defence analyst
with the Institute for Policy Studies, on eight separate
agreements censored out of documents provided to the
committee by the Canadian government. Most of the cen-
sored material (portions of a document prepared by the
Department of National Defence [DND] entitled Canada-
US Arrangements in Regard to Defence, Defence Pro-
duction, Defence Sharing) related to cooperation with re-
spect to nuclear weapons. While still in Washington,
committee members expressed their “dismay,” with com-
mittee chairman William Winegard (PC, Guelph) noting his
“disappointment” that information available to the commit-
tee in the US could not have been obtainable in Canada
(Globe and Mail, December 4). Mr. Arkin had supplied the
committee with material missing from the list supplied by
the Canadian government which had been designated
“classified.” Mr. Arkin also to!d the committee that various
other bilateral agreements were not included in the com-
plete list prepared by DND, since Canada was “intertwined
with virtually every aspect of American strategic policy,”
including SDI development.

Speaking in a CBC interview December 3, Mr. Arkin
had stated that the Commons committee, with its broad
mandate to examine the future of Canada-US defence
Cooperation, could not operate effectively “with blinkers
on.” The committee could not focus on the fact that
“NORAD is spelled with an ‘N’ and SDI is speltwithan ‘S’ ”
and assume the two were not connected, he said. The
committee had to look at the complete context of Canada-
US relations. Huge volumes of bilateral military agree-
ments, arrangements and technical cooperative docu-
ments were, he said, “really beyond political scrutiny”
(CBC Radio [External Affairs transcript], December 3).

Despite Mr. Arkin's warnings of linkage between
NORAD and SDI (see “International Canada” for October
and November 1985), committee chairman William Wine-
gard stated that briefings from Pentagon and State Depart-
ment officials in Washington had indicated no Canadian
link to SDI under “current arrangements with regard to
NORAD" (The Citizen, December 4). Mr. Winegard added
that Canada would not be “dragged” into SDI, but could
only be involved through “specific government-to-govern-
Ment agreement.” However, committee member Pauline
Jewett (NDP external affairs critic) stated that the reason
no link presently existed between NORAD and SDI was
because no SDI presently existed. .

_ Responding in the Commons December 4 to opposi-
tion criticism of the withholding of information from the

International Canada, December 1985 and January 1986

§

committee, Defence Minister Erik Nielsen stated that there
existed “classified documents . . .thatgotothe heartofthe
nation's security and that of our allies, the disclosure of
which traditions prevent.” He stressed that the information
had only been made available by a private US citizen
through an unidentified leak, rather than through any
agency of the US government. The Minister “emphatically
rejected” the accusation that the government was with-
holding information “which the committee was entitled to
have.” Mr. Nielsen offered to consider both in camera
briefings of the committee and the release of classified
information should such a request be received from the
committee.

External Affairs Minister Joe Clark indicated that
should the Commons committee, upon completion of its
investigation, deem it advisable to insert a clause in any
renewed NORAD agreement stating that the agreement
formed no part of SDI, the government would not be in
opposition (Globe and Mail, December 5). (An original
clause dissociating NORAD from active ballistic missile
defence systems had been deleted in 1981.) However, Mr.
Clark acknowledged that current US research into SDI
could change the role of NORAD should research ever
lead to a deployment phase. However, US General Robert
Herres, Commander-in-Chief of the North American Aero-
space Defence Command, reassured the committee De-
cember 11 that Canada would never be drawn into SDI
deployment through NORAD. General Herres stated that
any reinsertion of the dissociative clause in the NORAD
agreement would be “totally redundant and completely
unnecessary” (Globe and Mail, December 12). Insertion
would only create “uncertainty and confusion about what it
meant,” he added.

By late January, the Commons committee had de-
veloped a draft report which recommended against re-
instatement of the controversial clause. At the same time,
the draft report supported a renewal of NORAD for a period
of five years. Also included were recommendations to dou-
ble Canadian defence spending, increase Canada-US co-
operation on Arctic surveillance and initiate a Canadian
military space program for the improvement of surveillance
capabilities (The Citizen, January 23). .

DeHavilland Sale

A request was made in the Commons December 3 by
Bob Kaplan (Lib., York Centre) for a parliamentary review
of the sale of Canada's crown-owned de Havilland aero-
space manufacturer to US-owned Boeing Commercial Air-
craft. Treasury Board President Robert de Cotret re-
sponded that the sale would “not only strengthen de

- Havilland but would strengthen the entire aerospace indus-

try in Canada and provide for secure jobs which already
exist.” Opposition critics were quick to point out that the
selling price of $155 million might be substantially reduced
through an option whereby a $65 million note (repayable
over fifteen years) could be cut by $1 million for every $5
million invested in new orders to Canadian suppliers
(Globe and Mail, December 3). (The remaining $90 million
was to be paid in cash.) In addition, the new owner would
continue to benefit from all available government
programs, tax benefits and product insurance support. Mr.
de Cotret stressed that the sale would save Canadian
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taxpayers substantial amounts with de Havilland having
operated in the red. (The 1984 loss was $76 million, with
projected losses for 1986 of $200 million.) With de Havil-
land to maintain a “world product mandate” under Boeing,
advanced aerospace technology would remain Canadian
with specific ministerial control needed for the use of such
technology outside Canada.

NDP leader Ed Broadbent criticized the deal, noting
that special concessions would give Boeing about $500
million. “Does it make sense to the government that we
should be giving Boeing more than twice the listed selling
price with Canadian taxpayers’ money?” he said. Mr.
Broadbent suggested alternatives to proceeding with the
deal announced by the government: maintaining de Havil-
land as a subsidizeu Crown corporation; having de Havil-
land and Boeing form a joint venture; or having the
government more vigorously pursue Canadian buyers
(Globe and Mail, '>+:cember 4). Mr. Broadbent challenged
the projected losses for future years provided by the gov-
ernment, citing profit estimates provided by US aerospace
analysts. “The government is trying to suggest the deficit
position of de Havilland would continue much longer than
what other assessments are saying,” he said (Globe and
Mail, December 5). Both Liberals and New Democrats
demanded all documents relevant to the proposed sale,
especially government-ordered privatization studies.

Commons debate on the sale carried through Decem-
ber, with opposition members calling for both committee
review and clarification on government concessions.
Treasury Board President Robert de Cotret continued to
characterize the sale as a “good deal” for Canada, refer-
ring to increased job security (through the world product
mandate), guaranteed retention of Canadian technology
and increased research and development at de Havilland.
Speaking December 13, Mr. de Cotret stated that “when
the deal was concluded all the details would be available in
committee.” By December 17, Liberal leader John Turner
was still questioning the government’s figure of $200 mil-
lion in projected losses for 1986, citing the prospectus
issued to all prospective purchasers of de Havilland which
quoted a loss figure of $14 million for 1986 and a profit
figure of $5 million for 1987 — with continued increases in
coming years. The prospectus had also indicated that “no
additional equity funds are assumed beyond 1985” — un-
like the estimated $125 million announced by Mr. de Cotret.
On December 18, Mr. de Cotret explained the difference by
stating that the figures had later been revised by de
Havilland.

Following continued opposition appeals for commit-
tee review (and threats to bring House business to a stand-
still), on December 19 Regional Industrial Expansion
Minister Sinclair Stevens stated in the Commons that the
government was not opposed to committee consideration
of the de Havilland deal. At an “appropriate” time, the
committee would be provided with necessary information,
“other than that which might have some commercial sen-
sitivity,” the Minister added. This could now precede com-
pletion of the sale process since final closing had been
postponed until later in January.

With the committee established by mid-January, crit-
icism shifted to the presentation of testimony. Both opposi-
tion parties criticized a committee decision to delete
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names of witnesses, many of whom were opposed tothe §.

de Havilland sale, proposed by the all-party steering com.
mittee. During a heated exchange January 17, opposition
members accused the government of preventing “full dis.
cussion” — something promised in Mr. Stevens's Decem
ber offer. Once again, NDP leader Ed Broadbep
threatened to bring House business to a halt. Faced witha
possible parliamentary deadlock, the government ap.
nounced a tentative agreement whereby opponents of the
de Havilland sale to Boeing would be heard by the commit
tee. The opposition parties had indicated their intention iy
hold separate public hearings for those witnesses barreq
by the committee (Globe and Mail, January 20).
Rejecting calls for delay, Mr. Stevens stated in the
Commons January 29 that the opposition had been
provided with an opportunity to voice its concerns over the
sale and to examine all relevant documents. With the ap-
proach of the 90-day timeframe for a decision, the gover
ment proposed to “go ahead with the closure.” With de
Havilland requiring another $60 million in the present quar
ter, he added, delay would necessitate a government ex-
penditure to cover that $60 million in fresh capital.

Freer Trade
Provincial Role

With the opening of freer trade negotiations between
Canada and the US during this 2-month period, the exact

role of the provinces had still to be clarified. The communi 2

qué issued at the conclusion of the November First Minis-
ters conference had guaranteed “full provincia! participa-
tion,” but divergent views emerged as to whether this
entailed a provincial veto (see “International Canada” for
October and November 1985). Responding in the Com-
mons December 2 to requests for a clearer delimitation of
provincial influence, External Affairs Minister Joe Clak
responded that the federal government invited provincia
“participation” rather than mere “consultation” in the for
mulation of the negotiating mandate. The “manner of im-
plementation” would be determined following the “prepare-
tory phase” during which time a “clearer picture” of the US
response would have been gained. While the Minister
reiterated that the provinces would retain a veto over mat:
ters under provincial jurisdiction, no mention was made of
federal-provincial status with regard to instructing chief
negotiator Simon Reisman. Mr. Clark later told reporters
that most final decisions, especially with regard to areas
such as cultural industries, agriculture and the Auto Pact,
would be federal. Provincial authority, he added, woud
remain unclear until the actual processes of the negoti&
tions had been established. However, the government
would not “hinder” the talks by restricting its own rights,
and intended to proceed in a “responsive and effective
manner (Toronto Star, December 5).

A 90-day consultation period between the provinces
and the federal government (with Mr. Reisman and ¢
External Affairs and International Trade Ministers in atte
dance) began December 4. Speaking in the Commons
December 3, Prime Minister Brian Mulroney indicated thal
these consultations would produce agreements determi™
ing “how best to give effect to the principle of full provmcial

participation” in subsequent phases in the negotiationsi
Mr. Mulroney emphasized that the primacy of the federd 1




government remained “unchalienged and undiminished.”
The preparatory phase, added the External Affairs Minis-
ter, was this same consultative process. Mr. Clark also
suggested that Ontario Premier David Peterson, who had
claimed a provincial veto in the trade negotiations, was “a
little ahead of himself.”

in the war of words engendered by the vagueness of
the conference communiqué, several provincial Premiers
(Ontario, British Columbia and Alberta) remained con-
vinced that Ottawa and the provinces had an equal and
constant role in the talks — not merely in the preparatory
4 phase. Despite the Prime Minister's and the External Af-
4 fairs Minister’s remarks, the Premiers continued to insist
that the First Ministers' conference had established the
provincial role as being to provide Mr. Reisman with his
negotiating instructions and limits (Globe and Mail, De-
1 cember 5). International Trade Minister James Kelleher
told a US audience December 11 that there was “a recogni-
tion by all the provinces that there will be only one negotia-
tor at the table — the federal government” (Globe and
Mail, December 12). Mr. Reisman, he added, would meet
with provincial representatives to settle on the implementa-
tion of “full participation.” ,

Following a first exploratory consultation between Mr.
Reisman and provincial officials in early January, Mr. Reis-
man indicated that “good progress’ had been made to
4 determine a provincial role. However, he stated that “many
4 problems still had to be resolved,” with individual meetings
with the provinces and further joint sessions to follow
(Globe and Mail, The Citizen, January 8). In addition to
formulating an agreement on provincial involvement, the
meetings would attemp: to establish a common base of
facts and analysis of free trade issues facing Canada.

Cultural Sovereignty
The issue of placing Canadian cultural industries on
the riegotiating table also figured in Commons discussion
and government statements once again (see “Interna-
tional Canada” for October and November 1985). An emer-
gency Senate debate was held December 4, stemming
from a motion from Senator Jerahmiel Grafstein (Lib.) on
the “crisis in Canada’s cultural industries.” The “crisis,”
said Senator Grafstein, resulted from the government's
failure to “define assurances and set guidelines safeguard-
Ingthe cultural industries” in trade talks with the US—or to
exclude them entirely. Senator Grafstein denied that re-
moving the cultural industries from the talks would “un-
ravel” the negotiating process — one of the prime reasons
givenby the government for allowing their inclusion. Sena-
tor Allan MacEachen (Lib. and a former External Affairs
E\Almster) called for government clarification on what
guidelines it intends to give the negotiator” regarding the
Protection of cultural industries. However, Senator Duff
Roblin (PC) stated that the government was not attempting
'0“dismantle” Canadian culture but rather, was “dedicated
10 ensuring it is enhanced and improved” (Toronto Star,
December 5, Globe and Mail, December 16).

_ Senator Roblin’s view was repeated by Prime Minister
Brian Mulroney in an address to a US audience in Chicago
that same day. Mr. Mulroney stated that Canadian cultural
SOvereignty was “as vital to our national life as political
Sovereignty (The Citizen, Toronto Star, December 5). Not at
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issue in any Canada-US negoti‘ations would be Canada’s
system of social programs, the fight against regional dis-
parities and most importantly, “our unique cultural identity
and special linguistic character.” The Prime Minister ac-
knowledged that Canada cast the “cultural net” more
widely than did the US. Responding to questions in the
Commons December 5 with regard to the Prime Minister’s
Chicago speech, Deputy Prime Minister Erik Nielsen re-
affirmed that “the cultural sovereignty of the country and its
languages would not be bargained away . . . .Ifthereisany
danger of that, there is no deal.”

Following a meeting with International Trade Minister
James Kelleher December 18, US Trade Representative
Clayton Yeutter stated that, from the US perspective, “ev-
erything of economic consequence in the US-Canada bi-
lateral relationship is on the table” (Globe and Mail, The
Citizen, December 19). Advocating the “greatest possible
breadth,” Mr. Yeutter advised that both Canada ard the US
would be acting to their own disadvantage to begin “reduc-
ing the scope” of the negotiations. He suggested that both
cultural industries and the Auto Pact should form part of the
trade discussions. The US, he added, felt that cultural
concerns, “as legitimate as they may be,” should not “over-
whelm” the primary economic issues under consideration
or “dampen” the negotiating process.

