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The next issue of International Perspectives will be
devoted entirely to international development
questions. Prime Minister Trudeau wants the North/
‘South dialogue placed high on the agenda when he
chairs the Ottawa summit meeting of the ‘big seven’
industrialized countries in June. Some of the other
leaders disagree. If Trudeau wins, our next issue will
be an invaluable primer for the Summit. If he fails, it
will be a timely warning of the urgent questions that

have to be faced by the world’s political leadership. AA?'
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- would be one constant day-to-day struggle.

. Mr. Gotlieb is Under-Secretary of State for External
- Affairs. Mr. Kinsman is Chairman of the Policy
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empha51s on the need to find solutions for the great,
T global problems of the North/South dialogue and the’
. “growing tension ‘between East and West. But the

' 'greatest forelgn pohcy,_challenge is_ the relatlonshlp :

HE‘\’ES The interaction between the two countries 1Is
- vast and complex. The management of ‘border ques-
o . tions alone is sufficient to make relations with the

» - United States a priority w1th any sovereign Canadian

o government

" The mere mention of three current border issues is

o 4enough to' demonstrate the truth of this statement —

fish, the environment, communications. Each of these

: ‘raise complex questions that defy easy solution.

"~ Whose fishermen will catch what, where and when?

. Canada has argued for the joint management of this vi-

~ tal resource. That call has been resisted by East Coast

.. fishermen in the United States. They would prefer to

. take a risk with the future. Canadian fishermen can-
 not afford to take that risk. :

»__ Environmental issues are becoming critical. Acid
- rain is the subject of current headlines, but the range
“of difficulties is as wide as the border itself. A roster of
“.geographical place names is enough to call serious en-
" vironmental problems to mind — Garrison, Eastport,
* Juan de Fuca, the Great Lakes.

—  Communications problems . multiply with the
growth of technology. Where is the border for air
waves? Who owns the content of broadcast material?

. What controls are needed?

There is a host of such issues of direct day-to-day
‘impact on the Canadian public. Many of them, such as
the three mentioned above, are irritants to the rela-
tionship. The careful and continuous management

~ they require presents a challenge to administrators.

But they are not the whole relationship between the
two governments. If they were, Canada-U. S. relations

Planning Secretariat of the Department of External
Affairs. The views expressed are those of the authors.

_ ,deepest structures of the Canadlan
_ and of the continent itself. The inte

" countries are not always the same on these Iarg
questions, but thls is compensated by a rec

. strategy “The two countries are not

Long-term strategy
~ This depth

are deeply and fundamentally very friendly to one a
other. The type-of strategy that is needed is’ one th
provides for the reahzatlon of Ca.nadlan economlc d

a coherent approach on the part of the goveﬂ ]
pursulng Canadian 1nterests vis-a-vis the Umt

basis of the relatlonshlp Much of" the substance of e
nomic cooperation and interchange between ‘the pr ==
vate sectors of the two countries takes place on its o -
terms. Nor does a coherent approach mean a fully co
prehensive examination of all aspects of the relatio

ship. But it does mean that relati :

ent is responsible ¥
of the economy, and for its sound future developme
There are two main areas of application in any view .
Canadian economic development to meet the opport Sme
n1t1es and challenges of the 80s resource developme hpe

fpanagers of USba



v , | v int of reference. The Canadian
émphasis on bilateral relations with -economic part-
‘ners, based on Canadian economic development objec-
tives, which Secretary of State for External Affairs
Mark MacGuigan recently spoke of is, in effect, an up-
dating. of the Third Option policy. It recognizes the
prime importance of the relationship with the U.S., but
stresses the vital need for coordinated Canadian poli--
cies to develop key relatlonshlps with other countries
aswell.
: nad1an economy and society has requlred govern- In rev1ew1ng, or re—v151t1ng the Third FOpthIl a’
.nt 1nvolvement 1:0 channel aspects of long-range de- i

Ly”. &
" Mitchell Sharp’s paper setting it out (see ‘
International Perspectives, Autumn 1972 special 1ssue)
It was never meant t to shift exports
, . Tt states clearly
States ‘would almost certainly remain Canada’s ‘most \yl\
? The answers to these questlons are the basis for important market and source of supply by a very con- l,\f\
nmng for the relatlonshlp with the United States. ~siderable margm” It did, however  seek di

the world needed to be developed more effectively as a
counterweight to the U.S. but also to provide new op-
portunities for development. It was not diversification-
for its own sake — but to add new weight to our rela-
tions.

_ The option has been called a failure because itdid
not lead to a general d1ver51ﬁcat1on of export growth

own soverelgnty is not for sale.” This is the pomt It Republlc of Germany, grew oth
ia matter of sovereignty — not in the legal sense, but in quantlty and quality. In fact, in 1980 the Commu-
i nity took almost $8 billion of Canadian exports. This
: S marked a dramatic recovery in Canada’s share of world’
t have been made by various polit- exports and underscored the continuing importance of
1 representatlves in the United States for the devel- the Community for Canadian interests. The Third Op-
opment of continental pohcles range from functional _ tion is not the basis for Canada seeking closer relations
%peratlon in techmcal areas to contment-Wlde poli- with Europe — these are merited on theirown. =~ =
) Japan overtook Britain as Canada’s second largest
functlonal benefits from a contmental approach in a tradlng partner in 1972 Since then, trade with Japan
&%W select fields such as environmental control — al- has more than tripled, accompanied by a $2 billion sur-
ough these should be examined closely. On the other ~ plus, though the quality of manufactured and further
‘and cont1nent-w1de policies in such areas as energy processed goods exported does not accurately reflect
’ Canada’s industrial and technologlcal capacities. Can-
ada is seeking an economic partnership with Japan
and not just a trading relationship. This has not yet
of the different nature of thetwo been achieved in an-adequately balanced form.
0! nterests are not 1dentlca1 and - The 1980’s present new opportunities for strength-




are now the high growth markets foro apltal goods

- takmg place. The new emphas1s on bllateral relations

- “with these thh-growth partners to promote the sub-- v
~ stance of long-term economic relatlonshlps in our polit-

- ical interest, is meant o give greater body to the basic
policy of the last years, in the hght of the circum-

~ stances of this decade. ‘
© 7 The Third World provides a frame of reference |

:, The ThlI‘d Option cannot be judged

coming clearer in Canada. Despite differences with the

_ provinces on questions of jurisdiction and obvious dif-

_ferences in regional perceptions of short- and middle-
term interests, a consensus is probably obtainable on
basic Canadian development objectives. Government
priorities are emerging on the economic development

-of Western Canada, the promotion of industrial adjust-
ment in Central Canada, economic expansion of the
Atlantic provinces; Canadianization of the energy sec-
tor, productive human resource policies, and the need
to emphasize productive investment expendltures over
subsidization.

omes | the develop-

ctlve requlres the success-
ful management of the U. S relationship to which it is
intimately linked. Whether this approach is called the
‘Third Option’ or the ‘basic strategy’, its realization is
in Canadian interests — and in the interests of the
U.S. as well. While there are basic differences in the
make-up of our respective economies, to a large extent

our economic problems are shared. The economic indi--

cators in Canada relate to those of the U.S, and some of

our structural adJustment experience. is pretty much
the same.
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The ‘concentrated long-term development of bilateral :
relations ‘'with these countries is a basiec emphasis. of:
Canadian foreign- pohcy for the 80s. Diversification is

applications ran against the grain of specific interests

National economic development objectives are be- .

primacy of the private sector
two economlc systems busmess mterests oﬂ:en b

many occasions in the fut ] e'When respectlve na
1nterests on spec1ﬁc b11 teral 1ssues Wlll seem di

as a natural state ‘of affa_l , n a mature relatlonshl
has nothing to do with mutual frlendshlp v
fact of life makes coherent’ central

Canadian export price for natural gas cannot be 58 _
a vacuum. The U.S, factor iS . constant backgro W0 ke
presence for Canadla : ‘
sions. In order

ef ively, dian po ed, siste

gic approach Whlch will require some. departure frg :

Whelmlng bulk of the economlc relatlonshlp is privig
in nature and doing just ﬁne Some basic Canadiant2
terests are with the provinces. Although this may r
force a natural tendency to decentralize, it also
iands better central management as the relatlon
become more complicated. :

This decade will see development dec1s1ons :
greater scale and scope than ever before Thelr sign

dled along fun

and if the relatlonshlp isto'be as predlctable coher

and reliable as both countries should expect "
Another break with the past concern:

have generally opposed»




R pr1mar11y, 1f not- excluswely, Wlth the Admmstratlon

ground Jomt defence questlons are not the sub-
of acute controversy: they were for a previous gen-
ion. Some mechanisms, such as the the Canada/
Joint. Mmlsterlal Economlc Commlttee have not

5 privi r
1d1anﬁ nd the const ta ve mecha ism on energy estabhshed

Congressmnal relations have only

n worked on seriously in the last five years. There

éébably has to be even" ‘more attention paid to this

if only ‘because of the act1v1ty of

foreign policy role of the Senate,

age. %ch has always been great, has taken on renewed
il 1ﬁcance smce the war 111 Vletnam

5pec1ﬁcwsectora1 arrange-

- Although congressional contacts need to be stepped up

(as do our public affalrs programs in general) the Ad—‘ '

dblew— it is the Admmlstratlons respons1b1hty
Moreover the Administration has considerably

-greater impact on Congress than we ever could.

It remains important, however, that, spec1ﬁc issues

! eilmportance that forelgn policy i 1ssues
have to receive, The ﬁsherles-boundary treaty has
been treated as such a regional political problem and
the effect has been to hurt the international relation-
ship. On the other hand, our own representation in the

- U.S. is plugged in re,tlgionally — for trade, politics, in-

vestment, and public opinion. There are 14 Canadian
consulates and consulate-generals in the U.S. staffed
by some of Canada’s most senior foreign service offic-
ers. They have high-intensity programs, to get the Ca-
nadian view, and Canadian interests across. They are -
in some respects the most important day-to day instru-
ments of all.

In conclusion, the Canada-U.S. relationship will

‘become even more complex and in some respects more

difficult. It is already one of the most complex bilateral
relationship there is. This is a natural product of
events and circumstances in the two countries. The i im-
portant thing i is that it be managed properly. From the
Canadlan point of v1ew the management has to be

Thmgs have changed from a decade or two ago, be-
cause the societies have changed in both countries.
There is less concern now with U.S. interference:in Ca-
nad1an affalrs It is recognized that.this is not the is-

. sue, as it sometimes seemed to be in the sixties, after

thie notion of a perfectly harmonious ‘special relation-

.ship’ of identical interests had ceded to the obvious dif-

ferences in developmental needs in the two countries.
- Today, U.S. 1nterference in Canada is not the is-

tvbeen the two economles whlch glve demsmns in one
country great 1mportance over the other — and it.is.a

Velopment Trade pohcylobjectlves needb to recogmze
this as a. basw given._There is 1nterdependen -
volved which is the basmally important identity of in-

) J:erest

It used to be that because of the great strategic
role the U.S. played in the world, Washington assigned
to relations with Canada a sort of secondary, backwa-
ter, quality. There was nothing intrinsically wrong
with that. It was friendly and probably helpful. But it

. does not apply any longer. The world is too unpredicta-

ble a place for a relationship with so much substance in
it to be given anything but primary attention. Its man-
agement is a strategic imperative, for both sides —
which is why, despite the complexities and difficulties,
it is likely to succeed.
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" can have black

"“k,Acid rain seems to have emérgéd suddenly and out .

~ of nowhere as a major issue in Canadian-American re-
~lations. It has become, an obsérver remarked, one of
':r-t}_ie,'rmo's’t;‘ggrms,i,zdi_nroblaggghin the bilateral relation-
. ship. Indeed, environmentalists and even some Cana-
_dian officials are beginning to use the terms “un-
d_chemical warfare” and “environr tal .

" ‘Although acid rain has only recently attracted
considerable scientific attention, many aspects of this

i “complex: environmental” problem: have been observed

for decades.and some for centuries. It was well recog-

' 'nized at the time of the Industrial Revolution that coal

purning and industrial processes produce extensive air
pollution, The high acidity of rain around industrial
centres was discovered by the late 1800s. Scientific evi-

- dence of the long-range atmospheric transport of some
substances was provided in the early 1900s. The gen-

eral assumption which prevailed until the 1970s, how-
‘ever, was that the harmful effects of these air pollu-

‘ . tants, such as acidic rainfall, were localized and the
~ distant effects negligible. :

e

arch s ¥ :
esearch largely responsible for

. The scien

__ challenging that assumption first emerged in Sweden
" and Norway during the late 1960s. Based on data from

a network of precipitation sampling stations in Eu-
rope, these studies showed that the acidity of rainfall
“and the extent of the affected areas was increasing in
FEurope, especially in Scandinavia. The researchers
traced the problem using meteorological data to often
very distant emissions of sulphur and nitrogen oxides.
The effects, though still unproven, were deemed to be

far from negligible.There were warnings of serious

" Professor Munton teaches political science at

Dalhousie University and is with their Centre for
- Foreign Policy Studies. : :

: »byDoriMunf:on s

- damage to lakes:and rivers, fish and othér'r’aquatm

“~

9
cies, plants and trees, soils, buildings, and bfpossi}% :
dangers to human health. Although a number of s
tists had for some time been probing various aspec
the acid rain problem (particularly Eville Gorham;
Nova Scotian working in the United Kingdom),
Scandinavians were the first to provide hard evide
of a worsening, long-range emission: transport
QOMENON, i R
Air pollution issues are not unknown in Canadi
American relations: One of the landmark cases injiis
ternational environmental law grew out of the disp;
during the 1920s and 1930s over “fumes” from !
large smelter at Trail, B.C. A long-standing prob!
has existed in the Detroit-Windsor area, ‘Whi )
90 percent of the smoke and air pollutants come
the United States side of the border. Neither of th
issues, though, prepared the public or policy mak
for early perception of, or action on, acid rain. Rat

become aware of the problem only as the result of
dia reports on the Scandinavian studies, a 1969 S i
ish initiative within the Organization for Econoax
Cooperation and Development to establish an acid 55

- ag;he U
research program, and a background paper prep i
by Sweden for the 1972 Stockholm conference.

Government attention o

- Scientific studies and substantial governmen
tention and research funding in Canada and
United States were slow in coming. The first men
by a Canadian government official of long-range tré;
port of air pollutants, as a Scandinavian problem
pears to have been made by then Fisheries. Min
Jack Davis in late 1969. Some early Canadian reseé
was donie in 1970-71 but it focused on heavy metal
osition, not on acidity. The first relatively compre .
sive article on acid rain, per se, in a North Amer;




sts.-In a : une 1977 speech fed-
ter Romeo Leblanc called ‘the

hin weeks”." Exactly the same forecast was re-
ed by a senior Env1ronment department official in

officials appeared hesitant, no doubt fully expect-
their country Would be _shown to be the dominant

ber 16, 1978 the State Department dut1fully, al-
Y perhaps a l1ttle reluctantly, sent a dlplomatlc note

were understandably Welcomed by the CanadJan ’

Although the spec1ﬁc underlymg Amencan ‘con-

1an ds.” Exploratory meetmgs of officials were held in
‘ecember 1978 and in June 1979. The May 1979 elec-

tion of a Progress1ve—Conservat1ve -government also
ted another 1mpetus The new Environment Minis-

ohn Fraser, began a campaign of his own to publi-

¢ the problem of acid rain and to speed up talks with
aéQ ¢, United States. In July the two governments issued
la gther general statement of principles on whicha for-
mal agreement might be based. Fraser made a follow-
E%wsﬂ: to Washington. But the contents of such an

dgreement remained uncertam both i in political and

2 The one achlevement of the early discussions had
the de01s1on to establish a bilateral group of gov-
ent scientists to discuss scientific research into
range transport of air pollution. Notably, the

y might take too long tocomplete and, in part, a
itern over how the increasingly. environmentally

4} ented Commission m:

" were unwilling to rehnqulsh much control over an im-
portant issue. :
"The bilateral Research Consultatlon Group (RCG)
held two formal meetings — in July 1978 and then
again the following March. As suggested by the name,

“it had been operating as a forum for the exchange of .~ -

scientific information and comparison of research ac- -

tivities. In 1979, perceiving the desirability of a joint

statement on the problem, the governments requested °
the RCG to produce an overview report which could be
made public. The report was released in October 1979, .

perhaps timed to coincide with a major “action confer- -

ence” on acid rain organized in Toronto by environ-

. mental groups. _The'RCG report represented a fairly

comprehensive and objective compilation of existing
scientific. knowledge. It confirmed what was already
well accepted — that the U.S. produced about four

times the transboundary acid rain than Canada did.

The conclusions, the scientists stressed, were prelimi- =~

nary and that the whole problem of acid ra1n had to .~
be studled much more thoroughly. -

On November 13, 1979, Canada, the U.S. and 32
European countries signed an agreement calling for
the reduction of air pollution and spetifically the re-
duction of transboundary, long-range trans port.

This resolution represented one result of consid-
erable pressure from Scandinavian countries on their
neighbours. It also reflected the political resistance put
up by the major polluting states as it did not commit its
signatories to undertake specific reductions. Environ-
ment Minister Fraser and U.S. Environmental Protec-
tion Agency (EPA) head Douglas Costle agreed at this
meeting to accelerate their own negotiation timetable
for a bilateral agreement. Further meetings in early

. 1980 discussed the form and content of such an egree-

ment, and found the Canadians pressing for firm-
American commitments on the emission of sulphur
and nitrogen oxides.

Then came a sudden change in the political ch— -
mate. Documents leaked in Washington showed that
the Carter Administration was about to propose to
Congress a $10 billion program to assist in converting
U.S. power plants to coal. Canadian officials had long
expected and were worried about such a shift, but were
particularly upset by the lack of environmental provi-
sions in the proposal to. ensure that the conversion
process did not result in substantially increased emis-
sions -and more acid rain. Carter administration offi-
cials subsequently confirmed the converswn Would in
fact have both effects.

Despite the psychological setback; official-level
talks continued and were encouraged by John Roberts
who became Environment Minister when the Liberal
government was returned to power in February 1980.

',handle the problem oruse - -
-the new respon51b1ht1es The governments, as usual; -




The geneszs of Acid rain: sulphur dioxide and sulphuric acid are emitted into the atmosphere by industrial pollutanis
and automobzle exhaust. After condensation, the chemicals fall with the mmwater, endangermg lakes and aquauc

lzfe

Roberts met with ‘Costle in Aprll and again in June

- when both delivered hard-hitting speeches to an air
pollution conference in Montreal. This meeting, follow-
ing on the heels of an official meeting a few days earli-
er, finally led to a procedural breakthrough.

It was agreed the two governments would for-
mally establish a technical-level working group struc-
ture to lay the ground work on the various aspects of
an eventual agreement. A more senior coordinating

.committee to which the five groups were to report
would evolve into formal negotiating teams within a
“year. An official Memorandum of Intent was eventu-
ally signed on August 5, 1980. It specified these proce-
dures, outlined certain features of the agreement,
committed both sides to negotiations and also called for
vigorous enforcement of existing air pollution stan-
dards in the interim.

Workmg groups
Members were named. to the joint working groups
in the early fall and they began assessing the scientific
and technical questions of emission controls, atmos-
pheric modelling and environmental impact. In No-
vember, the second report of the Research Consulta-
“tion Group was completed and released to the public.

.8 International Perspectives January/February 1981

- Enwronlﬁeﬁt Canada t:hoto

The report was iss'ued only after political “nego
tions” over whether reference would be made to
more speculative and pazticularly“sénsitive scienti
findings about the human health effects of air pol
tion. The new document largely confirmed the ﬁnd'

and forested areas.
At the time of ertmg, the prehmmary repo
from most of the joint working groups were schedul

tal control bias of the new conservative Reagan ad
istration, the planned formal negotiations were
scheduled to begin in June 1981.



