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Preface

THE CCPA HAS previously published assessments of the Martin,
Chrétien and Mulroney governments. The Harper Record, however, is
the most ambitious effort to date, thanks to the vision and energy of its
editor Teresa Healy. Her accomplishment in bringing together the policy
expertise of some 47 contributors from across civil society is truly re-
markable. My thanks to the Canadian Labour Congress for endorsing
this project and for freeing up her time during these last four months
to devote to it.

The ccPpA is non-partisan in that we are not connected with any
political party. Where we have a partisan bias, however, is for progres-
sive policies. We research, develop and promote policies that advance
the values of a just, sustainable and democratic society. These values
are consistent with those embedded in the UN Universal Declaration
of Human Rights and its related covenants and declarations.

Progressive policies require a leading role for the federal government
in managing the economy; in providing public infrastructure and vital
services; in educating our children and youth; protecting our health and
our environment; protecting our citizens in times of unemployment, in-
firmity, disability and old age. Policies that address the great challenges
of our time — climate change, inequality and poverty, and peace —are
at the heart of what should define a progressive government.



We critique policies that move us away from these values and pri-
orities. The essential question the authors address in this volume is: do
Conservative government policies meet the progressive test outlined
above? The short answer is No. The Harper government’s policies are
moving our country backwards toward a vision of society, the role of
government, and the nature of the federation reminiscent of the 1920s.
To gain a deeper understanding of the Harper government’s record and
why this is so, I encourage you to read on....

Bruce Campbell
Executive Director, Canadian Centre for Policy Alternatives
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Introduction

Teresa Healy

THE “NEW” CONSERVATIVE government of Stephen Harper is well
into its third year, one of the longest minority governments in Canadian
history. A broad accounting of the government’s record is clearly need-
ed. The months since the previous election have slipped by quickly and,
as the government engaged in reshaping both the form and substance
of Canadian political life, many of these changes were undersold in the
media and underplayed in public discussion.

The Harper government tried to avoid public scrutiny. This govern-
ment will indeed go down in history, not only as a highly centralized
administration run out of the Prime Minister’s Office, but as an activ-
ist government that did everything in its power to avoid public debate
about its activities. Meanwhile, the Harper government was engaged
in consultation with the Canadian corporate élite, as well as corpor-
ate and political officials from the United States and, to a lesser extent,
Mexico. These are the consultations that identified the government’s
key priorities, and these are the fora through which the government
measured its progress.

After the election of the Conservative party to a minority govern-
ment in 2006, it was expected that the Harper government would quick-
ly show its radical conservative colours. Indeed it did so, but, since the
previous government was already extremely laissez-faire, Harper often
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appeared to be travelling along the same neoliberal path he had helped
to clear as leader of the opposition. Harper’s strategic pragmatism con-
tinued to lead him to compromise on conservative policies only with the
aim of building a coalition which could ensure a majority government
(Patten). The most alarming development under Harper’s leadership,
however, was the deafeningly quiet weakening of democracy.

Redefining centre-periphery relations

Since the Conservatives came to power, the country has experienced
a prolonged crisis in the manufacturing sector, together with an over-
heated expansion of the tar sands in Alberta and a boom in mining and
minerals production. The result has not been simply a relocation of eco-
nomic activity to Western Canada. Indeed, by abandoning manufactur-
ing, the Harper government has overseen serious structural changes
in the economy. On the horizon is the prospect of a very difficult per-
iod of economic downturn. Since Harper became Prime Minister, the
government has done nothing to respond to the thousands of jobs lost
in manufacturing (Stanford). Instead, it worked to increase the state’s
role in expanding the private sphere and to reduce the state’s capacity
to intervene in defence of communities. In this respect, the dramatic
Conservative tax-cutting policy represents a continuation of the Liberal
agenda (Jackson and Weir).

On immigration questions, the Harper government has created a
harmful “us-them” dynamic. He is on record as linking the refugee de-
termination system with a threat to national security. The government
fails to grasp the most significant demographic changes in Canada and
has weakened Canada’s international commitment to fight racism in
Canada. Furthermore, the government has reneged on its commit-
ment to assess and recognize international credentials, creating instead
a poorly funded “referral office” for newcomers (Flecker). Meanwhile,
the program which brings racialized workers to Canada only as tem-
porary workers is booming. Under the Conservatives, the redesigned
Temporary Foreign Worker Program gives employers almost absolute
discretion in determining the living and working conditions of migrant
workers. There is virtually no mechanism which would enforce labour
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rights in the program, despite the number of workers affected under
its rapid expansion. This dynamic has created what some consider a
highly privatized immigration system (Encalada, Del Carmen Fuchs
and Paz).

The tar sands development has had devastating results for indigen-
ous communities downstream from the Athabasca tar sands, yet the
Conservative government has done everything it can to expand the
production of bitumen (Kalman). It has done so through changing the
regulatory regime covering oil and gas pipeline production, for example.
Regulatory reform is a wide-ranging policy direction which not only de-
regulates economic sectors. It also is meant to impose a new layer of
regulations on workers, with specific impacts on racialized commun-
ities, including energy, construction, and transportation workers.’

Because the oil is extracted from the sand using vast amounts of
water, as well as natural gas, it is a highly costly industry as far as the en-
vironment is concerned. As one observer remarked on the rapid deple-
tion of natural gas resources, “it is like using caviar to make fish-sticks.”
Canada’s needs a legislative framework to protect freshwater resources,
but the Conservatives have responded with a patchwork of funding pro-
posals and privatization strategies (Barlow and Karunananthan).

The Harper government has been able to fashion an agenda which
appears to take into account the aspirations of Quebec by giving all
provinces the same powers (Cameron). Harper’s commitment to the
rights of provinces has not fared well in Newfoundland and Labrador,
however (Payne). Also of significance to the Atlantic provinces was the
Conservatives’ failure to follow through on their own commitment to
a national Pharmacare program. They have, moreover, undermined the
future ability of the federal government to establish such a program by
creating an unnecessary legislative conflict between the provinces and
federal government (White and McBane). This neoliberal strategy con-
veniently confirms the weakening of the federal role in social policy
(Cameron). In less than three years, the Harper government has sys-
tematically cancelled or wound-down almost all federal commitments
for shared programs with the provinces (Mackenzie).
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Building consensus among the executives

Under the Harper government, there has been virtually no distinction
between international and domestic issues. All of the government’s
main issues have been established as priorities by consensus of North
American business, military and government executives. Shortly after
the Conservatives came to power, for example, the Prime Minister’s
National Security Advisor, William Elliot, participated in the planning
of a highly secretive gathering of military, government, and corporate
leaders from across North America.® The North American Forum (NAF)
documents state the goal of the annual meeting was not to make pub-
lic pronouncements:

Rather, the outputs of the NAF will be ideas and approaches that are
quietly explored and privately conveyed to policymakers, or are indi-
vidually pursued by participants, at their own initiative and in their

own name.*

As Thomas d’Aquino, long-time President of the Canadian Council
of Chief Executives, is reported to have said at the meeting, the assem-
bled leaders would need to engage in “aggressive incrementalism” and
“evolution by stealth” to see their ambitious plan for North American
integration realized.

Perhaps it is only one of a score of such meetings that have happened
since Harper came to power, but the influence of the North American
Forum indicates how corporate forces have successfully shaped polit-
ical consensus around their interests. Under Harper, Canada is working
over-time to create strategic alliances on trade, investment and security
that exclude popular participation and democratic alternatives.s

As an official policy framework, these priorities have been outlined
in the Security and Prosperity Partnership of North America (spp),
which was first established while Paul Martin’s Liberals were in power.
Under Harper, the “leaders” of North America introduced a formal
structure for receiving policy direction from the ceos of 30 of the lar-
gest companies in North America, thereby institutionalizing the his-
torically privileged relationship between business and government. The
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North American Competitiveness Council (Nacc) has a formal place
in the spP process, while the legislatures do not.®

The spp is a framework for dealing with “security” and “prosperity”
issues as defined by the executive-level of governments in consultation
with corporate executives. One of their main goals from the outset has
been to see how much cooperation could be achieved without changing
a single law. The sPP was meant to avoid further “bruising battles” like
the ones they faced during the NAFTA debate. There are currently three
key groups of issues dealt with under the spp: 1) border issues (cross-
border policing and emergency management); 2) regulatory reform as
defined by private industry; and 3) energy issues (securing U.S. energy
supply, developing new resources in the North, and working to priva-
tize Mexico’s public energy resources).”

While the North American Competitiveness Council (NAcc) fo-
cused on three key issues in the short term, the NAcc was designed to
build consensus for a more ambitious plan for the ongoing restructur-
ing of North America. These include calls to build a common secur-
ity perimeter; agree to a unified border action plan, including a North
American pass with biometric identifiers; expand customs facilities;
establish a common tariff; develop a common energy strategy and a
regional alternative to Kyoto; revisit NAFTA to include excluded sec-
tors; develop a common regulatory plan; expand the Temporary Foreign
Worker program; increase foreign investment in Mexico’s energy sector;
and convene an annual North American summit of leaders.

Now, almost three years later, these initiatives are well under way.
As well, efforts are being made to secure the supply chain or, in other
words, to permit the seamless movement of goods throughout North
America by imposing more security on workers and in the production
process. Full labour mobility and efforts to create a North American in-
vestment fund are less advanced.®

Weakening democracy

As the creation of the Nacc indicates, Harper does have a “new” agen-
da. He has endeavoured to legitimize his authoritarian mode of leader-
ship by waging a battle against “dithering” and broad consultation. The
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Harper government’s first act was to cancel the child care agreements
that had been negotiated with the provinces. Instead of respecting the
process by which a Canada-wide child care program had been estab-
lished, he abandoned all consultation and coherent policy-making for
a taxable monthly allowance and transfers to private businesses and
groups for child care infrastructure — an initiative doomed to failure
(Ballantyne). Harper furthermore undermined all attempts to develop
a rational child benefits system in favour of returning to an incoherent
child tax benefit which helps the poorest families the least (Battle).

In a bizarre twist of logic, the government argued that it was no long-
er necessary to fund advocacy work for women’s equality, even though
by all measures women’s economic inequality persists. Conservative
government policies reinforced this inequality in policies such as in-
come-splitting which direct tax benefits directly to higher-earning
men. Nor was it necessary, the Conservatives decided, for the Status
of Women Canada to include the word “equality” in its mandate, since
the word already exists in the Charter (Ad Hoc Coalition on Women's
Equality and Human Rights).

The government’s disdain for democratic politics was also evident in
its opposition to the public sector and collective rights. Harper main-
tained a clear commitment to usher the private sector into areas pre-
viously reserved for government and the public economy. As a result,
the government’s commitment to privatization is evident in big policy
moves such as the setting-up of ppp Canada Inc. This is the institu-
tion which is intended to compel municipalities to chose public-pri-
vate partnerships (P-3s) when beginning infrastructure projects (Sanger
and Crawley). The government’s privatization agenda also meant turn-
ing public resources over to the private sector in a myriad of ways, in-
cluding program reviews; contracting-out; selling public assets; leas-
ing-back institutions from the private sector; private financing of public
projects; creating markets for public services; and permitting the pri-
vate delivery of health care without enforcing the Canada Health Act
(Sanger and Crawley, West).

The impatience with which the Harper minority government treat-
ed democratic opposition became quickly evident. As the government
tried to liberalize markets in grains, the Wheat Board ceo was fired
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and the government worked to prevent Board members from speaking
out in support of the marketing board. Board members were replaced
through dubious election practices. Harper tried to remove barley from
the Wheat Board’s jurisdiction and, although stopped by a court order,
has vowed to try again, in all likelihood through Orders-in-Council
which evade the need for Parliamentary approval (Forsey, Campbell).