Meeting the US

On December 10, US President Ronald Reagan re-
quested congressional authority to negotiate a liberalized
trade agreement with Canada. While the possibility of
either chamber blocking the proposed negotiations re-
mained remote, both the protectionist mood of Congress
and the contentiousness of certain bilateral trade irritants
— especially softwood lumber — made tough bargaining
likely. With congressional legislators allowed sixty days in
which to raise formal objections to the start-up of negotia-
tions, several had already indicated their intention to call
for Canadian concessions on the lumber issue prior to
giving assent (New York Times, Globe and Mail, Decem-
ber 10). President Reagan had mentioned the trade irri-
tants in his communications with the Senate finance
committee and the House of Representatives ways and
means committee, both of which were to hold hearings in
February. However, the President emphasized that, consi-
dering the “enormous value” of Canada-US trade, “some
differences of opinion are bound to arise. We must not let
such transitory frustrations . . .obstruct the improvement
of our long-term trade relationship” (Globe and Mail, De-
cember 11). Mr. Reagan reassured the committees that the
administration would seek to resolve “such disputes in a

N

- reasonable and timely manner.”

Mention was made inthe Commons December 11 of a
study on the free trade issue produced by the Centre for
Policy Alternatives which challenged previous studies. The
study concluded thatany free trade agreement with the US
would be an “economic tragedy” with “grave con-
sequences’ for Canada, citing massive loss of employ-
ment, a lowering of living standards and a weakening of
Canadian sovereignty. Warning that a “realistic” assess-
ment of the behavior of multinationals was required, the
study called for fundamental changes in export patterns,
rather than their reinforcement in a free trade deal which
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might perpetuate “a stunted and dependent economy”
(Toronto Sun, December 11, Globe and Mail, December
12). However, Prime Minister Brian Mulroney dismissed the
study’s findings, stating that “I think we can understand
where they come from” — referring to the Centre’s left-of-
centre position and the author’s trade union connection. He
continued that the government did not agree with those
who wanted “walls and protectionism,” but believed in a
Canada that could be “strong and vibrant and could com-
pete with the world and create new wealth and new jobs.”

Speaking before the United States Council for Interna-
tional Business in New York December 11, International
Trade Minister James Kelleher spelled out for his US au-
dience the Canadian objectives in any trade negotiations.
(The same points were raised by Mr. Kelleher in a later
speech in Los Angeles January 16 before the California
Council for Internauonal Trade.) The Minister reaffirmed
that neither social p:< grams nor Canadian culture were at
issue in the discussions, that GATT “was not equipped to
address the needs of a bilateral trading relationship as
extensive, dynamic and complex” as that between Canada
and the US, and that restrictions on Canadian lumber
imports would cost American jobs. Mutual objectives
should include the securing of assured and stable access
to markets, the removal of remaining tariff barriers and the
development of a more efficient dispute settlement mecha-
nism (International Trade Minister's statement, December
1).

Another report released in early January by the
Ottawa-based North-South Institute advised against em-
phasizing economic ties with the US at the expense of
Canada’s traditional multilateral bias. No trade agreement
with the US should be exclusionary, but rather should be
“part of, not instead of, a new round of world-wide non-
discriminatory trade liberalization” through GATT. Institute
director Bernard Wood stated that an exclusive deal with
the US would be “out of sync with what Canadians want
and need” (Le Devoir, Globe and Mail, January 7). Dis-
criminatory free trade with the US would undermine, he
added, “the whole multilateral trading order.” External Af-
fairs spokesperson Jodi White responded that “there had
never been any hint that our trade initiative was exclusively
in the Canada-US realm.” Canada remained, she stated,
“committed to both the multilateral process and the Can-
ada-US initiative.” Mr. Wood later stated that the question
remained whether or not Canada “should be pursuing,
aggressively and apparently as a first order of business, a
discriminatory bilateral deal at the very time when the
multilateral system is in danger of fragmenting and needs
American and Canadian support and leadership” (The
Citizen, January 30). Pursuing negotiations both under
GATT and for a bilateral deal with “equal priority and in
tandem” seemed “uhrealistic and unwise,” he concluded.

Guatemala

Death ‘'of Guatemalan Refugee
A Guatemalan national, Beatriz Barrios Marroquin,
who had applied for refugee status at the Canadian Em-
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bassy in Guatemala following an earlier kidnapping, wag
found murdered and mutilated December 13. External At
fairs Minister Joe Clark expressed “shock and outrage a
the brutal death” of Ms. Marroquin in a statemeni releaseq
December 17, stating that the incident “underlined the
need for Guatemala to return to democratic civilian con-
trol.” The Minister welcomed Guatemalan President-elect
Vinicio Cerezo’s “strong condemnation” of the slaying. Ms,
Marroquin had applied for refugee status November 29,
which request received a Minister's Permit December 6,
Before her departure to Canada, the claimant required
both a Guatemalan passport and a US visa, which were
granted December 10. However, before she was able to
leave for Canada, Ms. Marroquin was abducted by “un.
identified assailants,” believed to be members of a right-
wing death squad (External Affairs communiqué, Decem-
ber 17, The Citizen, December 18). The Canadian govem-
ment made “strong representations” to the Guatemalan
government to locate and “ensure” the safety of Ms,
Marroquin.

Responding in the Commons December 17 to a re-
quest from Dan Heap (NDP, Spadina) to revoke the immi-
gration regulation requiring Guatemalans claiming refugee
status to apply for a visa, Intemational Trade Minister
James Kelleher responded that despite the “terrible inci-
dent,” it had not resulted from “any lack of speed or pro-
cessing” on the part of the Canadian government. Outside
the Commons, Immigration Minister Flora MacDonald
later stated that Canada had not considered revoking the
visa requirement, noting that “many more people from
Guatemala had been assisted in coming to Canada be-
cause of the implementation of the visa” regulation. She
also discounted the possibility that the visa application
process might target refugee claimants for retribution.

India

Ministerial Visit

External Affairs Minister Joe Clark visited India in mid-
December, meeting with India’s Foreign Minister HKL
Bhagat December 17 and with Prime Minister Rajiv Ghand
December 18. The problem of Sikh extremists, a conr
tentious bilateral issue, dominated both sets of talks. M
Clark, in his discussions with Mr. Bhagat, expressed Carr
ada’s awareness of India’s concern over the worldwide
activities of Sikh extremists, especially those which might
originate in Canada. Canada, while recognizing that
small minority was responsible for such activities, had
taken action to deal with the problem, both through the
RCMP and the Canadian Security and Intelligence Ser
vice (CSIS). Canadian cooperation with Indian authorities
would, in future, become even closer in the area of teror
ism. India had endorsed the offer of increased cooperation
on security matters, opening the way for information €x
changes between Canada’s CSIS and India’s Central B
reau of Investigation (Gazette, December 18). Mr. Clark
mentioned the lifting of a moratorium on the deportationd
Indian nationals in contravention of Canadian immigration
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regulations (see “International Canada” for October and
November 1985). As well, the Minister noted that Canada
had put into place unilateral interim extradition arrange-
ments until a proposed extradition treaty could be negoti-
atedwith India. (Mr. Clark presented Mr. Bhagat with a draft
treaty during the meeting.) In response to previous harsh
Indian criticism of Canada’s handling of extremist and ter-
rorist activity, the Minister added that Canada had a “pre-
cise” legal system which might, at times, appear “slow” but
acted on legal obligations “when appropriate,” not merely
for show. Once the Sikh situation had been discussad, the
Ministers examined the economic relationship between
Canada and India, covering transfers in high technology,
two-way trade expansion, development projects and the
international economic situation (External Affairs tran-
script, December 18).

The Sikh problem was also the focus of the talks with
Prime Minister Rajiv Ghandi the next day, with Mr. Clark
reiterating the government's intention to do “all within Ca-
nadian law.” Following the meeting, Mr. Clark told reporters
that Canada “took very seriously” the threat which Sikh
extremists posed to Canada-India relations. However,
while constituting an important problem, he added, the
Sikh extremists should not be allowed to cloud bilateral
relations to an excess. Mr. Clark stated that the Indian
government had expressed its satisfaction with the way
Canada was handling the problem. Canada had put in
place a“process of consultation” among representatives of
‘respective relevant” organizations. On the economic side,
the Minister had presented Mr. Ghandi with an aide-
mémoire on bilatera! economic concerns — outlining Ca-
nadian interest in such projects as thermal power, oil and
gas pipelines, hydro power, coal and rural electrication
(External Affairs transcript, December 19).

Later speaking before Indian business representa-
tives, Mr. Clark reaffirmed that Canada would not “tolerate
those who advocate or practise violence . .. .The line
must be firmly drawn when peaceful dissent becomes
violent confrontation” (Gazette, December 19). However, of
primary concern, he added, was a strengthening of the
economic ties between Canada and India. After express-
Ing strong support for several Canadian-backed projectsin
India, the Minister also announced the extension to India of
aline of credit (estimated at $198 million) to be channelled
through both CIDA and EDC. The line of credit would be
utilized for the purchase of Canadian goods and services
In the development of India’'s natural gas and petroleum
Sector — aimed primarily at reducing India’s dependency
on ail imports. “We have just scratched the surface,” he
?g;d, “Our objective is to diversify” (La Presse, December

Japan

—_——

Visit of Prime Minister Yasuhiro Nakasone
In anticipation of Japanese Prime Minister Yasuhiro
aka§one’s arrival in Canada January 12 for a summit
Meeting, Prime Minister Brian Mulroney reassured Jap-
anese reporters that ongoing Canada-US negotiations on
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freer trade were not “exclusior%ary" and would not adver-
sely affect the Canada-Japan economic relationship. Both
North American nations remained firmly committed to the
multilateral trading system, he added (Globe and Mail,
January 10). Mr. Mulroney indicated that Canada was “wide
open” to Japanese investment. Japanese officials had
previously expressed concern over the possibility that bi-
lateral negotiations between Canada and the US might
operate to the detriment of Japan through the creationof a
“protectionist fortress” in North America. Japan, while not
opposing a bilateral accord, hoped that any agreement
would respect GATT, the Japanese ambassador to Can-
ada, Kiyoaki Kikuchi, later said (Le Devoir, January 10).
The Ambassador noted that the summit talks would, while
focusing on economics, also take into consideration the
East-West dialogue, disarmament, the protectionist trend,
high technology transfers and cultural exchanges.

During his meeting with Mr. Nakasone January 12, Mr.
Mulroney stressed that in any negotiations with the US,
Canada would adhere to three principles; consistency with
GATT, an absence of adverse effects on other countries
and no limits would be placed on Canada’s ability to negoti-
ate trade agreements with other countries (Globe and
Mail, January 13). It was agreed that Canada and Japan
would hold consultations both on terrorism and arms con-
trol and disarmament in coming months.

In his address to Parliament January 13 (a special joint
session of the Commons and the Senate}), Prime Minister
Nakasone, after reaffirming Japan’s continued commit-
ment to the principles of nuclear disarmament, free trade,
environmental awareness and a strengthening of solidarity
among free nations (principles shared with Canada), went
on to discuss future cooperation with Canada. In that re-
gard, said Mr. Nakasone, the economic complementarity
of Canada and Japan should be utilized in the pursuit of
true world interdependence. Trade protectionism repre-
sented the greatest threat to the world economic order, and
both Canada and Japan might effectively promote another
round of GATT multilateral trade talks (Globe and Mail,
January 14).

Japanese officials later stated that with the
assurances received from Prime Minister Mulroney, Japan
“supported the concept” of Canada-US free trade negotia-
tions. This qualified endorsement rested upon the notion
that any agreement reached between the US and Canada
would promote freer trade globally. Mr. Nakasone ex-
pressed curiosity as to the prospects for overcoming US
protectionist tendencies (Globe and Mail, January 15). At
the present stage, Japan was “not at all clear” on what
might emerge from such negotiations, he added.

Libya

Sanctions

Inamove againstLibya's apparent support for interna-
tional terrorism (specifically the December 27 attacks at
Rome and Vienna airports), US President Ronald Reagan
announced an imposition of sanctions against Libya in
early January and ordered all US nationals to leave that

7
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country by month’s end or face possible criminal prosecu-
tion. Following a formal US request that Canadian firms not
take advantage of the trade embargo by going after mar-
kets vacated by Americans or fill the void left by returning
US oil workers, External Affairs Minister Joe Clark stated
that the government had asked Canadian companies oper-
ating in the area to “respect the request of the President.”
This would involve not undertaking any new activities
which could “undermine” US sanctions (CBC Radio
[External Affairs transcript], January 9). In considering the
list of measures against Libya requested by the US from its
allies, Mr, Clark stated that Canada, while having already
undertaken some of these measures, would consider addi-
tional “less extensive” actions (The Citizen, January 9).
Canada had not considered ordering the estimated 1,300
Canadian nationals, the majority of whom work in the oil
sector, out of Libya, he added.

By January 10, r 2 government had announced its
own measures to isolaie Libya economically in response to
President Reagan’s request. Canada would attempt to
block Libyan efforts to replace US technical help with Ca-
nadian counterparts. All assistance to Canadian firms pur-
suing business in Libya would cease and the EDC would
not insure new business developed by Canadian com-
panies in Libya. All transactions with Libya would be sub-
ject to import and export control. While humanitarian aid
and food products would not be affected, new contracts for

the export of oil-drilling equipment containing “unique
Western technology™ would be stopped (CBC Television
[External Affairs transcript], January 10, Globe and Maijl,
January 11). Although Canada would not prevent citizens
from seeking employment in Libya, the government did
renew its request that Canadians not seek to replace de-
parting Americans. With the costs to Canada estimated at
$20 million, the External Affairs Minister stated that the
decision reflected a “very clear determination” to take
specific actions that would “cost Canadians something.”
Canada was “prepared to act against terrorism as well as
speak against terrorism,” Mr. Clark asserted. The mea-
sures (rather than “sanctions”), were described by officials
as a “carefully calibrated” move to lend support to the US
initiative against international terrorism (CBC Radio
[External Affairs transcript], January 12).