. expressed-on numerous occasions recently by EPA offi-
c1als and environmental groups that Congress will be

the; Clean A1r Act When 1t 1s rev1ewed ui l981

Some oﬁimals involved are looking to.the posmbﬂ-_

fion would be northeastern and New England states
which are most affected by long-range transport and -
acid rain. Another element might be those of coal—
producing states — such as Pennsylvania — which

_ have a reasonable record of controls but are bemgtse-
verely affected by neighbouring states’ emissions. A-
‘third eleme mlght be a rather odd-seemmg collection -
of conservatlon and recreation associations,- sports—
men’s groups like the pohtlcally powerful Natlonal Rl—,
fle Assoc1atlon agricultural interests and fo '
terests. Whether uch a pohtlcal coahtlon comg
together rove eﬁ'ectlve however .is hlghly uncer-
tam

an easy one — t}
be very high and :
subs It does seem highly unhkely that the Contentious issues - '
1ts, having come so far, would decide to It is virtually inevitable, even if some sort of an
' agreement is reached within the next few years, that
acid rain_and the broader problem of the long-range
transport of air. pollutlon W1ll remain contentious and-
dlfﬁoult bllateral issues for a long time. The 1972 and
1978 Great Lakes Agreements did not result in the Te-
moval of the Lakes” water quahty problems from the'
Canadmn-Amerlcan pohtmal agenda Rather, these
Agreements have secured a seemingly permanent.
place for this evolving issue.The same result is likely in
the case of acid rain and long-range transport. More-
" over, scientific understanding of the physu:al and
chemical phenomena involved and their ecological ef-. -
sting constitutional arrangements these measures fects is still relatively limited. In particular, the highly
uld have to be implemented by the provin sophisticated computer models needed for rational pol-
icy making to forecast the effects of alternative emis-~
sion control strategies are only now being developed =
and tested. As these are improved and the relevant sci-
cements of future emission reductions by such entific knowledge expanded, policy measures adopted
r polluters as Inco and Ontario Hydro, setting by both countries and bilateral commitments ex-
‘Canadian house in ord w1ll t - changed between them will probably undergo revision.
S. - ‘even gloomi Although science is of increasing importance in in-
ons, even an abundance :
:ev1dence remams a poor match for a determ_l ,
, cal opposition, The high economic stakes involved in
ct came onto being, the acid rain problem have ensured the pre-eminence -
1y 4nnregulated and un- of politics in the matter. The strong opposition to strict.
>d ‘ air pollution emission reductlons will not disappear as
th ial control measures, Nor will m t :

Vloreover, any such moves would be strenuously Te-
@d by th'e influential power utilities and coal min-
companies involved and most of the governments of al are only beg‘mmng




' »‘hsh themselves in the U
~widely- reported the implications have not been much
. analyzed or understood. Maclean’s magazine, for exam-
" ple, in a report on Canadian investment in the U.S. de-
" scribed the entrepreneurs as “The New: Tmperialists.”

B : But that is not the case. Imperialists seek to impose the -

power of one nation on another, while Canadian b el-

~ nessmen are busily engaged in erasing. natlonal; d_ -

e

o An mcreasmg number o Canadlan businessmen
e ‘now look to the North American continent rather than
"~ ~.to Canada alone as their natural sphere of operation.

~and are seekmg new markets to conquer in the United

‘States Others are attracted by .the free enterprise
ees chmate in the United States. A few are drawn A

. compete with US. and Canadlan corporations already
: "operat‘mg on.a continental scale. Whatever the mo-
. tives, the movement of Canadian corporations into the

. U.S. has political and economic implications. It is cre-
' ating new economic links between the two countries at

a time when the Liberal government in Ottawa is seek-
ing to move in another direction, that is, towards less
dependence on the U.S. market. It is demonstrating

" that Canadian capital and management can compete
 successfully with Americans, helping to overcome the

conventional Canadian inferiority complex which says-

we are too small, too cautious, too inexperienced to
deal with the legendary American capitalists.
Describing the attraction and challenge of the U.S.
market, Robert C. Scrivener, then Chairman and Chief
Executive Officer of Northern Telecom, said in 1979:
 “It is next door, we speak the same language, and our
business cultures are almost identical.” “Seattle is vir-
- tually a suburb of Vancouver,” remarked Jack Poole,

Mr. Westell is Professor of Journalism at Carleton
- University and Ottawa columnist for the Toronto Star.
" He has recently returned from sabbatical leave in New
. York where he was a Senior Associate of the Carnegie
Endowment for International Peace.
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by Anthony Westell v\

~ Pre51dent and Chief Executlve Ofﬁcer of Daon Dew

"'Some have reached the hmlts of expansion at home .

" reported last year on a survey of investment in {l
United States by six major developers, it said that th

-

opment Thomas R. Bell, ‘President ‘and Chief Exec
tive Officer of Dominion Textlle tells his, shareholde
“The size of the corporation is now such that we can
Jonger pursue opportumtles only in the Canadlan m
ket

One of the dlfﬁcultles in descrlblng Canadlan
vestment in the U.S. is to obtain accurate figur
Many commentators use the statistics published ann
ally by the Bureau of Economic Analysisin the Depa
ment of Commerce in Washington, D.C., but on exam
nation these turn out to be hopelessly madequate Th
figures are merely a spinoff of numbers gathered to
port the U.S. balance of payments, and they refl
mainly the actual ﬂow “of capltal into the Unit
States. :

Direct mvestment . :

Most Canadian éntrepreneurs borrow in the U
much of the money which they wish to invest in t
United States and these transactions do not show up
the balance of payments figures. A major ‘benchmar
study by the Commerce Department in 1374 report
t in the United States

are obviously much 1arger For example, when t
Canadian Institute of Public Real Estate Compani

had acquired U.S. assets totalling $1.5 billion with
investment of only $100 million in Canadian funds.
take another example, Domtar has assets in the U.S.
about $70 million and' reports that it has financ
them by issuing U.S. debentures. The company expe
to continue to finance each U.S. operation in the sa
way. : ' R
Another measure of Canadian activity comes fr
the Office of Foreign Investment in the U.S., est
lished by Congress to try to get a handle on foreign
tivities but given very. few powers. The. Oﬁice cl




in: the' §ears 197 47 8, the’ agency ‘reported 352
adlan mvestments and was able to put a figure on

mall fry Fmal ﬁgures for 1979 are not available
e time of Wmtmg but a preliminary estimate is
Canad1an mvestments worth $2.146 billion were

ears

They cannot take account of the fact that a signifi-

% part of the funds flowing from Canada into the
particularly in the real estate field, actually orig-
in Europe and are not under ultimate Canadian
itrol. Slmllarly, some Canadlan compames 1nvest in

ent of Canadlan nationalysm, and which was
i ‘thought to have scored a great nationalist coup when it
| %@k control’ of Texas Gulf in the United States, actu-
holds this U.S. corporation through a subsidiary in
e Netherlands. Canadian Pacific Enterprises, to cite

ing mto account unreported private mvestments
€ an s_take in themU S. ‘may now.approach $20

ada trade last June that Canadian direct invest-
nt in the U.S. had risen from $3.3 billion in 1970 to

al kgut $20 billion in 1980. Asked about the source of his .

e, he replied that it was a mistake and offered in-
-e;ld the ‘official’ estimate of $7 billion. But he was
ybably closer to the truth the first time.

5 ate. Among the 10 largest developers in the
, five are Canadian and they put their names
udly on skyscrapers in Manhattan, shopping plazas

;&e Sun Belt states. Hardly a week goes by without a

@gagraph reporting a new. pro_]ect by Cadillac Fair-

view, a new purchase by Olym and York a develop-
nt by Genstar or Daon or N

, estate corporatlon
anadlans. are. studylng proposals to redevelop that
gst Amerlcan plece of property, Times Square in New

e US. Under ;Secretarwaor International
de, "Robert Herzstein, said in a speech on U.S.-.

: York bulldmg condomlmums on the West Coast put- -
~ ting up homes near Atlantic City to profit from the

gambling boom, and developlng suburban housing—

~_and the shopping plazas to serve them—all over the' ,

United States.

The Office of Foreign Direct Investment noted 85.
‘real estate deals by Canadians in 1978, totalling well
over $1 billion in value and accounting for perhaps 75
percent of all Canadian investments. The total value of -
Canadianmeal estate holdings in the U S. now runs:

money borrowed in the U. S Accordlng to Michael Gal-
way, Executive Director of the Canadian Institute of
Public Real Estate Compames the major Canadian

corporations moved mto the Umted States when they o

the maJor Canad1an 01t1es they had a surplus capac1ty .
and they saw the opportunities for expansion in the
U.S. market. As national corporations in Canada, with

the support of national banks, they often found them- - :

selves in the United States in competition with much
smaller U.S. developers depending on.the support of
local U.S. banks. Often it was no competition. As
shrewd managers, they noted also that the projected
rates of population growth were higher in the west and
south of the U.S. than in most other<areas of North
America and they concluded that that'was the place for
a real estate developer to be. The 1974 downturn in the
U.S. shook out many local developers but the large,
better financed, and more diversified Canadian compa-
nies were able to survive and take advantage of the op-
portunities in the U.S. market.

A E. Diamond, Chairman of Cadillac Fairview,
now the largest real estate developer in North Ameri-

" ca, has said that expansion into the United States is

natural and logical for a company that has reached the

" size in terms of assets and human resources that his

has, arid now has to go beyond Canada to maintain its
growth momentum. He sees in-the U.S., growing mar-
kets in which there is less government involvement
than in Canada and where the citizens have more -

- spending power than in Canada. He believes that the

U.S. operations of his company,'and of many others in
Canada, may well grow larger than their Canadian
operations, but he emphasizes that he is committed to
remaining a Canadian corporation. Angus MacNaugh-
ton, of Genstar, expresses the continental outlook
when he says that there is no more problem in manag-
ing operations in Newport Beach or in San Francisco
from Montreal than there is in managing operations in
Calgary or Vancouver. Jack Poole, of Daon Develop-
ment, adds, “I really don’t believe that nationality is a

- factor at all. Americans are not afraid of anybody.”

The second largest sector for Canadian investment
in the U.S,, after real éstate, is manufacturing. While
many major Canadian corporations have for years had

- 11




¢Scr1veneré stated Telecom’s reasomng in clear terms o

-~ "“No matter how we projected the Canadlan telecom- :
- munications market, we could see no way in which we
' could afford, on returns from the Canadian market

' v_.'alone the enormous and continuing Research and De- o

: ‘velopment costs that will be required to establish a via-

‘ble, profitable position in these new technologies. We -

~saw that we could not even expect to hold our share of
i ’thei Canadian market against foreign competition. It
.‘appeared to us that even if we took the total Canadian

" ‘market (and we have not), we would still end up in the
1 1970s as a relatively small Canadian company unable

'jto keep up ‘with the technological advances of

[ others.’

Northern Telecoms major international thrust

5 lias been into the United States because, “it is the larg-

est single telecommunications market in the world.
The California market is bigger than the whole of Can-
‘ada. Quebec is only half the market for Ohio. It is the
most open market in the world and the most competi-

. tive.” Northern Telecom’s objective, according to Scri-
.. vener, was to do more business in the U.S. by 1982
“than it will be doing in Canada: Sales of equipment

manufactured in the U.S. jumped from $129.9 million

*in the first half of 1978 to $346.1 in the first half of

1979.-Sales of products manufactured in Canada Were'
$526.6: million in the first half of 1979.

f‘ “As tariffs in Canada and the United States are

llkely to be substantially reduced over the next decade,
Domtar is assessing the future competitive situation
for its existing facilities so as to position itself to func-

& tion more effectively in the years ahead,” the company
" told its shareholders in 1977. What this meant, in part,

became clear the following year when Domtar Gypsum

- America was formed to take over the Kaiser Cement

- and Gypsum Corporation, of California, in a $34.5 mil-

lion deal. For its money, Domtar got gypsum wallboard
plants near San Francisco and Los Angeles, a wall-
board paper mill near San Francisco and a gypsum
mine—actually an island of solid gypsum—in Mexico.
It is now engaged in a $50 million program to expand
production by some 30% and to build a new wallboard
plant at Tacoma, Washington. The company serves
markets in California, Arizona, Nevada, Oregon and
Hawaii. Other divisions of Domtar own a rock salt
mine in Louisiana, and lime quarries and kilns in

Washington and Pennsylvania. The 1979 report
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" whlch we now manufacture and domestlc invest

. . Instead, we_concluded we must_expand our -
E L markets and go international to ﬁnd‘the revenues we

- Officer J.T. Black says the sort of business in whic

. border.”

opportunities are relatively lumted .growth opp
nities for Domtar could be in the United States.” Th
is another reason, he adds: “a more positive businé
‘climate in general is perceived to exist in the U
States.” Domtar is continuing to invest and diversify:
Canada but Srebrnik comments, “currently, Domt
would be best described as a Canadian company ;
subSIdlary mterests in the U S. However m the lon :

contmental outlook though still based in Canada ”E
- Explaining the corporate development strategyijg
the Molson Companies, President and Chief Execu

Wants to 1nvest CLowill hkely be ofa marketing or

technology It W111 be a leader in its partlcular fiel I
business which produces high quahty products or ser~
ices, and in all probability international in scopq d

Those were certainly the criteria in the $60 milliffifl ..
purchase, in 1978, of the D1versey Corporation of
cago. Diversey produces and markets chemicals

specialty products, primarily cleaning and sani

compounds. It has plants in 32 countries and marke: &%ﬂa

its products in more than 100 countries. In April,.

son enlarged the Diversey empire by paying about $&
million for B.A.S.F. Wynadotte Corporation, of N¢
Jersey, also a producer of cheImcal specialities. A nf
tional Canadian brewer until a few years ago, Molsc
now sees itself as a “company based in Canada wit
ternational outlook.”

Burns Foods Limited of Montreal has only a sms
investment in the U.S.—two small plants in Oregijy;
freezing fruit and corn for supermarkets and the fa 4
food mdustry—but it is lookmg for other U.S. opporttf :

in Canada, but it is wise to hedge against political
economic problems in Canada by expanding across

"Llf

Dominion Textlle expanded into the U. S marke,
five years ago and recently annouriced a $24 mllhof

future, trade relations with the United States
likely to be liberalized to a more significant. de
than at present and taking such events into accour
expansion outside Canada must form part of the int




Enterprises (C.P.E.), formerly

n the'U,S.'thrO gh its Canadian-based operating

1panies. For example, Cominco's U.S. subsidiary

duces fertilizers, metals and-electronic materials;

oma Steel has coal mines in Virginia and iron ore

roferties in Michigan; Dominion Bridge does more

1 60% of its business in the U.S. and is seeking ag-

ively to expand there. In addition, C.P.E. paid $22

on for the Syracuse China Corporation, of Syra-

s 4 Miyce, N.Y., which is a large supplier of chinaware and

ware to the growing food service industry in the

S11f that seems an unlikely enterprise for a corpora-

usually associated with heavy industry and re-

‘ces, William Moodie, then President of C.P.E., ex-

ained to shareholders in 1979 that investment in the

clatively stable consumer section of the U.S. economy

| protection against the cyclical swings in the re-

rce sector. He added significantly, “still another of

idvantages (that is, the investment in Syracuse) is

1 lits location in the United States, where we think condi-

n of Wﬁngé are more favorable at present than everywhere

-C?ls ..we aré also influenced by the generally better

derstanding in that country, by geverniment and the

mark ﬁ%lation as a whole; of business objectives and busi-
ril, M achievements.” o T :

oranda Mines Ltd. has a range of investments in

'U.S. and a variety of motives for going there. En-

itering the primary aliminum business in the 1960, it -
more economical to jump the tariff wall and to pro- -

e in the U.S. than in Canada. “In the case of paper
s,” said Chairman and President Alfred Powis,
e raw materials are in Canada, the market is in the
glglted States, and the tariff is negligible on pulp but
iSteep on paper.” In fact, Noranda’s paper mill in Maine
j %g-ives pulp by pipeline from Noranda’s mill in New
el %éinswick. “Mines are where you find them,” said
. " ggis, “and geology is no respecter of political bounda-
ical airies.” Noranda is developing mines in the United
ross th- tates to produce copper in Arizona, cobalt in Idaho,
ad-zinc-silver in Utah, gold in California and Alaska,
ariiand phosphate in Florida. Powis adds that Noranda’s
m.lll | ahufacturing operations in the U.S. are generally an
tiles, & %grt to use Noranda’s technology to crack the U.S.
 for Ingrket in circumstances in which it has outgrown op-
&«.unities in Canada. He too finds cheaper labour and
ital, lower construction costs and a larger market in
el U.S., but he also complains of more expensive en-
gy and stifling regulations. For him Noranda is “pri-
ily a Canadian corporation with a continental out-
and international investments.” ‘

Ty
[

i It is usually 'eais'i'e”r‘“to/ obtain information from

large public corporations of the type mentioned above -
than from the small private businesses, but in 1978,"
Professors Isaiah A. Litvak and Christopher J. Maule
surveyed 25 small and medium Canadian businesses
which had established subsidiaries in the U.S. Report-
ing. their findings in an article in The Business .
Quarterly, they said that the major reasons these com-
paniesestablished in the United States were the.desire
to maintain or increase market share; the opportunity
to achieve faster sales growth in the United States
than in Canada; the difficulties of reaching the U.S.
market from Canada because of tariffs, transportation
costs or nationalistic purchasing policies; and the de-
sire to diversify the product line and markets. A sur-
prising 21 of the smaller businesses also mentioned su-
perior technology as a reason for entering the
American market. ’ C

Publishing and communications - »
Canadian entrepreneurs are visible in many other
sectors of the U.S. economy, and some of the activities
are quite surprising. Canadian law prevents Ameri-
cans from owning Canadian publications, but Cana-
dian publishers have growing interests in the United
St . Torstar, for example, which is'a leading spokes-
man for Canadian nationalism in its daily, the Toronto
Star, is currently buying U.S. magazines through its
immensely sucessful publishing subsidiary, Harlequin
Books. Southam Inc. maintains the principled position
that “newspapers should be owned and operated within
each country,” but G.L. Meadows, Vice President for
Corporate Development, says; “we would like to.invest
in other communications businesses providing there is

. a proper reason for so doing. We do not prohibit invest-
- ment in other countries.” In fact, its wholly owned sub-

sidiary, Coles Book Stores, is expanding rapidly:in, the
‘United States to take advantage of the large market
and its marketing know-how. The Thomson empire, of
course, knows no national boundaries, and at last
count it owned 67 dailies and five weeklies in the
United States. Canadian cable television companies

-are already well established south of the border and

are competing briskly for new franchises.

Political posturing

American investment in Canada has been the
cause for public debate and political posturing for
years. Despite the pressure of nationalist groups and
the promises of successive governments, not much has
been done to control it, probably because the interna-
tionalization of business and the recognition of eco-
nomic interdependence between countries has become
increasingly obvious to all except the most extreme na-
tionalists. Canadian investment in the U.S. and in
other countries is now also becoming a matter for anx-
ious discussion both in Canada and in the U.S., where
there is talk of establishing a FIRA-like ‘mechanism,
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gulatlons The p051t1ve v1ew of Canadlan mvestment
. abroad is that it will eventually bring home profits
: ‘will at least help to. offset the proﬁts which for-

S harmg the cOhtinent =

 ‘for better or Worse we share not only a continent
the United States, but slso an economy, a popular ¢ zésd
- ture, and a soc1ety, and that nothmg is hkely to'char

icy of drlfl:

and 1ndustr1al offset packages

by W.M. Dobell

The most expenswe defence procurement contract
in Canadian history — for the purchase of the new
ﬁghter aircraft (NFA) — was signed by the Canadian
government last year. Although the winning fighter
plane, the F-18A, had not surmounted all its aeronau-

- tieal problems by the end of 1980, negotiations be-
tween the prime contractor, McDonnell Douglas of
" Missouri, and prospective Canadian sub-contractors

- proceeded apace. The subcontracting to Canadian com-

- panies of industrial offsets to defence procurement has
~ become a major element of government policy. It was
not always so.

The Minister of Agriculture of 30-odd yearsago al-

~ legedly voted in Cabinet to purchase the aircraft car-
rier Bonaventure from the British on the unfounded ex-
pectation that they would reciprocate with a tinned
- meat and cheese contract. That illusory offset was not

5 . Dr. Dobell teaches Polmcal ‘Science at the Unwerszty of
- Western Ontarzo

it 14 Intemationel-:Perspectives January/February 1981

a contractual obhgatmn During the 19505, 1ndus
offsets did not matter if Canada designed and manuf
tured even the most sophisticated military hardw
This strategy; however, depended on export market
permit extended production runs and low unit co
Without such markets the world producer strategy
lapsed . - It was buried with the 1959 demise of
Arrow project. ; ’

Industrial offsets are the contracts placed in C
ada by foreign corporations to offset the employm

~ and foreign exchange lost to Canada as a result of

external procurement of major defence equipm
They may or may not -be distributed reglonally
four Mackenzie class frigates were laid down in
different shipyards from 1958-60; ‘the two Annap
class frigates were laid down in two shipyards in 1
and the four Tribal class destroyers were laid down

two shipyards in 1969. These industrial contracts w

regionally dispersed by the government, but they w¢ ment

not industrial offsets. Canada can still design (bu
longer within the Department of Natjonal Defenc




3 efits in defence procurement He attrlbutes the present
sperlty of Canadair Ltd. of Montreal largely to gov-
ent dlrectlon in connectlon Wlth the 1964 CF-5

ir was.30 percent hlgher than direct purchase even
it wasthe cheapest aircraft available. Unfortunate-
W in,Natio’nal Defence belOw the Minister shared

HEe - much 1nvolved It could be, and was, partlally
idapted to- other purposes, but it remains the classic

adian. case of the arbltrary precedence ofindustrial

ﬁé%eﬁts over defence priorities.