The government overrode court decisions in order to avoid environ-
mental assessments of the tar sands development (Frampton and Redlin).
It severely weakened the access-to-information system (Hennessy). It re-
neged on Canada’s international obligations on climate change issues
(Sanger), and it was clearly frustrated with court decisions impeding
its plans to allow grains to trade on the free market (Forsey, Campbell).
Harper announced a trade deal with Colombia before the Parliamentary
committee studying the matter had reported (Katz). The government
made significant changes to immigration policy and gave arbitrary pow-
ers to the Immigration minister without debate by bundling it in the
2008 Budget implementation bill (Flecker). Harper cancelled the Court
Challenges Program which funded equality-seeking groups, such as dis-
ability activists, to bring legal interventions of national importance into
the courts. The program was internationally recognized for its role in
helping define the meaning of the Canadian Charter (Rae).

The government cut the position of national science advisor and ap-
pointed Preston Manning to advise the government on scientific issues
(Sanger and Crawley). The government faced serious opposition be-
cause on many occasions it objected to scientific opinion when it suit-
ed its purposes. The government continuously rejected all scientific evi-
dence defending the harm-reduction benefits of the Vancouver safe in-
jection site, for example (Moore and Donohue), and proposed untested
policy options on underground carbon capture (Frampton and Redlin),
as well as second generation biofuel technologies (Mooney). Perhaps
most shocking was its disregard for the scientific evidence concerning
climate change and its confused and contradictory policies on the en-
vironment (Sanger and Saul). This included a focus on pollutants and
moved Canada away from international norms on the reduction of ab-
solute levels of greenhouse gas emissions.
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The Conservative “tough-on-crime” approach was similarly directed
to a problem which social science research indicates is not growing.
Instead of community-based correction programs, the federal gov-
ernment moved toward a more punitive and individualistic approach.
For example, the new “anti-drug” strategy was shifted to the Justice
Department away from Health Canada (Moore and Donohue). A sim-
ilar perspective was elaborated as the Harper government continued
to reject the literature on the social determinants of health. Instead,
it focused on individual responsibility for health outcomes and took
money away from programs supporting community-based responses
to ill-health. (Edwards).

When the Canadian Nuclear Safety Commission ordered the shut-
down of a nuclear reactor in Ontario, the president was fired and the re-
actor remained operational (Moll). The case is a good example of what
the government did on regulations more generally. Under the Security
and Prosperity Partnership, the Harper government moved from the
“precautionary principle” to an industry-led model of regulation focus-
ing on “risk-management,” with implications for food as well as drug
safety. In pharmaceuticals, the Conservatives were in the process of
changing the way in which regulations apply to drug-testing. The net
result is meant to bring drugs to market more quickly, shift testing re-
sponsibilities to the pharmaceutical companies, reduce the role of gov-
ernment in ensuring drug safety, and enshrine secrecy and commercial
confidentiality in legislation (White and McBane).

Canada-U.S. relations

As Prime Minister, Stephen Harper took very dangerous positions on
Canada-U.S. relations. Very soon after taking office, the government
gave in to U.S demands on softwood lumber and signed a poor deal for
Canada with the United States. Even as NAFTA tribunals, U.S. trade
courts and the wto did not accept the Bush administration’s conten-
tion that Canada was subsidizing softwood lumber production (Caron),
the Harper government undermined the position of Canadian produ-
cers and negated all court decisions which had been decided in Canada’s
favour since the latest round in the softwood lumber conflict began in
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2001 (Campbell). Similarly, the Conservative position at the wTo has
acted only grudgingly in favour of Canadian producers on the issue of
supply-management. In fact, Harper’s attack on the Wheat Board and
the Grain Commission has severely undermined Canada’s own defence
of marketing boards in international negotiations.

Moreover, Harper has on more than one occasion campaigned in the
United States in favour of Bush’s trade deal with Colombia and the fur-
ther extension of the U.S. security perimeter in the Americas (Kazz). On
intellectual property rights, Canada under the Conservatives bowed to
U.S pressure to increase patent protection for pharmaceuticals, thus fur-
ther restricting the provision of cheaper generic drugs to the Canadian
population (Campbell, White and McBane). The government appointed
an industry panel to seek recommendations for new legislation in tele-
communications, and the panel recommended increases in foreign
ownership (Watkins, Moll and Regan Shade).

In some respects, this Conservative government acted not so much
like a minority government, but more like a war-time “union govern-
ment” demanding loyalty from the opposition in times of national crisis.
Since September 11, 2001, both Liberal and Conservative governments
have been unwavering in their adherence to the U.S-led “war against
terror; but it was the Conservatives who restructured Canadian bor-
der and security forces to mirror the U.S. Department of Homeland
Security. These security forces were given access to the police records
of Canadian citizens. In these police records is information which has
not been tested by the courts, yet accusations and tossed-out charges
are being used against travellers, with serious repercussions.

In 2006, the government was compelled to call an inquiry to find
out whether the detention of Abdullah Almalki, Ahmad Abou-Elmaati
and Muayyed Nureddin in Syria or Egypt resulted, directly or indirect-
ly, from actions of Canadian officials during 2001 to 2004. The report
of the Iacobucci Commission was originally meant to be submitted the
week before the 2008 election was called, but was delayed until the
week after the election.® Both the Liberals who were in power during
the events in question and the Conservatives, who are in favour of the
anti-terrorist agenda, were thus spared public scrutiny on these issues
during the election campaign.
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The Conservatives did not only continue with the Liberal anti-ter-
rorist legislation, but they also expanded it. For example, they institut-
ed the No-Fly list which identifies “suspicious” people without char-
ging them or relying on convictions. With no hearing or independ-
ent review, the lists are then used to curtail mobility rights. They fur-
ther rob people of their privacy and security as persons on the lists are
shared with other governments and airlines (Campbell). Canada’s se-
curity agencies have intensified their activities since the Conservatives
came to power. A shocking example is to be found in the continued use
of “security certificates” and secret trials. Although the Supreme Court
of Canada found Canada’s secret trials process to be unconstitutional,
the Conservatives’ subsequent tinkering with the legislation continued
to undermine Canadians’ fundamental democratic rights. One aspect
of the security certificate legislation ensures that the accused may not
see the evidence for the case against them. They are permitted to know
the allegations only (Behrens).

Unlike that period of history in which Canada granted asylum to
50,000 U.S. war resisters during the Viet Nam war, the Conservatives
have begun deporting U.S. soldiers who refuse to fight in Iraq (Harden).
Meanwhile, in Afghanistan, Harper increased the “interoperability”
and cooperation of the Canadian armed forces with those of the U.S.
and virtually gave up on peacekeeping (Warnock, Staples). Under the
Conservatives, Canada is the only developed democracy to leave one
of its citizens and a child soldier to face an illegal military commission
in Guantanamo (Foster). Under Harper, the increase in military spend-
ing in support of the war in Afghanistan did not enhance international
security, but remade Canadian conservatism in the image of the United
States (Staples).

Under Harper, Canada reneged on previous commitments to de-
veloping countries in multilateral trade negotiations and pursued an ag-
gressive bilateral trade policy, especially in the Americas (Sreenivasan).
The previous Liberal government was also very committed to the lib-
eralization of trade, finance and investment across borders, but in main-
taining its commitment to neoliberal internationalism and multilat-
eral institutions, it promoted neoliberalism at the wTo within a set of
norms acceptable to élites in the global South. The Harper government
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has been anything but diplomatic on the international stage and, in line
with the Bush administration, pushed unreasonable demands for mar-
ket-access in industrial products and for the rapid liberalization of ser-
vices. This strategy was echoed in the UN Climate Change negotiations
in Bali, where Canada almost derailed consensus by pushing developing
countries to reduce emissions at the same rate as developed countries
(Sanger and Saul). Canada weakened the international human rights
framework, most notably by voting against the UN Declaration on the
Rights of Indigenous peoples (Foster).

Conclusion

In the 32 months that the Conservative minority government was in
power between 2006 and 2008, the people of Canada faced signifi-
cant challenges because of the substance of what the Harper govern-
ment achieved and because of the anti-democratic way in which he
went about it. What becomes clear from the Harper Record is that the
Conservatives are as committed to a market-driven world economy as
the Liberals were, but that Harper is not committed to national demo-
cratic or multilateral institutions in the same way. For Harper, the only
international relationship that matters is the one between Canada and
the United States. He does not criticize the Bush administration for its
ineptitude in living up to its own conservative commitments. Nor does
Harper shine a bright light on a tattered U.S. hegemony. Rather, he re-
flects to the world an enhanced image of conservative unity in North
America and a resolute commitment to market forces that is undeterred
by the noisy democratic rabble. Indeed, his calling of the election so
close in advance of the U.S. election might well be timed to offer sup-
port to the Republicans as they go about trying to elect a McCain ad-
ministration. It certainly does Harper no harm to be running a campaign
while Barak Obama is not the president of the United States.

Civil society organizations must become quite the opposite of what
Harper has offered up as the model of leadership in a “turbulent” time.
In these times we need a strategic sense of how to affirm a broad and di-
verse range of possibilities. It is through openness and not closure that
our own deeply felt convictions that another world is possible can be ar-
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ticulated. It is this collective capacity we must seek to strengthen as we
face the political power of cEOs as embodied in ruling parties, whether
in the majority or minority. Indeed, before the next government takes
shape, we will need to remember what happened during the last and re-
assert what it is we are prepared to commit to from now on.
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Understanding Stephen Harper

The long view

Steve Patten

CANADIANS NEED TO understand the political and ideological tem-
perament of politicians like Stephen Harper — men and women who
aspire to political leadership.

While we can gain important insights by reviewing the Harper gov-
ernment’s policies and record since the 2006 election, it is also essential
that we step back and take a longer view, considering Stephen Harper’s
two decades of political involvement prior to winning the country’s
highest political office. What does Harper’s long record of engagement
in conservative politics tell us about his political character?

This chapter is organized around a series of questions about Stephen
Harper’s political and ideological character. Is he really, as his support-
ers claim, “the smartest guy in the room”? To what extent is he a con-
servative ideologue versus being a political pragmatist? What type of
conservatism does he embrace? What does the company he keeps tell
us about his political character? I will argue that Stephen Harper is an
economic conservative whose early political motivations were deeply
ideological. While his keen sense of strategic pragmatism has allowed
him to make peace with both conservative populism and the tradition-
alism of social conservatism, he continues to marginalize red toryism
within the Canadian conservative family. He surrounds himself with
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like-minded conservatives and retains a long-held desire to transform
Canada in his conservative image.

The smartest guy in the room, or the most strategic?

When Stephen Harper first came to the attention of political observers,
it was as one of the leading “thinkers” behind the fledgling Reform Party
of Canada. His speech on regionalism and fairness in the Canadian fed-
eration was hailed as a highlight of the Reform party’s founding conven-
tion.! As delegates to the convention treated Harper to a standing ova-
tion, Preston Manning claims he “knew the party had found a potential
policy chief” Over the next four years, Harper and Manning worked
closely as co-architects of the Reform party’s policy agenda.

Following the party’s breakthrough 1993 federal election, Harper
assumed a prominent role in the Reform caucus, and the parliament-
ary press gallery quickly learned that the young MP was one of the
most likely Reform party sources of intelligent and perceptive com-
ment. Reflecting on those early days, Manning has described Stephen
Harper as the party’s “best mind” in terms of policy analysis and strat-
egy development.?