US envoy John Whitehead (Deputy Secretary of
State) visited Canada days later to present additional evi-
dence of Libyan complicity in the terrorist attacks. Thank-
ing Canada for its positive response to President Reagan’s
request forinternational support, Mr. Whitehead stated that
both the US and Canada would consider additional mea-
sures with which to “tighten the screws” on Libya. However,
Prime Minister Brian Mulroney stressed that any future
actions would be “broadly based and coordinated” among
Western allies (The Citizen, January 17).

Multilateral Relations

European Community

Trade Ties

Head of the Delegation of the Commission of the
European Communities Dietrich Hammer addressed a
Canadian audience December 5, outlining prospects for
increased cooperation between Canada and the European
Community (EC) inthe fields of trade, investment, technol-
ogy transfers, licensing and joint ventures. Mr. Hammer
noted that despite the 1976 signing of the Framework
Agreement for Commercial and Economic Cooperation,
there had followed a “relative weakening” in the Canada-
EC relationship — pointing to declining trade, decreased
mutual investment and recurring trade friction. Several
factors had contributed to the present situation:

— the prolonged economic recession;
— fluctuating exchange rates and the relative
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strength of the Canadian dollar in relation to Euro-
pean currencies;

— recent competition from newly-industrialized
nations; and

— increased trends toward protectionism.

The EC was concerned with Canada’s recent moves
both to strengthen trade ties with the Pacific Rim and to
negotiate a freer trade agreement with the US — par
ticularly as these efforts might “further erode” the EC-
Canada trade relationship. The EC would, said Mr. Ham-
mer, attempt to “ameliorate” the conditions underlying the
weakened ties by underscoring for the Canadian business
community the potential for success in expanded coopera-
tion. To that end, the EC would provide Canada with infor-
mation on the means by which that potential might be
realized (EC Delegation communiqué, December 5).
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La Francophonie

Ministerial Visit

In preparation for the upcoming (February 17-19)
Francophone Summitin Paris, External Relations Minister
Monique Vézina visited several francophone African na-
tions January 7-17. The Minister met with delegated au-
thorities on the Summit in Gabon, Senegal and Niger.
While focusing on the Summit, Ms. Vézina also chaired
bilaterai commissions on political, economic and trade
relations with the three countries. The Canadian delega-
tion visited several cooperative projects initiated by the
Canadian International Development Agency and met with
Canadian business representatives operating in the re-
gion. In addition to attending the bilateral commissions in
Gabon and Senegal, Ms. Vézina signed a cooperative
agreement with Niger for Canadian involvement in the
country’s development — particularly the Sahel and pro-
jects of food self-sufficiency (External Affairs communi-
queé, January 7).

SADCC

Annual Meeting

A Canadian delegation, headed by Senator Duff
Roblin, attended the 1986 annual meeting of the Southern
African Development Coordination Conference (SADCC)
inHarare, Zimbabwe, .January 30-31. SADCC, composed
of nine African nations (Angola, Botswana, Lesotho, Mal-
awi, Mozambique, Swaziland, Tanzania, Zambia and Zim-
babwe) either bordering or in close proximity to South
Africa, was established in 1980 to foster regional integra-
tion and reduce dependence on South Africa. Canada,
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having supported SADCC since its inception, attached
great importance to the conference as a means of promot-
ing peaceful change in the region, particularly with regard
to the end of apartheid in South Africa and independence
for Namibia. At the annual meeting, Canada reaffirmed its
intention to commit $120 miliion over five years for the
implementation of development projects (External Affairs
communiqué, January 23).

UN

Chemical Weapons Initiative

In a letter delivered to UN Secretary-General Javier
Pérez de Cuéllarin early December, External Affairs Minis-
ter Joe Clark announced the results of a Canadian study
on proposed procedures for dealing with cases of alleged
use of either chemical or biological weapons. The Hand-
book for the Investigation of Allegations of the Use of
Chemical or Biological Weapons represented the findings
of a group of Canadian scientists and officials and marked
an important step in the development of procedures for
determining violations of existing international Con-
ventions on chemical weaponry. The manual was de-
signed to be used by UN experts called upon to investigate
future allegations of chemical weaponry use and estab-
lished a “comprehensive and known set of procedures,”
stated the Minister. Timely on-site investigations would
thereby be facilitated, ensuring that findings were as “con-
clusive, convincing and as impartial” as possible. Canada
regarded the handbook as a contribution to the ongoing
negotiations in the formulation of a “comprehensive pro-
hibition” of chemical weapons (UN Canadian delegation
communiqué, December 4).




Policy

Disarmament

Soviet Proposal
In mid-January, Soviet leader Mikhail Gorbachev an-
nounced a comprehensive arms control plan for the
elimination of all nuclear weapons before the end of the
century. (At the same time, the USSR'’s unilateral mor-
atorium on nuclear testing was extended for an additional
three months.) The proposal itself was a three-stage mech-
anism involving: firstly, a 50 percent reduction in US and
Soviet missiles capable of reaching each other’s territory
and the elimination of intermediate-range missiles in the
European zone; secondly, other nations would engage in
the process as the superpowers continued their disarma-
ment; and thirdly, a culmination in the year 2000 with a
universal accord that “such weapons should never again
come into existence” (New York Times, January 16). While
the proposal still called for the US to abandon space mis-
sile defences, it significantly avoided including British and
French arms in the primary stage — previously a major
stumbling block to superpower arms control negotiations.
US President Ronald Reagan “welcomed” the Soviet pro-
posal, stating that the US and its allies would give the plan
“careful study.”

External Affairs Minister Joe Clark, speaking before
the Commons January 23, outlined Canada’s reaction to
the Soviet proposal and the government’s position on dis-
armament in general. Canada, said the Minister, regarded
the proposal as worthy of “serious consideration,” par-
ticularly the possibiity of a Soviet shift closer to President
Reagan’s 1981 “zero option.” Also “gratifying” was the
“explicit Soviet recognition of the importance of verification
. . .and the need for on-site inspection.” However, Canada
saw certain “disturbing preconditions” which could hamper
negotiations.

While welcoming the Soviet proposal, Canada urged
the superpowers to “reinforce the status and authority” of
existing arms treaties (both SALT and ABM) through “full
compliance.” Deviation from such compliance would
threaten both the credibility and viability of arms control,
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Mr. Clark added. With the prospects for progress on arms

control “clearly linked to an improvement in the genera ate
East-West relationship,” Canada would increase its efforts pere
to encourage an intensification of negotiations. This “inten- on ¢
sified” disarmament policy focused on three elements: ture
compliance with existing treaties; the development of ver Mr.
ification mechanisms; and “confidence building” through quire
increased political dialogue, consultation and cooperation USi
with East bloc countries (External Affairs statement, Janu-

ary 23, The Citizen, January 24). its o
Responding to Mr. Clark’s statement, opposition §:§ estin
members — Jean Chrétien speaking for the Liberals and §:§ quire
Pauline Jewett for the NDP — questioned the Canadian § 3§ viou:
stance toward SDI research. (The External Affairs Minister § 4 from
had emphasized that Canada’s position on SDI was f:§ coal
“rooted in the need to conform strictly with the provisionsof §§ adve
the ABM treaty.”) Mr. Chrétien stated that with the USSR §-§ 9ran
and the US back at the negotiating table, the need for SO §-§ Inter
as a pressure tactic had been lessened and research might [ : SDer
be either “slowed down or frozen.” Ms. Jewett, while cailing -] POs
the Soviet proposal for a five-year timetable “truly innova- |- § ister
tive,” added that SDI, because of its “tremendous intermin- §- § and
gling” of research, testing and development, requireda - Ron
“clear” statement on Canada's interpretation of research. § - gect
en;

of th

4 woul

. } adm
Environment conty
4 19).«

“act

Acid Rain { Can:

In a speech delivered at Harvard University in early "

December, Canada’s special acidrain envoy William Davs [ Drew
issued a further call for action on the part of the US. Mt fecol
Davis, citing Canadian efforts, spoke of the need for the Us teCh!
to develop a consensus, put a political will behind it, an? Provi
“take the kinds of steps that currentlaw allows and beyor}d fepo
Toronto Star, December 4). With the US administration g]ov?/:

continuing in its refusal to act without additional research,
Mr. Davis emphasized that the threat from acid rain was @




ral §

s
-
ts:
/er-
igh
tion
nu-

tion
and
Jian
ster
was

wsof |

3SR
Sol
ight
dling
iova-
min-

eda f -

weh.

early
Javis

-gtion
‘arChy
asan

"ﬁ’m\\~ s

immediate one which required immediate action. Damage
could only “accelerate” in the event that North America
continued to “study without responding.” As well, it was of
critical importance that neither the US nor Canada be
“paralyzed” by the short term, “very large costs™ of pollu-
tion control. Mr. Davis added that new US legislation was
not required in order to commence a “real” clean-up, with
viable options currently available through both existing
iaws and the Environmental Protection Agency (EPA).

Speaking before the US National Press Club, EPA
head Lee Thomas later gave a qualified endorsement to
tentative suggestions from the US acid rain envoy Drew
Lewis for a $1 billion program based on technology devel-
opment (The Citizen, December 6). (Mssrs. Davis and
Lewis were preparing a joint report on the problem for their
respective governments.) Mr. Thomas stated that the de-
velopment of technology for reductions in both sulphur
dioxide and nitrogen oxide emissions held out “promise.”
He added that much depended on the “direction” in which
the proposed billion dollars was used — with the areas of
burning and coal-scrubbing requiring the most attention.
However, days later, when testifying before the US Sen-
ate’s environment committee, Mr. Thomas reiterated the
perennial call for more research. “An immediate decision
on additional controls would be innapropriate . . .prema-
ture and unwise,” he stated (Toronto Star, December 12).
Mr. Thomas suggested that several years would be re-
quired before Canada could expect concrete action by the
US in the form of prescribing new emission controls.

Inmid-December the Ontario governmentannounced
its own provincial program for cutting emissions, with costs
estimated in the milicns. Ontario smelters would be re-
quired to cut emissions by more than the 50 percent pre-
viously announced by the year 1994. The cuts, coming
from three Ontario smelters as well as Ontario Hydro's
coal-fired generating stations, would depend upon
advances in pollution control technology over the pro-
gram’s timespan (Globe and Mail, December 13). In an
interview December 17, US Senator George Mitchell
(Democrat-Maine) viewed the Ontario announcementas a
“positive step forward,” and possibly providing Prime Min-
ister Brian Mulroney with “some basis for taking a strong
and aggressive stand” in future meetings with President
Ronald Reagan (CBC Radio [External Affairs transcript],
December 17). This favorable response was echoed by US
Senator Robert Stafford (Republican-Vermont), chairman
of the Senate environment committee. Ontario’s program
would prove helpful in efforts to “persuade the Reagan
administration and Congress to enact meaningful acid rain
controls” in the US, he stated (Globe and Mail, December
19). “Fairness,” said Senator Stafford, required that the US
act as good neighbors and respond to this initiative in
Canada.”

On January 8 William Davis and his US counterpart,
Drew Lewis, issued their joint report on acid rain. While
recommending a $5 billion program for pollution control
technology in the US (to be spent over five years and
Provided equally by the US government and industry), the
féport failed to set specific targets for active US reductions
N emissions. The report, widely regarded as a watered-
down version of what both envoys had repeatedly called
or, received harsh criticism from both US and Canadian
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environmentalists and the Ontario government (Globe and
Mail, The Citizen, January 8). While failing to set limits on
current emissions, the report did include several rec-
ommendations for joint Canada-US cooperation on re-
search into pollutants and a sharing of information on
pollution control technology. As well, the report repre-
sented an advance in that the US envoy did suggest that
transboundary acid rain was an increasingly serious prob-
lem requiring remedial action.

Mr. Davis stated in an interview January 8 that the
report represented what both envoys viewed as being ac-
ceptable to the US administration. Without sacrificing the
ultimate objective of concrete reductions, the envoys had
hoped to establish two fundamental principles on acid rain
(both of which had beentaken for granted by Canada): that
the problem existed and that it was transboundary (CBC
Radio [External Affairs transcript], January 8). Since nei-
ther principle had previously been a part of US policy, both
envoys felt that “specific target reductions” would not have
been accepted by the US administration. The report was a
recommendation for the application of technology, some of
which already existed, in order to build “momentum” for
emissions cuts — especially those emissions from the US
which “impacted” on Canada.

Following submission of the report, Mr. Lewis stated
that while President Reaganhad expressed “great concern
about the Canadian situation,” the US was constrained by
the degree to which the problem might be solved without
creating “great social and economic unrestin the area that
would be most adversely affected by any action” (Globe
and Mail, January 9). In a significant departure from past
policy on the necessity of further research, Mr. Lewis had
indicated to the President that the “seriousness of the
problem, especially as it affects diplomatic relations with
Canada, dictates that we act; the uncertain effects and
high costs of control dictate that we act prudently” (New
York Times, January 9).

In Canada, opposition environment critics expressed
their disappointment over the report’s avoidance of targets.
Charles Caccia (Lib., Davenport) cited the failure to note
the “cost of inaction,” stating that the report operated in an
“economic vacuum.” (Several critics had noted that yearly
damage due to acid pollution topped $5 billion — the entire
budget suggested by the report for technology develop-
ment.) Bill Blaikie (NDP, Winnipeg-Birds Hill) suggested
that the report had answered the US administration’s de-
sire for delay ‘New York Times, January 9). Responding to
questioning in the Commons January 13 from the two
environment critics, Environment Minister Tom McMillan
stated that Canada would endeavor to “push” further the

. report's recommendations, including cabinet level mecha-

nisms and the placing of acid rain on future Summit meet-
ing agenda. Attention would focus on the “application” of
technological development, not merely on research. While
Canada was not satisfied with the progress made on acid
rain, the report was to be regarded as a first rather than last
step toward acid rain abatement.

Instituting one of the report’s recommendations, Can-
ada appointed Mr. McMillan as Canadian co-chairman of a
joint committee on transboundary pollution. Speaking be-
fore a US audience in late January, the Environment Minis-
ter stated that acid rain would remain “a key bilateral issue”
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dividing the two countries until the problem was resolved.
He indicated his intention to join Mr. Davis in pressing the
US to set specific targets and timetables — “backed up
with cash” (Globe and Mail, January 23).