The long—range ‘patrol aircraft (LRPA) contract of
3?57 6 reflected the first formal assessment of the link-
e between defence procurement and industrial bene-
s. It did not include a contractual obligation to small
i -contractors The airframe and engines of Lock-
ced’s Orion were combined with the listening system,
adar and-computer of Lockheed’s Viking to produce an
;pdated anti-submarine warfare (ASW) aircraft chris-
cned the Aurora. Part of the offset package was firm,

art depended on wing construction for future Orions .

| only half of which were then on order, and a great deal
epended on Lockheed’s uncertain business prospects
he 1980s and early 1990s and on the competitive-

s of Canadian suppliers. Despite its unpredictabili--

j this was a more continuous production and employ-
h%gnt benefit than then Supply and Services Minister
Jean-Pierre Goyer’s notion of stripping and refitting
he aged Argus aircraft at Canadair in Montreal.
| The serious industrial benefits alternative to
%cMeed was Boeing, more commercially than
efence-oriented, but a far healthier and more prosper-
us company. The project evaluation team scored its
OF higher on all counts except cost. The Department

dustry, Trade and Commerce (IT&C) was doubtful
b t superior industrial benefits warranted a $370 mil-
on additional capital expenditure, however, and Mar-
ime Command of the Canadian Armed Forces dis-
j‘ed the tripled fuel costs. Thus, the offset factor

%yed a considered rather than a determining role in
the LRPA award.

Sometimes, a procurement offset relates more to
ade and investment than to production and employ-
ent. Such is the case with so-called Third Option

Is, negotiations undertaken with major industrial
ers other than the Umted States in the hope of de-

velopmg a more. equal external trade and mvestmentf“

e relatlonshlp The purchase of the Leopard tanks ﬁ'om ,
~ West Germany was undertaken in 1976 as a means of :
- building onto an existing NATO military connection -

broader political and economic linkages with the Euro-
pean Community. Thereafter, the British, German and -
Italian heads of government suggested to Prime Minis--

'ter Trudeau that he give preferred consideration to-a
. European Community plane in the NFA competition.

The Tornado consortium was accordingly invited to
bid. Much to the annoyance of the British High Com-

missioner to Canada, however, it was not amongst the .

two finalists announced in November 1978.
The Tornado industrial benefits package was sat-
isfactory, except that it was not assessed as fully realiz-

- able by the government project team assembled to ana-

lyze the NFA program. General Dynamics with its F-
16 was rated lower, yet short-listed, and the F-14
placed bottom on industrial benefits and eliminated.
The first two of the three front runners on industrial
benefits, the prototype F-18L and the F-15, were also
dropped, leaving the McDonnell Douglas F-18A as the
other finalist. Only the two cheapest aircraft already
receiving U.S. government commitments and support
survived the elimination round, indicating that cost
was more critical than industrial benefits or perform—
ance in assessing eligibility for the final stage.

Offset packages

Both firms encountered problems in calculating
offsets. McDonnell Douglas advertised that every wing
for more than 1,100 DC-10s and DC-9s flown by 65 air-
lines was built in its Malton, Ontario plant. When it
claimed over a half billion dollar offset credit for con-

_ tinuation of existing production, the project team dis-

allowed most of the claim, but allowed offset credits of
$645 million on the newer DC-9 Super 80, stretch DC-

10 and military KC-10. McDonnell Douglas also

sought premature offset credit for sub-contracting the
inertial guidance system of the new American cruise
missile with Litton Systems of Toronto. The cruise mis-
sile is also contracted to General Dynamics, and it was
earlier agreed that whichever company won the NFA
competition could use the credit to cover any offset
shortfall. Westinghouse, which manufactures the F-
16’s radar, advertised the Canadian job creation that
would flow from production of key components. Yet its
bold Churchillian headline, “Never has so much been
put in,so small a space for so little money”, rhetorically
highlighted the restricted space that precluded possi-
ble later substitution of the requisite all-weather ra-
dar.

- Northrop, principal sub-contractor of the F-18A,
sought a preliminary injunction against McDonnell-
Douglas when it discovered that the latter was offering
Canadian offset production parts for F-18As that
would be sold to other customers, a breach of its con-
tract with Northrop. This dispute was later settled. On




MecDonnell Douglas photo :

The controverszal McDonnell Douglas F-18A, shown heieina demonstration ﬂzght carrying U.S.markings,
wori.over its chief competztor the General Dynamics F-16, to become the main ﬁghter aircraft of the

‘- Canadzan Armed Forces air command.

! the' other h'and,'General Dynamics never entirely over-
came the impression that its advertisements, such as
its boast of a 20,000 new jobs and $2.8 billion benefits
package, incorporated more interpretative liberties
than the norm. An unofficial report from the evalua-
tion office was leaked, presumably because it judged
the General Dynamics bid unsuitable and its negotiat-
ing techniques distasteful. Although the company

-knew that its offset package was assessed as inferior to
that of McDonnell Douglas, it advertised nine days be-
fore the formal selection announcement that the dollar
value of the new work it was offering was over four
times that of the McDonnell Douglas offer.

That kind of negotiating technique was directly

: fesponsible for the public release by the Government of .

a 38-page analysis and evaluation of all industrial ben-
efits offered by both finalists. Industry Minister Herb
- Gray, who personally ordered the declassification and
release-of the document, put the economic impact on
Canada of the winning package at $3.263 billion
against $2.618 billion for that of General Dynamics.
This was using the project purchases/Canadian sales
_ basis of comparison, favoured by McDonnell Douglas
and by TT&C. - General Dynamics submitted an
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investment-multiplier basis of comparison, generou
estimating the spinoff effects of new investment Usi

The report included quality assessment data of t
respective offers as of early March 1980, also favouri
McDonnell Douglas. A last minute improvement int
General Dynamic bid slightly invalidated the comp
ative quality figures, and the Minister omitted spec
ics on this category. Gray stressed that the proj
team judged the McDonnell Douglas industrial be
fits programme to be superior in quantity of purcha
of aerospace and non-aerospace goods and services;
vestment in new Canadian facilities; transfer of
vanced technology from the United States to Canadi
firms; technological advancement opportunities; qu
ity of purchases and technological transfers; exp
marketing assistance for Canadian products; prom
tion of tourism in Canada through the company’s va
tion packages; and regional distribution and risk.

The Air Industries Association of Canada
pressed satisfaction that its pressure to put at least

‘ “percent of the offsets into high-technology busine




g On the costlier Canadlan
argln of suﬁimency Would

justrial beneﬁts component of the NFA procure-
=nt but Wlth? the spread of that offset programme

W months befor‘ 'he became Defence Mlmster in the
79 Progresswe Conservatlve Government, objected
at British Columbia, with 10 percent of Canada’s
pulation, paid its full share of national taxes but had
leived only one-third of one percent of the offset ben-
ts of the LRPA contract: ,
| The fact that Boelng owned an aerospace compo-

hent plant in Winnipeg was generally presumed to be

zoa%nected with Defence Mlmster James Richardson’s

m erest in- promotmg the 707 in the LRPA competi-

"The Minister ‘was occasionally referred to as
endel Rivers’ Richardson, after the American Sena-
s who loaded his home state Wlth aefence industries.

; 1c1zed the federal government decision to purchase
hadair, a company he 'argued Which Would have

1ng overhaul work on CL-41s for Canadair rather
ian for CAE Aircraft Litd. of Winnipeg; in reversing a
gg 4 commitment of Richardson’s to grant CAE an
rerhaul contract on military 707s; and in conveying
the CAE a very distinct impression that its prospects
‘Teceiving two future government contracts would be
ich improved by not resorting to legal action against
Government over what he had done. Goyer’s warn-
induced a certain pause for thought on the part of

7, however, it took the case to the Fed— o

o eral Court of Canada i in 1980, charactenzmg its status
_inthe m1d-197 Os'as that ofa pawn between Goyer and
‘Richardson.

O

Quebec s position -

The LRPA contract was signed four months prior
to the 1976 election of the Parti Québecois Government
(PQ) in Quebec; the NFA contract was signed less than

‘six weeks before the May 1980 sovereignty-association

referendum in Quebec. The proximity of the latter two
events thus afforded an opportunity for injecting the
contract issue into the referendum debate. Picking up

_Goyer’s self-appointed role as promoter of Canadair,

Premier René Lévesque depicted the F-16 as the natu-
ral aircraft to afford employment to the Quebec aero-
space industry, an industry comparable in its economic
and manpower impact to the automobile industry in
Ontario. That analogy implied that recent federal as-
sistance to Ford and forthcoming support of Chrysler
in Ontario ought to be balanced by a federal commit-
ment to recognize the aerospace mdustry as centred in
Quebec.

The federal dilemma was thus starkly raised: to -
commit $750 million to Chrysler in Ontario but reject
the F-16 with its large Quebec offset package would ap-
pear as a raw deal for Quebec, either casual neglect or
dellberate descrimination. During the next month it
was Gray’s task to reduce the analogy to negligible di-
mensions. A much more limited sum to Chrysler was
one way. Some method other than a grant or loan, the
means chosen to help Ford in November 1978, wasan- -
other. These calculations dictated some immediate
commitment to Chrysler without foreclosing the possi-
bility of later additional assistance, a guarantee rather
than a direct cash flow, and 4 minimum dollar commit-
ment. The $200 million guarantee announced in May
1980, but effective only in 1982, adequately met these
diverse criteria.

Minimizing one side of the ledger was part of the
game; maximizing aid to Quebec was another. The gov-
ernment announced the imminent construction of the
$100 million Complexe Guy Favreau, an office and res-
idential project to be located in the PQ stronghold of -
east-end Montreal. A protracted heavy subsidization of
the domestic energy price is advantageous to the fed-
eral position in Quebec, so a pre-referendum negoti- -
ated settlement with Alberta involving higher energy
prices was inadvisable. Extension of the natural gas
pipeline eastward to Quebec City and then northward
to the separatist-inclined Lac St. Jean region was an-
nounced in the final week of the referendum campaign.
Bombardier Ltd. was offered $100 thousand to submit
a production proposal for the manufacture of 2,800
M35 logistical support trucks, the total cost of which
was estimated at $235 million in 1980 dollars. Despite
the evaluation of different options since 1977, however,
the omission of a commitment to award a firm contract




Pr ect evaluatlon

The most potentlally compromsmg setback to the

artiahty of the project evaluation principle was ad-

ministered by the Defence Mlmster ‘Second only to the

NFA procurement in urgency. and cost, the selection of
,tW finalists for the contract definition stage of a fri-
replacement program- was already overdue. The
Minister is keen to strengthen the growing reputation
of procurement through project evaluation. However,
- moved by the exigencies of the Quebec referendum
- campaign, Maurice Lamontagne promised that “Que-’
 bec shipyards will be favoured, since there are two
. which require assistance” - -
.~ Two consortia had a large Quebec component, one
s "Ied by Pratt & Whitney and the other including Vick-
ers: Canada of Montreal and Davie Shipbuilding of

" Laugzon. The Minister’s comment might have implied

- that the consortia involving Saint John Shipbuilding

& Drydock the Department’s preferred bidder, would

not be short-listed. Although all groups had the oppor-
tunity to adjust their consortia to conform to the gov-
o ‘ernment’s increased Canadian control and content re-
- - quirement, each of these three satisfied these criteria.
" The Vickers & Davie group, not the Saint John, was ul-
- timately dropped. The integrity of the project evalua-
- tion withstood the strain. The direction of the program

- is towards the victory of a single consortia, though
‘w1th a decision 18 months in the offing, a reversion to -

d:lspersed construction is not entlrely foreclosed.

The heavy pre-referendum emphasis on employ-
" ment and production commitments for Quebec requires
. further consideration in relation to Gray’s estimate of
- April 1980, based on the project team assessment, that
-McDonnell Douglas offered the best deal for Canada as
a Whole, and for its various regions. According to the
5 evaluation report, on a sales/purchase value basis the

18 "Iu'ternational PerspectivesdJ; anuaryiFebi-uary 1981

g 'all contract that it could afford v
- not favouring its Canadian subsuhary The “Projg
* evaluation team ev1dent1y assumed new priorities by
- for Canadalr and the McDonnell Douglas parent cuf

pany.

Ifthese assumptlons are valid and Canadalr ]
ufactures the forward fuselage then the McDon

Douglas industrial benefits are superior to the Geney

- Dynamics offer in both. provinces; ‘and in Quebec o
‘Ontarjo. Ifnot, the F-18A package would be superiorf
Ontario over Quebec, and the F-16 package superiorf
- Quebec over the: F-18A. In either case, the evaluatig

report mterpreted the General Dynamlcs offset fig

" for the rest of Canada as higher than the McDo

Douglas figures. Gray’s claim that the McDo
Douglas industrial beneﬁts package was the best
for each of the regions in Canada is thus overwhelf
ingly true in Ontario, possibly margmally accuratef
Quebec, but marginally inaccurate outside of cents
Canada. An updated comparlson of effects for the
corporations in 1981 is, of course, impossible, sii
only McDonnell Douglas contmued sub-contractmg g
gotiations.. - :

One cannot fairly. conclude an assessment of
linkage between Canadian defence procurement 2

‘national industrial benefits without paying tributef
the relative proficiency of the evaluation procf

gained in a very brief spell of years. The LRPA
tract offered an initiation process; the NFA contractf
troduced the three new factors of regional industr
benefits, of small sub-contracting and high technold
offsets; the frigate contract may permit sustained |
warding of the most efficient shipyard rather thanf
direct subsidization of the least. Over a number
years, the project evaluation system may lead to so
rationalization of the shipbuilding industry and 1
structuring of the aerospace industry. Neither aim}
to this point been integral to the goals of the Dep
ments of National Defence or of Regional Economic}
pansion. Industrial restructuring was not part of t
NFA contract, though ITT&C might have wished tha
were. The project evaluation system is not yet a fis
model and probably never will become one, but it is's
ing observed with respect from abroad. Canada nj
niot have the lead exclusively to itself in this new in
vative nrocedure, but no other country is clearly ahe
of it. -
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togai support for hls government’s recent constltutlonal reforms, South Africa’s
er P W A-Both 1 called a surprise general election in January. The country will go to the polls on April29
v 6s that,follow one analyzmg the economic interdependence of southern African states and the
d constitutional reforms, were wrltten before the election announcement.

pe for Southern Africa
m growmg regional’ ties

- by Gordon F. Boreham

Af 'ca a land that has been called by some anthro-
glsts “the cradle of ‘mankind”, is in a state of
10il now than at any other time in its mod-
] 1story Pohtlcally, it has superseded South Amer-
s the. contment ‘of ‘coups, assassinations and au-
tarianism, and is a domain of often capricious and
Hlicting 1deologles. Economlcally, much of it is
rse off than in the colonial era. Militarily, it is a
ing arsenal o weapons mainly held in ill-trained
1rrespon51b1e hands. In brief, one does not have to
ery perceptive to hear the apocalyptic hoofbeats of
famine, pestilence, war and death in Africa today.
There' are, hov ever some hopeful portents. There

unmensely promlsmg ‘movement to create closer

eration 1n economlc and other areas betvveen the .

tlng with Botha
South African Prime Minister Pieter Botha's
ting with leading businessmen at the Carlton Ho-

ed as the major catalyst for the changes now tak-
place in the RSA. In his address, Mr. Botha called
~voluntary grouping of all those nations that are
ed in the southern part of the African continent in

r to strengthen andblmprove existing economic co-
ation and combat common military threats such as
ign invasion, insurgence and terrorism. As a prac-
Al step in the implementation of his vision of a “geo-
omic community of interests”, Botha undertook to
ce government spending and taxation and inter-

ference in the marketplace, as well as to deregulate
price, rent and foreign exchange controls. The purpose
of these proposals was to release more capital and
skilled manpower for the creation of new income and
jobs by the private sector. The Prime_ Minister also

promised to open certain industrial and tradmg areas

to all population groups. _
In brief, M_r Botha ggrrectly)li};};eg t

tion, generally known as the constellatlon of southern_ ,

African states, as essentlal parl;s of a coordln‘ ted de-
velopment strate gy. :

* Pretoria conference

The first step towards a new regional dlspensatlon

- was taken on July 23, 1980 when Prime Minister Bo-

_tha and the leaders of the three ex-homelands — Bo-
phuthatswana, Transkei and Venda — agreed to:
1) create and develop a number of regional growth
points which could serve as balancing growth poles
against the four large metropolitan areas within the

RSA. (The four existing growth points cover four per- -

cent of the Republic’s surface area but account for 80
percent of industrial production.)

'2) establish a multicultural development bank with

membership open to all the countries of Southern Af-
rica, as a vehicle for mobilizing resources for devel-
opment in close association with the private sector;

Dr. Boreham is Professor of Economics at the
Unzverszty of Ottawa. He has travelled widely in
southern Africa, returning recently from a five week
visit during the autumn of 1980.
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bour‘ capltal technology and entrepreneurshlp

everybody within South Africa’s boundaries depend on

_the same single economy for their material welfare. In -
rwords the ten homeland areas, as they now exist: "
s dots over the map of South Africa, cannot be devel-
ped separately. In fact; there is not even a question of

-return flow of Black people from the area of Whites,

oloureds and Indians back to the national states. Ac- -
ordingly, the Pretoria summit. marks a Watershed in

‘the annals of South Africa. -

lskelan mdependence L :
-~ Another major step forward in the formulatlon ofa
“constellation of states was the October 1, 1980 decision
‘the Ciskei, one of South Africa’s smallest tribal
omelands, to ask for 1ndependence on the basis of a
confederal agreement. Endorsing this decision, Dr.
- Piet Koornhof, the South African Minister of Coopera-
~ tion’ and Development; said that the White areas of

o 'Berhn East London and King William’s Town and the

: ck areas of Mdantsane, Zwelitsha and the rest of
- the ‘Clskel will be promoted as a corridor of common
-‘economic development in which all of the population in

' the region can share. Koornhof also said the South
.Afmcan government was committed to equalizing sala-

ries based on the principle of equal work and on com-
¢ pulsory education for all the peoples in South Africa.

- Although the Ciskei is one of South Africa’s small-

" est homelands, more than 500,000 voters took part in a

referendum on December 2, 1980 to say “yes” or “no” to

Ciskeian independence. The referendum, which was

monitored by four independent observers, including

John Sears (President Ronald Reagans campaign

manager), produced an overwhelming “yes” vote.
While the constellation planners envisage the

- -eventual creation of an area of peaceful social and po-

litical evolution and economic prosperity for all those
people who live under the Southern Cross, the current
thinking in South Africa is to start the building proc-
- ess fromthe core —South Africa-and the independent
. and non-independent homelands first — and work to
the periphery: the former British High Commission
Territories, now called Botswana, Lesotho and Swazi-
1and (or BLS countries); Namibia, Zimbabwe and Mo-
zambique; Malawi, Zambia, Tanzania and so on. Ap-
parently, South Africa believes that it must get its own
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s : duced a number of labour and somal reforms in'thej
An obvious implication of these agreemeénts is that‘ b

few years, notably the extension of trade union ri

“to Black workers (mcludlng the migrant workers

the tribal homelands), the opening of apprentlce

“training to all racial groups, the elimination of st
. tory job. reservation, the abolition of legally enf
, rac1al dlscnmlnatlon in work places, the removal
e stnctmns on racially mixed sports in schools (
race sport clubs have been allowed for many years)s
- the repeal of the permit system of admission to re -

rants and other public places (219 restaurants, cliies
dr1ve-1n theaters and cmemas have been opened tof2

‘races so far).

In addition, the government intends to 1ift allf
strictions in the Group - Areas Act which prev.
Blacks, Coloureds and Indians from conductmg ant;
cating their busmesses ‘wherever they wish, Furtl
more, three new bills which may soon beconie law s
remove some residence. restrictions on urban bl
and prepare for self-governing black municipal
Black people who have jobs and accommodation in:
ban areas will not have to suffer the indignities of;
pass system. Prime Minister Botha has acknowleds;
that Section 16 of the Immorahty Act- (whlch fo
sex across colour hnes) ‘and the Mixed Marriages
(which bans marriages between the four racial caté]
ries) are not necessary for the survival of the Whit
tion and should be abolished.

Dlscnmmatmn L is therefore a drag on South

ment Corporation was inaugurated. It is a joint v§
ture of the state and the private sector, with the
ernment putting up half of the 100 million
capital. Its functions include the financing of small4




orkers over the riext five
evelopment bank will be
.\These 1nst1t11t10ns are in-

ices for Wldel' regmnal cooperation. To start Wlth a
erchange of goods exists between the RSA and
' The four countries together form a

trles prov1des for free access to the South African
ey and capital markets. :
‘South African mines as well as agriculture and
ructlon‘servlces have attracted hundreds of thou-
s of unskilled Black workers from all over south-
ica for many decades. In June 1978, 327,051 for-
| workers were registered as employed in South
frica; the true figure is estimated to have been at
t half a million. The remitted earning of these mi-
1t workers represent a sizeable addition to the in-
es and foreign exchange reserves. of the countries
erned (especially Lesotho and Mozambique).
o less than seven of the 11 countries of southern
a are land-locked. Consequently, they are heavily
ndent for their imports and exports on South Afri-

il, road and shipping facilities. Conversely, the .

of the total volume of South Africa’s imports and
rts. Air transportatlon links between the Repubhc

! Wer supphes DeSIgned to supply power

Ik to the RSA, the huge hydroelectric project at

ra Bassa on the Zambezi River provides cheap

ower and water for industrial and agricultural pur-

poses in Mozambique. Similar multipurpose hydro-

R ectric schemes are located on the borders between
est stf‘%% 1

%0 a and Namibia (i.e. the Ruacana and Calueque

s on the Kunene River) and between Zambia

Zimbabwe (i.e. the Kariba project on the Zambezi

). Though widely vilified as bastions of colonial-

these projects could prove of inestimable value in

oting mdustry and agrlculture throughout the en-
egion.

f cooperation between South Af-

_ areasoutside the Rand currency bloc. .