It is certainly true that Harper is a smart man. He is well read and
holds an MA in economics from the University of Calgary. All the
same, his partisan supporters and the conservative journalists who have
penned the most widely read Harper biographies tend to exaggerate the
uniqueness of his intellect. When it comes to public policy, Harper is
not a particularly insightful or original thinker, and he is certainly not
the first Canadian political leader to demonstrate a capacity to remain
well-informed, focused, and to think quickly on his feet.

Few political associates or friends understand Stephen Harper bet-
ter than Tom Flanagan, the well-known University of Calgary polit-
ical scientist. When the two met back in the early days of the Reform
party, Flanagan was impressed by the extent to which Harper “com-
bined a remarkably wide knowledge of politics with a keen strategic
mind”+ This observation goes to the heart of Stephen Harper’s smarts.
While merely one among many well-informed policy wonks to engage
in active politics, he displays a unique astuteness when it comes to the
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strategic dimensions of partisan politics. He is able to look beyond the
moment and engage in long-term strategic thinking about his political
goals and the tactics and immediate actions required to attain his de-
sired outcomes.

Interestingly, Harper’s strategic mind and attention to tactics may
underpin what some political journalists have identified as his “auto-
cratic tendencies” — his desire to keep cabinet ministers on a short leash
and maintain an “exhaustive system of information control”s It seems
that his personal sense of ideological and strategic certainty makes it
difficult for him to devolve control or trust others who might not share
his political agenda or insights.

Of course, the centralization of control is not unusual in the con-
text of Canada’s notoriously undemocratic political parties, but Stephen
Harper’s strategic character does explain his somewhat autocratic na-
ture and desire for hands-on control of the policy-making and political
messages that define the public face of his party.

Harper has a sharp mind, but it is a bit of myth-making that has cre-
ated the impression he is the smartest guy in the room. All the same,
those who wish to understand Harper should remember that his every
political move is, almost without fail, guided by astute strategic calcu-
lations. Stephen Harper understands Canadian politics and the challen-
ges associated with building a coalition in support of his conservative
agenda. He should not, in other words, ever be underestimated.

Ideologue or pragmatist?

During the lead-up to Stephen Harper’s campaign to replace Stockwell
Day as leader of the Canadian Alliance, Globe and Mail columnist Jeffrey
Simpson publicly counselled Harper to take a pass on his run for the
leadership. According to Simpson, Harper was “too ideological to suc-
ceed in Canadian politics”® Harper’s Liberal and New Democratic com-
petitors have worked hard to perpetuate the image of Harper as a con-
servative ideologue with a hidden agenda to impose policies that would
be unpalatable to moderate, middle-of-the-road Canadians. Interestingly,
however, committed conservative pundits like Gerry Nicholls, a for-
mer colleague of Harper’s at the National Citizens Coalition and an
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active supporter of Harper’s bid for the Alliance leadership, now criti-
cize Harper for abandoning principled conservatism in favour of a “de-
liberate strategy of diluting conservative principles and moving the
[Conservative] party to the left”” To what extent, then, is Stephen Harper
a conservative ideologue? Is there any validity to the characterization of
Harper as more pragmatic than ideological?

There is no shortage of evidence in support of the characterization
of Stephen Harper as an uncompromising conservative ideologue. In
the early 1980s, Harper studied economics at the University of Calgary.
His early connection to conservative politics was shaped by Calgary’s
political culture in the heyday of the National Energy Program. Harper
soaked up the political analysis that motivated conservative Alberta’s
frustration with the Liberal government in Ottawa. As his biograph-
er, William Johnson, explains, the youthful Stephen Harper “felt there
should be clear-cut answers to problems. You should implement the best
economic decisions, and then it would work over time.

Harper was a Progressive Conservative, but when Brian Mulroney’s
PC government was slow to deliver the “fundamental conservative trans-
formation” for which Harper had “high hopes,” he became disillusioned.®
Convinced that Mulroney was unwilling to make tough decisions and
that his party lacked the “conservative philosophical grounding” ne-
cessary to differentiate the PCs from the Liberals, Harper and his close
friend, John Weissenberger, committed themselves to building a “Blue
Tory network” of party members interested in the purer form of con-
servatism that was then transforming the UK. and U.S. under Margaret
Thatcher and Ronald Reagan.*

Some would dismiss this initiative as an example of the youthful
dogmatism many young activists display. But even Harper enthusiasts
who balk at labelling him an ideologue, like Maclean’s columnist Paul
Wells, will admit that Harper has always wanted to champion stronger
conservative ideological commitments in Canadian politics: he “would
never lose sight of the long game, which was to transform Canada, if it
would let him, into a profoundly different place™

During his years of active involvement in the Reform party, and de-
spite their close working relationship, Harper often challenged what
he considered to be the ideologically vague and deceptive populism of
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Preston Manning. Contrary to Manning, Harper argued in favour of
positioning Reform as a “party of the Right”> While temporarily out
of formal partisan politics from 1997 to 2001, Harper opted for a stint
as President of the ideologically uncompromising National Citizens
Coalition. This is an organization founded by anti-Medicare crusad-
er Colin Brown, which now promises to defend free enterprise, free
speech and accountability to taxpayers under the slogan “More free-
dom through less government”*

Not unsurprisingly, when Harper decided to run for the leadership
of the Canadian Alliance, he called on the party “to be a clear voice for
conservatism” that rejected any flirtation with the Red Tory orientation
of Joe Clark and the Progressive Conservative party.*

To that point in time, Harper had always put principles ahead of
political victories. Indeed, he and Tom Flanagan were convinced that
the Reform party had had considerable success at getting new issues
on the Canadian political agenda, while also laying the foundations for
a generalized cultural shift toward the ideological right.” None of this,
he believed, would have been accomplished without ideological convic-
tion on the part of conservatives within the Reform party. By the time
he assumed the helm of the Canadian Alliance, however, Harper seems
to have become increasingly convinced that the time had come to do
all that was necessary to form a government. To the extent that Harper
has a pragmatic side, this has been revealed in his efforts to form and
lead a majority government.

The term pragmatic is used in more than one way in Canadian pol-
itics. At its simplest, pragmatism involves worrying more about im-
mediate and tangible occurrences than grand ideas, theories, or ideol-
ogies. In other words, a pragmatic approach to public policy-making is
rooted in our observable reality and sense of what is both necessary and
practical. Pragmatism, however, is also often associated with avoiding
the political commitments of the ideological left and right in favour of
centrist policies that will be politically popular with mainstream vot-
ers — that is, voters who avoid extremes in favour of either centre left
or centre right policy prescriptions.

For many pragmatists, hugging the centre is more than a mere pol-
itical calculation; they believe there is political virtue in the supposedly
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non-ideological “centre” Former Ontario premier Bill Davis was often
described as this sort of pragmatist, a fact that frustrated the more con-
servative members of his cabinets.

Stephen Harper has never shunned clear and strong ideological com-
mitments. Still, he is keenly aware of the importance of doing what is
necessary to win. Contrary to what some conservative pundits, such as
Gerry Nicholls, have argued, he may not be willing to sell his princi-
ples to win, but he is willing to engage in a form of “strategic pragma-
tism” that involves making concessions designed to ensure political vic-
tory in the long term. Moreover, since aspiring to positions of political
leadership, Harper has regularly demonstrated a pragmatic willingness
to position himself in the middle of the diverse conservative coalition
to which his party aims to appeal.”

Harper recognizes that a winning conservative coalition will include
avery diverse group of Canadians. In a 1989 memo to Preston Manning,
he argued that the core political cleavage in contemporary Western
democracies pits taxpayers and private sector-oriented citizens (the
ideological right) against the public sector-oriented political class and
“tax recipients of the Welfare State” (the ideological left).” The conserv-
ative coalition of the right would include the corporate sector and the
private sector urban middle class, but also aspects of the urban work-
ing class and rural classes that have an interest in lower taxes and are
resistant to the social values and “liberal intellectualism of the Welfare
State class*®

In more traditional political terms, Harper told the group of partisan
activists and conservative journalists assembled at the 1996 Winds of
Change conference in Calgary — a group brought together by author and
journalist David Frum to discuss uniting the partisan right — that to be
successful a Canadian Conservative party would need to bring togeth-
er traditional Blue Tories, grassroots populists, and French-Canadian
nationalists.” At its heart, then, Stephen Harper’s strategic pragmatism
is most evident in his dogged pursuit of strategies to build this coali-
tion, to reach out to Québécois nationalists, old Tories, populists, and
private sector-oriented urban sophisticates, as well as that significant
demographic that Conservative operatives now call “the Tim Hortons
and Canadian Tire crowd”
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To hold this coalition together, Harper has had to position himself
in the middle of the party.>® This has meant a unique range of initiatives
such as delivering on cuts to the GsT and recognizing Québec as a na-
tion, while stressing that this apparent departure from his Reform roots
is not inconsistent with his long-term goal of a more decentralized fed-
eralism, appealing to his party’s Reform wing with a free vote on gay
marriage and tough-on-crime legislation, while working to silence those
Reform voices that once embarrassed the party in urban Canada.

In the end, then, Stephen Harper practises strategic pragmatism. For
both strategic reasons and in the interests of party unity, Harper is now
more pragmatic than one would expect of a politician who was initial-
ly written off as “too ideological” He is a politician who knows what he
wants to accomplish. His record suggests that he is enough of an ideo-
logue that he would rather win one majority and introduce significant
policy changes than win three and not leave a clear legacy in terms of
the structure and character of governance in Canada. To appreciate the
possible consequences of a Harper majority, we must consider the na-
ture of the conservatism to which he personally subscribes.

What type of conservative?

One of the realities of party politics in Canada is that each of our par-
ties tends to represent a range of ideological perspectives. Of course,
this range of perspectives is most obvious when a party is out of power;
ideological differences are often submerged by the discipline of power.
On the partisan right, conflict over which variant of conservatism would
be predominant has been central to everything from leadership politics
to the rise of splinter parties (Reform) and the efforts to “unite the right”
under one party banner between 1998 and 2003.> Over the past quar-
ter century, there have been at least four conservatisms competing for
dominance on the partisan right.

o Economic conservatism is the free enterprise ideology of small
government and low taxes that is advocated by ideological
libertarians, neo-liberal free traders and the “Blue Tories” who
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have always wanted enterprise and economic logic to trump
politics.

« Social conservatism entails a commitment to traditional social
structures and morality. While often associated with evangelical
Christian politics, social conservatism is also rooted in the
traditionalism of classical conservatives and Blue Tories who are
predisposed against the embrace of rapid social change.

.

Conservative populism takes at least two forms. For some
libertarian-minded conservatives, populism is about democratic
processes that stress the importance of finding ways to hear the
unmediated voices of individual citizens. For others, populism

is about standing up against the élite in defence of the common
people. What is unique about conservative populism is its
definition of the élite as the entrenched welfare state bureaucracy
and special interests that speak for privilege-seeking minorities,
and the common people as hard-working taxpayers.

¢ Red Toryism is the more progressive conservatism that
has transformed the old Tory notion of noblesse oblige into
conservative support for the welfare state, and a willingness to
tame the free market by allowing social concerns and politics to
trump economic logic. Red Tories tend to be more comfortable
than economic conservatives with state programs to assist those in
need.