Immigration

Refugee Status

Following a dramatic increase in the number of claim-
ants for refugee status, Minister of State for Immigration
Walter McLean announced that “genuine” refugees were
in “great jeopardy due to deliberate and persistent abuse”
of the refugee deteimination process. While Canadian
refugee policy was b=-=d on the humanitarian tradition of
assisting those indiv.duals who needed protection, the
process could not be “sustained under a systematic at-
tempt to subvert it by claimants whose basis for coming is
designed to circumvent normal immigration requirements,
andis not related to fear for their safety.” A backlog of some
20,000 claimants was, in large part, due to exploitation of
the system as a means of remaining in Canada. A warning
was also issued, both to refugees and immigrant aid asso-
ciations, with regard to “unscrupulous individuals’ secur-
ing large sums of money for immigration advice and
guarantees of Canadian residence. The Minister added
that the possibility existed for the introduction of “more
stringent” measures for control in the determination of
refugee status — including the imposition of visa require-
ments (Employment and Immigration release, December
23).

The ministerial statement had been issued in re-
sponse to a recent deluge of purportedly spurious refugee
claims from Portuguese nationals both arriving and al
ready in Canada. A majority of these had claimed refugee
status as Jehovah's Witnesses suffering religious persecu-
tion in a Roman Catholic Portugal. The Portuguese am-
bassador, representatives of Amnesty International and
spokesmen for Canada’s Jehovah's Witnesses all disputed
the claims. While in 1984 Portuguese were not in the top
ten of claimants for refugee status, in 1985 they headed the
list (Globe and Mail, January 7). The huge increase in
claims was regarded as an “organized assault” on the
Canadian determination process, organized by those
same “unscrupulous’ immigration counsellors castigated
by Mr. McLean in his statement.

Because of the “deliberate and persisent” abuses, Mr.
MclLean ordered the “tracking” of suspected cases of non-
legitimate refugees. A system was established to monitor
specific cases for pbssible legal action (Globe and Mail,
January 8). Mr. McLean justified the system as a neces-
sary means of preventing both the abuses and possible
backlashes against legitimate refugees. While the Minister
acknowledged that the Portuguese problem was not iso-
lated as aninstance of mass fraud (having been preceded
by similar influxes from the Dorninican Republic and India),
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it was by far the greatest single source of bogus claimants
at present. The difficulty was compounded, he added, by
the “relatively new phenomena™ of arrivals having de-
stroyed their documentation en route to Canada, creating
an additional burden on immigration officials who must
determine identification and establish bona fide from
bogus refugees (CTV Television [External Affairs tran-
script], January 9). Emergency measures would be in-
stituted to deal with the current backlog, and to integrate
legitimate refugees into Canadian society. Speaking inthe
Commons January 24, Mr. McLean stated that Canadas
attention was currently focused on those Portuguese “en-
couraging fraudulent claims.” Where appropriate, he
added, prosecutions would be undertaken with the assi-
tance of both the Portuguese and other communities.

Terrorism

Air India Investigation

A judicial inquiry held in New Delhi into the loss of an
Air India 747 off the coast of Ireland in June 1985 — long
suspected as the result of a terrorist bombing — heard
testimony from both Indian and Canadian sources. (The
flight had originated in Canada — see “International Can-
ada” for June and July 1985.) A report from Canadas
Federal Aviation Safety Board (CASB) presented at the
investigation concluded that the plane had been deliber
ately bombed (Globe and Mail, January 29). As well, the
report identified three “possible security deficiencies’ in
Canada which might have facilitated the placing of the
explosive device — failure to perform a security correlation
between connecting passengers and their baggage, im-
properly trained security staff and the failure of an X-ray
machine. Counsel for both Air Canada and Air India sought
to have the report blocked, citing the conclusions on se-
curity lapses as “unwarranted.” While CASB investigators
had not ruled out the possibility of a structural fault, add-
tional laboratory evidence led the board to its conclusion

that the cause was “an explosive device that should not § -
have been there.” While the evidence was circumstantia, §
the reportwent on, it was considerable and did not suppott

“any other conclusion.”

Air India lawyer Lalit Bhasin, strongly opposing the
CASB report, stated before the New Delhi inquiry that the
report had been filed “in collusion with the Government of

CASB investigator responded that the board's report had

been prepared to assist in determining the “contributing
factors and causes’ of the crash and not to “apporto" § 4, .
blame.” Neither was their any “collusion” between the - ’

board and the government of Canada. (The conclusion
reached by the CASB — that of 2 bomb having beef
planted on the flight — was the same as that reached by
India’s own director of air safety.)
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Agreement between the Government of Canada and the European Space
Agency Conceming Cooperation.
Noordwijk, January 9, 1984
In force January 9, 1984
With effect from January 1, 1984

Finlang

Agreeme"!t between the Government of Canada and the Govemment of
Finland conceming Reprocessing, Enrichment and Plutonium
Storage and USe.

Helsinki, June 8, 1984
In force June 8, 1984

International Canada, October and Novernber 1985

|
France

Agreement between Canada and France on the Transfer of Inmates and
the Supervision of Persons under Sentence.
Ottawa, February 9, 1979
In force October 1, 1984

Germany, Democratic Republic of

Trade Agreement between the Government of Canada and the Govern-
ment of the German Democratic Republic.
Leipzig, September 9, 1983
In force Provisionally September 9, 1983
In force Definitively June 1, 1984

Germany, Federal Republic of

Agreement between the Government of Canada and the Gcvernment of
the Federal Republic of Germany regarding Mutual Assistance
and Cooperation between their Customs Administrations.
Bonn, September 10, 1984

Greece

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

Indonesia

Exchange of Notes between the Government of Canada and the Govern-
ment of the Republic of Indonesia amending Paragraphs 1and 5
of the Exchange of Notes of March 16, 1973 relating to Foreign
Investment Insurance.

Jakarta, July 14, 1984
In force July 14, 1984

Israel

Exchange of Notes between the Government of Canada and the Govemn-
ment of Israel amending the Agreement on Commercial
Scheduled Air Services of February 10, 1971.

Ottawa, March 8, 1984 *
In force March 8, 1984

Italy

Agreement on Cultural Cooperation between the Government of Canada
and the Government of italy.
Ottawa, May 17, 1984

-Jamaica

Agreement between the Government of Canada and the Government of
Jamaica with respect to Social Security.
Kingston, January 10, 1983
In force January 1, 1984

Mali

General Agreement between the Government of Canada and the Govern-
ment of the Republic of Mali concerning Development
Cooperation.

Bamako, June 21, 1984
In force June 21, 1984




International Canada, October and Novernber 1985

Mexico

Agreement on Tourisrn Cooperation between the Govemment of Canada
and the Governrent of the United States of Mexica.
Ottawa, May 8, 1984
In force Provisionally May 8, 1984

Multinational Force and Observers

Exchange of Notes between the Government of Canada and the Multina-
tional Force and Observers constituting an Agreement an the
Participation of Canada in the Sinai Multinational Force and
Observers.

Ottawa, June 28, 1985
In farce June 28, 1985

New Zealand

Agreement between the Tovernment of Canada and the Government of
New Zealand ¢r Air Transport.
Qttawa, September 4, 1985
In force September 4, 1985

Exchange of Notes between the Government of Canada and the Govemn-
ment of New Zealand concemning Route Schedule.
Ottawa, Septernber 4, 1985
In force September 4, 1985

Norway

Exchange of Notes between the Government of Canada and the Govern-
ment of Norway for the purpose of facilitating the Reciprocal
Enforcement of Maintenance Orders between Narway and
Saskatchewan.

Qttawa, September 5 and November 13, 1984
In force November 13, 1984

Romania

Agreement between the Government of Canada and the Government of
the Sacialist Republic of Rarnania on Civil Air Transport.
Bucharest, October 27, 1983
In force Novernber 9, 1984

Senegal

General Agreernent between the Government of Canada and the Govern-
ment of the Republic of Senegal an Development Cooperation.
Ottawa, June 28, 1983
In force Octaber 10, 1984

Singapore

Air Transport Agreement between the Government of Canada and the
Government of the Republic of Singapare.
Singapore, June 12, 1984
in force Provisionally June 12, 1984

Spain

Agreement between the Government of Canada and the Government of
Spain concerning Cinematographic Relations.
Madrid, January 14, 1985

St-Lucia

Agreement between the Governrnent of Canada and the Government of
St-Lucia on Air Services.
Castries, January 6, 1984
In force Provisionally January 6, 1984
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Agreementin the Form of an Exchange of Nates between the Government
of Canada and the Government of St-Lucia relative to the Desig-
nation of Trinidad and Tobago (B.W.LA. Intematicnal) Airways
Corporation.

Bridgetown and Castries, January 6, 1984
In force January 6, 1984

Agreernent in the Form of an Exchange of Notes between the Government
of Canada and the Government of St-Lucia relative to the Tariffs
ta be applied by the Designated Airlines for Carriage of Traffic
between Canada and St-Lucia.

Castries and Bridgetown, January 6, 1984
In force January 6, 1984

Sweden

Convention between Canada and Sweden for the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with respect to
Taxes an Income and an Capital.
Stockholm, October 14, 1983
In farce October 30, 1984

Agreement on Social Security between the Government of Canada and
the Government of Sweden.
Stockholm, April 10, 1985

Thailand

Convention between Canada and the Kingdom of Thailand for the Avoid-
ance of Double Taxation and the Prevention of Fiscal Evasion
with respect ta Taxes on Income.

Ottawa, April 11, 1984

Convention between Canada and the Kingdom of Thailand for the Avoid-
ance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes an Income.

Qttawa, April 11, 1984
In force Provisionally January 1, 1985
In force Definitively July 16, 1985

Tunisia

Convention between Canada and the Republic of Tunisia for the Avoid
ance of Double Taxation with respect to Taxes on Income and on
Capital.
Tunisia, February 10, 1982
In force December 4, 1984

Turkey

Agreement between the Government of Canada and the Governmentd
the Republic of Turkey far Cooperation in the Peaceful Usesd
Nuclear Energy.

Ankara, June 18,1985

Union of Soviet Socialist Republics

Agreement between the Government of Canada and the Gc:vernmeﬂ?Of
the Union of Soviet Socialist Republics on Mutual Fisheref
Relations.

Moscow, May 1, 1984
In force May 1, 1984
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Agreement between the Government of Canada and the Govemment of
the Union of Soviet Socialist Republics for the Avoidance of
Double Taxation on Income.

Moscow, June 13, 1985

United Kingdom

Convention between the Govemment of Canada and the Government of
the United Kingdom of Great Britain and Northern lreland provid-
ing for the Reciprocal Recognition and Enforcement of Judg-
ments in Civil and Commercial Matters.

Ottawa, April 24, 1984

Exchange of Letters between the Govermment of Canada and the Govern-
mentof the United Kingdom of Great Britain and Northern Ireland
amending the Films Coproduction Agreement signed Septem-
ber 12, 1975.

London, July 9, 1985

United Nations

Agreement between the Government of Canada and the United Nations
conceming the Establishment and support of an Information
Office for North America of the United Nations Centre for Human
Settlements (Habitat).
Nairobi, March 26, 1984
In force March 26, 1984
With effect from October 1, 1983

United States of America

Convention between Canada and the United States of America with
respect to Taxes on Income and on Capital (with Exchange of
Notes).

Washington, September 26, 1980
In force August 16, 1984

Protocol amending the Convention between Canada and the United
States of America with respect to Taxes on Income and on
Capital signed at Washington on September 26, 1980 (with Ex-
change of letters).

Ottawa, June 14, 1983
In force August 16, 1984

Second Protocol amending the Conventtion between the Government of
Canada and the Government of the United States of America
with respect to Taxes on Income and on Capital signed on
September 26, 1980, as amended by the Protocol signed on

June 14, 1983.
5 Washington, March 28, 1984

In force August 16, 1984

| ] Agreement between the Government of Canada and the Governrent of

the United States of America relating to Social Security.
Ottawa, March 11, 1981
In force August 1, 1984

J S”pp'ementary Agreement amending the Agreement between the Gov-

ernment of Canada and the Government of the United States of
America with respect to Social Security.

Ottawa, May 10, 1983

In force August 1, 1984

Agreement between the Government of Canada and the Government of
the United States of America relating to the AM Broadcasting
Service in the Medium Frequency Band.

Ottawa, January 17, 1984
Inforce January 17, 1984

International Canada, October and November 1985

|
Exchange of Notes between the Government of Canada and the Govern-
ment of the United States of America regarding the continued
Preservation and Enhancement of Water Quality in the Intema-
tional Section of the Saint John River.
Ottawa, February 22, 1984
In force February 22, 1984

Exchange of Notes between the Government of Canada and the Govern-
ment of the United States of America amending the Agreement
on the Disposal of Excess U.S. Property in Canada signed on
September 1, 1961.

Ottawa, December 21, 1983 and March 14, 1984
In force March 14, 1984
With effect from October 1, 1983

Treaty between Canada and the United States of America relating to the
Skagit River and Ross Lake, and the Seven Mile Reservoiron the
Pend D'Oreille River.
Washington, April 2, 1984
In force December 14, 1984

Exchange of Notes between the Government of Canada ana the Govern-
ment of the United States of America superseding the Agree-
ment of September 16, 1964 regarding the Construction,
Operation and Maintenance of a Loran-C Station in Newfound-
land (with Annex).

Ottawa, March 30 and May 3, 1984
In force May 3, 1984

Agreement between the Government of Canada and the Government of
the United States of America regarding Mutual Assistance and
Cooperation between their Customs Administrations.

Quebec, June 20, 1984

Exchange of Notes between the Government of Canada and the Govern-
ment of the United States of America providing for a Programme
of Experimental Transborder Air Services from Montreal (Mi-
rabel) to USA destinations.
Montreal, August 21, 1984
In force August 21, 1984

Exchange of Notes between the Government of Canada and the Govern-
ment of the United States of America providing for a new Air
Agreement on Regional, Local and Commuter Services.
Montreal, August 21, 1984
In force August 21, 1984

Exchange of Notes between the Government of Canada and the Govern-
ment of the United States of America concerning the Airworthi-
ness and Environmental Certification, Approval or Acceptance of
Iimported Civil Aeronautical Products. .
Ottawa, August 31, 1984
In force August 31, 1984

Agreement between the Government of Canada and the Government of
the United States of America regarding Mutual Assistance and
Cooperation between their Customs Administrations.