: ‘rica and her nélghbours"a"ré the Southern African Re-
“gional Commission for the Conservation and Utiliza-

tion of the Soil and the Southern African Regional -

Tourism Council. Bilateral forms of technical coopera-

tion include: the Onderstepoort Veterinary Research
Institute which produces vaccines for the combating of
many fatal animal diseases in Africa; the South Afri-

- can Bureau of Standards; the Council for Scientific and

Industrial Research; and the various agmcultural mar-
keting boards.

Notwithstanding repeated demands for interna:
tional trade sanctions and boycotts against the regime
in Pretoria, established trade links exist between
South Africa and at least 20 African countries. In fact,
there is hardly any country in Africa to which RSA -
does not send goods from time to time. Moreover, the
steady increase in South Africa’s trade with Africa’
during the past decade has increased dramatically in
1980. In October, Business Week reported:

“Last year, South African exports to black African
.grew by 39 per-
cent. So far this year they are running 75 percent
ahead of 1979 and will reach 1.3 billion U.S. dollars by
the year end, accounting for 10 percent of South Afri-
can exports.” (That figure compares with only seven
percent a year ago)...“Further intensjfying the im-
pact of these statistics is the fact that black Africa —
labelled the ‘hungry continent’ by the United Nations
Food and Agricultural Organization (FAO) — now gets
much of its grain from South Africa.”

In regards to food production, Kenya, Zambia, Mo-
zambique, Zimbabwe, Zaire, Malawi and Mauritius
purchased hundreds of thousands of tonnes of maize
(corn) and wheat from South Africa in 1980.

Parenthetically, published figures on trade be-

" tween South Africa and the rest of the continent do not

reflect the actual situation since much of the RSA’s
‘trade with Africa is channelled through third countrles
(using double invoicing and false certificates of origin).
Some observers claim that the real trade figures may
be twice as high as the official ones. Be that as it may,
it is clear that the RSA exports much more to Africa

"than it imports. As Business Week remarked: “Black

African states find incentives to buy in quicker deliv-
ery, a quicker return on scarce foreign exchange, lower
freight costs, and often in products designed for specific

- African conditions.”

Constellation structure

The superstructure for a constellation of southern
African states (including the ten national communities
in RSA) is already in place: an interlinked road, rail
and alr system; joint participation in water and power
projects; established financial ties; a modest Customs
Union Agreement; increasing labour mobility; sub-
stantial two-way trade; border straddling big business-
es; and technological assistance, especially in mining
and agriculture. Yet, the independeéent Black states out-
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‘side traditional South Africa have flatly rejected the
“Republic’s offer of wider regional cooperation in the
economic and technical spheres. )
Anticipating_South Africa’s constellation offer,
~ Angola, Botswana, Mozambique, '
- bia convene r

: nce (SADCC) at Arusha, Tanzania, on
- July'3,71979. The Conference, which was attended by

- an impressive array of industrial countries (including
-~ Canada): and international agencies, set as its long-
_term objectives: the reduction of economic dependence
on South Africa; closer links among the black ruled
~states to create “true and equitable regional integra-
* tion”; the mobilization of resources to promote nation-
" al, inter-state and regional policies; and joint action to

i
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“obtain international help for economic liberation

. These states assembled again in Lusaka, Zan,
in early April 1980 in an effort to plan a more cohet
development strategy; Lesotho, ‘Malawi, Swaz
and Zimbabwe also attended. The nine Black sout
African states met again in Salisbury, Zimbab
September 11, 1980 and allotted themselves sp
tasks. For example, Zimbabwe was asked to des
food security plan; Zambia a development
scheme; Mozambique a transportation strategy;
zania an industrial integration policy; Swazilan

.manpower development program; and so on. The{

day conference closed with the admission that
member countries had not been able to take any
tive steps” towards their main aim — economic dj




s'and mternatlonal orgamza-
that Week -

ndence and closer umon in southern
‘ \andt Commission report on North-

ved by confrontation. This demands a new percep-
n of mutual dependence of states and people. De-
velopment means interdependence, and both are pre-
nditions of human survival.
From this, it would seem to follow that regional
pings in southern Africa are an indispensable pre-
isite for the economic progress of individual states
use, taken in. 1solat1on their economies offer too
TTOW and weak a bas1s for: v1gorous economic devel-

There can be no questlon that the countries of
thern Africa recognize the desirability of closer re-

al union. There-is no doubt that serious efforts are

g made to: provide meaningful channels for its re-

ic expression. This movement must be sustained

d gather mornentum to ensure movement towards a
ey order in southern Africa. In general terms, this
can be done by relying more on marketplace forces.
reason for this is plain enough:-by reducing the

range of issues that must be decided oy politicians and

his way enables the one to offset the other. Thus, in
ctlce an 1mpersona1 market separates economic ac-

v;t1es from political ideologies and protects people

om being discriminated against in their economic ac-
ities for reasons that are irrelevant to their produc-
ity — whether these reasons are associated with
eir opinions, religion, colour or ethnic background.
1t another way, in a free market economy, the indi-
Jual citizen finds his own place in society, his own
al, ethical and cultural values and can gain per-
al progress for personal effort.
A - distinguished South African industrialist,
v..E. Oppenheimer, has gone so far'as to argue

ureaucrats, a free enterprise system promotes the
jaration of economic power from political power and-

than poverty-strlcken ones.. However 1t is d1fﬁcult to
foresee success for this econom1cally unconvincing ven-.
ture which envisages the spending of several billions of
dollars in infrastructures alone over the next decade. -
"To. place matters in perspective, the nine Black
southern African states have five times the land mass
of Seuth Africa and twice the population of the Repub-

" lic, but their combined Gross National Product is less

than half of South Africa’s and their per-capita in-
comes hover around one-third to one-quarter of the
RSA’s per-capita income. Only two of these states,
Malawi and Zimbabwe, have consistently managed to
feed themselves. Of the nine, Zimbabwe, Malawi, Mo-
zambique and the BLS countries are interconnected
with the South African economy to a far greater extent
that they are with each other’s economies. Not surpris-

ingly, one delegate at the first SADCC conference con-

cluded: “This plan limits natural and regional develop-

ment, weakens the independent southern African

states and provides the RSA with economic leverage

against them.” An expert on Africa, Dr. Michael '
Clough, warned the delegates at the Salisbury confer-

ence that states breaking economic ties with South Af-

rica could seek the not very viable alternatives of get-

ting outside countries to pay for their losses.

Nevertheless, as had been proved in Zambia and Mo-

zambique, this would fall far short of the losses incur-

red by economic separation.

What the impact of these remarks means is that
Wlthout Sputh Africa’s expert1se and capital it would
e group of nine’ decades to achieve the eco-

nomlc freedom they desire. This seems to imply that

cloger formal links between a restructured South Af- 1%

rica and its Black nelghbours should come. al

: tlvely eas1ly once all sections of South African. somety

have shown. themselves capable of creating a socio-

: pohtlcal order in which the various races and e"hmc ,

groups enjoy maximum scope for their well—grounded
hopes while sharmg responsibility over matters of mu-
tual 1nterest

‘The winds of change’ are blowing with increasing -
1nten51ty in southern Africa. White South Africa has
recogmzed that a strategy of survival entails far closer‘
involvement W1th all races both within and outs1de the
Repubhc Economic facts are. begmmng to. compel
Black African pol1t1c1ans to reassess their priorities,
Thus, the possibility of a new ‘and broader alliance be-
tween all the neighbouring countries in southern Af-
rica is not altogether far-fetched. What is needed, how-
ever, isa degree of mutual respect and a willingness to
share opportunities equally among the diverse racial
and,ethnic groups within the region as a whole. In any
event, it is no exaggeration to say that current efforts
to create closer regional ties in southern Africa are far
and away the most hopeful signs of change on the sub-
continent since the introduction of South Africa’s “sep-
arate development” policy in the'1948 general election.




by Heribert Adam

o ,»i“f"r.Siync'e the South African administration of Pieter
W. Botha replaced-a corruption-tainted rival faction in

.-1978, its rhetoric has been one of reform:. Four main

" categories can be distinguished to evaluate the reasons

of blacks cope With the bottlenecks Whether theg

‘nounced tax incentives for the training of blacks v

resultin an 1mprovement and thereby a strengthe
of the bargaining power of Black labour remains tig;

-~ for, as well as the limits and implications of the recent
_-policy ‘shifts in-South Africa: (1) labour relations (2)

. township organization (3) Bantustan planning and (4)
constltutional and admlmstrative changes

o In the view of most Blacks in South Afmca succes-
sive White governments have been merely engaged in
‘the politics of suspense. Promises of Apartheid’s death

are. now more than ever, dangled before its disillu-

~‘sioned victims. Nonetheless, crucial policy shifts have

“taken place in industrial Apartheid. Increased politici-
- zation of labour relations demanded different respon-
. ses. A booming economy could not simultaneously cope
with a threatening unemployment rate and a serious
shortage of skilled labour. Indeed, the greatest brake
in the economic expansion remains the shortage of
skilled' personnel, traditionally confined to whites
only. In-the entire country, there were only 50 Black
_artisans in 1980 and a negligible portion of Blacks re-

- ceived technical training at a higher level. The high in-
- flation_rate results partly from the inflated wages

which the scarce White skilled workers command

‘While employers who have long lamented this sit-
uation have called for state action as a remedy, the
government, however, acting on the Wiehan recom-
mendations, has left it to employers and unions-to in-
troduce better training facilities. The much acclaimed
Wichan. report commends segregated trainin
for White and Black apprentices. It is generally recog-

‘nized, however, that the few Black in-service training

- - centres are inadequate. Nor can recently relaxed im-

‘migration laws, which fuel the frustrated aspirations

Dr.Adam is professor of Sociology and Anthropology at
Simon Fraser University. He is the author of two books
- on race relations in South Africa. .
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official recognition of Black umons Pretoria Tema'
hostile to the Black trade union movement. This

the Wiehan recommendations, the goVernnient P
bited all donations to the major coordinating body, fec

Federation of South Afrlcan Trade. Unions (Fosa Fi:

the unregistered union.of 10,000 striking munici
workers in July 1980, opting instead to deal with aniple;

ployers in a strike remains the rule. Despite their leg
protection, reprisals against union organizers con st
ue. Statutory regulations are simply bypassed by
workers as well. An Institute of Race Relations surv
of labour unrest in 1979 revealed that only one of '
proximately 50 strikes reported that year was leg
The same pattern continued throughout the next y
The much heralded, albeit restrictive, new labour I
islation so limits the bargaining power of workers thki
attempts are made to subvert the carefully design
control system ignoring its stipulations. Even the
ister of Manpower utilization, Fanie Botha, now
horts employers to “deal with whatever. leader

~ group holds credibility among the workers.”

integrated unions rather than a divided working ¢
as Marxist analysis would suggest. In the South
can context, racially separate trade unions would p
icize wage conflicts and escalate strikes into racial
frontations which are feared more than the pote
strength of an integrated union movement. Indust
ist Harry 0ppenheimer has expressed this preferen




1

rade umon's;._should . part of the Black population. This has been confirmed
shouldn’t have White in the history of political activism but it is likely to be
_unions, because this aggravated as a consequence of more direct competi-
: dt tion between disadvantaged Blacks and relatively
privileged Whites. The latter bring their history of

domination into a new situation of so-called equal op-

portunities which are, however, unequal. Even if all

statutory d1scr1m1nat10ns were to be scrapped, even if"

all expenditures for education were equalized together

with equal pay for equal work, Blacks would still live

with structural Apartheid.

aim government has conceded unattractive lease-
hts to urban Blacks and abandonedthelr so-

Economic hegemony
3) In terms of regional foreign pohcy, Pretoria now
promotes a “constellation of states”. The independent
southern African states together with the Bantustans
will, it is hoped, form a collaborative union under Pre-
toria’s overwhelming economic hegemony despite ideo-
logical differences. Dependency and impoverishment, -
together with internal political instability - among
South Africa’s neighbours, may well lead to the reali- - o
zation of this imperial dream, Whether openly or se--
cretl
In line with these external ambltxons there is do-
ack bourge0151e would also constitute a substantial mestlcnlly a move away from ethnic-based econo_rr_nes
ard and incentive to the collaborating class. In to_regional development Whlci’ downplags political
the development of Black urb micro- boundaries. Not only did the “homelands”, indepen--
_‘——_‘L—_——h d ' ial and i " dent or not, fail to add to overall stability as the policy
—— ' ' once proclaimed, they are now officially recognized as
economic disasters. For Pretoria, it is still important to
foster their status as legally sovereign satellites for
reasons of Black citizenship. For only the creation of
new states allows the government to impose a new citi-

smg area instead of the present unattractive and zenship on urban Blacks. T-——-L—‘L—-ahg—-l—--——hls fiction alone justifies
fficient rental schemes the' economic and social the denial of political rights in the urban centres in
cture of the townshlp ’Would indeed be altered. " line with international standards and. at the same

structures, the planners hope, would then form lslmel ermlts t}f{‘thhltte
basis for economically more viable, Black-run city €ga_ majority ol the citizenry.

. _ . Nevertheless, this denationalization of South Afri-
link 1 tres. e e ¢
%8, linked to established urban centres cans of Transkei/Xhosa, Tswana and Venda ancestry

created strong resentment, in addition ing a a-

ow much of the initial capital infusion o infras- tion of international law which prohibits involuntary
ture development should come from the private or deprivation of citizenship. Above all, it serves as a de- »

public secto_r;_ (2) wheth. AlaCk‘ busines srlrllen terrent for other “homelands” to request independence.
il have excudve control over the. fevamp e(li g 9_11;: At this juncture, Pretoria decided to modify the terms
» SNgage 1n nartn(?rshlps with White c.aplt‘a ora- of future independence negotiations, first applied to
the unrestricted infusion of that capital into thg Ciskei. While still acquiring a new citizenship,
___shlgi It is conceivable that soon the Central Busi- whether they want it or not, displaced Blacks are now

: kDistrict Of _Jéh_a’nnesbung would l?e opene;li for also promised an “associate” South African citizenship
traders with similar access of White merchants or at least internationally acceptable travel docu-

oweto. Since White capital holds all the advantages ments.

onomies of scale and managerial skill, a subordi- ' _
ton or even retardation of an emerging Black bour- At the same time, there is a new readiness to allo-
2eoisie would be the likely outcome of this new compe- cate some White controlled land and towns to the new
i1on. Moreover, this would - further impede the development regions, jointly administered by Bantus-
itically des1red emergence of a black middle class. tan.and White authorities. Under this “Mafeking solu-
It is because of these built-in structural inequali- tion” the White population would not have to relocate
that the intended conservative “urban insiders” and would not be bought out, as under the previous pol-
likely turn out as the most frustrated and militant icy of Bantustan consolidation. The cost of consolida-
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in the industrial centres, it is not inconceivable
they will be finally granted freehold property
ts. This would allow the financing of more autono-
8 black mun1c1paht1es through property taxes

E

However, there is still disagreement on two issues:




% it

"pt is taken seriously, there is in theory no ‘ .
he partltlomng of Black dommated areas and o

the Botha government continue the trend of i increasing

'. executive discretion. The government can now bypass
.. the White parliament and even the Nationalist party

aucus as never before. The jurisdiction of the still rel-.

_atively mdependent courts was drastically curtailed
long ago. Now, as a result of the Schlebusch Commis-

- ‘sion Report, the Senate was abolished, a 60 person

President’s Council” of nominated Whites, Coloured

nd’ Asians created In its place and the twelve addi- -
. tional members were nominated for-seats in the new -

i ";umcameral legislature. A proposed separate advisory
- “Black Council” was dropped because of objections by~
* ' Bantustan politicians. These reforms were justified by
“. the need to overcome opposition within the Nationalist
: “-‘,ﬁParty to rapid racial policy changes, The new institu-
- tions would be based on the basis of inter-racial consul-

tation'which would not i 1mpmge on sensmve White tra-

: L dlthIlS

; ‘;'.Presuient’s Councﬂ

. The debate focused above all on the new Presi- -
- -dent’s council, Its supporters describe it as “the most
- important instrument for negotiation yet to have been
“created in the country.” However, the much heralded

= institution not only excludes Black Africans, but is

" boycotted by the majority Coloured Labour Party and
the White Uggosition Progressive-Reform party alike.

- In-any- case, the Council only holds advisory power to

The constltutlonal and admlmstratlve changes of ‘

trol over the D Natlonal Party and admlnistratlon

_ institutionalized, expanded patronage system re
‘loyal allies and excludes opponents who in the
b
were more protected by civil service traditions. Atf
_'same time, the members of the seven planning comyg
tees and various councils possess far better pers
qualifications than their more 1deolog1cally orien
“predecessors. Technocratic efﬁmencz and perso
. alty have become the crlterla for enior level ap 01
ments. ' :

Whether such an extension of executlve PO
eventually amounts to an abolition of - Whlte de
racy altogether remains to be seen. The voices wh
advocate a- temporary phase of. “enhghtened auth
tarianism” -in- order to 1mp1ement reforms- speed

~seem to increase in South Africa. Some analysts, si

" as Breytenback of the South Africa Foundation, forj
ample, suggest a “Sobhuza option”, the Africanizat
of what previously has been called “de Gaulle
tion”. It is, however, doubtful whether Prime Minig
Botha or any of his potential successors (Viljoen, Sci
busch, Malan) would ever acquire the legitimac;
suppress conservatlve Afrlkaner dlssent without S8
ous resistance. - ' :

Pohtlcal mstablhty

Already there are Warmngs from all 51des of |
White political spectrum that the eas
Botha administration tampered with the stable co
tutional traditions may well contribute to greaterp
litical instability in the future. Neverthel s w1th
powerful state machinery under its con an

e W

IAI £

. the White Cabinet. The essential features of the still-

- “born body are that it co-opts a-few non-White individ-

- uals from the less important middle-groups who can

air opinions but are not in a position to negotiate on
their behalf. If they were able to negotiate, they would
have no mandate to be representative of any tested
constituency, save themselves. Moreover, the person-
ally respected and honourable community members
lose their credibility by their act of collaboration. In
addition, they deepen_the suspicions among the ex-
cluded Africans on the one side and privileged Col-
oureds and Asians on the other.

By participating in the Council, the non-White

“members delude both themselves and their sponsors

~ and confuse consultation with negotiations. In the

- Tong-run,

only the revolutionary movements will
therefore accumulate legitimacy on behalf of the ma-

jority whose. conservative or moderate section has de-

‘White Eng clish-speaking support on the increase, f
Botha faction would easﬂy cope Wlth a maore consery
tive sphntex;party on its rlgh_t,, , :

Nationalist technocrats now_carefu 2
tainment strategies by institutionalizing consultati
and even “concessions” which do not jeopardize over
White control. These social engineers, however, failf
realize one important precondition for acceptance
commodation by those who have been subordinaft
the process of reaching accord is even more importi
than the actual result. Concessions granted unilaf

ally are always suspected of manipulation. Onl
justments in which the subordinates particip;
through representative leaders and genuine negoff
tions will prove successful in finding mutual accy
ance. Such inter-racial bargaining in its various for
has not yet started in South Africa. The Ad hoc e
neering of appeasement and co-optation of moder

prived itself of credibility by being perceived as willing
objects of manipulation. Thus, any future real negotia-
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- dissent is no substitute for negotlatlons between eq




land’s somal tensions
-«;_;_erupt in labour crisis

by Teresa Rakowska-Harmstone

What is happening in Poland and where is it likely
ad? The question, triggered by the events of the

mer of 1980, cannot be answered, except sequen-

y, in terms of the developments of the last 35 years
1n the context of the country’s long history.
July 1, 1980, the Polish government tried
n, as it had unsuccessfully in the past, to raise
_—————
meat pr1ces in order. to reﬂect real costs and to reduce

‘ i
mands reflected not only standing economic grievances
of the workers but also deep-seated political frustra-
tions of the society as a whole. This guaranteed the
movement country-wide, mass-based support, that
found its expression in the new union’s name: “Solidar-
ity”. The workers’ leaders displayed exceptional matu-

rity and restraint as well as organizational skills,

which prevented violence and allowed for the coordina-

Sporadlc at first, the number of strikes in-

sed and affected all parts of the country by early
st, including the Baltic shipyard, which was the
re of the workers’ revolt of 1970. The sporadic and

hearsed nature of the strikes ended on August 16
n, in an unprecedented move! an Interfactory

e Committee was established in the Lenin Ship-
of the Baltic port of Gdansk to represent that
pyard as well as 20 other striking units. The new co-
linated. strlke effort spread with the establishment
her ,1n1;erfact0ry strike committees.
Poland’s economy was brought to a standstill and
the party and the government were forced to ne-
otiate with new labour leaders in order to avoid an
nent economic collapse. By August 30, the gov-
riment capitulated. Its representatives signed agree-
me ts with the three crucial interfactory strike com-
ttees: two with shipyard workers on the Baltic coast
e Szezecin Agreement and the Gdansk Agreement),
4 one with the mine workers of Silesia (the Jastrze-
Zdroj Agreement of September 2). The three agree-
ts all raised the same key issues, but the 21 de-
mds incorporated in the Gdansk Agreement and
ed on behalf of the workers by Lech Walesa, the
ly emerged leader of the movement, became the
is for country-wide settlements. The signing of the
eements was a great victory for the workers and
rked the emergence of an independent trade union

" tion of demands and strike efforts. The latter was facil-

itated by active support given to the strikers by profes-
sional intelligentsia and dissident groups, the most of
important of which, the Committee for the Defen ce of
the Workers (KOR), acted as the factory committees’
public_information agent, a coordinating link, and a
political advisory body.