Stephen Harper’s core ideological commitments are rooted firm-
ly in the traditions of economic conservatism, and they have been for
some time. As a youthful supporter of the Progressive Conservative
party, Harper hoped Mulroney’s landslide 1984 electoral victory would
bring the politics of Thatcher and Reagan to Canada.> After the elec-
tion, he went to Ottawa to work for his local PC Member of Parliament,
Jim Hawks. It was not long, however, before he was disillusioned by the
lack of change Mulroney brought to the character and policies of the
federal government.

Unhappy in Ottawa, Harper returned to the University of Calgary,
where he met John Weissenberger, an equally disgruntled Progressive
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Conservative who would become one of Harper’s closest friends. The
two students began reading the works of influential neoconservative
thinkers and talking about what it would take to build a network of true
conservatives committed to transforming the PC party of Canada.>
Their ambition was to be involved in building a right-wing movement
capable of challenging the governing ideology of Liberal Canada.

Among the authors Weissenberger and Harper read was Friedrich
Hayek who, at the time, was a leading voice within the free market-ori-
ented Austrian school of economics. Echoing the Thatcherite claim that
“there is no such thing as society,” Hayek argued that what we call so-
ciety is a “spontaneous order” that emerges out of social and econom-
ic interactions between individuals. This deeply libertarian perspective
runs counter to both socialist and classical conservative ideas. It is also
the perspective that would come to underpin Harper’s growing commit-
ment to the importance of protecting individual social and economic
freedoms, restricting the size and reach of government, lowering taxes,
and providing constitutional protection of property rights.

By the time Harper abandoned the PCs to join Preston Manning
in the founding of the Reform party, he clearly identified with the lib-
ertarianism of economic conservatism.* Prior to the March 1987 con-
vention at which the decision was taken to found the new party —the
Western Assembly on Canada’s Economic and Political Future in
Vancouver — Harper and Weissenberger prepared an eleven-point
manifesto titled a “Taxpayers Reform Agenda.” It focused on changing
the character of Canadian politics (ending patronage, regional inequal-
ities, etc.) and committing to strong conservative principles and a “new
economy” of smaller government. It championed political reform and
economic conservatism and, according to Harper’s biographer, “offered
not the slightest hint of social or moral conservatism.*

It is a mistake, however, to ignore Harper’s relationship to social con-
servatism. It is true that the Conservative party’s deeply committed so-
cial conservatives “know Harper is not one of them” He has demonstrat-
ed that “[l]egislating right moral conduct isn’t his game”*” Still, there is
an under-appreciated place for “moral traditionalism” in Hayekian con-
servative thought. Libertarian commitments to individual freedom can
be read as hostile to any impediment to change (even when proposed
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by social traditionalists); all the same, many followers of conservatives
like Hayek view moral and social traditions as the collected wisdom of
the past, a wisdom that justifies nothing more than incremental and
gradual social change.

Lloyd Mackey is one of the few Harper observers to explore his re-
lationship to evangelical Christianity. Mackey describes the “United-
Presbyterian-raised” Harper as a one-time “religious skeptic” who only
“came to his faith” well into adulthood.*® He does not portray Harper
as a committed social conservative, but as an economic conservative
who believes that faith, compassion, and ethical judgment are central
to a well-functioning market economy.

Politically, Harper has worked to discredit portrayals of social con-
servatives as bigots, while people close to him have done the work asso-
ciated with encouraging these moral traditionalists to “let things happen
incrementally when the times are right”* Harper’s faith, his approach
to the Christian gospel, and his chosen place of worship now link him
to evangelical communities in a way that was not the case when he first
got involved in politics in the 1980s. He remains, however, far more of
an economic than a social conservative.

A lot is made of Stephen Harper’s disdain for the democratic tools
and trappings of conservative populism. Preston Manning wrote that
Harper has long-held reservations about the wisdom and value of grass-
roots consultation.®* But this populist critique of Harper misses the
point. Conservative populism is about much more than providing or-
dinary people with a voice in politics. Underlying any form of populism
is an ideological construction of a political cleavage that pits the com-
mon people against the powerful entrenched interests. In this respect,
Stephen Harper is at one with conservative populists.*

In the mid-1980s, Harper and Weissenberger read Peter Brimelow’s
The Patriot Game: National Dreams and Political Realities. This book,
which so inspired the pair that they purchased 10 copies to share with
friends, laid the foundations for Harper’s embrace of conservative popu-
list ideas.®> Brimelow wrote of Canada’s under-performance as an econ-
omy and as a nation. He painted the Liberal party of Canada as the vil-
lain behind Canada’s decline. Brimelow, like Harper at the time, singled
out the special treatment accorded the province of Québec as an import-
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ant source of unfairness and under-performance in Canada. In addition,
however, Brimelow borrowed from American neoconservatives such as
Irving Kristol, to paint a portrait of a “new class” of civil servants, aca-
demics, journalists, and cultural industry workers who thrived on pub-
lic sector interventionism and benefited from the very pathologies that
were undermining the Canadian nation.

Stephen Harper embraced much of Brimelow’s analysis in developing
his critique of the welfare state. When he made his public political debut
in a speech at the Reform party’s founding convention in 1987, Harper
articulated his populist critique of the welfare state:

The welfare state has placed unprecedented power in the centralizing
hands of the federal bureaucracy, both in terms of its new reaches into
Canadian life and its insistence on standardizing all policies and practi-
ces on a national scale. The welfare state has witnessed the phenomen-
on of greedy pressure-group politics reaching unprecedented depths.
The vested interests of the welfare state operate in the guts of govern-
ment decision-making machinery. Thus, their networks have been highly
successful in achieving constant growth for their programs and bureau-

cracies.?

The one group within Canada’s conservative family with whom
Harper has been unwilling to associate are those who continue to em-
brace Red Toryism. From his early days as a disgruntled Progressive
Conservative, Stephen Harper has often characterized the Red Tory
conservative establishment as his immediate enemy. In the 1980s, he be-
lieved it was Mulroney’s embrace of the left-leaning Red Tory tradition
that prevented a full-fledged neoconservative revolution in Canada.
When he ran for the leadership of the Canadian Alliance, Harper re-
jected any suggestion of unifying Canada’s two conservative parties so
long as Joe Clark remained Progressive Conservative leader.

In sum, then, Stephen Harper is, first and foremost, an economic
conservative. But he is an economic conservative who has made peace
with social conservatism. He is comfortable with an alliance of econom-
ic and social conservatism for two reasons. In part, it is because he is a
man of Christian faith with the associated moral values and an under-
lying streak of traditionalism. But also it is because many social and eco-
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nomic conservatives share a populist analysis of how a self-interested
progressive liberal élite has for many years undermined the social, eco-
nomic, and political interests of ordinary hard-working, tax-paying cit-
izens. They share, as Tom Flanagan argues, “a common enemy” in the
public sector-oriented political class of liberal intellectual and cultur-
al workers who “wish to re-make society according to its own ration-
alistic vision.s*

The company he keeps

For over two decades, Stephen Harper has chosen to associate with
people who are politically ambitious and deeply ideological. When
he first met Preston Manning in 1986, Harper was quick to jump on
board the project to launch the Reform Party of Canada. While working
for Manning and Reform, Harper met Tom Flanagan, the deeply con-
servative academic who remains one of his closest political associates.
Flanagan has taken a leadership role in several of Harper’s major polit-
ical campaigns and served for a time in Ottawa as his Chief of Staff.

Harper’s subsequent Chiefs of Staff have been Ian Brodie and Guy
Giorno. Brodie received his PhD in Political Science in Flanagan’s de-
partment at the University of Calgary. His dissertation supervisor was
Ted Morton, now one of the more right-wing members of Alberta
Premier Ed Stelmach’s cabinet. Giorno was a senior staff member in
the office of the premier of Ontario during the Mike Harris years and
was known for his capacity to provide central oversight to the Harris
team’s policy agenda (the Common Sense Revolution) as it worked its
way through the provincial bureaucracy.

Harper is known for his association with the “Calgary school” of con-
servative academics. While the ongoing importance of his ties to the
university are sometimes exaggerated, it was members of the Calgary
school, including Flanagan, Morton, and Rainer Knopff, who joined
Harper and conservative policy analyst Ken Boessenkool in the writing
of the infamous 2001 Alberta Agenda that encouraged Premier Ralph
Klein to embrace policies that would build a political “firewall” capable
of stopping an “aggressive and hostile federal [Liberal] government”
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from imposing big spending and interventionist policies that don’t re-
flect true Canadian values.®

In recent years, Harper has put considerable trust in the advice and
work of less ideologically-driven conservatives like Brian Mulroney and
cabinet ministers David Emerson and Jim Prentice. Harper is aware
of the strategic advantages associated with welcoming some non-Red
Tory elements of the old PC party into his inner circle. But, time and
again, he has placed most of his trust in individuals who were among
the neoconservative warriors of the 1980s and 1990s, including numer-
ous members of the Mike Harris team that designed and implemented
Ontario’s Common Sense Revolution.

For example, during the first Canadian Alliance leadership race,
Harper supported Tom Long. Like Harper, Long had done battle with
Red Tories in the 1980s. As a keynote speaker at the January 2000 con-
vention to launch the Canadian Alliance, Long lashed out at PC leader
Joe Clark, saying he is not a true conservative and has “no meaningful
record of accomplishments on promoting the things conservatives really
care about.”*® Members of the Harris team who now work closely with
Harper include federal ministers Tony Clement and Jim Flaherty (both
former members of Harris cabinets), Conservative House Leader Peter
Van Loan (former President of the Ontario PC party), and Harper’s new
Chief of Staff, Guy Giorno.

This picture of the company Stephen Harper keeps is decidedly in-
complete. But it reveals the extent to which Harper has chosen to asso-
ciate with many of the more ideological and deeply conservative mem-
bers of Canada’s conservative family. He has done battle with the more
progressive Red Tories, while simultaneously creating productive work-
ing relationships with influential economic and social conservatives.

Conclusion

Stephen Harper is an astute political strategist with a sharp mind and
a solid understanding of Canadian politics. He is far too strategically
pragmatic to be blindly ideological, but he is deeply committed to eco-
nomic conservative principles and unwilling to turn from his goal of
re-making Canada in his conservative image. While not known as a so-
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cial conservative, Harper needs the support of this influential wing of
Canadian conservatism, and he knows that political victory requires
social and economic conservatives to work together in political con-
tests against more progressive voices. Entrenched as he now is within
the Canadian political elite, Harper seldom articulates the views or an-
alyses of Reform-style conservative populism, but this world-view re-
mains a part of his ideological DNA.

Like many strategically minded political leaders, Harper is goal-ori-
ented, and he maintains control of his government’s policies and pol-
itical messages to ensure they align with achieving his goals. He hasn’t
wandered far from the ideological beliefs that first motivated him to
engage in politics. He surrounds himself with conservatives who share
his strong ideological beliefs and, when he compromises on policy or
the membership of his team, it is typically a strategic move designed to
bring him closer to winning a majority government.

To know what Harper would do with his majority, Canadians need
to understand his political and ideological character. This chapter has
examined Harper’s long record of engagement in conservative politics in
the hope that it will contribute to developing such an understanding.

38 The Harper Record



Chill Effect

Stephen Harper’s cold war on freedom of speech

Trish Hennessy

THERE IS THIS quintessential Stephen Harper moment, mercilessly
frozen in time by virtue of film, where early in his mandate as Prime
Minister of Canada he takes the advice of his communications staff and
allows television cameras to follow him to his son’s first day of school.

This is the day Canadians are going to see the human side of the man
who has just squeaked into minority government.