Quebec, June 20, 1984
In force January 8, 1985

Treaty between the Government of Canada and the Government of the
United States of America concerning Pacific Salmon.
Ottawa, January 28, 1985
In force March 18, 1985

Treaty between the Government of Canada and the Government of the
United States of America on Mutual Legal Assistance in Criminal
Matters (with an Exchange of Notes).
Quebec, March 18, 1985

Exchange of Notes constituting an Agreement between the Government
of Canada and the Government of the United States of America
on the Modernization of the North American Air Defence System
(with Memorandum of Understanding).

Quebec, March 18, 1985
In force March 18, 1985




International Canada, October and November 1985

Exchange of Notes between the Govemment of Canada and the Govemn-
ment of the United States of America with a Memorandum of
Agreement amending the Agreement conceming the Application
of Tolls for the St-Lawrence Seaway (1959) as amended.
Washington, May 3, 1985
In force May 3, 1985

Exchange of Notes between the Govermment of Canada and the Govern-
ment of the United States of America amending the Agreement of
June 6, 1978, conceming the Commercial Development of an
Area of the United States Naval Facility, Argentia, Newfoundiand.

Exchange of Notes between the Government of Canada and the Govermn-
ment of the United States of America on Unemployment Insur-
ance Benefits amending the Agreement of March 12, 1942, as
amended.

Ottawa, October 29, 1984 and June 21, 1985
In force June 211985

Yugoslavia

Air Transport Agreement between the Government of Canada and the
Govemment of the Federal Executive Council of the Assembly of
the Socialist Federal Republic of Yugoslavia (with Memorandum
of Understanding).

Belgrade, November 16, 1984
In force Provisionally November 16, 1984

Air Transport Agreement between the Government of Canada and the
Govemment of the Federal Executive Council of the Assembly of
the Socialist Federal Republic of Yugoslavia (with Memorandum
of Understanding).

Belgrade, November 16, 1984
In force Provisionally November 16, 1984
in force Definitively March 21, 1985

Zambia

Agreement between the Govemment of Canada and the Government of
the Republic of Zambia for the Training in Canada of Personnel of
the Armed Forces of the Republic of Zambia.

Lusaka, January 10, 1984
In force January 10, 1984
With effect from August 20, 1966

Convention between the Government of Canada and the Government of
the Republic of Zambia for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with respect to Taxes on Income.
Lusaka, February 16, 1984

1. International Agreements: Multilateral

Agreement between the Intemnational Atomic Energy Agency and the
Governments of Canada, Jamaica and the United States of
America conceming the Transfer of Enriched Uranium for a Low
Power Research Reactor.

Done at Vienna, January 25, 1984
Entered into force January 25, 1984

International Sugar Agreement, 1984.
Done at Geneva, July 5, 1984

Protocol to the Intemational Convention on the Conservation of Atlantic
Tuna.
Done at Paris, July 10, 1984
* Signed by Canada September 10, 1984

Protocol to the 1979 Convention on Long-Range Transboundary Air Pollu-
tion on Long-Term Financing of the Cooperative Programme for
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Monitoring and Evaluation of the Long-Range Transmission of
Air Pollutants in Europe (EMEP).

Done at Geneva, September 28, 1984

Signed by Canada October 3, 1984

1984 Protocol amending the interim Convention on Conservation of North
Pacific Fur Seals of February 9, 1957, as amended.
Done at Washington, October 12, 1984
Signed by Canada October 12, 1984

Intemational Telecommunications Convention with General Regulations
and Annexes, and Protocols.
Done at Nairobi, November 6, 1982 -
Signed by Canada at Nairobi, November 6, 1982
Canada’s Instrument of Ratification deposited at Geneva, Octo-
ber 11,1983
Entered into force January 1, 1984
Entered into force for Canada January 1, 1984

Optional Additional Protocol to the International Telecommunication Con-
vention (Nairobi 1982).
Done at Nairobi, November 6, 1982
Signed by Canada at Nairobi, November 6, 1982
Canada’s Instrument of Ratification deposited at Geneva, Oct
ber 11, 1983 .
Entered into force January 1, 1984
Entered into force for Canada January 1, 1984

Amended Text of Article VI of the Convention on Facilitation of Intema-
tional Maritime Traffic, 1965.
Done at London, November 19, 1973
Entered into force June 2, 1985
Entered into force for Canada June 2, 1984

Convention on the Transfer of Sentenced Persons
Done at Strasbourg March 21, 1983
Signed by Canada March 21, 1983
Canada’s Instrument of Ratification deposited May 13, 1985
Entered into force for Canada July 1, 1985

Intemational Sugar Agreement, 1984
Done at Geneva July 5, 1984
Canada’s Instrument of Accession deposited February 20, 1985
Entered into force Provisionally February 1, 1985

Amendment to Article V1.A.1 of the Statute of the International Atomic
Energy Agency.
Approved September 27, 1984
Canada’s Instrument of Acceptance deposited July 15, 1985

International Convention on Maritime Search and Rescue, 1979.
Done at Hamburg April 27, 1979
Canada’s Instrument of Accession deposited June 18, 1982
Entered into force for Canada June 22, 1985

Convention against Torture and other Cruel, Inhuman or Degrading Trear
ment or Punishment.
Done at New York December 10, 1984
Signed by Canada August 23, 1985

Vienna Convention for the Protection of the Ozone Layer.
Done at Vienna March 22, 1985
Signed by Canada March 22, 1985

Protocol! to the 1579 Convention on Long-Range Transboundary Aif Polr
tion on the Reduction of Sulphur Emissions or their Transbount
ary Fluxes by at least 30 percent.

Done at Helsinki July 8, 1985
Signed by Canada July 9, 1985

Protocol amending the interim Convention on Conservation of Norh
Pacific Fur Seals of February 9, 1957, as amended.
Done at Washington October 12, 1984
Signed by Canada October 12, 1984
Canada’s Instrument of Ratification Deposited May 16, 1985
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Visit to South Africa

by Bhupinder Singh Liddar

In a world where freedom is becoming increas-
ingly rare, our country today is a symbol of the
expansion of freedom, of the upholding of free-
dom of religion and free enterprise, sustained by
equal rights before an independent judiciary.

This statement by the State President of South Africa, P.W.
Botha, at the opening session of the “Parliament” boggles
the mind, filled as it is with the television images of vio-
Jence, riot and general unrest that has gripped that un-
happy country. The President was not speaking to the
foreign news media but to the elected white parliamen-
tarians of the Republic of South Africa.

Referring to the victims of violence and unrest, the
State President further stated in that same speech, “Allow
me once again to express my sympathy with the suffering of
all those affected” — knowing full well that more than half
of those were Blacks killed by police.

These are some examples of what has come to be
termed double-speak or “Bothaspeak!”

An opportunity presented itself to me recently to
travel to this land where Botha-as-freedom contrasts
sharply with Black unrest. Where does the reality lie?
Having been born in Kenya and having spent many years
there, as well as in independent Zimbabwe, 1 felt a com-
pelling desire to seek an answer to this question. I knew I
did not have to go to South Africa to know what
“apartheid” was all about. We experienced shades of it in
Ker}ya and up until recently Rhodesia operated the same
regime under Ian Smith. Separateness along racial lines —
separate schools, separate residential areas, separate
cemeteries, separate hospitals, and disparities such as
hlgher wages for the Whites than non-Whites for the same
Job — and certain jobs (including that of writing parking
tickets) reserved for Whites!

3

The most ‘deceptive argument presented by the pro-
itatus quo South Africa observers is that the situation is
complicated,” and that one really has to go to South
Africato fully understandit. This line of appeal wasused to
ivite Canadian parliamentarians and business leaders to
show them the “good” life of the African. Many were
convinced of the “civilizing” efforts of the South African

regime and of its righteousness.

Tourist in South Africa

7 It was from Harare that I flew to Johannesburg by Air

blmbabwe. There are frequent daily flights by Air Zim-
abwe and South African Airways between the major cities

Apartheid at work
Wilf that be cash or tokens?

of these nleighboring states. An active South African com-
mercial office exists in Harare in a building decked with a
South African flag. There is also considerable cooperation
between the railways of the two countries, because of geo-
historical factors. v

The man who sat next to me was a young white student
of pharmacy in South Africa who had been visiting friends
and relatives in Zimbabwe. He and his family belong to
those who, upon Zimbabwe attaining independence, de-
cided to pack up and head south. He seemed concerned
that about 3,500 Whites were leaving South Africa every
month as a result of recent unrest. What were his impres-
sions of Zimbabwe? He was impressed with the progress
Zimbabwe had been able to make and the cordial race
relations that existed. A number of South African Whites
were concerned about being conscripted into the army to
fight yet another liberation army and were contemplating
returning to Zimbabwe. A familiar experience of talking
with white South Africans outside their country is the
degree of misinformation they can accumulate and
disseminate.

This young white pharmacy student told me
confidently that all universities were open to all races.
Technically he was right, except that a non-White who
wishes to attend a predominantly white university has to
obtain a ministerial permit. A couple of days later I read in
the papers that the Minister of Education had declared four
universities now open to all races, thereby dropping the
permit requirement to gain entry. There remain other uni-
versities, however, to which non-Whites still cannot gain
admission. Discrimination permeates education at the pri-
mary and secondary school levels too. For instance in the
1983-84 fiscal year, per capita spending was approximately
$992 for Whites, $653 for Indians, $341 for Coloreds and
$141 for Blacks. This disparity in spending on education
leads to obvious results released recently on illiteracy rates
for South Africans over the age of fifteen: 33 percent for
Blacks, 15.5 percent for Coloreds, 7.6 percent for Indians
and 0.72 percent for whites. While this progressive an-
nouncement was being made, another report appeared
alongside, stating that “the quota system which pegs the
number or percentage of other race’s students which may
be admitted to white universities will still remain in force.”

The South African government hasstrategically desig-
nated residential areas along racial lines, so that it makes it

Bhupinder Singh Liddar is an Ottawa writer associated
with Parliamentary Liaison.
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Apartheid at work

easy for the government to argne against mixed schools.

The government, of course, has no intention of integrating -

schools, but can use the pretext of geographical proximity
of schools to residential areas to pursue the policy of
separateness.

In Kenya, prior to independence, and in Zimbabwe
under the Smith regime, a similar policy of separation of
schools on racial lines was pursued. Upon attaining inde-

. pendence or majority rule schools in both countries were

made multiracial. This greatly contributed to racial har
mony. Policies of racial segregation were practised by the
English in Kenya and Rhodesia. In Rhodesia’s case one
could not find a more English-sounding name to lead the
country than “Smith.” It is, therefore, ironic when one
hears English-speaking apologists in South Africa blaming
the Dutch settlers or Afrikaners exclusively for the ills of
apartheid. After all, the English-speakers make up 40
percent of the white population.

Apartheid everywhere

Now back (o arrival at Johannesburg airport. A British
Airways jurubo was landing, and departures to Mauritius,
Malawi, Botswana, Luxembourg and France were listed
for the day. From the plane one gets into the bus driven by a
white woman in her forties. The Immigration Officer
points out that since I have a visa stamped to visit Kenya
during the onward journey he would not stamp it, but affix
one of the stick-on visas. This is to avoid any complication
in being allowed into Kenya.

The Immigration and Customs Officers are Whites,
while the bag-handlers and porters are Blacks. The bank
where 1 cash travellers’ cheques is staffed by Whites only. 1
board the airport bus to Johannesburg driven by a Black
with all shades of people on board.

Into Johannesburg — a bustling metropolis. We go
past the exhausted gold mines, now packed away into neat
rectangular piles. These piles of dust that were once gold
seemed to symbolize the exhaustion of the ruling regime.

Once in downtown Johannesburg one begins to notice
the double-decker buses (not painted red!) with white
passengers and single blue-grey colored buses carrying
black passengers and driven by Blacks. The sidewalks are
shared by all races — on equal footing for once!

Whites and Blacks mingle freely in downtown stores.
Only Whites are allowed to own businesses in the down-
town area known as the CBDA, Central Business District
Area. This is the case with all major centers. These were
the areas effectively boycotted during last Christmas sea-
son. White shopkeepers became aware of their reliance on
the spending-power of the Blacks as a result of this exer-
cise. You hardly met any storcowner who did not feel the
pinch. An extended and a more effective boycott at Christ-
mas this year is being feared by businessmen. One does,
however, run across a shop or two being operated by an
Asian. How did he manage to secure the store in this
restricted area? Well, he bought it in the name of a White
and paid him a nominal fee for the use of his name! There is
no manifestation of hatred or violence in the streets but
there is certainly a sense of nervousness and bitterness.
There is tension. '

ch/April 1986

Separate buses, but shared trains

One day I decide to visit an acquaintance in Pretoria,
who once was stationed in Ottawa. There are regular by
and train connections between Johannesburg and Pretoria,
the seat of the executive branch of the government. (The
legislative capital is Cape Town.)

1 go down to the Johannesburg train station to inquire
about train departures and to obtain a ticket to Pretoria. |
buy a newspaper from the vendor and engage in a conver.

sation about changes that are being brought about. The }

charming newspaper vendor points to the pedestrian mal
adjoining the railway station. It was once forbidden terri-

tory to non-Whites but they can now walk there. Inouw §
brief encounter he nervously tells me that the Townships |
(areas where Blacks live) are very politicized and thereisa |

lot of political activity there. He points to a restaurant |
across the street where he was not allowed to enter because |
of the color of his skin. He hopes that will change — though |
he does not sound as though it will happen soon. 1 go pasta |

coffee shop in the railway station complex which hasa |

prominently displayed sign “Whites only.” As I enter the
train station, I realize that the place is divided on racial |

lines. There are separate entrances to the station for |

Whites and non-Whites. Inside the railway station is an- |
other coffee shop with a sign hanging in'the window (like {
the closed and open sign) which states “Whites only.” |
Someone, probably a black man, washes that window ev
eryday with that hideous sign hanging as an ugly reminder {
of the rules of the game. As I proceed towards the informa-
tion desk I encounter another sign over a door “Genera
Waiting Room — Whites Only!”