Common misconceptions

Before commencing the discussion of the forces
currently at work, one should turn, for a moment, to
the genesis of these events and to the most common
misconceptions that accompany their discussion in the
West. The first common assumption is that economic
problems are at the basis of the unrest; Poland is in an
economic crisis and the demands are of an economic
nature. While this is true enough, economic problems
are only a symptom and a result of deep-seated politi-
cal problems, as should become clear from further dis-
cussion. The second misconception is that it is only the
workers who are demanding reforms and new free-
doms. Again, it is symptomatic that it is the workers
who carry the ball in what is supposedly a “workers’

‘state”; but behind the workers there is a broad coali-

tion of all social forces and social classes in the country.

The third, and in my opinion, the most damaging mis-
conception is the assumption that the communist Pol-
ish government is accorded legitimacy by the Poles and
that somehow the Polish United Workers Party

ement in Poland a phenomenon without precedent

communist country.

The remarkable ; gains of the strlke phase of the
vement (July 1-August 30, 1980), were made possi-
by a unique combination of unusual characteristics
t gave strength to the free union movement. The de-

Dr. Rakowska-Harmstone is a Professor of Political
Science and past director of Carleton University’s .
Institute of Soviet and East Euiropean Studies. A native -
of Poland, she emigrated to North Ainerica dfter the
Second World War.




_ settlement has never been acceptable to the majori
~the Pollsh peoﬂg and notmthsta.nd;lng the prowsm'

A he mstrumentahty of Russmn mlhtary occupatlon i
"(ﬂfe Russ1ans are h_lstorlcally the Poles heredltag en— o

- Marxism-Leninism’s Drnfessed w
~_sian orthodoxy. The great cultural divide between
' Western: ‘and Eastern Christianity has separated the
Poles (as well as the Czechs, Slovaks and Hungarlans)
from the Russians since the 10th century. The Roman
_ Catholic Church in Poland has been the one 1ndenen-
dent social force that the party has never s
_controlling, even during the darkest days of the Stalin.
“period; because it commands the loyalty and the mass
: V_alleglanee of the Polish people. Finally, the Poles’ po-
" litical behaviour has historically been shaped on

. “highly individualistic lines, distrustful of any authori-

ty,at times: Eordermg on anarchy. It does not fit the re-

qulred commumst collectivist model.

B Pol1t1ca1 scientists recogmze ﬁve,baslg pghtlcg
*crises »s which con tribu

i country Currently, Poland suffers from four of them

- the The crisis of legitimacy; the crisis of participation, the
e cr1s1s of distribution and the crisis of penetration. The
- fifth, that of identity, does not affect the Poles, but

' their national cohesion and clear-cut sense of national
e identity actually contribute to instability given the na-
- ture and origins of the political system.

__The sources of the legitimacy crisis have been dis- -

i 'enssed above; its existence has been validated by the

" sad record of continuous failures in economic, social
and political life since 1945, because the party and the
: " ‘government have been unable to generate either politi-

- cal loyalty or support for any of its policies a

-its goals. Skeptics who doubt the. record of failures are
) v;referred to assessments made by each new leader about
- his immediate predecessor: then PUWP First Secre-
- tary Wladyslaw Gomulka’s criticism of Bierut’s fail-

o , ‘ures and h1s successor Edward Gierek’s scorn for Gom—
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The flavour of popular p

from a fragment of a satlflc

1980: -

“And if Mr. J aroszewicz (ane Mmlster under Gie
‘made a mistake every day for ten years, our ac
ments in many areas reached the level of the fifti
ther- immediately preceding Albania or immediaj
following -Albania. The level of the ﬁftles1 Or thy

: years gone 1o the dogs!” '

'In the societies- Where the “leading Tole”

, served excluswely for the communist party there i

partlmpatlon (lf deﬁned m terms of accessﬂnht

which Enontles are established. and Values allo L
A crisis of participation emerges -spei :
begin to demand such access. Such a crisis has
present in People’s Poland in a more orless acute u*’ d
since its inception. Added to this has been an acce
ing crisis in (economic) distribution, underscored
abortive attempts at reforms,. and the beginning ¢
crisis of penetration. The latter is evident in a prog
sive decline of government’s overall organizational
pability — to make the society behave in a desiredd
and to prevent a broad spectrum of “deviant” befEs
viour, which has ranged from religiosity to the for
tion of dissident groups; from drinking and absen
ism to stealing and cheating.

Earlier revolts

' The basic incompatibility between the systems
the society, and the latter’s rejection of the party
ts policies, have manifested themselves in wavg
open resistance five times in the past 35 years,§
forced a change of leadership three times. .
wave carried a gjreater momentum. -

The 1956 workers revolt in Poznan was a cata
in the transfer of power within the PUWP from theg:
credited Stalinist. “Muscovite” faction to the 1
openly nationalistic “Native” faction led by Wladys
Gomulka. Soviet intervention at the time was 1
rowly averted by the perception, conveyed to the
leaders, that the Poles (including the army) would
sist, - but that Gomulka’s leadership. presented
threat either to the system or to the Soviet alliane
period of greater freedom and limited reform follo
decollectivization of agriculture was its major and
,durmg feature. Other reforms were rescinded andfj
doms were curtalled resultmg in stagnatwn and

T




aize of demands and unrest among Workers fo-
on the Baltlc shlpyards Many casualtles re-

L tmg shock Waves led to the removal of- Gomulka

fhis replacement by Gierek, a Silesian party leader
a reputation for pragmatism and efficiency.

s for: reform accompanied the change and many
fnises were made but few materialized. As Gierek’s

le to finance accelerated economic development

mg Western credlts backﬁred popular dissatis-

s designed to brmg the Polish Constitutionin line

| other bloc constitutions under Soviet pressure for

1nte‘at10n The oppos1t1on centred on the pro-

and a ‘common forelgn policy. The resistance
ised some modlﬁcatlon in the form but not necessar-
e substance of amendments adopted. The follow-
mmer, the, government’s new attempt to increase

rices _brought another outburst of workers

Fikes and riots mostlyin and near Warsaw. Police re-
Ssion which followed became the catalyst of a new
d formldable alhance between the workers and the

ectuals, as the Committee for the Defence of the-

ers (KOR) was formed and commenced activities.

1n turn, stimulated the emergence of other open,
t, ﬂlegal opposition groups. Other social -forces

ed " in. support the: church and 1ncreas1ng1y, the

SHSants.
us, in the latter part of the 1970s, conditions de-
oped without precedent within the Soviet bloc: 3
society, based on-a coalition of all major social
s, emerged totally outside existing political struc-
. In the four years between the summers of 1976
80 — when-the fifth and most formidable wave
rest engulfed Poland — the party and the govern-
was not able either to regain full control of the
tion or to establish even a minimum dialogue

1th the people; A secret public opinion poll conducted
toland by Paris Match between September 29 and
mber 12, 1980 (with a sample of 510 Poles of all
regions and professions) revealed that only three
nt of the sample would vote Communist if free
ions were held; the largest number of respondents
elther for a-Christian Democratic (34 percent) or
Soc1al' party (27 percent)

In terms of communlst orthodoxy, Polish pohtlcs_ S

were characterized by(ma_]or anomalie§ from the out-

- set. An autonomous Catholic chiirch survived persecu-

tions; and its growing power forced the party to consult
the Episcopate at critical points. The election of Karol
Cardinal Wojtyla of Krakow as the first ever Polish-
Pope further enhanced the importance of the church A
massive but pesg

ope John Paul II on his first return ws1t home in 1979- ‘

unequivocally demonstrated where popular lovalties

lay. .

Since 1956, agricultural land has remained
largely in private hands despite the government’s dis-
criminatory policies aimed at increasing the size of the

. socialist sector. Poland alone in the bloc also has had

the experience of workers actually being able to force a
change in party leadership; the perception of having

this power undoubtedly played a role in the behaviour

and policies of Solidarity’s leadership. In addition, the
late 1970s saw a mushrooming of broadly differenti- -

ated political groups, illegal but organized openly and -

circulating publications outside the state censorship

system; some 40 “free” periodicals (written, typed and
distributed in most difficult conditions) appeared in
1980; of which about 20 were regular publications,
mostly for a specialized audience such g5 intellectuals,
workers, students, peasants and others. These organi-
zations have on the whole been harassed but tolerated
by the authorities, either because they have prolifer-
ated or because the party prudently refused to fabri-
cate new martyrs and found it easier to keep tabs on
dissidents who operated in the open; it is probably a
combination of both reasons. The events of 1980 added
free trade unions to the list of anomalies. At the same

- time, they have built up political momentum beyond

any past pressures; its “ripple effect”, in Poland and

. within the Soviet bloc, may be pushing the situation

beyond tolerable limits. What these limits are is not
clear. Their final determination, for geopolitical and
strategic reasons, rests with Moscow.

Confrontation

The three agreements signed by the Polish govern- -
ment ended the first round of the confrontation. The
second round — for the implementation of the demands
— started in September 1980 and is continuing be-
cause key demands (all embodied in the 21 points of
the Gdansk Agreement) are incompatible with basic
principles of communist systems.

The first set of demands concerns the establish-
ment of independent self-governing trade unions
within the meaning of the International Labour Orga-
nization conventions nos. 87 and 98 (ratified, inciden-
tally, by the Polish communist government), with the
right to_ strike and to bargain collectively. The de-
mands for trade unions independent of party control
have punctuated the history of communist states, be--
ginning with the so-called 1921 Workers’ Opposition in
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pe
- islation as well -as.on.a meamngful economlc reform
““both are amo:

‘ ed around a key phrase — the “leadmg role of the

_= the code word for party control. The Gdansk

ent made a reference to it as part of the consti-

tu orial system but it was omitted from Solidarity’s
charter when it was submitted for registration to War-

= :Provmce Court The court refused registration un--
_lessthe phrase was inserted. Solidarity appealed to the

" Supreme Court which," under a threat of a general
“strike (the union by then numbered some 10 million
® Hembers)_ reversed the lower court’s decision on No-
ember 10, 1980 and regxstered the charter as submit-

. fIn 4 compromise arrangement a separate state-
ment ‘was appended to the charter by the union
,repeatlng ‘the "general commitment to the constitu-
o t10na1 framework and the party’s role within it. This
. was another victory for Solidarity, but a struggle for

e other. necessary legislation promises to dominate its

: _,act1v1t1es in 1981. An overall relaxation of censorshlp '

. 'has taken place. but it remains sublect to arbitrary ac-
- tion by the authorities.

i The third set of demands contams a number of eco-
- nomic provisions to benefit the workers and measures
‘aimed at abolition of special privile ommu-
rgsﬂg____wv(}lass_, Here, implementation has been eas-
ier despite existing economic problems, but the de-
‘mand. for free Saturdays approved in all three

he commitments the government un- =

‘everyone talks rol

 Asthe time of writing, thousands of striking stug
in Lodz demanded the abolition of compulsory ingl

tion in Marxism-Leninism — a major heresy. Nog
-these demands are acceptablé in the context of cor
nist orthodoxy; neither to the PUWP because it .'

. - -cuts its raisor d’étre; nor to the Soviet Union, as
_senior partner and ultimate guarantor of the bloct
~ thodoxy; nor to the “fraternal” parties which. feel t

selves vulnerable. The key question asked is: ¢
tlde be turned and at What cost‘? -

‘ Support for Sohdarlty

What, then, are the forces marsh led against
darltz and social groups which support it? What W
ons do they have at their dlsposal" On ‘the domg
front, it is the PUWP supported by the state secu;
the militia and the ublqmtous “New Class” party,.
and economic’ bureaucracy — ' an overgrown
largely parasitic element whose privileged position

© pends on the preservation of the status quo.

within this group, repeated voices for reform havel
heard, particularly at the national level. Polish A
Forces are counted on the side of the government
statements in the mlhtary press. 1nd1cate but if
government were to ally 1tse1f with the invading*
ternal” forces, it is uncertain whether the conscript
diers and some of the officers: would remain loy:
they were deployed against other Poles."

The PUWP has always been among the weakes
the bloc parties. Its leadership was the most_fact
ridden and hardly noted for liberal tendencies of

“agreements, was not honoured by the government be-

- cause of economic costs. At the time of writing (late

January 1981) Solidarity agreed to work one Saturday
out of every four after a threatened work stoppage

- forced the government to negotiate.

R R i 11 ht of the past experlence of unfulfilled prom-
- ises, Solidarity is determined to force through its de-

. mands arguing, Wlth ]ustlﬁca’rmn that the sooner the

- government
normalcy and improved productivity will return to.eco-
"~ nomic life. This determination appears.to be shared by
- the people, regardless of the threat of Soviet invasion

: (invoked by PUWP and by Moscow). In the Paris Maich
~poll, 41 percent of respondents felt that an invasion
was possible, and 24 percent felt it was certain. Yet, 66

. percent declared that they would resist if the Soviets

~ intervene. In the meantime, ripple effects of workers’
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kind characteristic of the Hungarian and Czechoslo
party, the latter prior to the 1968 Soviet invas
Sources in Warsaw report that it was the leader of
so-called “liberal wing”, Stefan Olszowski, who
gested in late August that the army be used to
press.the strikers; the suggéstion is said to haveb
rejected by the Minister of Defence on the ground
the perceived unreliability of the soldiers. The res
fling of the PUWP leadership on August 24 and
tember 5, which removed Gierek and his “Silesian
fia”, did not seem to bring any of the sew
rank leaders, known to be reform-mmded into the
itburo.

Perhaps the lessons of Czechoslovakia (it was
Czechoslovak party which led the “Prague Spring”
forms) have been well absorbed in ‘Poland. Stanis
Kania, PUWP’s new,Flrst Secretary who was pr




dsoft e"'workers A commumque after Kania’s
visit to Moscow said the meeting with Soviet lead-
eﬂected “oreat harmony” and “frank exchange of
ons”, the latter - probably referrmg to blunt talk on
sides. about the h its of the p0551ble

in the. implementation of concessions made Th1s
jears to have been the case with all the demands
ose adoption would carry political implications. The
ord of bad faith is less noticeable in responses to
ly economic demands and to the demands directed
olition of privilege and eradication of corruption.
party’s tactics follow a well-known injunction of
n, who instructed his followers, when faced with a
rior force, to retreat but to regroup immediately
to push on again from new positions wherever and
never pos51ble The tact1cs appear to be des1gned to

place Havmg sa1d that, however, it should be’

d that the party finds itself caught between mas-

popular pressure for reforms on one side and the

S partlcularly the KOR group, are a spec1al target of vo.
- ciferous: propaganda They: are accused of “anti-

” 13

socialist”, “counter-revolutionary” sentiments and of

‘ being tools of “imperialist NATO circles”. When har-

assed by the police, workers are told their problems are
all the fault of the intellectuals who first use workers

and then leave them to their fate. This propaganda line

has had little effect; Solidarity has consistently pro-
tected key dissidents with the strike weapon thus en-
suring the maintenance of the alliance.

3. To weaken the support of the church for Solidarity
and its actions. The Episcopate is approached for con-

and 1is aclions
sultation on the grounds that it constitutes the one

moderate element as contrasted with excessive de-
mands of the workers which can result only in disaster.
The party also seeks cooperation with lay Catholic ele-
ments. An appointment of a Catholic deputy in the
Sejm (the Assembly) to the position of deputy Prime
Minister appears to be a case in point. : :
4. To induce Solidarity to back away from its key de- -
marnds and to bolster all of the above aims by invoking,
at strategic points, the threat of Soviet invasion.

: Strlke weapon

The repeated use of the strike weapon has been
counterproductive in the context of thetruly disastrous
economic conditions: the servicing of the $21 billion
Toreign debt takes the bulk of Polish foreign earnings;
productivity is low and declining; there are enormous
food shortages. All of these have been aggravated by
the seven months of labour unrest. The people realize
that once Solidarity’s demands are met, conditions will
improve, and the party has had little success in trying
to undermine Solidarity’s support among all of its al-
lies and the populace at large.

Overall, the rhythm of the struggle has been

_ clearly in favour of the union and the reforms it spear-

ieve the followmg specific aims:

. To force Solidarity to fight step by step for the im-

mentation of each one of the demands with the only
tive. weapon the 'union has at its disposal: the

e negative implications for the union. It aggra-

es_the already disastrous economic situation and
ides ammumtlou to the party which blames the

into_delays and compromises which in turn
aercut 1ts control over more 1mnat1ent local

'Ib‘im\"Ea_W.%lge_between the workers and intel-
A als and dissidents and thus to break up the ey el-
as priem ent 1n last: summer s v1ctorlous alliance. Dissidents,

heads, even though each concession has had to be
wrested _from the party at great cost of continuous-
strikes and threats of strikes. Solidarity’s victory
would be assured if it were not for the context of Po-
land’s “alliance system” as it is euphemistically called
in Solidarity-PUWP exchanges. Ultimately, it will be
the Soviet reaction, or lack thereof, that will determine.
the future of the free trade union movement in Poland
and its repercussions at home and abroad.

The Soviet Union’s reaction to Polish events has
shown their extreme unease. It has been clear, from
past history as well as from current statements, that
the direction of reform demands is totally unacceptable

to the U.S.S.R.; but it has been equally clear that the
challenge could not have come at a worse time. The So-
viet Union has been mired in Afghanistan since De-
cember 1979; it is facing a new and i n ad-
ministration in the United States; its.economy is in

decline and thus in need of injections of Western trade

and technology. The Soviet reaction has been cautious..