Harper’s son looks understandably nervous, stiff with the pressure
of outside eyes. It is one of those pained childhood moments where you
look to your parents and think: Make it go away or make it better. He
looks up at his dad, who is now bending toward him, hand outstretched
to deliver his son a brief, formal, cool...um...handshake.

Now, there are many options for fathers who send their children off
to school in this age of involved parenting. They could have held hands
the rest of the way. Or dad could have said goodbye with a reassuring
hug and a kiss. But Stephen Harper, ever the consummate profession-
al, chose the classic business handshake.

Stephen Harper’s public persona is not that of a warm and affable
man. He is considered a cool-headed strategist willing to do what it takes
to hang onto the reins of power and, while Canadians don’t expect their
Prime Minister to go around bear-hugging, there is such a thing as the
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Harper chill effect and it runs deeper than whether he is warm and fuzzy
with his own children in public photo opportunities.

The Harper chill effect has been evident from the very beginning,
and it has been consistent throughout his first two years in office. During
this brief period, Harper has used the court system to help silence foes,
critics, and generally anyone with whom the Prime Minister might
have a disagreement. It turns out this includes Elections Canada and
Canadians seeking equality justice, as well as his political opposition,
the Liberal party.

He has picked public fights with dissenting bureaucrats and shut
down normal bureaucratic flows of public information. He treats the
national press corps like a special interest group that has to be managed,
controlled, and contained. He has muzzled his own cabinet, elevating
this practice to new heights, and he swiftly implemented funding cuts
to groups which ensure ordinary Canadians have a public voice and ac-
cess to legal representation within the court system.

All this has been enacted with only minority government power at
Harper’s disposal. Left unchecked, the Harper chill effect threatens to
profoundly undermine the core institutions that ensure the health of
Canada’s democracy. It also gives a glimpse into changes Canadians
might expect should Harper secure a majority government.

As this chapter will demonstrate, the chill effect is rooted in two
unshakable realities: 1) The Prime Minister holds a deep, personal dis-
trust of traditional Canadian institutions, not the least of which is the
mainstream media; and 2) Harper’s personal style is more authoritar-
ian than it is democratic — a style that runs against the grain of modern
Canadian political leadership but is intertwined with what it means to
be an extreme Conservative in this day and age.

As an extreme conservative, Harper is often described as a hard-
right ideologue, but, tellingly, cognitive scientist George Lakoff says
that underneath the ideologue lies a set of hard core values. Lakoff says
extreme conservatives (in the United States, at least) ascribe to a moral

”1

worldview that is akin to “father knows best” where authority, discipline
and merit are cherished values that play themselves out in the day-to-

day of extreme conservative politics.
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Lakoff devotes an entire book relating his theory to the political style
of U.S. President George W. Bush, who frequently adopts the strict fath-
er model, applying tough love or meting out justice. This chapter illus-
trates how the theory applies to Stephen Harper as well, and is evident
in the Harper chill effect.

Loosening the promise of equality

Early into its mandate, in September 2006, the Harper government an-
nounced cuts to 66 federal programs totalling $1 billion>— cuts rem-
iniscent of the mid-1990s, when federal Finance Minister Paul Martin
claimed he had to pull out all the stops to keep Canada from hitting
the “debt wall”? But these were no ordinary cost-cutting measures, and
in September 2006 Canada could not pretend to be facing a debt wall.
In fact, the coffers were flush with cash and Canada was boasting one
of the lowest debt-to-GDP ratios in the industrialized world. There was
a $13.2 billion fiscal surplus and no clear and present danger to pub-
lic programs.

What was significant about these cuts was not so much the amounts,
but “what” got cut: groups that give voice to Canadians. Some of the core
cuts were delivered to the Court Challenges Program and to the Status
of Women Canada, which were both originally established explicitly
as part of the federal government’s role to protect minority rights and
to ensure all Canadians have access to fundamental justice. In fact, the
government of Canada’s own website* describes the Court Challenges
program as a non-profit organization “which was set up in 1994 to pro-
vide financial assistance for important court cases that advance lan-
guage and equality rights guaranteed under Canada’s Constitution.” It
has been a key tool for women and historically disadvantaged groups
to seek redress.

According to lawyer Alison Brewin, court challenges under this pro-
gram led to the recognition of pregnancy discrimination, ended the
practice of using what a woman wears as an argument for implied con-
sent in sexual assault trials, and banned discrimination based on sexual
orientation. “The Court Challenges Program is there to provide an im-
portant piece of democracy in our system,” Brewin said. “Access to our
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courts is essential for historically disadvantaged minorities to address
the sometimes discriminatory impact of majority rule”

Given the nature of the cuts, there was push-back from Canadians.
The Harper government responded by restoring the money it had taken
from the Status of Women Canada, adding a bit more, but, tellingly, it
removed the term “advocacy” from Status of Women’s mandate, refus-
ing to fund equality-seeking research and analysis.

Why the drastic cuts to programs designed to ensure equal voice
and fairness to all Canadians — rights embedded within our own con-
stitution? At heart, Harper hates the kind of government Canadians
have grown up with. He would prefer to dismantle Canada’s modern
Keynesian welfare state and he eschews the notion that government has
a supportive, nurturing, social role to play on behalf of its citizens. In
the extreme conservative world, people earn what they get on merit, and
they are individually responsible for making (or breaking) it. Harper’s
vision of government, the extreme conservative vision, is one of retribu-
tion, order, and civil obedience. It is more authoritarian in nature, less
democratic and more divisive: The kind that says you're either with me
or you're against me.

Harper also isn’t keen on open political debate. His government finds
public debate a threat to its goal of majority government. Canadians
have seen this kind of ideological fervour at the provincial level under
the Ontario Mike Harris government, the Alberta Ralph Klein govern-
ment, but never before on the national stage. On this stage, the Harper
government kneels at the altar of small government, a euphemistic term
that implies fewer public programs and far greater reliance on the private
sector to determine the Canadian agenda. It evokes a more American
way of running government. Funding cuts that limit the services gov-
ernment provides — services that might help Canadians challenge the
limits of an extreme conservative government — are fundamental to
Harper as he diligently builds a foundation for majority rule.

According to the Georgia Straight, independent MP Garth Turner,
who began his term as a Conservative member of Harper’s caucus, al-
leges the Prime Minister “threatened” MPs to remain silent and not op-
pose him on the funding cuts. Turner recalls a meeting where Harper,
in “strict father” mode, briefed his caucus on the budget cuts to the
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Court Challenges Programs and to Status of Women Canada. “He said,
“We have determined a series of cuts, expenditure cuts, which will be
announced. They have been determined. They are our position. And...
anyone [who] has got any problem with that — who says anything about
it —is going to have a short political career! He said that in caucus,’
Turner told the Straight. “It was a threat”® Muzzling his caucus and cab-
inet members is but one of many strategies Harper has employed in his
mission to centralize communications and maintain firm control over
his government’s plan to change government as we know it.

In caucus, Harper controls backbenchers with what is widely per-
ceived as a gag order to maintain the appearance of a unified political
party — despite well-known fissures. Major announcements come out
of the PMO’s office, generally, and not out of cabinet ministers’ offices.
Cabinet ministers who wish to speak to the media require “message
event proposal” approval by the Pm0’s office.” When a cabinet minister
gets unleashed, it’s so unusual it becomes part of the news.

To date, all have stood loyally in line, backbenchers and cabinet min-
isters alike, with the exception of defector Belinda Stronach, one who is
not easily intimidated, and maverick Garth Turner. Some contend this
is characteristic of all ruling governments: that keeping disenchanted
backbenchers in line has always been a leadership challenge. But con-
sider the internal fortitude required to hold together a party with two
radically different visions of the political right wing: the traditional blue
Conservative brand which sees a social role for government in public
society that is counterbalanced by the extreme conservative element
of the party — Stephen Harper’s wing — which detests the notion of an
active government promoting progressive ideas such as equality and
minority rights.

Within this harder core, Harper’s challenge has been to keep at bay
some who would like to turn back the clock on gay marriage, legal abor-
tions, women’s rights, and support for the poor. Keeping the extreme
conservatives quiet as a requisite to maintaining minority government
status has been one of Harper’s most significant chill effect operations;
his caucus has been obedient.

Chill effects only work if they’re supported by language and rationale
that make authoritarian actions appear reasonable. It is telling that the
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Harper government framed its first round of funding cuts as reducing
government “waste” —as if programs ensuring public voice and access
to justice could be dismissed in a media soundbite as wasteful. In fact,
many of the funding cuts were aimed at advocacy groups with no hist-
ory of “waste,” organizations big and small across the nation who oper-
ate on lean budgets, rely on the pro bono work of lawyers, and whose
raison detre is to give voice to vulnerable, powerless Canadians. Groups,
for instance, that provide legal services to poor people or that promote
programs to support women who are abused or struggling financially.
As a result of the funding cutbacks, a number of Canadian organiza-
tions have been forced to shift their mandates away from public advo-
cacy, a core element of a vibrant democracy, toward something the fed-
eral government might find worthy of funding.

Lining up the enemies

The funding cuts were one of several arrows slung by a government in-
tent on silencing its critics and maintaining complete and absolute con-
trol over its public service. It has led to some ugly and unprecedented
public battles between public servants and their Prime Minister. For in-
stance, in 2008, the Harper government unceremoniously fired Linda
Keen, president of the Canadian Nuclear Safety Commission, after she
imposed the closing of the Chalk River nuclear reactor. The closure re-
sulted in a temporary domestic shortage of life-saving medical isotopes
for cancer and cardiac diagnosis and other treatment, but there was
more to the firing than the brief shortage in nuclear capacity.

On the Hill, where politicians enjoy revelling in such controver-
sies, the story wasn’t so much about Keen’s firing as it was about the
ham-fisted treatment of public servants who happen to cross Stephen
Harper. “I have to tell you, it’s quite a story,” said Liberal environment
critic David McGuinty. “Anybody who seems to try to do their job in
this town these days...seems to lose it. These are the kinds of Republican
tactics this town has never seen before” McGuinty suggested that it was
part of a pattern that reminded him of the U.S. government’s witch hunt
for Communists following the Second World War.?
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Speculation sprouted ears, but, incredibly, it was the Conservative
booster paper, The National Post, which wrote:

Mr. Harper was unable to resist blaming the impasse...on Ms. Keen, who
he suggested was a Liberal partisan. Why he did this is open to conjec-
ture, but as the Post reported this week, Ms. Keen has made enemies in
the nuclear industry because she has imposed tough new international
standards on any new reactor built in Canada, in doing so hurting AECL’s
ability to sell new reactors to the government of Ontario. She has also
ended “pre-reviews” of new reactors, a process that warns operators if
there are fundamental barriers to them being granted operating licences.
Both measures have made AECL less attractive to potential investors at
a time when the government is mulling whether to sell off all or part of

the nuclear operator.®

“If there is a single Canadian public agency with an outstanding
international reputation, it is Elections Canada.”® And yet, in its harshest
assault on a public agency to date, the Harper government has launched
a law-suit against Elections Canada for supporting a search warrant to
raid Conservative party headquarters to make sure the party’s adver-
tising financing is on the level. In moments like this, it is often wise for
the sitting government of the day to welcome the transparency of open
scrutiny as an essential element of ensuring accountability. Not so in
Stephen Harper’s government.

The Harper Conservatives are not only suing Elections Canada, but
they also voted against a symbolic motion that would have expressed all-
party confidence in Elections Canada. “It means that they don’t have any
respect for what they are, a government, and that Mr. Harper doesn't feel
at ease with civil servants, with independent organisms, organizations
or offices, with journalists, with oppositions, in a word with democracy,
said Bloc Leader Gilles Duceppe of the Conservatives’ vote."