On to the information counter staffed by Whites.
Asked to proceed to the ticket counter. Staffed by Whites.|
buy my ticket to Pretoria and proceed to the turnstiles |
manned by tough-looking white women. I run down the |
stairs to the platform. As usual, I think I shall miss the |
train. It is departure time. As soon as I get to the platforml |
am confronted by a string of coaches each clearly marked |
“Whites only.” What do I do? I say to myself, “I am ot |
White.” I have made it so far because the authorities must
have bestowed upon me the dubious honor of being 2
Mediterranean!

There are only Whites in the coach I am in. Even the
ticket examiner is White. Nothing seems to have changed |
sincethe days of Gandhi! We are on our way to Pretoria. Al |
very station I notice toilet facilities marked “Men — Whitt !
only.” Later on after one of our stops at a suburban station]
see a few Blacks on the platform. I stick my head out of the |
window and notice that the front section of the train isfor |
Blacks — and they even have a black ticket examiner! T }
Whites and Blacks enter and leave the train through sep
arate entrances and exits. At one station a black woma!
runs to board the train. She misses the train not becausesht ;
is too far from it, but because she is too far from the coachts |
for the Blacks up front. She dared not have jumped into the |
coaches for the Whites. Here she is in a country where I |
people make up 71 percent of the population of 32.5 mik
lion, but a mere 17 percent (the Whites) are dictating ¢
lives of the rest of the population and making laws affectit
every little detail of their lives. Colored (mixed race) makt |

up 9 percent of the population, while Asians account for}
percent. :




Getting an early start

At one train station we pick up a large number of
school children — boys and girls in their late teens. I
wondered about these white children and their world-view.
They live in white suburbs, socialize with white families

ria,
bus
JTia,

The only, board a train with “Whites only” coaches to school,
. attend exclusively white schools, play with white friends,

uire attend church with white congregations and their only
1a. ] contact with a black African is with their gardener or cook
wver at home or the nanny who brought them up! The Whites do
The not only want to maintain their exclusivity but also their
mal social superiority. Yet they want to be known as Africans.
CIm- They have, however, never lived as though they belong to
L our Africa. The school children could have been coming out of
ships | any British public school. They are Africans of con-
isa t venience. The color of their skin assures them a secure job
brant | after graduation.

-Ause | The same pattern of separate waiting room for
ough | “Whites” is repeated at Pretoria railway station. I walk
asta down to see the acquaintance at the Government’s Bureau
has & of Information. It is a 7-storey building in downtown Pre-
T the toria. From the time I enter and the time I leave I do not see
racial a single non-White in the building. My acquaintance talks
n for about the universities being open to all races. He mentions
is an-
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: 'I'Our country today is a~syh1bol of the expansion of freedom . . .sustained by equal rights before an
dependent judiciary . . . .We accept one citizenship for all South Africans, implying equal treatment and
{0pportunities.” State President PW. Botha in the South African Parliament, January 31, 1986..

Apartheid at work

universal citizenship being extended to all South Africans.
It is merely an attempt to cover up the failure of the policy
of establishing “independent” homelands with 1espective
citizenships. The Blacks are now being restored their right
to citizenship of South Africa. The homelands of Transkei,
Bophutatawans, Venda and Ciskei were merely labor pools
for South Africa and not economically viable entities.

The Immorality Act forbidding interracial marriages
has been scrapped. The question arises: if an interracial
couple were to get married and want to settle down, where
would they live? In a black area? A white area? While my
acquaintance rattles off the government record, I casually
mention my dilemma earlier in the afternoon when I stood
facing a coach marked “Whites only” and having the option
of either hopping the train or missing it altogether — in
which case I would not have seen him at the appointed
time. He shyly informs me that the railway system is still
segregated along racial lines.

On my way back to the bus station I walked into a
government building to inquire for directions to the bus
terminal. I see one black man among hordes of Whites
leaving the building. I encounter a young soldier at the
front desk who, having also finished the day, volunteers to
walk with me for a few blocks towards the bus terminal. He
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is young looking. He tells me he had been in the army for
six years. He is concerned about the “terrorist” activity of
the ANC (African National Congress) reaching the urban
centres. Only last year the ANC had struck a sub-power
station in Pretoria.

Urban political violence has many Whites worried.
Once the downtown business areas become vulnerable to
bomb attacks the white community will no longer feel that

" it is invincible.

While Pretoriais a clean and organized city there is an
air of distance from reality. As in Ottawa, civil servants
pour out in droves, form lines at the bus stops and within a
short period the city core begins to look deserted. At the
bus stops there are benches marked “WHITE BUS PAS-
SENGERS ONLY.” The buses are exclusively for Whites
and driven by white bus drivers!

An Asian view
Onpe evening we drive south from Johannesburg to
Lenasia — Land of Asia! This place is home to about
200,000 Asians. Asians working in downtown Johan-
nesburg have to make about a 30-kilometre trip each way
by car or take the train. As one drives along the highway to
Lenasia one sees the signs for Soweto. Immediately one is
filled with images of funerals, rock-throwing and clenched
fists. One becomes a little nervous. We approach closer.
One sees rows of neatly arranged houses. Smiling children.
No funeral or a demonstration today. One crosses the
highway to Lenasia and one sees opulence. This is no
Soweto. One sees street lights, while back across the high-
- way there are those overhead lights that light up whole
areas. The meaning is clear: the Asians are the buffer zone

between the Blacks and the Whites. The display of materis
well-being is a daily reminder to residents of Soweto across
the highway, while the luxury of the Whites is hidden away
in the northern parts of Johannesburg.

Ispend the evening with an Asian family. The sons te]]
me that a growing number of Asians, especially the young
ones, are identifying with the poht1cal goals of the ANC
and the black majority. I am told once again that the House
of Delegates for Asians does not have the confidence of the
Asjan community. Only 4 percent of the ehglble voters cast
their votes.

A tricameral Parliament was created under a new
Constitution which came into force in late 1984. Under the
new arrangement Whites are represented by a House of
Assembly, Coloreds by a House of Representatives and
Asians by a House of Delegates. The majority of the
population — the Blacks — have no elective chamber.

The Lenasia family informs me that no substantial
reforms have taken place. There is a lot of talk to appease
the international community, but no action is being taken
on the domestic front. One of the sons went to watch a

rugby match with some of his white coworkers earlier this §

year. He, not being White, was turned away from sitting
with his white coworkers.

There is almost universal feeling that the situationin §

South Africa is going to get much worse before it improves.

There is no immediate danger of civil war but it is ap- }

proaching. The feeling is that unless the international com-
munity — especially the West— undertakes to bring about

a negotiated settlement through the aegis of an interna- ¢

tional constitutional conference, South Africa is poised on

the brink of a bloodbath unlike any yet seen on the con- ;
tinent. 0}

talking up the
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The latest in development
Taking NGO for an answer

Foreign aid and NGOs

by Jutta Teigeler

There are about 300 voluntary international develop- -

ment agencies registered across Canada, and many
organizations with headquarters in Montreal, Ottawa or
Toronto have local branches in small town and rural areas.
They have pronounced themselves on many foreign policy
issues, and they are becoming increasingly professional
and successful in their lobbying efforts. Yet they have been
slow to gain public recognition as a real or imaginary force
in the Canadian policy-making process on the federal and
provincial levels.

Characteristics of Canadian NGOs

The term “NGO” was originally coined by the United
Nations. Today many NGO people feel that the term is
restrictive and some are increasingly using the term
“CVO” or even “CIVO”(Canadian international volun-
tary organization). The diversity of Canadian NGOs ac-
cording to mission, resources, definition of development,
field of intervention and political orientation virtually de-
fies categorization. Certain NGOs operate only in specific
sectors, such as health, while others have multisectoral
programs. Some are well established and are linked to
larger social organizations with broad memberships and
substantial independent financial resources, while others
are small, community-based and operate on shoestring
budgets. Some are mainly fundraisers for their overseas
programs, while others devote their resources to producing
resource materials and staging educational events about
global issues. More than 200 receive subsidies from the
federal government.

With respect of their influence on the formulation of
Car;adianforeign policy, NGOs have been broadly cate-
gorized according to the following criteria: '

Group 1, with NGOs that rarely take stances on
political issues or produce development education
literature which criticizes Canadian development
policy (including agencies such as Foster Parents of
Canada and World University Services of
Canada).

Group 2, with a relatively small number of secular
development organizations which focus their
efforts on shaping Canadian policies on a few spe-
cific issues or geographic regions (including agen-
cies such as Inter Pares or the South Pacific Peo-
ple’s Foundation).

GrouP 3, comprising the major churches, that are
carrying out substantive advocacy work and pro-

|

ducing development education material some-
times highly critical of official Canadian foreign
aid policy (including agencies such as the Cana-
dian Catholic Organization for Development and
Peace and the International Defense Fund for
Southern Africa).

Innovation, flexibility, lack of human and financial
resources and a streak of anarchy assure that work in the
international voluntary sector never becomes boring. Typ-
ically, a new NGO is created by a group of people inspired
by a dynamic, charismatic leader with a dream, contacts,
know-how and lots of energy. This individual may even-
tually withdraw or be “replaced” as the organization ma-
tures, institutionalizes and defines its ideological base.
These changes in direction are responsible for the colorful
reputation of some NGOs as hotbeds for political infrigue
and power struggles.

In a typical NGO the policy-making Board members
are composed of community volunteers, while paid work-
ers operate the programs of the agency. Nigel Martin,
Executive Director of the Canadian Council for Interna-
tional Cooperation (CCIC), an umbrella organization co-
ordinating the activities of about 120 registered Canadian
international charities, maintains that “community-based
volunteers alone assure the legitimacy of the NGO within
its community and therefore its accountability to that com-
munity.” NGOs also choose their projects in this spirit of
“people’s participation.”

Sources of funding

NGOs rely to a large extent upon voluntary donations
from the public which they solicit largely by appeals to the
heart rather than to the head. Government subsidies are
another important source of funding. Most NGOs receive
matching grants (government-to-private) on a 1:1 ration,
but it can be 3:1, and, in special cases, an NGO can receive
up to 90 percent in governmental funding for projects it
executes for government as part of a larger bilateral
agreement.

Most NGOs now stress global interdependence and
increasingly advocate political activity for change. They no
longer provide mainly relief assistance, but instead prefer

Jutta Teigeler is an Ottawa consultant specializing in
international development.
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to concentrate on long-term development programs in
areas such as health care, education and food production.
There still are a considerable number of evangelical NGOs
which combine charity and missionary zeal.

Changing programs

Over the years many NGOs have been able to build a
solid reputation for “people-oriented” development, with
an ability to respond quickly and effectively to community
needs. Their cost-effectiveness in project delivery has
drawn a considerable amount of praise from high ranking
civil servants and parliamentarians. NGOs serve as a
buffer before legislation is introduced, partly because their
projects are easily understandable — they represent moth-
erhood — and partly because they represent constituencies
and, accordingly, votes.

The share of Overseas Development Assistance going
to NGOs has increased substantially in recent years, and
there is speculation that this upward trend will continue. In
1968 CIDA supported twenty NGOs with a total of $5
million, amounting to 2 percent of CIDA’s total budget,
food aid excluded. In 1984-85, CIDA funded approx-
imately 200 Canadian NGOs with a total of $169 million, or
approximately 10 percent of CIDA’s budget. Public contri-
butions to NGOs have increased despite the economic
recession. The overwhelming response of Canadians to the
African crisis sent the federal government twice scurrying
for funds to fulfill the promise to match private funds on a
1:1 basis.

“We have learned that governments and the private
sector need each other in development,” says Lewis Perip.
bam, CIDA’ Vice President for Special Programs, the
Branch that administers federal contributioiis to the volup.
tary non-profit sector. “International development . . re.
quires the participation of citizens . . . .Fortunately, we
have the means at hand to involve citizens. We can do 5o
through the vast array of voluntary organizations.”

But with success comes new pressures. Although some
experienced NGOs have seen a fast increase in funds avail-
able for overseas programing, this increase signifies a bit-
tersweet progress for some people in the community who
maintain that the autonomy of NGOs has been jeopar
dized. Most NGOs like to think they are in the driver’s seat
when it comes to programing. They prefer to formulate
their programs independently with their overseas partners,
and then to ask government to “respond” to their requests
for matching funds. Bilateral, government-to-government
development assistance, tends to reinforce the status quo,
because it goes from one political body to another political
body. But development, by its very nature, is changing the
status quo. NGOs like to see themselves as independent
moral and ethical forces in international assistance and
politics.

However, government priorities can have a strong in-
fluence on the type of project an NGO chooses to under-
take. A renewed interest in support for the small-scale
business sector and private enterprise, in the Third World

NGOs protest in Ottawa against the use of government funds to promote arms sales in the Third World.
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and at home, was reflected in an address by Monique
Vézina, Minister of International Relations, to the 1985
CCIC Annual Meeting. “New fields of action are opening
up,” the Minister said. “Look at their possibilities! For
example, micro-enterprise development focuses on the
poorest on the most individual level . . . .To a develop-
ment agent, the micro-enterprise approach implies great
freedom of action, because there is no format imposed
from above . . ..You have all the qualities needed for
those enterprises. I hope you will put these qualities at the
service of this type of project.” With such encouraging
words from one of the Ministers responsible for the alloca-
tion of funds, it may be expected that some NGOs will be
tempted to grasp the opportunity and expand their pro-
graming into new fields, even if they have not yet been able
to evaluate these fields on their own terms.

Partnership, cooptation or marriage of convenience?

The cooperative “partnership” model of the Canadian
governmental and non-governmental sectors has received
international praise, but it has not been without its prob-
lems. Many NGOs have become very dependent on public
funds, and the principle of “you shouldn’t bite the hand
that feeds you” can be felt in instances of subtle self-
censorshop or conflicting priorities. In 1983, the federal
government decided not to extend funding to SUCO, a
Quebec-based, politically very active NGO that had suf-
fered from continued internal crisis. Justified or not, the
example of SUCO has laid bare the power structure under-
lying the partnership principle and the vulnerability of
NGOs that rely almost entirely on federal contributions for
funds. It also demonstrated the crucial importance of coop-
eration and information-sharing for the survival of the
entire community.