The first step was to isolate its own citizens from the
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conozmcally bankrupt and hostrle Poland. Domg
ercussmns of the resultmg economlc shorta ges o

p051t10n

’, usly given a perlod of: tlme and a degree of
(both d1ﬁ‘icult to. estlmate but in all probabll- '

fect greatly concerns the Soviet as well as some other
East European leaders The U.S. S R fears the Polish
l

 Romanians. The Hungarlans Who have pursued thelr
omof caut1ous Teform rather successfully, seem
- to be less concerned, even though a group of Hungarian
g dlss1dents was stopped at Budapest airport from going
to. Warsaw There is a nagging perception in commu-
nist circles that if the mentlon of Pnhqbref’nrmSJs_a]_

lowed to develop, it

the “soc1ahst world svstem

Invasmn threat

The temptation to intervene must be enormous in
Moscow; the stakes are high because of the danger of
- infection and because of the strategic and military im-

_ portance of Poland as the key piece of real estate be-
- fween East Germany (and- Western Europe), and the
Soviet Union. Yet, the costs of an invasion are prohibi-
tive and.obviously there is a hesitation whether or not

the Sov1et Unioncan reallz afford it. It i is generally as-

g least some:’ army u 1t§ Thus, an invasion would re-
: quu'e major force commltment (dlfﬁcult in view of Af-

NATO and on the Chi s); it will
incur high losses and may spark a broader conflagara-
: tlon The extent of negatlve fallout in Soviet relatlons"
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ound Poland in readmess for an invasion, =
if needed buT EIED tome_sgbﬂaa_rl_@_t._ﬂml_r_lge_t_at ,
i by other Warsaw Pact members espemallv bv twa

. Poland’s nearest neighbour
_ that Soviet leaders may

. It is, in fact; quite like
et decide to do so if @ pere:
tion' emerges that their core interests are at stake. B

given the probable costs, they are undoubtedly 0
pared. to tolerate a substantial- amount of deviatio
providing the PUWP remains in at least nominal c
trol when the dust settles: i.e. that the facade of
“leading role of the party” will have been maintain

- and provided the deviation does not spread. If P

loses control — if it either collapses or gives in total

- to.reforms — a decision to intervene may become i

perative from Moscow’s point of view. Kania and oth
Polish communists told a fellow Warsaw Pact leade
meeting in Moscow on December 5, 1980 that “Pola
was, is, and always will be a socialist country”
were told in return that they can firmly count on “fr
ternal solidarity (ironically the word is the ‘same
Russian as in Polish) and support of member states
the Warsaw Pac o ; P

Weakest lmk . : : ‘

" If current trends contmue the Sowet Umon
eventually be the loser regardless of whether or notl
invades Poland; forces for change cannot be sto
and their intensity is enhanced by suppression. It is
this context that Poland is the Kremlin's “weake
link”. Viewing the situation through ideological lens

es, the worker’s revolt against the “workers” state, an =
a victory of nationalism over the internationalist prir!

ciple conclusively explodes Marxist-Leninist myths.
power terms, it knocks a kev piece off the -allian
board and underscores the futility of an emplre bas

. on force.




raser’s ‘scrutable’ Chinese

by Brian L. Evans ~

ThlS book is ample testlmony that given half a
ce, a sensitive, alert, witty reporter can make the
crutable Chinese” scrutable. It has been called ‘a
sic’, ‘an insider’s book’, an example of the ‘gosh gee’
ol of China reporting. It is all of these things. The
ngth of the book lies'in the freshness of John Fra-
approach. Unjaded by any previous appointment
communist country, bored by the Pekingologist ap-
ch to the minutia of Chinese political life, Fraser,
porter from the Arts section of the Toronto Globe
Mail, actlvely ‘sought opportunities to find out
e about those areas of which he knew most.
The choice of Fraser for the Peking bureau of the
be and Mazl was nothing short of inspired. He ar-
d on the scene just as the Chinese began to realize
new freedom in the Arts coming in the wake of the
ure of the Gang of Four, and when full scale criti-
of what had immediately gone before was offi-
y sanctioned. Moreover, Fraser, as he readily ad-
, had the great good luck to be in China when the
s governing Chinese contacts with foreigners were

xed. That he took full advantage of the opportunity

measure of Fraser’s quality as a journalist. We are
in his debt for making his own story available.

If the freshness of Fraser's approach is the

ngth of the book it is also its Weakness It has led
into some pseudo-sinology which someone who ad-
of such a newness to the China field might well es-

. To be sure, he has followed an excellent guide,’

on Leys (Pierre Ryckmans), but where a Leys,
moning up years of study and observation, can
er figures such as Guo Moro and Han Suyin, Fra-
tongue-lashmg of these two, and of others, has a
llow ring, appears a little self- servmg and amounts
n football jargon, ‘piling on’. In his dismissal of
10, Fraser is just as guilty of the uncritical accept-
of official handouts as those Toadies whom he
5. He bec omes. the retailerof the type of personal
der which he later decries when it is directed
nsta frlend Han Suyin may well be accused of hy-
Lrisy - for - using her China connection for self-
chment, but she is not the first, nor is she the last.
The first half of the book has a certain “sourness”
Fraser is geperally appalled by official Peking, by

) . . A . - - ’ .
- the foreign diplomats, academics and reporters. He is

frustrated, as were his predecessors, by the control of
news and the Xinhua pablum dished out every day. He -
acquires the standard set of prejudices against the sys-

tem which have become the luggage of all Western :

journalists permanently posted in Peking: the Infor-
mation Department is not there to inform, diplomats
play games and are evasive, visiting reporters get the
big interviews and leave the locals with the crumbs.
Indeed, the first half of the book might-well be retitled:
John Fraser: Portrait of a journalist, by the Chmese

* Yet it was just a few of those crumbs from the table of a_

visiting journalist which Fraser turned into a feast. As
a result, the last half of the book lives up to its title.
Fraser’s feast was not set at the Great Hall of the
People but at a wall; not even the Great Wall, but a
rather low and sometimes smelly one. The wall was
called Xidan, and the occasion was the reprise, in the
fall of 1978, of the incident which had taken place in
Tienanmen Square in April 1976. The groups who had

- been crushed for their protests in 1976 were now being

encouraged to express their views in posters on Xidan
.wall. Whether one views Xidan as part of the political
orchestration leading up to the exchange of recognition
between the United States and China, the loosening of
a safety value on pent-up frustrations of citizens with
rising “democratic” expectations, or something else, it

is impossible to dismiss it as a minor phenomenon.

Fraser, because of his becoming a participant in the -
movement, and because of his closeness to the story,
cannot solve the problem for us. He does, however,
gives us the raw material. Fraser becomes a candle

" around which the more adventurous moths flirt, mak-

ing themselves all the more v1s1b1e to everyone con-
cerned’ :

Naively, perhaps, Fraser expected a more positive
response from the authorities than Xidan received. He
wonders why the leaders of the country, whose own
revolutionary spirit had been captured decades before

Dr. Evans is Professor of Chznese history at the
University of Alberta. . .




’ government itself, more than uphold Fraser’s acco
: That Fraser finds it necessary toreiterate that the
' nese are human, just like us, is in itself shocking.
’ ev1dence of the strict control of information and of
~ tact on the one hand, can combine with the old m
este lishing ' the: credentials of the Commumst of inscrutability on the other; to block the s1mp1e
5 the leaders ofthe country, and the credentials  man desn'e for understandmg

>

. Fraser, John The Chinese: Portrait ofa Pet;plé To
: and London Collins, 1980. Pubhshed in the U
d "ggestlons made onthe Wall R » dStates by Summ1t BOOkS
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ai 're more than a Success. However bearing in mind
at a new mternatmnal economic order can only take
hape gradually, the 11th Spec1al Session cannot be as-
ed only on the basis of results achieved during the
meetmgs but on its contribution to the long term pro-
ess. In that context, the session helped clear the air on
‘ome 1mportant 1ssues.

~The pomts of contentlbon during the discussions on
: the global negotiations and the international develop- -
“‘ment strategy were qulte different; so were the meth- -

‘ods of negotiating. We will pass them in review, con-
sider the _role of the . partrcrpants and draw some
conclusmns
Over the years, the North-South dialogue has been
“conducted in a large number-of places but the main fo-

- cus has been the United Nations in New York. A par- .

ticular system of procedures has developed there which
“is different from that used, for instance, at the United
- “Nations in Geneva or at financial institutions such as

- the World Bank. In addition; most if not all debates at
- the UN in New York are extremely politicized and, for
- instance, it is difficult to have discussions on economic
T subjects on the basis of economic arguments: generally

_ the polltlcal aspects take precedence.
- To avoid these constraints and in a search for more

y fﬁ(nent ways of proceedmg, dlfferent formulas have '

Recently appomted Canadzan ambassador to Saudi
Arabia, Mr. Roy was Canadian spokesmanin -
‘negotiations for the International Development Strategy
and at the UN Speczal Session. " :
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been attempted e. g the Conference on Internatm

Economie Co- -operation in Paris, the ‘Manley’ Sum;
in Jamaica. The departures from the traditional way

‘doing thmgs are resented by most of the- developl
" countries because (a) few are invited to take part a

«(b) they cannot maintain the pohtlcal pressure appls
in New York; Asa result, the New York UN forumy
mains the favourlte one for. the great majonty of
developmg countrles R

This preference for the New York UN forum b
came the main issue in the discussions for the laun |

- ing of the global negotlatlons From the outset,

Group of 77 (underdeveloped countries) focussed 1ts
tention on the procedures for the negotiations and tri

“to ensure that the New York UN foruri would haves
" all-embracing role allowing it to indicate to spec1al
‘institutions such as the World Bank, what results we

expected from them. Most Western countries were pr
pared to give a wide mandate to the UNiin New Yor
one that would enable it to hiave supervisory respons
bilities on the whole negotiating process but .woul
nevertheless preserve the mandates of the specializ
institutions. This was not enough to meet the requi

ments of the developing countries and the gap betwe
the two positions appeared unbridgeable. Neverth
less, compromises were made on both sides and at vai
ous points towards the end of the session, agreemen
seemed within reach. But-every time this was so o
side or the other wanted to clarify the meaning of th
words in the procedural paper or the interpretation

its key paragraphs and this created new difficultie
The Special Session was extended twice in the hop

_that agreement would be reached. When it becan

clear that no language could adequately cover the co
cerns of some countries and there was not enough tim
before the beginning of the General Assembly to mak
further progress, the failure of the Sess1on was admi
ted.

These difficulties with procedures reflect the com
plexity of the issues dealt with in‘the North-South di
logue. In a period of widespread economic stagnatio
some Western countries are very ¢oncerned about

- rapid changes in a number of institutions, especial




the ﬁnencral_' mst}tutmns
heir' interests For them,

I, oin that the mandate given to the global negotia-
s conference does not allow it to interfere in the af-

: When the Assembly Chalrman opened the Spec1a1

swn he' estabhshed an Ad Hoc Committee under

: cha;lrmanshlp of the Canadlan Ambassador to the-

ipuy set up two working groups one respons1ble for
e global negotiations and the other for the Interna-
mal Development strategy

The global negotlatlons Worklng group tried very
ird to produce 4 paper ‘'on the procedures to be fol-
wed during the global negotiations, but when it ap-

ared the group was no longer ableto make further

DETess, Ambassador ‘Dupuy convened meetings of a’

y small: group composed of representatives of the
oup of 77 and- of 1ndustr1ahzed countries. Before
ese meetings ¢ could take place, the spokesman for the
oup of 77 -had to convene a meeting of his group to
tain a mandate for the pomts under discussion. As
e interests of the countries of this group are often
ite divergent, it is generally very difficult for them
reach agreement. For that reason, their spokesman
orced to be very rigid in presenting the Group of 77’s
int of view, as he knows that if agreement with the
er groups is not possible within the parameters of
s negotiating mandate, it will be a long process to ob-
nnew 1nstructlons

v For the 1ndustr1ahzed countrles the process is
quite different. Some countries and particularly
ance maintain that the New York UN forum is polit-
| and that éach sovereign country should have the
ht to speak with its own, distinct voice. This princi-
was adapted to meet the requirements of political
sultations amongst the eountries of the European
m*numty where these countries seek a common po-
ion and speak through d single spokesman. This de-
opment adds an interesting dimension to the con-
ta‘tlons amongst themselves to establish a common

Once they have reached one, they then meet w1th '

o other Western 1ndustr1ahzed countrles but with a

€; a ro1 ch as they try notto de-’ 2

tempt 1smade to reach a common position as the ,
French and'a 5fevv others: do not want this process of
consultations to 80 further than an exchange of views:

~ Therefore when the industrialized countries meet with
 the Group of 77, they speak with many voices (i.e. one
for the European Community and one for each of the

other countries) while the Group of 77 speaks with only
one voicé. This system enables the Group of 77 to profit

from it and allows them to play on the apparent dlffer- :
ences in the group of 1ndustr1ahzed countries.

This was often evulent in the restricted: meetmgs '
called by Ambassador Dupuy, where on the one. hand

the spokesman for the Group of 77 adhered to a very :

strict line, while the representatives of the Western in-
dustrialized countries spoke with many voices.

At the very begrnmn'g of the Special Session, coun--
tries of the Group of 77 made it clear that their main-
objective was a firm commitment on the part of the in-
dustrialized countries to spend 0.7 percent of their
Gross National Product (GNP) on official development
assistance (ODA) by 1984. This presented a major diffi-
culty for the Canadian delegation, because Ottawa had
not yet decided on its level of expenditures in that field.
In his address to the Session on August 26, 1980 the -
Secretary of State for External Affairs, Dr. Mark -
MacGuigan, was therefore not in a position to indicate
what commitment the Canadian government would be

- prepared to accept.

.Overseas Development Assistance
- In the negotiations that followed, the Canadlan '
delegation had to ask for special understanding. The-
Group of 77 countries acknowledged our problem, but
just barely as they did not want to let us off the hook
and thereby weaken their negotiating strategy. Fortu-
nately for Canada, the Session was extended and the
deadline for meeting the commitment was changed
from 1984 to 1990. The extension gave enough time to
the government to take a decision on ODA and at the
closing session on September 15, Dr. MacGuigan was
able to announce that the government had decided to

" reverse the trend of the last few years under which Ca-

nadian ODA was declining as a proportion of GNP. He
stated that ODA would once again move upwards and

“would reach a level of 0.5 percent of GNP by the middle
of the decade. Thereafter, the Canadian intention was
~ to accept the need to reach an ODA level of 0.7 percent

of GNP by the end of the decade and to employ its best

~ efforts to reach that objective.

Other points of contention related to 1nternatlonal
and financial issues and to energy. On the first issues, -
the Group of 77 countries wanted to pursue in the in-

ternational development strategy the same aims they -

3 B




ountrles countrles However those kcountrles SN
pr pared to concede anythmg Aﬂ:er much o

Jo There ‘was, however a very nnportant differ-
encv While most of the crucial meetings in the global
tions were restncted toa very small number of

part1c1pants the meetmgs for the international devel- -

opment strategy were opened to all countries. Since the
ints of contention in éach set of negotiations were
ite different, it is diffictilt to say whether the negoti-
ing method used was a factor in the results achieved.
The fact' remains that for the international develop-

ment strategy, the spokesman for the Group of 77 was

rrounded by many representatives of his group who
_ generously gave him him advice. This enabled him to
‘obtain-continuous support from this group in the evolv-
ing discussions. In the restricted meetings of the global
negotiations, the Group of 77 spokesman was very of-
~ ten the only one of his group that was present and this
may have led him to take more rigid positions that
would have otherwise been the case.

“Therole played by the countries of Eastern Europe
and the Soviet Union at the Special Session was virtu-
. ally nil. They maintained the position they have devel-
oped over the years for their lack of involvement in the

: j'-‘1\_3I(')11‘t1r'1-’S,oud:h dialogue and for the extremely low per-

jt:ehtage of ‘GNP going to ODA which they explain
~ along the followmg lines: The main responsibility for

" the provision of ODA lies with the Western industrial-

,- ""_ﬁ’zlzed countries as colonial powers; (b) they continue to
S ‘exploit them through the brain drain, the repatriation
- of profits accruing to companies investing there, etc; (¢)
. .they are their main trading partners and profit from it.
These arguments no longer impress the developing
7 ‘countries and they try, albeit to no-avail, to have the

- socialist countries change their posture. As the North-

South dlalogue goes on, it can be expected that devel-
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mlttee Prospects for an 1mproved performance are

promising. This is unfortunate as the consequence
*. that record -affect not only the United States but

Western world generally Even with a IOW percent

- of its GNP going to Ofﬁmal Development Assista
the United States. remains the main’ aid donor in 3
Tute terms and thlS coupled Wlth its superpower st

givesit a very important 3 rol mongst the Western

o \_dustnahzed countries:. 7

- Thisrole is not, however as posﬂ;we as it could
Many 1ndustr1ahzed cou:atrles would like “to m
faster in the North-South dia ogue: and “for insta

~ would accept more meanmgful changes in the inte

tional financial institutions. The United States h
ever, has a vu'tual veto power on what ’rhese coun
would like to do. In using that veto and in takmg a
erally hard line in the North- South dialogue,
United States has become one of the least respon
countries of the Western World to the demands o
developing countries. By the same token, ‘they do
provide the type of leadershlp that other Westem ¢
tries would hke 1t to play 1 t

Stagnant econormes

The Special Session proved that rapld progre
the North-South dialogue cannot be expected.
time of stagnant economic activity in the countri
the Western world it is very difficult for these ¢
tries to make the extra efforts required to solve p
lems that are nevertheless enormous in their m
tude. However, even when economic conditions
improving, the process of change will continue t
slow because the methods used to negotiate are i
conducive to rapid results. New methods are req
and the forthcoming North-South mini-Summit, due
take place early this summer, may provide the begt
ning of a solution. Much goodwill shall be: Tequi
from all sides, though, to make any meanmgful bres

- through.

 As will have been noted the difficulties enco
tered at the Special Session-were mostly of a pr
dural nature. When the substance of the subjects is?
dressed and important interests are at stake,
discussions promise to be very long and arduous
deed. » S
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by Shridath S. Ramphal -

The 1970s Was a decade of false dawns and failed:
orts — ten years littered with the wreckage of innu-
able meetings and the debris of dashed hopes.
at was needed most in a new and more dangerous
was a- consensus on- the nature, character and
cture of global relationships and agreement on the »
es of hurnan vsurvivél' as we approach the 21st cen-

But the people of the - world lost successwely
ughout the 1970s. Consensus eluded the efforts of
e Sixth and Seventh Special Sessions of the United
ions, the CIEC, UNCTAD IV and V, UNCSTED,

Commlttee of the Whole in New York and, in a dis-
ibing carry-over of the frustrations of the seventies

the eighties, the 11th Special Session of the Gen-
1 Assembly on development. The failure to achieve
hsensus at the Special Session was perhaps the most
ious. The dlalogue in. New York did not become po-
ized between strident demand and mute response. It
arized instéad between 'a much: diluted claim for a
bal dialogue of change and an unyielding triadic re-
altoeven contemplate asharing of power.

It is this issue of the sharing of power, manage-
nt and responsibility that lies at the heart of the
psent stalemate. It is doubtful whether any good pur-
& would be served by glossing over the question or
tendmg that' the dispute centred on other issues.

QUIShlng f pr ivilege, should cause dlfﬁculty It has

need not be surprised that power sharing or the re-

always done so in human history. To understand the -
selfishness and the contradictions of human nature is

* one thing; to acquiesce in their supremacy is quite an-
- other. ‘Understanding’ facilitates an approach that

seeks not merely to condemn but to encourage those
.who seek to stem the tide of progress, to convince and
toconvert them to the cause of change, to show why it
1is futile to try to hold back the dawn, why its prospects
should not frighten, why it could in fact usher in a bet-
ter day even for those who held sway in the unreal
light of night.

Governments and people everywhere, but espe- -
cially in the rich industrial societies, must be con-

- vinced of the urgency of the need for change. The old

postulates of power are no longer the primary elements
of human existence. We have begun the transition
from an era of dominance and dependency to one of in-

" terdependence; from a world governed by a small direc-

torate of the strong to one whose future must be deter-
mined by negotiation and by consensus with the many
who are weak; from a world in which sovereignty was a
sword to one in which it must increasingly be used only
as a shield. This transition must be made swiftly. As
the-old premises of global order fall away we court the

Mr. Ramphal has been Secretary-General of the .
Commonwealth since 1975. He isa former For ezgn
Minister and Minister of Justice of Guyana.




‘come to smnlar conclusmns Perhaps it 1s‘3 :
:up 1n the Brandt Report »‘-~Assessmentr

: Just for some: abstractlon called the “world

but for the hundreds of millions of people :

‘Absolute

o The World Bank 1n:1ts third annual world devel-

opment report, has noted the possibility that the num-
‘ber of people in absolute poverty (at present estimated
at7? 80 million) will actually increase during the 1980s.
‘Without. rapid growth, ‘the report adds with cool de-

‘ hment “many developmg countries will find it hard -

maintain political stability”. In other words, what

Ties ahead for the poorest countries is massive human -

ery and social disintegration. Who can doubt the
p11cat1ons of this for others besides the poor. Like an
quake whose dispassionate shock waves rock rich

-and poor villages alike, the economic tremors

- being signalled will leave no people unharmed.
e-fifth of the human race cannot be condemned to
'squalor and degradatlon to hunger and illiteracy, to
ease and perpetual penury without placing in jeop-

‘ard the destlmes of the other four-fifths. ‘

.. Our senses tell us that the world has changed that

£ dependence isa reahty and not a myth or slogan;
that the era of adversary power politics is passing and
the era of negotiation and global compact has begun;

at co—management of the world economy for the ben-
: nly road to salvatlon for any. Yet in
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- return to 1960s. levels in

'rtamty, mﬂatlon, the fes '1f not the reahty of

. ‘employment.” But; ‘as the Brandt C
3 knowledged “they rarely face anythlng resembhng
. total deprivation found in the South”. The wretch
.. ness of absolute. poverty bears no companson Ey
' -’more to the point, it bears no ignoring. We no long
’ hve in aworldof separate, scattered unconnected ey
: mumtles whose fortunes; can be dlsengaged and why
: 'mlsfortunes need not ‘impair the prosperity or in
: qulhty ‘of the more favoured: Rich countries and poor
" our world commumty, like rich and poor within g
- tional societies, need each other for- surv1va1 and ne
: therefore to have each others needs falfilled.

‘These needs are not conﬁned to the charltabler

lief of 1nd1gence Qumtessentlally, they relate to{

structures of global economic relatlonshlps and
rangements. Evidence of the inadequacy of these stn
tures is all around and demands the attention of
madjor countries Who have assumed respons1b1hty
the managemient of the 1nternat10nal system. -

The spasmodic economic turbulence of the 191

" has carried over into the early elghtles in whati

creasingly looks like a sustamed depressmn Growi
rates of the 1ndustr1ahzed countrles are not likely
e . reseeable future.

projected growth rate of just one per cent this year.
over two percentage points below the already low ave

billion. Cumulatlvely over the period of the recessi
the loss of output and income is staggering.