National Post political editor Kelly McParland wrote this about the
Harper government: “The thing is, if you expect to find enemies every-
where, you'll probably succeed”** Globe and Mail columnist Lawrence
Martin wrote: “Hardly a week goes by without the Conservative govern-
ment, with the subtlety of a dump truck, adding a delightful example to
its control-freak highlight reel”
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But this isn't the story of a control-freak out of control. This is the
story of someone who is diligently trying to choke the sources of com-
munication that do not reflect the Harper agenda. At times, it express-
es itself in foolhardy attempts: Trying to force the impenetrable, im-
movable Auditor General Sheila Fraser to allow central control over
her press releases was an act of pure folly. The Auditor General brought
down the seemingly teflon Liberal government under Jean Chrétien; she
is no shrinking violet.

Choking the information flow

Choking the information flow by quietly killing Canada’s Coordination
of Access to Information Requests System (CAIRS) has been one of
the more authoritarian attempts to stifle freedom of speech in Canada.
Access to Information is the way most Canadians can learn about the
hidden dealings of their government, and the requests system is a way
of channelling such requests. It is a bureaucratic, formalized way of ask-
ing questions and getting answers. It is essential to open, accountable
government — something Harper himself promised during the election
campaign. But it is yet another casualty of the Harper chill effect. Before
the Harper government decided to scrap CAIRS, it had been public-
ly criticized for taking too long to respond to requests and for heavily
censoring documents that revealed information the government didn’t
want made public.

The number of complaints received by the information commissioner
in 2007-08, for example, soared to 2,387 — more than 1,000 higher than
the previous year. The level is the second-highest on record, next to the

2,821 received in 1988 — 2,242 of those from a single complainant.*

The Canadian Association of Journalists, which isn’t prone to polit-
ical intervention, has expressed concern over the decision to shut down
the information registry. In a May 2008 news release, it wrote: “The cAjJ
believes the elimination of the cAIrs database is part of a disturbing
trend by Ottawa toward less openness toward government information,
a trend that could ultimately result in the public only getting the infor-
mation government wants it to know.s
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With the scrapping of cAIRs, the Harper government has revealed
the core of its playbook: Make sure your central staff has the power to
say yes or no to information. Make your core “leak-proof,” so the fort-
ress of government is hard to shake, rock, or topple. It is anti-democrat-
ic, authoritarian in its approach. In an earlier era, we would have de-
cried it as fascism or communism, take your pick. Either version hurts
the free flow of an open democracy. But governments can only get away
with drastic measures if they use words that make their extreme actions
feel reasonable. The Harper government’s explanation for rendering ac-
cess to information ineffectual: They said it’s no longer useful. Not use-
ful for whom?

The media as “special interest”

Every centrally controlled, authoritarian government in the world has
successfully choked the free flow of public information and clamped
down on a right that is seen as fundamental to Canada: Freedom of the
press. Stunningly, Harper has waged an unprecedented war on the na-
tional media, raising all manner of warning flags in the process. First,
a primer on Canadian journalism: In Canada, it is among the highest
journalistic honour to be given the right to report on the dealings of
our federal government. The profession’s cream tends to rise to the top
on Parliament Hill, creating an unwieldy group of smart, driven jour-
nalists who are not easily intimidated and who are skilled at squeezing
answers from the very best.

Communications experts have long advised their Prime Ministers:
Fight with the national press corps at your peril. But to understand
Stephen Harper is to understand that he holds a deep and long-abid-
ing distrust of the media. He treats the nation’s press corps as though it
were a special interest group whose dissenting voice must be silenced.
Since its inception, the Harper government has tried, overtly and prob-
ably in vain, to control, contain, and manage the news in ways not pre-
viously seen in Canada. Anaskis and Heer argue that Harper has tried
everything he knows to de-legitimize the media’s “role in holding his
government to account.
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It began almost as an inside joke, where in the early days of the
Harper mandate the most precarious job on the Hill appeared to be that
of Communications Director. Harper went through three directors be-
fore he finally landed on staunch Conservative communications advisor
Sandra Buckler, who was widely seen as one of his most trusted advis-
ors before she stepped down in the summer of 2008. Buckler has been
described as keeping “an iron grip” on the parliamentary press gallery,
which is how Harper likes it. Buckler’s treatment of the national press
gallery has been the subject of great debate — often by national repor-
ters who are disgruntled by obvious attempts to muzzle.

Early into Buckler’s job, the press gallery found itself fighting her at-
tempts to restrict journalists’ access to cabinet ministers, to withhold
basic statements by heads of state and premiers, to issue stock photos
for closed meetings instead of allowing photographers in, and to stop
holding the Prime Minister’s news conference in the national press the-
atre, favouring instead the freedom of the Commons foyer. CanWest re-
porter Meagen Fitzpatrick wrote:

Harper’s resistance to holding formal seated press conferences has been
one of many ongoing irritants between his office and the national press
gallery. The spats have escalated at times to the point where Harper has
said he will bypass the national media completely and only speak to lo-

cal media.”

According to the reporters themselves, it quickly became common-
place that journalists who report stories the Harper government doesn’t
like would find themselves frozen out of the Prime Minister’s media
loop. During an April 2006 news conference, Harper decided to over-
look the practice of media lined up to take their turn to ask questions,
ignoring a question by cBc reporter Julie Van Dusen and picking an-
other reporter in the audience instead. “Van Dusen was shocked. After
a stunned pause, she interrupted the Prime Minister, “Why are you ig-
noring the lineup? We're in a lineup, and I'm next’ Harper continued
to ignore her until the other reporter chose not to ask his question.
Van Dusen then asked her question, but Harper gave a very short an-

718

swer and left!
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After that incident, full-fledged press conferences in Ottawa became
a rarity. Veteran Hill reporter Hugh Windsor says something is differ-
ent under Harper: “Other Prime Ministers have always accepted the
press, but Harper’s essentially said, ‘Fuck you;” he explains.” Maclean’s
magazine reporter Paul Wells says Sandra Buckler is the first Prime
Minister’s Communications Director who won’t return most routine
phone calls from reporters looking for information.>* Even bureaucrats
who normally help to answer media questions have been forbidden to
do so under Harper.

A wave of fury over the Harper government’s treatment of the
media erupted in early 2006, when Harper imposed a media ban on
covering the return of the bodies of soldiers killed in the line of duty in
Afghanistan — a widely accepted American practice that is considered
greatly out of step in Canada.> Some speculated the media ban was im-
posed for political reasons, to minimize Canadians’ negative view of our
nation’s participation in Afghanistan, which moves Canada out of the
role of peacekeeper and into active combat.>*

Scott Reid, former spokesperson for Paul Martin, said, “It’s not so
much the decision they took...but the motivation... It was that they are
concerned that permitting these pictures to be published will lead to
deterioration in public support for the mission in Afghanistan” Reid
argued that the Conservative government has “torn a page from the
Bush White House”» In an emotional eulogy for his daughter, the father
of slain Canadian soldier Captain Nichola Goddard issued a stern rebuke
to the Prime Minister for barring the media from his deceased child’s
homecoming. Tim Goddard said he could “see no reason” why the media
should be kept away from ramp ceremonies at Canadian Forces Base
Trenton. “I find it troubling that the privacy decision means that we are
keeping the press outside the wire, where the bad guys are,” he said dur-
ing his daughter’s funeral.** The Toronto Sun, a media outlet that should
naturally be in sync with a Conservative federal government, warned in
an editorial: “This is about democratic freedom — the very thing we are
asking our soldiers to fight and die for overseas. Lest we forget.”
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A naughty or nice list

In March 2006, Embassy writer Sean Durkan reported on the press gal-
lery’s complaints that Buckler and Harper were trying too hard to con-
trol the press rather than let the press do its job.2 Durkan wrote: “...Ms.
Buckler made it clear she didn't care about any of the gallery’s concerns,
and indicated that even more plans were in the works to control the flow
of information to reporters and limit their access to government” In its
efforts to control the media, the Harper government began the prac-
tice of a central list where reporters were forced to sign up in order to
have a chance of covering a PMO story.

During an announcement on the controversial settlement to the soft-
wood lumber dispute, the PMO’s office decided to have Harper appear
in the foyer of the Commons for brief remarks. He made his statement,
then left the foyer without answering questions.

Later that evening, Harper called four parliamentary reporters from
three different news organizations and granted them interviews about
the softwood deal. All four had earlier told the pmo that they were pre-
pared to put their names on its list, though they had neglected to tell
press gallery officials of their decision. Two of the reporters were em-
ployed by CanWest Global, the country’s largest media chain, which has

now instructed all its correspondents to sign the pmo list.”

Toronto Star Parliament Hill reporter Richard Brennan, known in
political circles as “The Badger” because he is tenacious, says that, when
it comes to controlling the media, Harper is simply taking a page out of
the Republican handbook in the U.S. In October 2007, Brennan said:

Nothing Mr. Harper does surprises me. He is all about control — con-
trolling the message and his own caucus. Do I find it threatening? I most
certainly do. Any time a politician attempts to subvert freedom of ex-
pression, it is a matter that should be of concern to every Canadian...
Reporters are appalled, but again not surprised. The reporters on the

Hill are used to the PM’s bully tactics by now.®

)«

The Toronto Star’s editorial writers refer to Harper’s “obsession with
controlling the message, and his penchant for secrecy” as though it’s
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simply how Canada’s Prime Minister does business. Control and secrecy
are the waters Harper swims in. The Vancouver Province’s Alan Ferguson
refers to it as Harper’s “ill-concealed contempt for the media.’*

At one point, in May 2006, about two dozen national reporters
walked out of a Harper press conference to protest his muzzling tac-
tics.® For his part, Harper blames the national media, accusing them of
being biased against him. He prefers local media, where he feels he has
greater control over the message. “Unfortunately, the press gallery has
taken the view they are going to be the opposition to the government,’
Harper told London’s A-Channel TV. “They don't ask questions at my
press conferences now. We'll just take the message out on the road.
There’s lots of media who do want to ask questions and hear what the
government is doing for Canadians, or to Canadians. So we’ll get our
message out however we can.*

In a cBC online article entitled Spin Class, Part 2: How Stephen
Harper Beat the Press Gallery, Ira Basen unpacks the government spin
behind the media debacle. The government has framed the issue as try-
ing to bring “order” to a practice that is “chaotic” and an institution that
is outdated. Claiming the national media are dominated by “left-wing
ideologues,” Harper asserted that breaking up media control over what
is determined as news on the Hill would be “helpful for democracy” He
said: “I've got more control now... I'm free to pick my interviews when
and where I want to have them.** In reality, Harper has blatantly put into
motion a strategy to bypass the media filter and instead secure media
coverage that favours his agenda, rather than questions it.

He has turned to sympathetic newspapers and radio talk shows, direct
emails, websites, friendly blogs and podcasts... According to one survey
in an online magazine, Harper’s podcast is the fifth most downloaded
podcast in the country. Check out the official Prime Minister of Canada
website at www.pm.gc.ca and the Conservative party website at www.
conservative.ca and see if you can tell which is funded by taxpayers and

which is a party organ.’

His distrust of media — of a free and unrestricted press —isn’t the
only example of Harper’s chill effect. Media pundits talk openly of the
Prime Minister’s dislike of the culture in Ottawa: “[He] seems to dis-
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trust many of Canada’s national institutions.”*® But when it comes to
Canada’s military, the Harper government is frequently orchestrating
American-style photo-ops with soldiers in the background. In a discus-
sion dissecting whether the Harper government was taking the military
photo-op too far, cBc television’s Peter Mansbridge’s At Issue panel on
May 15, 2008, seized upon Harper’s systematic attempts to control the
media and attack anyone who might present an opposing viewpoint.