The question of NGO autonomy and the ability to
formulate independent policy-stands becomes especially
important in cases where official government policy con-
flicts with the views of the voluntary agencies, such as in the
case of Canadian aid and foreign policy in Central Amer-
ica. Many NGOs have over the years combined their ad-
vocacy efforts for changes in Canadian policy towards the
region. Briefs were presented to a succession of External
Affairs ministers, and most of the time the ministers took
great care to meet personally with the NGO
representatives.
~ One would be mistaken, though, to interpret the min-
ister’s willingness to listen to the NGO point of view as
NGOs having significant impact on foreign policy. When it
: comes to real politik, where US security interests come
first, Canadian NGOs have been politely received, but
their submissions, by and large, have not been translated
nto official Canadian aid or foreign policy. To date'no
Qanad1an embassy has been established in Nicaragua, and
| aid to El Salvador has been resumed despite the violent
| Protests of NGOs with experience in that country.
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Political scientist Cranford Pratt maintains that “gov-
ernment does not deal with critical internationally-ori-
ented public interest groups in the same way as it deals with
business and industry because it neither attaches the same
importance to the issues they raise nor is it seriously con-
cerned to incorporate them into the government-led con-
sensus. . . .Foreign policy is primarily shaped by commer-
cial interest and promotion of trade. The government goes
through the process and sets up consultations, but in the
end these consultations are only pro-forma.” '

NGO leaders, by and large, agree with this assess-
ment, although they add that there has been progress, that
cooperation between organizations is getting better and
better, that they are learning to understand the political
process and that there have been far more consultations
than in the past. '

Cooperation means strength

NGOs have been most successful in their advocacy
efforts when they have been in alliance with other com-
munity groups or with larger networks. For example, inter-
national development NGOs were successful in their
efforts to redefine what Revenue Canada considered to be
“political activity” before it would grant charitable status
to a voluntary agency. This success, however, was based on
a large alliance of voluntary agencies coming together
under the auspices of the National Council for Voluntary
Organizations, which coordinates a large part of the do-
mestic and international voluntary sector.

In the health field, NGOs have also been able to make
some inroads. Recently, a coalition of international devel-
opment organizations, consumer organizations and health
groups successfully lobbied against changing the law that
would limit the production of generic drugs. But the tug-of-
war between multinational drug manufacturers and com-
munity groups is far from over. In another example, con-
sumer groups and development organizations have suc-
cessfully protested against the permission to market the
contraceptive Depo-Provera, banaed in the US, which has
been linked to cancer, and which affects the health of
Canadian women as much as of women in the Third World.

It will take a great deal of energy and creativity to
transform the vision of social justice, international respon-
sibility and harmony, first conceived in the minds of nine-
teenth-century missionaries, into the reality of the twenty-
first century, where superpower interests regularly clash in
the Third World and the threat of international nuclear war
is ever present. Voluntary movements within society have
been compared to the cells that fight infection in the human
body or the cells that help the larva turn into a butterfly.
The driving force behind this metamorphosis will undoubt-
edly be provided by the dreams of some obstinate private
citizens in the voluntary sector. And in the process we may
expect to see a few ugly moths among the beautiful but-
terflies. |
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More parallax than paradox

by Allan J. MacEachen

The 49th Paradox: Canada in North America by
Richard Gwyn., Toronto: McClelland and Stewart,
1985, 362 pages, $22.95.

Richard Gwyn is a political journalist who has a repu-
tation for pithy political commentaries. He possesses an
observant eye and writes well. In his previous efforts at
longer literary output — The Shape of Scandal, Small-
wood, The Northern Magus — he wrote about subjects of
which he formed firsthand impressions from his pew in the
press gallery.

The 49th Paradox is, as Gwyn himself admits, a bit of a
departure from his previous efforts. It is the product of six
months “full time work” (p. 349) between January and July
- 1985. Its motivation sprang from a desire “to understand
my own country better” and “a pragmatic calculation that
Canada-USA relations would be a hot subject in 1985” (p.
10). This, perhaps, is the cause of the paradox within The
49th Paradox, for while always readable, it is not always
reliable.

Canadians, Mr. Gwyn tells us, are different from
Anmericans. This profound conclusion is a consequence of a

political culture “utterly unlike” that of the United States’

— a claim that will provide fleeting reassurance to those
seeking clues as to the content of Canadianism. Ours, says
Mr. Gwyn, is a “culture of liberalism” (p. 173) which must
not, however, be confused with the formal ideologies, such
as'they are, of Canada’s alternate governing parties, the
Liberals and the Conservatives. This culture has produced
a value system based on “decency institutionalized” which
has found expression in many forms: medicare, equaliza-
tion, bilingualism and multiculturalism, the Charter of
Rights are some examples.

Liberals, liberals and “liberals”

Recognizing the difficulties of identifying the moment
of tramsition to this “liberal society” the persevering Mr.
Gwyn embarks on a personal crusade and finds his holy
grail in two places: “church basements and inside church
and chapel pulpits” and Gad Horowitz’s description of
“Red Toryism.” These paradoxical themes fused as one,
and Mr. Diefenbaker’s election victory of 1957 and the
Quiet Revolution of 1960 transformed Canada “from a
conservative society to a liberal one” (p. 173).
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I confess that my astonishment at this revelation was
exceeded only by Mr. Gwyn’s description of those who
personify this transmutation: J.S. Woodsworth, Stanley
Knowles, Bill Blaikie, Bob Ogle, the MacDonalds (Flora
and David), David Crombie, O.D. Skelton, Norman
Robertson, W.A. MaclIntosh, Eugene Forsey and Stephen
Lewis — the latter, perhaps because he has confessed, ‘1

like Tories” (p. 170). Even R.B. Bennett finds admissionto:
this unlikely pantheon. This prevailing political culture:
does not feature a prominent member, nor indeed an!
obscure one, of the Liberal party (although Pearson would:
seem to have qualified when he was an “Ottawa man-
darin”), nor any Quebecker (except Brian Mulroney “at!
the 1976 leadership”). One is left wondering how it came.
about that almost all the manifestations of legislated or:

“institutionalized liberalism” were established by poli
cians and a party whom Gwyn excludes from the contem-

porary political culture and during an epoch when his
prevalent culture’s messengers and personifications sat in

opposition.

Nationalism

Nationalism occupies much space in this book. Gwyn

readily admits in the Foreword that it would have been
“impossible” to be executive assistant (1968-1970) to Eric
Kierans, the “golden oldie of nationalists,” and “pretty

hard” to write political columns for the Toronto Star and

not be a nationalist. This book is offered as a possible nev

nationalist agenda. Unfortunately, no effort is made to tie.

the political culture of liberalism to the substance of n&
tionalism and nation-building. Rather they are treated &
separate developments on separate tracks.

Until the advent of Walter Gordon, Mr. Gwyn is cor:
tent to describe the history of nationalism or nation-build"

ing through the contending views and policies of Sir John
A. Macdonald’s National Policy, Sir Wilfrid Laurier’s Re
ciprocity and the-stillborn trade discussions of the latt
1940s. That description forcibly reminds us that attitudes

and prejudices of the past still live on in Canada an
strongly influence the current debate in Canada on a bilat

eral trade agreement with the United States. To his credi
Mr. Gwyn attempts to situate the debate in the reality d

Canada’s contemporary circumstances and not in the fear:

and prejudices of the past.




To free trade or not

o Notwithstanding his status as self-declared nationalist,
i | Gwyn opts for free trade with the United States (p. 331),
1 despite his conclusion elsewhere that “a choice in favour of
| free trade today would represent, almost certainly, the
| choice for North American economic union tomorrow”
) (p. 302). In his thoughts on trade the author expresses the
4 yiew that “for most practical purposes a Canada-United
| States agreement already exists” (p. 286), a conclusion
-1 which is undoubtedly related to his further belief that
1 “Canada enjoys the equivalent of something like 90 per-
A cent access to the 230-million market that exists next door”
| (p. 287). The reconciliation of these seemingly contending
| elements in the author’s beliefs:

— nationalism;

— support for free trade with the United States;
and

n was
. who — North American economic union as an almost
anley certain consequence of free trade between the two

countries

Flora
Tman| 4 s left for the most part, if not entirely, to the reader.
ephen| While I concur with Mr. Gwyn’s “vote” for freer trade

ith the United States (and elsewhere), I question his logic
| that a further reduction in trade barriers with the Amer-
icans “will certainly evolve into economic union” (p. 331). 1
1 see no sign that past tariff reducing rounds, most of which
{ have been conducted under the auspices of the GATT, have
| created an “impending, and already manifest, erosion of
4 national economic sovereignty.” On the contrary, the eco-
| nomic consequence of past policy has been both greater
1 trade liberalization and enhanced Canadian ownership and
ontrol of our economy.

Oil and the US

1 Weare also told about foreign ownership, the rise and
1 of FIRA (Foreign Investment Review Agency), the
EP (National Energy Policy) and so on. Mr. Gwyn’s
bservations and my recollections of many of these events
enotin harmony. For example, Mr. Gwyn claims that “to
eep the NDP on side during his minority term, Trudeau
nounced a national oil policy, out of which came, in 1975,
e oil and gas crown corporation” (p. 80).

As Leader of the Government in the House of Com-
ons during the minority period and responsible for hold-
g discussions with all Parties, including the NDP, I know
atatno time (and I recently checked this out with Donald
acdonald who was Energy Minister at that time) did the
eation of a National Qil Policy or the National Oil Cor-
jporation become a matter of contention or negotiation
mong the Parties. The genesis of a National Qil Policy was
ot the product of the exigencies of minority government
ut the result of early and, in my view, far sighted discus-
ons in Cabinet and Caucus. Energy policy came under
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titudes ndamental examination in the Cabinet during the first
ja and ‘18overnment of Mr. Trudeau, and the question of a National
a bilat - {01l Corporation was addressed directly in the publication
; credi 1 An Energy Policy for Canada Phase I, June 1973.”

 lity o Nor do I remember- at any point believing that the
e fears - 20Vernment was threatened by any other policy item. If

ackmail had been the method of procedure, the opera-
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tion of the minority government would have been consider-
ably curtailed.

Mr. Gwyn interprets much of the NEP in light of the
reaction of the United States. He claims, for example, that
in the winter of 1981 Mr. Lalonde proposed to discard the
crown share or “back-in” as “politically indefensible” but
was frustrated by Mr. Trudeau. At that time I held the
Finance portfolio, but I do not recall, nor does Mr.
Lalonde, any such veto by the Prime Minister. The Liberal
government did not yield to repeated American requests to
modify or abandon our policy. It was both defensible and in
Canada’s national interest, even if it did disturb our Amer-
ican friends. Differences between sovereign nations over
their respective interests are inevitable. Mr. Mulroney’s
governmeht has acceded to the American request, which
obviously pleases Mr. Gwyn. He does not throw any light,
however, on what Canadian interest was served in our
bilateral relations by the abandonment of the crown share,
in view of American reluctance to accommodate Canada
with any commensurate gesture, such as accommodation
on acid rain. '

As for FIRA — much discussed by Mr. Gwyn as a
source of friction between the two governments — it had
become a non-issue in Canada-United States relations and
had disappeared from the bilateral agenda well before Mr.
Trudeau left office.

Dealing with Americans

Mr. Gwyn seems to take some relish in painting a
generally bleak picture of Canadian-American relations in
the period 1980-84 (i.e., “The state of relations during
Trudeau’s last term . . .is without historic parallel . . . .Ca-
nadians in effect told Americans to go to hell” p. 124). This
situation is ascribed in part to his observation that “Tru-
deauand Reagan didn’t getalong at all” (p. 313). As foreign
minister in the latter part of this period I was present at the
bilateral and summit meetings between Mr. Trudeau and
Mr. Reagan. While theirs was not a raving friendship —
independent leaders seldom permit themselves this luxury
— I thought the two got on pretty well; indeed at the
London summit (1984) after a rather tense discussion on
peace and security, the Prime Minister and I found the
most empathetic of the leaders was the President.

Mr. Gwyn is full of praise for the new and markedly
different form of Canadian diplomacy practised from 1981,
based on such illuminating insights as “there is an element
of public diplomacy to diplomacy” and “that in order to
win, Canda must enlist Americans onto its side” but “not to
overdoit” (p. 262). I was not aware that our approach to the
USA during my second stint as foreign minister (1982-84)
was all that different from that during my earlier period in
External Affairs (1974-76). Differing circumstances do
create different requirements; that is precisely what has
occurred under the leadership of the illustrious list of Cana-
dians who have represented Canada in Washington, of
which Mr. Gotlieb, the present incumbent, is characteristic
in zeal and skill.

The decision to enter into exploratory discussions with
the United States on sectoral free trade and the testing of
the cruise missile are dealt with pointedly and incorrectly
by Mr. Gwyn. The cruise missile decision was implemented
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not because of American pressure but because of our com-
mitment to NATO solidarity. Indeed, Mr. Gwyn comes

Schmidt had a great deal to do with convincing Mr. Trudeau
to test the cruise. Mr. Schmidt was an author of the NATO
“two track” decision. Had we not agreed to test an un-
armed cruise, we feared the effect on those European allies
who had to decide to deploy the armed cruise and Pershing
IT missiles. At the same time, however, the government
_sought to play an active role through the peace initiative in
removing some of the tensions which “megaphone diplo-
macy” had created between the superpowers. ‘
The 1983 trade policy paper, the first comprehensive
examination of this subject since the Second World War, is
described “largely to show to the public that it (i.e., the
government) could get on with Washington” (p. 126). This
is simply not true. Aside from Mr. Gwyn’s own observation
elsewhere that at this time we were “consorting comforta-
bly” (p. 105) with the USA, our decision sprang from the
belief in the benefits of trade liberalization. Mr. Brock, the
US Trade Representative, was as eager for more liber-
alized trade as were the Canadian ministers. It was, more-
over, part of a comprehensive trade strategy that included
reliance both on our traditional negotiation in the multi-
lateral trade talks and with our long-time trading partners,
as well as with the new industrial nations in the Pacific basin
and Latin America. I note that not much has changed on
this score, despite the events of September 1984.
Enough! One can only conclude that the desire to put
out a “hot” book in 1985 did not permit Mr. Gwyn the time
to do adequate justice to a subject which presumably will
be just as “hot” in1986. I have honored my obligation to the
editors of this journal and dutifully read all 349 pages of Mr.
‘Gwyn’s prose. Like one of my trips in the Challenger jet, it
was an unforgettable experience, but not one that I would
readily recommend to others.