Rising external debt

. Oil-importing, middle-income countries face risi
and onerous levels of external debt incurred largely
meet persistent deficits in current payments. The mi
ror image of their now crippling debt burden is {
over-exposure of the world’s commercial banking s
tem. The only hope these countries have is to ea
enough from their exports to pay their debts and the
oil bills and to contribute to the flow of world trade
‘and jobs in industrialized countries — by sustaini
their import of specialized manufactures. Yet risi

-protectionism threatens their future in particular.

In considering the oil-importing, low-income cou

_tries, words such as ‘threatens’, ‘dangers’ and ‘imm

nent’are inappropriate. The crisis is here and now. F
some it has reached catastrophic proportions and b
taken the most cruel form of hunger and- starvatio
The world is not yet ahve to the agomzmg smxatl




es, Whlch is expected to reach the

lion in 1980, is projected to rise fur-

b to. about $80 b11110n in 1981. Even this estimated
cit is premised on severe -cut-backs and reduced
pwth rates for many countries which cannot obtain
d1t1ona1 ﬁnancmg Some countries will have man-
Jeable deﬁcﬂ:s only because they have had to substi-

te grim deprlvatlon for financing of their basic

eds. The instant adjustment that the lack of ade-
ate: 1nternat10nal ‘machinery is imposing -on them
ounts to compulsory accommodatlon ‘with starva-
n,

BW protectlomsm

The crisis is worsened by the new protectionism.
otectlomst barrlers are a particularly savage expres-
pn of beggar-my—nelghbour behaviour with the most
maging consequences for global growth and accord.
otectionismi ‘runs counter to the very principle of
mparative advantage which developed nations have

eadily held out as a major factor in economic growth.:

a time of economic hardship and resource con-
aints it prevents developing countries from earning
eir way and nullifies the hard won gains of their ear-
st stages of industrialization. Worse, it leads even
e Ieast'doctrmalre Third. World country to question
e good faith of the North and erodes any confidence
ey may have in a process of incremental improve-
ents within the existing order of economic relation-
ips. A stand against protectionism is not a surrender
national interests. Apart from denying the longer
rm benefits of a global division of labour along the
es of comparative advantage, protectionism forfeits
e major 'anti-inﬂationary impact that imports from

veloping countries can make w1th1n heated North-

1 economies.
The recent Jenkins study on the cost and conse-
ences of the new protectionism to Canada issued by
e North-South Institute in Ottawa renders a service
major importance in demonstrating not only how
uch these policies hurt Third World products but how
nal, wasteful - and counterproductive they are in
rms of the rich countries. Such policies also hurt the
s well-off in the rich countries as well as the ‘poor
ople in underdeveloped countries.
1980 was not only the year of the failed Spemal
Session on. Development it also saw the end of the first
ecade of disarmament”. During the decade global ex-
endlture on arms chmbed from $180 billion in 1970 to

Al this despi

the h gher expendlture lead- ,;"'
C ty‘and to'mounting fear, mis- E
cion throughout the world community:

$500 billion in 1980,

same time urban. violence, terrorism and the swollen -
tide of refugees underline how powerless societies can -
stand even in the midst of power. Yet the arms race
" quickens, its nuclear excesses bringing us ever nearer
to. extinetion: '

The achievement of the 0.7 per cent targef for
Overseas Development Aid (ODA) requires an increase
in aid equivalent to about five per cent of military ex-

-penditure in developed countries, both east and west. A

freeze at the 1980 level of military expenditure could -
provide sufficient resources to reach that target in one
year. Development could be spectacularly advanced,

not just by lowering the world’s expenditure on arma- " '

ments, but by simply not increasing it.

The linkage between disarmament and develop-, ;
" ment is even closer. The decline from detente is dan-

gerous for the world; but for the Third World it is cala-
mitous for it implies as well a decline in the prospects
for development. It imperils not only East-West but
North-South relatlons But the situation i iseven Worse.

We could truly be in a cycle of disaster with East-West . .

tensions retarding development and North-South dis-
parities threatening peace.

North-South and East-West are now 1nexﬁr1cably
linked. Failure on either front is mutually dangerous. -
Success on either can be mutually reinforcing. Devel-

_ opment is of direct concern to the poor; but, in truth, it

concerns us all, rich and poor alike. We cannot, as'some
would have it, leave development for more tranqull
-times. Coming to terms with its challenge now may

. have become a precondltlon of more tranqml times in

the future. . !
There are some general requirements if the 1980s
are to become the decade of development that the -
1970s was not. Progress is needed at the wider levels of
detente. There must be movement away from the ad-
versary politics of the era of power and a greater ac-
commodation with the more promising, if sometimes
more exacting; era of interdependence. There must be
an easing of tensions — both East-West and North-

_South — with developing countries no less than devel-

oped playing their part in creating an environment -
propitious for peace and development.

Thére is also need for some more specific aids to
progress. Successive failures of the dialogue are
blamed in the South on the lack of political will in the
North and in the North on the extravagance of the de-
marnidsmade by the South. Is the character of the nego-

‘tiating process not at fault? Is it conducive to enlarging
‘understanding at the highest levels of policy-making?

Does it help in summoning pelitical will and promoting
mutual accommodation? It seems sometimes as if sue- .
cess will have to come not because of, but despite, the
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the fact that the evidence of our time .. -
confirms the limitations of military power, while at the -




nﬁnes of - pohcy 1nscr1bed'f in

gramed in the mystique of the status S

.thelr set pleces at each other and de-i

gh to make " thmgs happen that otherwise

But they do not happen by chance.-We have

Z0ur auge'rous’ly troubled global society must be
e couraged likewise to seek out new ways of dialogue
“andto supplement conventional, and increasingly inef-

ectual, processes of negotiation with new methods of
consensus building, with approaches to international
nsultation that are more political and less bureau-
itic and are made more fruitful through the selective
use-of summitry. It is not suggested that summitry isa
anacea for the world’s ills or a means to dissolve all
nflicts of interest — but political actors must play
nore 1ead1ng roles oni the global stage. They are the
eople with the licence to change their lines. And there

a greater prospect of them doing so if they speak di-
rectly with each other, listen to each other and under-
~ stand each other better.

- There is a need to work for at least the limited, in--
formal North-South summit that the Brandt report

s recommended. When that is accomplished there

11 be a further need to work for success at the summit

n the hope that it will summon ‘the political will neces-
sary, but so far lacking, to lift the dialogue from the
low road of confrontation to the high road of consensus:

“But all our hopes must not be’ 1nvested ina summlt or
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- Ca:nada wﬂl use its influence with m

vative role; 50 does southern expectatlon»based on th
tradition. Canada’s decision to Tresume movement
- wards accepted targets for Official Development A
E ltance has been a message of hope to the Thn'd World

an expectatlon in the Thlrd World {
powerful
tlons to encourage a more balanced view of global ch

T lenges including the potent1a1 of poverty to subw
- global’ order North-South and East-West are not p
" allel axis ~— and countries in the miiddle rung are p

haps better placed to dlscern thepoints of contact.
Canada can also play a role in- encouraging co
tries of the socialist bloc. whose arguments that th
are without blame because they are not respon51ble
the present: order of economic: relatlonshlps are we
ing thin. The eastern bloc may not’ have been aroun
create the present order but they are happy enough

‘benefit from itin their relatlonshlps with the Th

World and even with the First World. They;too hav
duty to respond. to the. mtlmatlons

~dent world.

In the South where each fallure in the global

' gotiating process deepens distress, the solldarlty whi

Canadians can offer is among the few gleams of ho
The South looks to Canada for support in lowering
threshold of international response to the need for
cial and economlc justice World wide. -

Soc1al consciousness

Over the several millenia of man’s ex1stence I
has progressively extended the horizons of his socil
consciousness, fashioning ‘and adapting his. insti
tions, to reflect and support his consciousness. The fi
cus of loyalty has moved over time from family to trib
to nation. Identlﬁcatlon with .a larger group h#
brought with it concern for the welfare of those with
the group, wider cooperation and progress towart
equity in relations among them. The nation state, th

_ institutions of participatory government and the provi

sion for public welfare through progressive taxatio
are refinements of this long evolutlonary movemen‘clIl
human history. ‘

It is a process which must contmue and Wﬂl cop

tlnue, unless man commits the final policy of pressin
the button to achleve h1s own destructlon In the up




fion and mstltutlonal expression to the wider loyalty
jat our 1nstmct of human solidarity dlctates and our

stinct of com ,assmn or. calculatlons of prudence have
d us to share resources so that the weak have the pro-
tion of the strong We have come to accept that na-
pnally the protectlon of the weak cannot remain
erely a: functlon of charity or a gift of those who care;
at it must be an obhgatlon on those who have and a
vho need. We have equally come to ac-
pt that all-within our societies have a right to share
wer in our systems:of government and in the man-
ement of na 'onal aﬁ'alrs

We hav st 1o acknowledge however, that the

right to a share of the world’s -

ealth. W are far from conceding to them the right to

are in the management of global relations. We donot -

cept in" our societies a third class 01tlzensh1p, we
ust not allow in our global society a Third World that
always third.

We face, in these early years of the elghtles a
obal economic, social and security crisis. If we ignore

at cr131s = for it is one mter-related crisis — it is at.

r peril: More than 40 years ago, at another time of

s, historian Arnold Toynbee exhorted his genera-
n to action and against surrender to a darkening
e in words that are as apposite now:

The dead civilizations are not dead by fate; and
therefore a living civilization is not doomed i inexor-
ably in"advance to join the majority of its kind that
have suffered shipwreck.. . . We are not compelled to
submit our fate to the blind arbitrament of statistics.
The divine spark of creative power is instinct in our-
selves; and if we have the grace to kindle it into
flame, then' the stars in their courses cannot defeat
our eﬁ’orts to attain the goal of human endeavours.

In that dlvme spark of creative power, we have not
only the grace butthe wisdom to kindle it into flame.

: Address:

MOST Canadlans favour international
development and'Canada’s role in
encouragmg it:: : L

YOUR donatlons 10 CUSO
help disadvantaged people
in Africa, Asia; the :
Caribbean, Latin America
and the South Pacific to
improve their living
conditions. -

, i
CUSO self-help pro- \\"
jects provide food, g
water, shelter,
health-care,
employment and
educatlon

YOUR donation to
- CUSO projects is

matched by the
Canadian Inter-
national Deve-
lopment Agency
(CIDA) by $3
for every $1

you give.

YOUR support
is needed

now as never -
before.

'PLEASE send

your donation
to CUSO, 151
Slater St
Ottawa,

K1P 5H5.

YOU will rec-

eive a tax
deductible
receipt.

| enclose $

Postal Cooe:
THANK YOU!




“"ather than nurtured as a hope thereis
‘ ‘evthan than the effort tobuilda -

tegy, because if 'we base our ac-
aSIS of sentlmen , We Would be

ue sense of urgency — both domestlcally and

nternatlonally —to eradlcate deprivation, the result- .

c1al explosmn W111 mcalculably damage the fab-

T e—Hon Gamini Dzssanayake 18 Mmzster for Land
evelopment and Mahaveli Development in'Sri Lanko.
ior to becommg a Member ofParhament he lectured
t the Institute of Chartered Accountants in Sri Lanka.
.-He isa lawyer and an actwe tmde union member
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. vantage; pfogress aifd ”g‘n ion,

ese realitiesis

e other In moral ‘terms; the fact
exists with - conspicuous: opulence
Whatever set of beliefs one brings

'?,beer on- an examination of the disadvantages that
flict more than two-thirds of the world’s populati

the “common s ‘tlmen of all men of goodwill ¢

,only be revulsm For who but the ‘cynical and unfa

‘a situation which restricts part of {
human famlly to margmal living while opening vis

of ease and comfort to the other? Who but the total
uncompassionate- can tolerate a structure of relatio
ships which provides one segment of the human fami

~ with the luxury of choice, ‘while: denymg to the oth

nd despalr'?

~ The moral imperative alone is strong enough
serve:as a basis for condemmng the world’s inequiti
Let us remember too that the acceptance’ of instituti
alized disadvantage will not and cannot be perman

~among those worst affected. One does not have to

deep into history to find examples of the “wretched
the earth” revolting against the wretchedness impo
on  them. Examples from contemporary reco
abound. Every-such revolt, while initially a matter
domestic concern, sooner or. later affects the glo
equilibrium. The. moral imperative and the strate
imperative thus intersect, making development in
its dimensions as important as a moral issue as it is
litical, diplomatic or strategic. Few see this corre
tion. Pope John XXIIT understood and stood in awe o
before many others did. He synthesmed the issuesi

-a single sentence of great clarity when he said alm

twokrdecades ago that “development is the new name
peace”. The agony of deprivation is a starting point o}
turbulence, and the peace and security-of mankind ur
gently require that the agony must abate. ‘
In Sri Lanka, three decades after independenc
the country was almost r1pped apart by an: uprising

' ‘A;"the magnlfpude of ,W_‘h‘lch‘ hlstor1ee11y s too. early




je very systems which they strive to
e in formsa hund:red times more vi-

the North also-, aVe choices to make. It is the man-
br in which we harmomze our ch01ces and relate our
or1t1es so  that what is important to us is also viewed

byCanadlans ‘that wrll guide and influ-

The task of rede51gn1ng and redlrectlng a people s

fe towards growth in dignity is, of course, primarily a

omestic respon51b111ty President J.R. Jayewardene of

i Lanka told the ﬁrst meetmg of the Group of 7 7 at
giers in'1967; ;

0 he p ourselves We must as far as

pos51b ; by ur own: eﬁ:'orts, develop our own econo-
mies to secure the maximum benefits for our people
from our own resources.
also be equitably dlstrlbuted so that the standard of
living.of our people increases, brlngmg benefits not
to a few, but to many. "

In seeking to fulfil this task, every country galns
om international understanding, international sup-
ort and an international policy environment which is
oth benign and realistic. The world’s “development
mmunity” therefore has an important contribution

make in defining and influencing the destinies of
eoples in developing countries, whether in Sri Lanka,

sia or elsewhere, and in understand_lng our hopes and
plratrons S

To think of development only in terms of theory, to
ink of development only in the realm of ideas is dan-
erous and. unrealistic. A brilliant performance by the
nancial managers of developing countries in ‘manag-
g their economies and showing projections of growth
ight win them high praise from international agen-
es, but such ‘a performance is meaningless unless its
mpact on the human condition is both positive and
nglble The estabhshment of a high internal raté of
turn'on an.irrig 't"on pro_]ect brings happmess and a

. the national income must )

Wlnle in- he developed West the fundamental

~ rights to worship, to move, and to publish are very real = -
-and constltutlonally entrenched, in the Third World
those fundamental rights take second place to another = =
~ fundamental nght — freedom from hunger. Thisisnot -

a right that can be entrenched by experts who may be :

reacting to crisis management.

Former U.S. President Gerald Ford once said that -
he expects the average age of an American towards the -
end of‘the century to be 70, principally because of bet- .
ter food, v1tam1ns recreatlon and all manner of: thmgs R
which will sustain and develop the human being physi- -
cally and emotionally. The very same vision of the next -~
century, we are told, spells-gloom for the Third- World St
Former World Bank President Robert McNamara has - f
said that he sees the Third World going through the,
untold hardship of mass hunger and deprivation in the - = -

years to come. Two billion people, a little more than-.
half the population of the world, live in the hundred
poorest nations of the world. ThlS is a factor whlch
haunts our generation.

Gotama the Buddha, whose teachings or Dhamma
continue to inspire, influence, or .condition much- of
Asia, set the goal of “Right to livelihood’ before his fol-
lowers. The phrase is rich in meaning, carrying over-
tones that apply equally to philosophy as to economics. -
It requires, for instance, that men and women must be

"given the fullest opportunity to use, nurture, and im- .

prove their creative faculties; that they should be as-
sisted to conquer egocentricity by working coopera- -

-tively with others in society for the attainment of

common tasks; that their endeavours ought to:be di-
rected at producing a quantity of goods and services ca-
pable of meeting society’s real needs; and that balance

- must be achieved between opportunity, performance,

need and acquisition. Great powers of analysis are not
required to demonstrate that these economic and social”
implications of a teacher-philosopher’s creed anticipat-
ed, by several generations, questions such as “basic -
needs” and productivity of growth versus social jus--
tice”, which some of today’s international agencies con-

) 51der inventions of their own.

~To some, ‘Right to.livelihood’ might seem an unat-
tainable ideal. Historical research has established,
howeve/'r, that the ideal was indeed reached, and as a
matter of everyday living, in Asia’s past. “Shramada-
na” (or productive self-help) and “gotong royong” are

being revived in South and Southeast Asia today. They »
are being revived not as experimental oddities but as '

. parts of deeply-rooted social and economic tradition. -
The revival of the internal, social and economic dy- -

namism of the past, while. overcoming thée domestic
and international inequities of the present and plan-

ning for the creative possibilities of the future, is a - o




merged from one form of bondage to escape
hand of submlssweness to. the momentum of

into- cornmon use as 4 symbol in global shorthand to
e psulate COIldltIOIlS of backwardness — as opposed to
“the  comfort and overall superiority of the “First

orld”. The “comparison is implied and inescapable,

hough rarely acknowledged. The widely prevalent '

onnotation of “third rate” or “thn*d class” should not
apply to the “Thlrd World”

r'I"h,e extent to Whlch{ the countries of Asia, and
ther countries described as belonging to the “Third
“World”, have struggled in the post-colonial period to
..overcome the effects and after-effects of colonialism, is
not to be denigrated either. Robert McNamara said
countries now described as developed required a much
Jlonger time, at:a comparable phase in their ewn devel-
opment, to achieve the same rate of social and eco-
. nomic growth as developing countries did in the past
30 years: “It is a very impressive record. Indeed, histor-

cally; it is without precedent Never has so large a

roup of human beings — two billion people —
chieved so much economic growth in so short a time.”
- The achievement is all the greater when it is seen
that the foundation for prosperity in the North was
-laid in the “heyday of colonialism” from 1850 to about
- 1950. During that time, per. capital income in the
“North grew at an annual average of almost two per-
“cent. In the South, it grew at an annual rate of approxi-
mately 0 1 percent
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’ equlhbrlum thus isnot a matter of v v1s1onary zeal

a workaday issue: w1th 1mportant implications for

- manwelfare and progress in our countries. Current

‘rangements ensure that we. “have to produce mor
‘buy less from abroad for what i is vital to our dome,

: »development efforts ‘They ensure-that. however h

we run, we stay: thm the same circle. Today, ina
text where the terms of trade are agamst us, we h
to export 20,000 lbs. of tea to pay for the’ same b
dozer which we bought by exporting “a. thou
pounds, 20 years ago.-So we: are 1mport1ng mﬂatmn

. gether with bulldozers SRt

) Transformatlon

‘As with pohtlcal parlty, the transformatlon fron]
dependence to- true economic 1nterdependence canl
brought about either through violent change or negoft

_ation. To delay or stall the negotlatmg process is toin

vite turbulence and dislocation. It can be claimed, ur
doubtedly, that despite the failures in the North-Sout!
negotiations, some successes have beenchalked u
The Conference on Iuternational Economic Coopers
tion (CIEC) focussed attention on debt relief and ledt
debt-forgiveness in some $5 billion. UNCTAD IV s
cured agreement on the establishment of a Commn
Fund, whose Articles of Agreement have since bee
adopted. UNCTAD V alerted the world to the plightd
smaller, - resource-sparse -countries.. The recently
concluded 11th Special Session of the UN General As
sembly produced a framework for development strat
egy in the 80s and a renewed pledge of enhanced re
source transfers. The question then is not whethe
progress has been made in negotiation, but how fastil
can and must be made’'if the world is to escape the per
ils of confrontation.

A time frame for negotlatlon‘can be set in relatio
to objective political and economic conditions in bott
the South and the North. Any time frame, howeve!
methodically it is calculated, will be destined to r¢
main notional until the most appropriate form .0
global negotiation has been found. The selective-grouf
of the CIEC has shown up as many ﬂaws as the mege




‘éll concentrate on development is-

es. There 1s al certam attractlon but also a certain

nger, in the” process of summitry. A summit that suc-
ads is usually a’spectacular success. A summit that
ils is usually a spectacular failure. Potentially, a

mmit is the -appropriate place for North-South deci-
bns to be. made ~for the process of power-sharing re-
ires consent ‘at the highest levels of authority. On
e other hand; should a summit meeting fail to pro-
ce a true ‘marriage of minds’, the countries repre-
nted could-well find themselves locked into inflexible
sitions from which there can be no escape in the

When ambassadors dlsagree ministers or heads of
vernment can step in, to resolve the differences. Un-
rtunately,: ‘the buck cannot be passed in the opposite
rection. Given these 1mponderables it is clear that
e whole- ﬁeld ‘of global negotiation, encompassing
aining for negotiation, urgently deserves study, anal-
is, and thoughtﬁil proposals. While urging that such’
udies be undertaken in an effort to sharpen and

engtheri the” -process of global negotiation, more-

rrowly-focussed initiatives are needed which could,

arelatively short time, make a direct impact on the

es of the people. These initiatives should not be con-

ered substitutes for global negotiation. On the con-
frary, if they are properly selected and effectively pur-

ed, they could both inspire and buttress the global
legotiating  process.  Food, energy and technology

nsfer are areas in which accelerated, collective ac-,
ion is both desirable and possible.