Toronto Star columnist Chantal Hébert explained the Harper meth-
od by pointing out his party’s oppositional roots: “We have a govern-
ment currently that is having a really hard time getting rid of its oppos-
ition mentality...even in power after two years, the Harper Conservatives
still act like an opposition, but with a lot more power.’s” Pollster Allan
Gregg agreed, calling Harper’s controlling, manipulative actions “unique
behaviour” for a federal government. He noted the populist roots of
this particular Conservative government, saying, “if you are a populist
you have an anti-establishment” mentality, and “the best way to deal
with them is to attack before they attack us” National Post columnist
Andrew Coyne defended the Conservatives, saying they merely want
to oust the Liberal machinery within the public service and replace it
with their own.

Canadian Press Ottawa Bureau Chief Rob Russo said the government
is so wary of its public servants that it views the public service as part
of its opposition, rather than as potential architects for future policy-
making. The result, Russo said, is an atmosphere of fear and tight lips
within the federal public service. “I think they’re terrified;” he said, “and
those that aren't terrified are leaving”

Conclusion: What this really means

The Harper chill effect is a by-product of an extreme Conservative run-
ning a democratic country in which freedom of expression, as well as be-
lief in a welfare state that ensures government exists for the greater pub-
lic good over individual benefit, are still strongly held social values. The
chill effect is a reflection of Harper the man: authoritarian, controlling
in style, distrusting of public institutions, and ideological to the bone.
As Prime Minister, Harper has taken a few pages out of the American
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Republican playbook, where the leader of the country behaves like “fath-
er knows best” and does what it takes to bring dissenters in line.

The Harper chill effect has crept into how his government frames
important public policies that are quietly changing the nature of
Canada — changes that aren’t publicly debated and considered. Above
all, the iceberg beneath the Harper chill effect masks a profoundly rad-
ical political agenda, but also an authoritarian implementation of that
agenda.

Why risk the most stable minority government status in history and
the opportunity to act as though you have majority rule? Upon review,
there is a surprisingly long list of examples illustrating not only the
Prime Minister’s fundamental “contempt for Canadian institutions”s
but also a list of aggressive, authoritarian actions which threaten the vi-
brancy of Canadian democracy. It reveals Harper’s deep-seated desire
to change Canada as we know it.

As political scientist David Taras suggests, every prime minister tries
to set his own agenda and control spin, but Harper has taken the prac-
tice to new heights. “What we’re seeing here is a degree of control with-
in the government, within the caucus...that we haven’t seen for a very
long time;” Taras said.* This attitude comes with a price tag. In terms of
the Harper government’s popularity, Taras predicts Harper’s “zeal for
message control” will take a political toll on the party:

You can only control events for so long, you can only manipulate for so
long, and ultimately I think this has harmed the Harper government to
the extent that Harper’s image has become ‘Mr. Partisan, Mr. Mean, Mr.
Control Freak! It’s just got to a point where control is the image of what
his government is. That’s damaging... You wonder what they’re running

from and what they're afraid of.

The question is: Have Canadians been paying close enough attention
to Stephen Harper and his strong-arming tactics — or will the stern fath-
er figure get a free pass for displaying something that looks like leader-
ship but threatens the health of our democracy? Only time will tell.
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The Conservative Tax Record

More of the same, or a turn for the worse?

Andrew Jackson and Erin Weir

A PROGRESSIVE TAX system and strong public fiscal capacity are need-
ed to secure a more equal and inclusive society. In Canada, wages and
market income are very unequally distributed, but the tax and transfer
system redistributes income from the more to the less affluent. Taxes
also finance public services — such as health care and education — that
benefit all Canadians regardless of income. Countries with relatively
high taxes as a share of national income also have higher levels of pub-
lic social spending and, as a result, have much narrower income and op-
portunity gaps between rich and poor.

In recent years, Canada’s rising corporate profits and worsening per-
sonal-income inequality have been amplified by lower, less progres-
sive taxes and reduced social spending.’ As a share of Gross Domestic
Product (GDP), pre-tax corporate profits rose from 8% in the 1990s to
above 13% since 2004. After-tax corporate profits doubled from 5% in
the 1990s to 10% since 2004. The richest 1% of taxpayers increased their
share of total pre-tax income from 8.6% to 12.2% between 1992 and
2004.> An important Statistics Canada report that carefully documents
the rise of after-tax family income inequality finds that, between 1996
and 2004, the main driver was changes to the tax/transfer system.?

This chapter examines the federal corporate and personal tax cuts
implemented since 2000, evaluates recent Conservative restructuring
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of the personal tax system, and compares the Liberal and Conservative
records on taxation.

Corporate tax cuts

Budget 2000 cut the general corporate income tax rate from 28% to 21%.
Budget 2003 extended this cut to resource companies and began phas-
ing-out the corporate capital tax. Budget 2005 proposed to eliminate
the corporate surtax by 2008 and to further cut the general rate from
21% to 19% by 2010. The NDP, which then held the balance of power in
Parliament, re-negotiated the Budget to delete these corporate tax cuts
and to invest the revenues retained in public programs. Notwithstanding
its arrangement with the NDP, the Liberal government used the 2005
Economic and Fiscal Update to reinstate the corporate tax cuts origin-
ally proposed in the Budget and to eliminate the federal capital tax in
2006, two years ahead of schedule.

In Budget 2006, the Conservative government confirmed the cor-
porate income tax cuts from the 2005 Update, reduced the small busi-
ness rate to 11% by 2009, and made more profits eligible for this prefer-
ential rate. The October 2006 Tax Fairness Plan pledged a general rate
of 18.5% by 2011. However, the relentless campaign for more corporate
tax cuts ignored these sharp reductions. In June 2007, for example, The
Globe and Mail’s Report on Business ran the following headline: “Taxes
are Falling, but Not Here”

In September 2007, Jack Mintz moved the goalposts again by calling
for a combined federal/provincial corporate tax rate of “roughly 20%"*
The following month’s federal Economic Statement proposed a com-
bined rate of 25%. The Government of Canada pledged to cut its own
rate to 15% by 2012 and is asking provincial governments to cut their
rates to 10%. The federal small-business rate dropped to 11% in 2008, a
year ahead of schedule.

Lower corporate taxes are supposedly needed to make Canada inter-
nationally competitive. However, when the Conservatives took power
in 2006, combined federal/provincial corporate tax rates were already
well below the U.S. average, among the lower half of G-7 countries, and
only two percentage points above the world average.° Nevertheless, the
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Conservatives decided to cut federal corporate tax rates by seven per-
centage points.

KPMG's 2008 Competitive Alternatives report constructed an index
of corporate income taxes, other business taxes and employer payroll
taxes for 10 countries. Based on tax rates announced for the coming
decade, kPMG concluded that Canada will be tied with the Netherlands
for the second-lowest business taxes. Only Mexico will have (slightly)
lower business taxes. The other G-7 countries and Australia will have
significantly higher business taxes than Canada.®

These huge corporate tax cuts have not stimulated additional in-
vestment. As a Statistics Canada paper observes, “Over much of the
last decade, corporations as a whole have been posting record profits.
Meanwhile, business fixed capital investment has been relatively slug-
gish in recent years”” Similarly, TD Bank notes that the ratio of busi-
ness investment to profits has fallen to an all-time low.?

Gross investment by private corporations currently equals about
10% of GDP, only slightly above the level that it has consistently aver-
aged since the 1960s. In other words, gross investment (which includes
depreciation) approximately equals after-tax profits (which exclude
depreciation). Historically, non-financial corporations took out loans
and sold stock to fund investment in excess of internally-generated
funds. Corporate tax cuts have contributed to a reversal of this pattern.
Today, non-financial corporations lend surplus funds to households and
“issuance of common stock by Canadian companies has turned negative
for the first time since the 1960s”° The C.D. Howe Institute, an organ-
ization committed to tax cuts, argues that Canada has comparatively
high marginal effective tax rates (METRs) on capital. In calculating this
measure, the Institute excludes local business taxes, which are particu-
larly low in Canada, and research and development tax incentives, which
are particularly generous here. It includes inventories, which Canadian
tax-accounting rules subject to a particularly high METR. However, fixed
capital such as machinery and equipment is what matters most for pro-
ductivity and economic growth.

Marginal tax rates are not the appropriate measure of international
competitiveness. An investor deciding where to locate a facility is con-
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cerned about the investment’s total tax liability (i.e., the average tax rate),
not the tax on the last dollar invested (i.e., the marginal rate).

Even if METRS were the appropriate measure, across-the-board ciT
cuts are not a cost-effective way of reducing METRs. Finance Canada’s
Budget Plan 2007 indicated that its permanent Capital Cost Allowance
(cca) changes, which are projected to cost $145 million in 2008, will
reduce Canada’s METR almost as much as the Budget 2006 cIT cuts,
which are projected to cost $3 billion in 2008.

Budget 2007 also introduced a temporary accelerated cca for
manufacturers at a cost of $1.3 billion over three years. The C.D. Howe
Institute recently revealed that this measure, along with similarly tar-
geted provincial incentives, dramatically reduced Canada’s overall METR
on capital from 37% in 2006 to 31% in 2007.” Not surprisingly, measures
tied to new investment have relatively more effect at the margin.

The U.S. government taxes American corporations on a worldwide
basis. Profits from the Canadian subsidiaries of American corporations
repatriated to the U.S. are subject to American tax minus credits for
Canadian tax paid. Therefore, if effective tax rates are lower in Canada
than in the U.S., American-controlled corporations pay the difference
back to the U.S. government. Japan and the United Kingdom also tax
their corporations on a worldwide basis. Further c1T rate reductions
and/or targeted tax incentives could simply transfer revenues from the
Canadian treasury to foreign treasuries.

Canadian rates are well below American rates, but only the U.S. fed-
eral rate applies to profits repatriated from Canada. Clearly, the U.S. fed-
eral rate already exceeds the overall Canadian rate in lower-tax prov-
inces. Any further c1T cuts could cause most Canadian subsidiaries of
American corporations to pay U.S. tax.

Personal tax cuts

The 2000 Budget and Economic Statement cut personal tax rates from
29% to 26% on income from $61,000 to $100,000, from 24% to 22% on
income from $30,000 to $61,000, and from 17% to 16% on income under
$30,000. Then Finance Minister Paul Martin also eliminated the 5%
high-income surtax and reduced the proportion of capital gains subject
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to tax from 75% to 50%. Taxable capital gains (outside of tax-exempt pen-
sion plans and RRsPs) are overwhelmingly concentrated in the hands of
the very affluent. Mackenzie calculates that about one-third of the value
of the 2000 income tax cuts went to the richest 5% of taxpayers."

By enabling provincial governments to set their own rates and brack-
ets instead of setting provincial taxes as a percentage of federal taxes,
Martin also facilitated inequitable provincial tax changes. For example,
Alberta implemented a flat tax and New Brunswick has proposed one.*
Murphy, Roberts and Wolfson calculate that the federal-provincial ef-
fective tax rate for the richest 0.01% of taxpayers (with average incomes
of $5.9 million in 2004) fell from 42% to 31% between 1992 and 2004.

The 2005 Economic and Fiscal Update proposed to cut the bottom
income tax rate to 15% immediately, as well as to cut the middle two
rates by 1% and raise the threshold for the highest rate to $200,000 by
2010. The Liberals also promised to raise the basic personal credit to
$10,000 and to institute a modest employment tax credit.