~

close to admitting as much when he concludes that Helmut -

The Honourable Allan J. MacEachen is Opposition
Leader in the Senate. Elected to the House of Commons
in 1953 he was a member of every Liberal cabinet since
1963. Prior to his being appointed to the Senate in 1984,
he was Deputy Prime Minister and Secretary of State for
External Affairs.

Blest be the tie that binds

by Donald E Wall

The Ties That Bind: Intelligence Cooperation between
the UKUSA Countries — the United Kingdom, the
United States of America, Canada, Australia and New
Zealand by Jeffrey T. Richelson and Desmond Ball.
Boston: Allen and Unwin, 1986, 402 pages, US329.95.

One would be tempted, after a cursory reading, to
dismiss this book as an alphabet-soup catalogue of the
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techniques of intelligence collection from the early 1940s to
the present by the five allied countries involved — of which
Canada is one. However, curiosity — an essential element } *
of all intelligerice work — urges one to wade on to the |
conclusion, which contains some good sense and some | -
salutary warnings for nations such as ours, enmeshed aswe |
are in ties that are often as dangerously and painfully
binding as fried cheese.

Dauntingly, the Introduction is preceded by nine full
pages (total 371) of acronyms and abbreviations, ranging
from A-2 (Air Force Intelligence) through FLTSATSCOM
(Fleet Satellite Communications) to PNUTS (Possible Nu-
clear Underground Test Site) to VLF (Vancouver Libera- |-
tion Front; Very Low Frequency). Predictably, therefore,

grace of language is not to be expected, nor is it often F
found. : andd
. . . noting
As reflected by the quite massive appendices and foot- of sec
notes, together with the academic posts held by the au- ously
thors, one would expect the research underlying this book Sulliv
to be meticulous. Some Canadians, however, may be dis- rector
turbed to find the CBC consistently referred to as the Hoov
“Canadian Broadcasting Company,” or our Director-Gen- RCM
eral of the Canadian Security Intelligence Service, Thomas the F:
D’Arcy Finn, as “Ted D’ Arcy Finn.” I cannot imagine that tralia
William H. Kelly, onetime Director-General of the RCMP Intell
Security Service, will be pleased to be designated William T
Ketty, nor will John K. Starnes, first civilian Director curity
General of the RCMP Security Service, feel it fair that he is meml
omitted from the record altogether. Their listed dates of that
office are also highly questionable. And would The Honor | o th,
able Charles M. Drury answer to “C.M. Orvry,” or the I
Rose brothers accept “Fronte Libre du Quebec™ as appro- lieve 1
priate for FLQ. “Con
However, these are relatively minor and nationalistic Towm
objections to what is clearly a brave and conscientious their
effort to reveal a web of associations in which several flies searc]
may be at the mercy of a large and hungry spider. In S
simplistic terms, it would be easy to identify the United b
States as the spider and Australia, Canada, New Zealand st
and the United Kingdom as the flies. There is, however, a 8¢
germ of consistent thought which pervades the book, and is In ofh
most evident in its conclusion, that it is not the precon- and 11
ceived intentions of any of these Western nations which acti
creates the web, but rather a particular collective cast of nati(())z
mind. At the heart of it lie those very human urges — fear = (
and suspicion. my m
In its substance, this book provides a quite staggering words

assemblage of information, much of it hitherto un-
published, about the intelligence activities of the so-called
UKUSA nations, and the formal and informal arrange-
ments among them which result in the term the “Western
Intelligence Community.” Through dogged research, anda .
deft use of the United States Freedom of Information Act,
the authors have compiled a document which will surely
frighten (and confuse) all Western security and intelligence |
agencies, and also delight (and confuse) the KGB. They
describe in awesome detail the techniques of the acquisi-
tion, evaluation and distribution of human intelligence,
signals intelligence, ocean surveillance, electronic intel




ligence, photographic aerial intelligence and satellite intel-
ligence. They conclude, in part, that:

The UKUSA security and intelligence com-
munity, with more than a quarter of a million full-
time personnel and a total budget of US$16-18
billion, constitutes one of the largest bureaucracies
in the world. As such, it not only wields enormous
political power and influence, but also exhibits
most of the typical attributes of large bureaucratic
organizations, including a tendency to define and
pursue bureaucratic political objectives which are
not necessarily in complete concordance with the
national interests of the five UKUSA countries
themselves.

For example, Chapter 11, “Discord, non-cooperation
and deceit within the UKUSA Community,” is instructive,
noting that intelligence services “like to work in a dense fog
of security,.in which the germs of inter-secret service jeal-
ously breed fast.” As a single and typical example, Bill
Sullivan, an intelligent and charming former Assistant Di-
rector of the FBI, wrote about his long-time boss, J. Edgar
Hoover: “He seemed to have a particular dislike of the
RCMP . . . .Hoover didn’t like the British, didn’t care for
the French, hated the Dutch, and couldn’t stand the Aus-
tralians. He wouldn’t meet with the Director of British
Intelligence, even as a courtesy.”

There are also indications that the US National Se-
curity Agency has monitored the communications of other
members of the “Community” — including Canada — and
that the CIA has similarly acted against its closest allies —
on their own territory.

Despite-temptations to do so, the authors do not be-
lieve that the reasons for these obvious flaws in a so-called
“Community” result from the “overzealousness and nar-
rowmindedness of security officials against the wishes of
their more ‘liberal’ political superiors,” but rather they
search for a broader explanation:

Such an explanation may be that the subversion
being combatted is not subversion of the State but
subversion of the prevailing political-economic-
social order.

In other words, the status quo. If thisis a correct analysis —
and the case for it is persuasive — freedom of thought and
action within a framework of orderly change in these five
nations may be seriously jeopardized.

On reading the title of this work, The Ties That Bind,
my mind slipped back to the innocent and comforting
words of John Fawcett’s old Anglican hymn, Blest be the Tie
that Binds:

Blest be the tie that binds

Our hearts in Christian love;
The fellowship of kindred minds
Is like to that above.

_ Ironically, it was not this paean to shared burdens,
Pain and friendship that inspired the title. Indeed, it was
twofold — a quotation from George Bush, a former Direc-
tor of the Central Intelligence Agency, and a portion of a

song by Bruce Springsteen, known to the young of this
decade as “The Boss.” Although there is probably no
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connection, the acronym BOSS in this book stands for the
Bureau of State Security in South Africa. The ties may
bind, but they ain’t necessarily blessed.

Don Wall was formerly Assistant Secretary to the Cabinet
for Security and Intelligence. He is retired in Ottawa.

China from within and without

§
by Ronald C. Keith

China’s Economic Reforms edited by Lin Wei and Ar-
nold Chao. Philadelphia: University of Pennsylvania
Press, 1982, 337 pages.

Western sinology is currently locked in controversy as
to whether Chinese economic reform constitutes an elabor-
ate development of selected aspects of past policy or a
fundamental break with the past. The Western media have
freely speculated on the inherently capitalist nature of
these reforms. As is stated in the foreword of this volume,
international attention has focused on Chinese economic
readjustment and reform for two reasons: the need to
assess the relative merits of capitalism and socialism; and
the desire to discover in such reform trading and invest-
ment opportunities. The present selection of readings is an
excellent antidote to some of the more exaggerated views
as to the course of Chinese reform in so far as itis cast as a
vindication of modern capitalism and the acquisitive nature
of man.

This volume includes several chapters by Chinese spe-
cialists who focus in theoretical and practical terms on the
relation between the different sectors of the Chinese econ-
omy, the conditions under which market mechanisms are
necessary, the extension of managerial responsibility in
enterprise, the definition of commodity exchange within
state planning, the nature of “socialist” as opposed to
“capitalist” competition, and the relationship of the vari-
ous forms of ownership in the Chinese economy.

The reforms are experimental in nature, but they have
significant historical dimensions and shouid be viewed in
the context of ongoing debate. The reader will find in the
several chapters interesting areas of disagreement among
the authors with respect to matters of emphasis, but by and
large the various presentations are consistent with formal
Party positions. This is explicit, for example, in the empha-
sis on the publicly-owned means of production and the
repudiation of Cultural Revolution economic policy and
“egalitarianism.” Precedent for the expansion of com-
modity production into the area of producing the means of
production can be found in Mao Zedong’s critique of Sta-
lin’s policies. Contemporary theory merely reiterates that
commodity production is apparent in previous stages of
economic development, but moves on to suggest that “indi-
vidual economy” is not to be considered exclusive to either
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“capitalist” or “socialist” stages of history. Furthermore, it
is emphasized that competition is not a determining factor

in the distinction between capitalism and socialism. Profit- .

making is allowable in so far as it is consistent with the
social and economic objectives of the state plan. “Socialist”
competition is self-professedly less exploitative under the
conditions of the public ownership of the means of produc-
tion. The Chinese insist, for example, that the emphasis on
household responsibility in agriculture must be placed in
the context of collective ownership of the basic means of
production. Also, they insist that in the event of unemploy-
ment resulting from competition the state is constitu-
tionally responsible to re-assign unemployed workers to
new jobs.

Wang Haiko regrets the confusion over contemporary
reform, which he says originates with the narrow and “ha-
bitual adherence to conventional economic concepts” and
“familiarity with capitalist competition” and “the lack of
experience with ‘socialist competition’.” After reading this
volume the reader may wish to judge whether the Chinese
are again creatively adapting socialism to Chinese condi-
tions or whether they are engaged in a surreptitious capital-
ism. An informed judgment requires the outside observer
to venture into the labyrinth of Chinese economic debate.
Paper-cut versions of “capitalism” and “socialism” are not
adequate to the task at hand. China’s Economic Reforms
provides a starting point in the Chinese understanding of
the interrelated factors of reform and state planning which
is reinforced in extensive statistical appendices and in a
specialized English-Chinese vocabulary of the terminology
of economic reform. Armed with domestic perspectives
and vocabulary the intrepid observer may be able to find
his way back out of the labyrinth.

The China Quandary: Domestic Determinants of U.S.
China Policy, 1972-1982 by Robert G. Sutter. Boulder,
Colorado: Westvzew Press, 1984, 194 pages,
US$22.50.

From his vantage point within the Library of Congress
Research Service, Robert Sutter has put together an in-
triguing and multifaceted study of the domestic and politi-
cal variables which have influenced contemporary US
China policy. This type of study is already well established
in international relations literature. That at any given time
thereis a plethora of conflicting viewpoints in the making of
US foreign policy is not in itself surprising; however, this
study suggests that the process of policy-making has had to
cope with serious tensions and constraints. It is striking
that despite such massive institutional infrastructure rein-
forcing this process through extensive investigation and
informed debate, there has, nevertheless, been so much
confusion in US China pohcy

The author reviews the central strateglc and polltlcal
considerations which explain the signing of the Shanghai
communiqué of 1972, the agreement to establish diplo-
matic relations in December 1978, and the necessary nego-
tiations leading to the joint communiqué of August 1982;
but the review is placed within the contextual dynamics of

28 International Perspectives March/April 1986

the US-foreign policy process. The coverage of these dy-
namics is generally fair and quite comprehensive. The

.- extent of antipathy between those with “direct oversight

responsibility for Asian-affairs” in the administration and
Congress is based on over 100 interviews with government
officials. The author also records the “sinologues” in their
interaction with Congressional committees. The study fur-
thermore systematically documents the variety of conflict-
ing views within the administration and the political
pressures affecting Congressional opinion.

Initially the reader is allowed to draw his own con-
clusions, but the author does set out several conclusions in
his Jast chapter. Sutter asserts that the Carter administra-
tion, while successful in moving United States-People
Republic of China relations forward, was derelict in its
responsibility for the “consensus building” necessary to the
long-term consolidation of policy. US policy relating to
Taiwan and the PRC is discussed in terms of the tension
between the requirements of secrecy and of democratic
participation. Executive secrecy arguably makes sense in
resporiding effectively to Chinese negotiating sensitivities,
but Sutter concludes that too much secrecy exacerbates the
natural institutional tensions between the administration
and Congress to the detriment of rational policy formula-
tion. He suggests that if US China policy was more open no
future administration would endanger the basic US-PRC
relationship with ill-conceived political gestures towards
Taiwan.

The author in conclusion stresses several alternative
policies. He not only opts for the gradual reduction of arms
sales to Taiwan, but also the “quiet transfer” of weapons
production technologies to Taiwan. Whether such a trans-
fer, no matter how “quiet,” would complicate US-PRC
relations deserves further consideration. The author is ap-
parently concerned about the loss of “evenhandedness” in
US policy towards the PRC and the USSR, and he suggests
that limited transfers of military equipment to the PRC
must be accompanied by an explicit statement to the effect
that any expansion of such a transfer would have to await
the maturation of Sino-American relations.

As the reader sets down the book he will ask to what
extent is the domestic policy process capable of clearly and
consistently defining US interests. Sutter raises this ques-
tion with particular reference to arms sales to both the PRC
and Taiwan. There is, however, the question as to whether
the process can with precision identify Chinese priorities in
order to insure an infermed policy response enhancing the
possibilities for greater cooperation. The author warns of
the possibility of future disappointment, but he also em-
phasizes the “broad community of interests” in areas of
world food supply, population control and arms limita-
tions. Some of these issues are hardly discussed. The Rea-
gan-Zhao confrontation at Cancun over Third World de-
velopment requires analysis. The sharp Chinese reaction
to US criticism of Chinese family planning may alter-
natively suggest a lack of cooperation in the area of popula-
tion control.

Chinese foreign policy may be generally less bellicose,
but it supports multipolarity and multilateralism as 2
means of checking the extension of superpower influence.
The US is condemned for its policies in Central and Latin




America. The Chinese support the reform of existing inter-
national economic and monetary agencies in a challenge to
the executive position of the US, and it must be emphasized
that “hegemonism” is not ex