Rhetoric to action

These are not the only areas in which collective in- -

fernational action can and should be mounted without
delay. They hold promise of movement from rhetoric to
action. In stating a case for joint sectoral action, this
ould also be sustained by global action. One sustains
the other. In a situation where the human condition
lictates a sense of urgency, it is practical and realistic
o fractionalize major issues into their component parts
and work collectively to solving them, never forgetting
hat the ultimate intention is to put them all together
han interlocking global composite.
One of those interlocking components. is the do-
estic intentions and capacity of developing countries
hemselves. The quest for international partnership'if

tis not: accom anled by a parallel domestic dynamic, -

' respon51b1llty‘ of developlng countnes therefore to
- construct domestlc structures designed to make maxi--

mum advantage of international arrangements, and to
share the ‘product of domestic and external gams eqmt—
ably. - :

In Sri Lanka, our development strategy 1nvolves1 g
the creation of a system of government and adminis-
tration that combines the imperatives of parliamen-
tary democraey with those of development the replace---

‘ment of import-substitution in industry by import- 7‘ =
*_substitution in agr1cullure the redirection of food sub- - . -
. sidies, except in the case of the very poor, from the con-

sumer to the producer; a nationwide housing program -

with housing starts concentrated in village areas; the -

establishment of new, rural-oriented credit and invest-.
ment institutions; the allocation of industry to the pri-
vate sector, both local and foreign, under state moni-
toring and a giant river basin development program. -

~ The Accelerated Mahaveli Ganga Development
Program aims at a 40 percent increase of the country’s
land under irrigation, the voluntary resettlement of
140,000 landless rutral families in the® newly-fertile
farmlands, massive generation of employment, in-
creased productivity that will turn us into a “surplus-
country” and the increased development of hydro-

-electricity. To do this, work is in progress on the trans-

basin diversion of 1,000 cubic feet per second of water
from our major river, the Mahaveli Ganga. Our pro-
gram combines the requisites of ‘growth’ and ‘basic
needs’ in an exemplary manner. .

Economic self-interest

Economic self-interest simply demands that the -
North cooperate with the South, in building new eco-
nomic and financial arrangements to replace those
post-World War II arrangements which worked well -
for the North up to a point, but are now dysfunctlonal
The so-called crisis that afflicts some developed coun- -
tries is not really a crisis at all. The refusal of stagfla-
tion to respond to established remedies does not consti-
tute a crisis, but offers proof of the need for innovation
.and inventiveness. Oil price shocks, if nothing else,
have demonstrated that vested interests cannot be pre-
served mdeﬁnltely Transnational operations have
made autarchy irrelevant. What is left but faith and '-
hope in a symmetrical North-South compact?

Similarly, political self-interest requires that the
North respond to the South’s demand for economic lib-
eration no less than it did to the struggle for political
freedom. Some years ago, Canadian Senator Dandu-
rand told the League of Nations that Canadians “live. .
in a fireproof house, far from inflammable materials”.
There are no fire proof houses in-today’s world. An-
archy, as a response to continued economic depriva-
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is the most important. A commitment to

Pubhcatmns Research and
Information on Canada/T lurd World
Development Issues

Les publlcatmns deT’ Insmut sont eaalement puhhees en fram;als

] TotaI
In the Canadlan In’oerest" Third World Development in the 1980

Canada and Third World Trade

" 'The Challenge: Adjust or Protect?

.- Competitors and Customers (forthcoming) g ;
.Obstacles and: Opportumtles Symposmm Proceedmgs (forthcormng)
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e not sunply know-how self- conﬁdence and the will

cooperate but the lack of purposeful, single-minded
ed: determmed leadersh_lp needed to

Africa is the heart of the Th1rd World. Her prob-
ms and perspectlves are symptomatic of those of the
tire Third World. Africa must wrench herself from
r present state of underdevelopment and transform
T economy 1nto a dynamic, self-sustaining one, be-
re We can say with confidence that Africa need not al-
ays be the economlc‘backwater of the international
onomic System, -

As President Shehu Shagarl of N1ger1a put ina
atement to ~the 35th session of the United Nations
eneral Assembly last fall: “Africa bears the scars of a
ng history of spoilation and deprivation, of the rav:
es of slave trade and foreign : aggression, and of both

litical and economic injustices. The current crisis in -

e world economy is. wreaking havoc in Africa. For
me areas of the Third World, the ongoing negotia-
ons may mean growth-through effective participation

key international markets and institutions, but for _

ost of Africa these negotiations are about survival it-
1f. The very existence of some of our nations is being
itically threatened by adverse economic forces and
tural disasters.” The economic transformation of Af-
ca is ‘therefore central to the socio-economic resur-
nce of the Third World.

Although one of the characteristics of under-
velopment in Africa is the paucity of statistical in-
mation and the poor quality of what is available, the

mpact-of planned development and economic growth
on African individuals since the beginning of the first
decade of political independence in the 1960s can be
easured to some extent. The World Bank classified
e 43 Afrlcan countries on which statistical informa-
n was available in 1977 as follows: 27 were low-
come countries with Gross National Product (GNP)
per inhabitant of less than U.S. $360; 15 were middle-
income countries with GNP per inhabitant of between
60 and $3,500; and only one, the Socialist Peoples Li-
Dyan Arab Jamabhiriye, was a capital-surplus oil ex-
borter — with per inhabitant gross national product
6 680 ] . The growth rate of GNP per inhabitant

- for the 43 countnes ranged from -0.9 t0 7.8 percent per . B
annum between 1960 and 1977.-During the last seven -

years of this period, it ranged from -3.6 to 9.9 percent
per annum. In.fact, between 1960 and 1977, seven
countries recorded negative growth rates while be-
tween 1970 and 1977, 15 countries recorded negative .
growth rates. The gro

1970-1977. In other words, the situation worsened be-.
tween 1960 and 1977.

A greater part of the poor performance which the

GNP has exhibited has been due to the poor perform-- »

ance of the agriculture and food sector. Indeed, over the

" past two decades, the situation in that sector has dete- ,> e

riorated rapidly. Today, each person in the region has,
on the average, considerably less access to food than
was the case ten years ago. Average dietary standards
have fallen below nutritional requirements. The-an-
nual growth rate in agricultural and partlcularly food .
output has consistently been lower than the annual
population growth rate in many countries of the re-
gion. In fact, of the 38 countries for which information
is available, only ten improved their food production in
1976-78 period compared to 1969-1971 period. Yet ag-
riculture still accounts for about 40 per cent and more
of the gross domestic product in 21 of the 38 countries.
The situation in industry, including mining, energy

"and manufacturing, is no better. This is despite the

fact that the continent is noted for its mineral and en-

‘ergy resources. B

The ultimate purpose of development and’ eco- 7
nomic growth is to improve the lot of individuals. Such
an improvement depends not only on the availability of

. goods (agricultural and industrial products) but also on
-such important services as health, education, housing

and participation of workers in the development pro-
cess. There is no doubt that significant progress was
made between 1960 and 1977 in the field of education;
particularly in primary education in an encouraging
number of countries. But the situation still leaves
much tp be desired.

Despite figures which fail to distinguish between
recipients of health services and the quality of services
recelved the health situation did improve a bit. There

. Dr. Adedeji is Executive-Secretary of the Economic
Commission for Africa, based in Addis Ababa and an .
Under-Secretary General of the United Nations. He was
previously Nigeria’s Federal Commissioner for
Economic Development and Reconstruction.

h rates of 26 of the countries - - -
.declined between the two periods from 1960-1977 and - -




dzi)rddlfcﬁvity in the economy. Similar-

jected increase in-

¢ annual growth rate of the labour force

on the criicl Fctoen hat i
“Green Revolution” ; name

fertilizer, irrigation and

8CO= " i

n the past two decades has been the un. 12

f urbanization. While Africa re-

banized part: of t

,qlfbahlz}pg' régi‘bn_.Thi:s‘-}'ias’; serious impli- -
rural-urban - migration, urban population

he Housing, health, water, electricity and
_problems, land use and urban ecology,

arket, squatter settlements and em-

i al-amenity problems.
e surprising feature of exports and imports over
twor_décades;irsi\thefpersistvence with which we
g to the western world in general and the for-

so-called ‘invisible factors such as shipping, banking,

el, and consulting services. When some countries .

chieve a surplus in merchandise exports and im-
ports, it is wiped out by debits on the invisibles pay-
‘ments. Therefore, external public debt has continued
to pile up while international reserves have declined.

Tt is clear that performance over the past two dec-
des has not been satisfactory either for Africans or for
heir trading partners. The picture, however, while not
encouraging is far from being dismal. To ensure a more
satisfactory performance in the years ahead, we must
‘examine those specific factors which have been respon-
sible for recent trends, ¢ HelE ’
- Since agriculture and food constitutes the ldargest
ector of most African economies, niot only in terms of

 Internatic

n‘al_PefSpgétiyéé:Mar’ch/Apﬁl 1981

. farming within semi-arid tropics

 soil and the related methods of cul
vation) remains to be solved. Tt is true that resear
and. developmient - constituted “the foundation of t
“Green Revolution”, But it is also true that for suchr
search and development to be useful, it has to be “ar
specific’. Whatever else we may say, tropical agric
ture is circumscribed by ecology. G

_Crop damagé a

The Brandt report stated that “most African cou
tries, but especially the Sahel zone (as well as Suda

- Ethiopia, Somalia and Tanzania), have much of the
pics where vapotranspirs

tion is exceedingly high and rainfall ¢
percent from year to year. . -Without irrigation an
water management, they are afflicted by “droughts

| * floods, soil erosion and creeping deserts, which redud
the long-term. fertility of the land. Disasters such #

drought intensify the malnutrition and ‘ill-health

their people and they are all affected by endemic dis

eases which undermine their vitality”. _
Similarly, “farmers’ crops-are in constant dangert

to thousands of species that are hostile to the ende
ours of farmers...” said Theodore W. Schultz in hil
1980 Nobel lecture.- The -generally backward technol|
ogy of cultivation can also be attributed to the high ir
cidence of diseases (especially trypanosomiasis) thal
kill draft animals; the poor soils and scanty and uncer-f
tain rainfall that have discouraged land-intensive, s
-tled agriculture in many parts of the region and probf
lems of irrigation stated a 1978 World Bank report. |
Finally, Andrew M. Kamarck, in the 1979 FAOr
view, concluded that “the proper contrast is not ‘North f
South’ but ‘rich temperate zone-poor tropics’ ... There §
fusal to recognize the different conditions faced by
_countries. in the tropics, first by the colonial -powers &




:exportei' an

s beyond doubt that adjustments by African countries

] :_11 factor and ﬁnanmal 1nputs has been
eof the causes of the ‘balance of payments problems

This s1tuat10n has resulted from the way develop-

ent efforts were started. Instead of relating the goods
be produced to the raw materlals avallable and their

c1a1 1nsurance and shipping services.
me deleterlous eﬂ'ects resulted from thls approach

e aveﬂabl raw materlals from the agncultural and
neral sectors were neglected; (iii) available cheap

ergy sources were not developed; and (iv) manpower

E d technology development was not related to avail-
able raw materials. The price being paid for this mis-
taken strategy is enormous.’ Consequently, African
countries are littered with heterogenous collections of
high-cost 1ndustrles often of quite trivial significance.

tis now recogmzed that linkages within the industrial -

ector are as important for its vitality as hnkages be-
ween the 1ndustr1al and other sectors

erspectlves for Year 2000
Not only are the forecasts for the immediate future
gloomy, but the perspectives of development and eco-
OmIC growth: in  Africa up to the end of this millen-
ium are heart-rending and continue to give cause for
nereasing uneasiness. Very bleak prospects are fore-
een for Africa i in global projections of the world econo-
y. Indeed, if these projections are to be believed, ifthe
rognostications come true, the 1950s and the 1970s
may by the end of the century appear in retrospect to
aVe'beenra golden age for Africa! Ridiculous as this
, "t'-1s not far from the realm of possibility if
he present mix of pubhc pohc1es perswt ‘According to

to the energy. and balance of payments problems will

" be difficult.

The OECD’s Faczng the Future study believes Sub-'
Saharan Africa, together with South Asia; .are’ the

~ areas of the Third World that present and will continue ‘v o

to present over the next two decades, the most acute -
problems of poverty. It goes further: “The probable ac-

celeration in population growth, the weakness of its ~~ .-
economic and political structures and the absence of ~
_any counterweight to foreign influence are the maln R

-obstacles to long-term development.” -
Projections by the ECA indicate that unless the or-

ientation of the African economy changes, there is a =
danger that poverty and the attendant problems of po- - -
litical and social instability will become cons1derab1y o
~ worse in Africa in the next two decades. f
Given these portentous prognostications, what can- - -

Africans and their governments do to avert the im-

pending doom? Is Africa perpetually doomed to be the
world’s economic underdog with a backward and
greatly underdeveloped economy operating on the pe-
riphery of the international economy? Africa has the -
capacity and the capability to change the tide of her
economic fortune in her favour and to emerge from her
present economic doldrums and lay the foundation of -
an internally-generated, self-sustaining and self-

. reliantprocess of development.

Today, there are 50 politically independent Afri-
can States. While it is true that for some countriés, in- -
dependence has been won on a platter of gold and that

- a number of the new states were set up within a neo-- . -

colonial framework by the departing colonial power, it

- is also true that the ‘whole independence movemént

constitutes one of the revolutions of our time.

The lesson of history is clear. Given the leadership
of a few countries (in this case Ghana, Guinea, Nigeria
and Kenya), the other countries were determined not
to be left out. This is what in Schumpeterian terms one ~
can call entrepreneurial innovations being followed by.
imitative swarm-like reactions — all leading to a
higher level of development through a process of cre-

.ative destruction. What has been lacking in socio-

economic development is two or three African coun-
tries that have managed to achieve a breakthrough or

- areon the verge of achieving one.

The second lesson from our political experience is
the involvement of the masses in the struggle. For
many countries (such as in Zimbabwe) where a fight
including armed struggle was needed to wrench inde-

pendence from the colonialists, there was mass mobili-

zation by the nationalist parties. The anticolonial
struggle though long and bloody was waged with such
unity of purpose and determination that the achieve-
ment of independence became a question of time as the_
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"’tent’energles of the people and galvamze such ¢ energies
by teraction w th materlal resources through the ap— _

the Implementatton of the Monrovia Strategy for the -

ymic Development of Africa submitted to the Eco-
n mic Summit of the Assembly of Heads of State and
“Government at- the Organization of African Unity
OAU) held in Lagos in April 1980:-

e first point the Conference Wlshes to empha51ze is-

-that the region is not resource poor either in respect
) mlnerals or-of arable land, of forest or of fishery re-

sources, of animal or of energy resources and that it -
s ﬁrlly, capable of feeding its own population even if

loits only the potentialities of its enormous
er.and lake basin systems. Its rural populations
proven themselves hlghly adaptable toi innova-

’ oved seeds and other lnputs new marketing sys-
ms and so on. It has, however had fastened upon'it

) Wldespread poverty and rlslng

’ ment of technologms approprlate toTthe use’ of theser
i sources estabhshment and management of relevan

tithelr meetmg il

: f £
Addis Ababa in April 1980 the Ministers recommendelft

the Plan of Action forthe Implementatzon of the Monn
via Strategy for Africa to the Heads of State anifl
Government for approval at their extraordinary mestf
ing devoted to the discussion of economic problems d

“Africa in Lagos ngerla the same month: The Plano

Action'was adopted as the Lagos Plan of Action for the| !
Implementation of the Monrovia Strategy for the Ecr
nomic Development of Africa.

Some have called the Strategy and Plan unreah

tic and overambitious. Others have tried to interpr

them to suit their own interest and have invariabljf
distorted them. Nevertheless, both the Strategy, anlf@
Plan, if used consistently as the general framework forf
action at the ‘national, sub-reglonal and regional lev
els, will enable Africa to lay the foundation of a soun
and dynamlc genumely Afrlcan economy.

~ The objectlves and programmes contalned in th

- Strategy and the Lagos Plan of Action can bé achievel

There undoubtedly are difficulties and costs involved
especially when the task is the orientation of the cor §
cept of development and economlc growth in ‘the face Of
atlons w1th 1e: B
















int natlohal relatlons and institu-

unders,jwlll be made. But/we- shall
Jur past efforts in planned develop-

¢ growth were not properly focussed
ctors of self-reliant, self-sustammg
evelopment Our présent predica-
area of i improving the standard of

le orin stablhzmg our external pOlltl-

the Western world The' steadily growing association *
ith centrally-planned ‘economies of Eastern Europe -

and China has not changed that fact. At first glance,
] he contmuatlon of the association does not appéar to
e in the best interest of the new path Africa has cho-
foen for itself. This is particularly so when one considers

he reluctant Western respnse to the call for a new in-

ernational economic order. In recalling the positions
of the Western world at UNCTAD IV and V, at UNIDO
[I and the 11th Special Session of the United Nations
General Assembly, one feels 'increasingly sceptical
about the sincerity of their intention to assist in at-
tacking mass poverty.

In the West, development and’ economic growth
have meant the organization of productive and distrib- -
utive enterprlses inall fields.by nationals and national
enterprises for the purpose of producing and distribut-
ing goods and services for the satisfaction of the needs
of their people. When entrepreneurs in the West talk
about producmg for the market, they invariably have
in mind theu' own -domestic market. When they ven-
turebmto foreign markets, their main aim-is to sell

ocuring ‘those goods and services

- ‘and when thi ext o

ial markets aré no longer viable; -

they fall b 1e domestic markets. In Africa the 7

' situationis‘reversed: We do not-have a fall-back posi- '
_tion. The goods and services which we produce at pres—“ X
ent are complementary to those of international mar- ~ -

kets. This trickle-down approach to development and
economic growth does not serveour purpose.

, Self-re]iance

There must inevitably be a change in the present
arrangements. If the objectives of self-reliance :and
self-sustaining development are to be achieved; more:

- use has to bemade the agricultural, forest and mineral
resources at home. They demand more use of our en- = -

ergy resources at home. Unfortunately, these are the -
very resources that interest the western countries who

would rather see us continue to export them than use o :
them for diversifying and industrializing our econo-

mies. Well-meaning but misguided Westerners com-

plain that Africa should not try to industrialize when -

industrial capacity of Europe is under-utilized. They
believe that if Africa wants to procure Westérn tech-

nology, it must pay exhorbitantly for it. Such viewsare .

reminiscent of colonial economic policy.”

The’ dlver51ﬁcatlor1 and industrialization of the
Third World in. general and of Africa in particular

‘would not mean the end of the prosperity of the West. :

Indeed; a dynamic African economy would have benefi-
cial effects on the Western economy by relieving the
West of the present burden of giving aid and technical
assistance, subsidizing loans, guaraﬁteeing export

. credits and providing various arrangements for theen-

try of the goods and services from developing countries
into foreign markets. A lot of benefits normally.accrue

" from the effort devoted by friends to become indepen-
dent and self-reliant. The United States and Canada -

did this for Western Europe and Japan after thé Sec-

ond World War. What prevents the Western Worldasa - - E
whole from doing it for Africa? i

The greatestwcor'istréint on ‘the development and
economic growth of Africa is the critical and inade-
quate production and distribution capability. This.
shortage runs through the whole gamut of the produc-
tion and distribution process — from entrepreneurs to -

research and development personnel, from managers - =

to highly-skilled engineers, marketing specialists and
project analysts. These are areas where quick profits
are not to be realized. Therefore, the West, and indeed
the rest of the world, need to concentrate their assis-

tance on those areas that require the long gestation pe- o _ |
 riods before the product can be finished, but in which - -~

thé products are usually catalytic once they are out.
Assistance is needed in research and development rele-. .
vant to tropical conditions not only for agriculture and

- food but also for industrialization since machines and.
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-What is the responsibility of our friends ofthe cen-

‘trally planned economies.of East Europe? While it is

true that these countries have only been in effective =

‘contact with Africa in the past 20 years, this cannothe -
d to justify the argument sometimes put forward

Eastern Europe was not responsible for the pres-

onomic predicament of ‘Africa and;- ,thérefore,f

not be called upon to assist in rectifying the situa-

n. This is an unténable‘argument,"queﬁtﬁingitEe :

countries that have played a crucial role in assist-
ationalist movements in achieving political inde-
ence. Surely, the