In the 2005-06 federal election, the Conservatives campaigned on
cutting the GsT from 7% to 6% immediately, and to 5% within five years.
Their other major personal-tax promise was to exempt “reinvested” cap-
ital gains from taxation (Stand Up for Canada, January 2006). The first
Conservative budget cut the GsT to 6%, raised the basic personal credit
to $10,000, and cut the lowest income tax rate to 15.5% in 2006 and 15%
in 2007. Budget 2006 also introduced several new non-refundable tax
credits, including an employment tax credit similar to the one prom-
ised by the Liberals and a child tax credit worth up to $300 per child
under 18 at an annual cost of $1.5 billion. Most progressives believe the
money would have been better spent on improving the targeted refund-
able child tax credit.

In November 2006, the Conservative government unveiled an eco-
nomic strategy (Advantage Canada: Building a Strong Economy for
Canadians, November 2006) that unsurprisingly gave pride of place to
establishing “Canada’s Tax Advantage” and called for “lower taxes for all
Canadians and the lowest tax rate on new investment in the G-7” Even
Conservative politicians are usually somewhat coy about cutting taxes
for the very affluent, but Advantage Canada went beyond the populist
promise of tax cuts for all Canadians embodied in the headline-grab-
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bing pledge to cut the GsT. It clearly called for lower marginal and ef-
fective tax rates on the “highly skilled” — described as those making
more than $120,000 per year. It is worth noting that the text and chart
in the paper on the need for lower taxes for “highly skilled workers”
were almost identical to those found in the Liberals’ 2005 Economic
and Fiscal Update.

Advantage Canada also called for reduced savings on savings and
investment income, including capital gains. High taxes on high earn-
ers and investors were seen as disincentives to work and savings. These
claims have been routinely made in recent federal Budgets introduced
by Liberals and Conservatives alike, even though the consensus of the
academic literature is that high tax rates on the rich have very little im-
pact on their work effort or savings.*

Budget 2007 promised to devote all future interest savings from debt
repayment to reducing personal income taxes. Budget 2008 cut the GsT
to 5%, well ahead of schedule. Lowering the GsT by two percentage
points will cost over $12 billion per year of foregone revenues, eliminat-
ing much of the underlying federal government surplus. As a result, the
2008-09 Budget is now widely believed to be barely in balance.

While derided by right-wing economists as an inefficient tax cut in
terms of increasing those all-important incentives to work and invest,
the GsT cut has resulted in tax savings across the income spectrum,
with the largest proportional impacts among middle income groups.
(The poor usually pay a bit less than average in GST since they spend
more than average on tax-exempt essentials such as food and shelter,
and receive the GsT credit, while the very affluent tend to save rather
than spend a significant proportion of income.) Most progressives be-
lieve that the small tax savings dispersed across the tax-paying public
would have been better directed to child care, urban and environmental
infrastructure, or other programs. However, no major opposition party
has endorsed the idea of restoring one or two points to the GST to re-
build the lost fiscal capacity.
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New directions in personal taxation

The Conservatives have also undertaken three initiatives which, while
not having major fiscal implications to date, could gradually change the
overall personal tax system moving forward. There has been at least ten-
tative movement to shifting to a family-based income tax system; and
to further exempting investment income from tax through Tax Free
Savings Accounts. The Conservatives also introduced a Working Income
Tax Benefit, as promised by the Liberals, which could grow to signifi-
cance over time.

Finance Minister Jim Flaherty has made pension income divisible
between spouses for tax purposes. As documented by the Caledon
Institute, this initiative “will provide windfall benefits to some of the
wealthiest seniors, only modest benefits to middle-income seniors, and
nothing at all to the poorest of Canada’s elderly.*

Flaherty has also mused about making all income divisible for tax
purposes. This proposal would cost about $5 billion and would be sim-
ilarly inequitable. By definition, single parents, unattached individuals,
and families without income would not be eligible.

Because the spousal tax credit already equals the basic personal cred-
it, couples could take advantage of income-splitting only if one spouse
is in a higher tax bracket than the other. In other words, at least one
spouse would have to be making more than $37,000 annually. If both
spouses make less than this amount, they could not benefit from in-
come-splitting.

By far the greatest gains would accrue to rich people whose spouses
stay home. For example, a single-earner family with an income of
$240,000 or more would retain an extra $9,000 in unpaid federal
tax.’s

In 2004, taxpayers making more than $250,000 declared $11 billion
in capital gains, or 43% of the total amount of taxable capital gains in-
come, and $6 billion or 36% of all dividend income. Most of the rest is
declared by those with much higher than average incomes of more than
$100,000 per year. Other investment income such as interest income is
a bit more widely distributed, especially among seniors, but the essen-
tial reality is that very few middle- and lower-income individuals and
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families have significant savings and investments outside of tax-shel-
tered pension plans and RRsPs. (In fact, only about one in four private
sector workers now has an employer pension plan, and most ordin-
ary Canadians have only contributed a small amount of their allowable
savings to an RRsP.) Lighter taxation of investment income — like the
Liberal government’s cut in the inclusion rate for capital gains and in-
creases in the contribution limits for tax-sheltered RRsPs— thus over-
whelmingly benefit very-high-income individuals and families, and re-
duce the progressivity of the personal income tax (itself the only pro-
gressive element of our tax system).

The 2006 Conservative election campaign promised to eliminate
capital gains tax on the sale of assets when the proceeds are reinvested
was likely dropped (or perhaps just deferred) due to the cost and com-
plexities of implementation. Instead, the 2008 Budget introduced Tax
Free Savings Accounts (TFsAs) which will likely prove a Trojan Horse,
initially innocuous, but dangerous in the long-term as the hidden re-
ality emerges.

From age 18, anyone will be able to save up to $5,000 per year (rough-
ly indexed to inflation) in a TFSA. Any money removed can be re-con-
tributed as savings room accumulates, so the total limit in 10 years will
be $50,000 plus any inflation adjustment. All income earned in TESAS,
as in RRsPs, will be exempt from taxes. While contributions will not be
tax-deductible, there will be no taxes on withdrawals.

A modest tax exemption for some savings income makes some sense.
Anti-poverty activists have long noted and deplored the fact that sav-
ing by many older lower-income workers approaching retirement is
punished, since income from savings is clawed back from the income-
tested Guaranteed Income Supplement to Old Age Security after they
turn 65. This could be remedied by exempting modest savings from so-
cial program clawbacks.

At the other end of the income spectrum, however, the very afflu-
ent can and do accumulate investments above and beyond their pen-
sion and RRSP savings, and would be in a position to invest $5,000 each
and every year in a TFSA. Over 20 years, a couple who maximized con-
tributions and earned income at a 5% rate within this vehicle could ac-
cumulate a non-taxable fund of well over $300,000, and earn untaxed

64 The Harper Record



investment income in excess of $7,500 a year. If the scheme becomes
a permanent feature of our tax system, more and more investment in-
come will be stored in TEsAs, and the loss of revenue for Ottawa in a
“mature” system will likely be far more than the $3 billion per year esti-
mated in the Budget. And the financial industry will have a new vehicle
to sell and on which to collect fees.

It is worth noting that Jack Mintz, former president of the C.D. Howe
Institute and a huge fan of Tax-Free Savings Accounts, suggests essen-
tially the same thing in the April 4, 2008 issue of Canadian Business
Magazine:

Flaherty was able to bring in a substantial tax reform at little fiscal cost
to the government for the next few years. The real cost will be down the
road, when many seniors will have untaxed investment income shel-
tered in the TEsA. Of course, someone else will be in power by then, and
Flaherty’s new account will make life a lot tougher for tax-and-spend

governments in the future.

The Conservatives introduced a small Working Income Tax Benefit
(w1TB) in the 2007 Budget, worth a maximum of $500 for single per-
sons earning between $5,500 and $9,500, with lesser amounts for those
just below and just above these limits. The maximum rises to $1,000
for couples and single parents. Such a measure, almost identical in de-
sign, had been put forward for discussion purposes in the 2005 (Liberal)
Economic and Fiscal Update. The hopes of some social advocates that
the wiTB would be ramped up over time, on the model of the Canada
Child Tax Benefit, were dashed when the 2008 Budget failed to imple-
ment any increase.

While income supplementation of very low wages can indeed help
people leave social assistance for paid work and raise the incomes of
the working poor, such schemes, according to the oEcD, have the po-
tential to function as a subsidy to low-wage employers unless they are
twinned with a decent minimum wage floor.”” Yet the Conservatives
have failed to act on the recent recommendation of the Federal Labour
Standards Review that the federal minimum wage should be reinstat-
ed at $10 per hour.
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Conclusion

Has the Conservative tax record been more of the same or a turn for
the worse? On corporate taxes, it has clearly been more of the same.
Indeed, the first round of Conservative corporate tax cuts were taken
directly from the previous Liberal government’s 2005 Budget and Fiscal
Update. The new Liberal leader, Stéphane Dion, has committed to slash
corporate taxes “deeper than the Conservatives.”® His Green Shift pro-
posal includes cutting the federal corporate tax rate to 14% from the
Conservative government’s proposed rate of 15%.

On personal taxes, the Conservatives have pursued a different ap-
proach than their Liberal predecessors. However, it is debatable whether
this approach constitutes a turn for the worse. The Conservative focus
on cutting the GsT has distributed tax savings more equitably than pro-
posed Liberal income tax cuts. On the eve of electoral defeat, the pre-
vious Liberal government promised to reduce the 22% rate to 21%, re-
duce the 26% rate to 25%, and raise the threshold for the 29% top income
tax rate from $116,000 to $200,000 in 2010, at an annual cost of $2.7
billion in lost revenue. Dion’s Green Shift revives the first two of these
proposals. To date at least, the Conservative approach has been to dir-
ect modest income tax savings to a broad spectrum of “ordinary work-
ing Canadians” rather than to higher-income earners.

The Conservatives have also pursued some new directions in person-
al income taxation. While the Working Income Tax Benefit is a modest-
ly progressive initiative, income-splitting and TFsas are definitely turns
for the worse. However, the leading parliamentary advocate of expanded
income-splitting, MP Garth Turner, is now a member of the Liberal cau-
cus. There is some continuity between Liberal initiatives to shelter in-
vestment income from tax, such as higher ceilings on RrRSP contribu-
tions and lower inclusion rates for capital gains, and TESAs.

Of course, a critical test of tax policy is how much revenue it gen-
erates to finance important public priorities. Table 1 shows federal rev-
enues overall and by source as a share of the economy (Gpp). This is a
more useful measure of major changes than dollar amounts, since seem-
ingly large tax changes measured in terms of dollars often turn out to
trivial as a share of the economy. Revenue changes, of course, reflect
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TABLE 1 Federal expenditures and revenues (% of GDP)

Actual
1993—-94 1997—-98 2005—-06 2006-07
(Conservative
(Liberal Government) Government)
Programexpendlturelﬁg it 130 A 127 S 130 AN
Total revenues 17.0 13.0 16.2 16.3
of which
Tax revenues 12.8 14.6 13.5 13.7
Personal Income Tax 7.6 8.5 7.5 7.6
Goods and Services Tax 2.2 2.2 2.4 2.2
Corporate Income Tax 1.3 2.4 2.3 2.6
Forecast
2007—-08 2008—-09 2009-10 2010-11
Progrém expeﬂditures A 132 131 132 131 i
B 12.0 12.0 12.0 11.9
Total revenues A 16.0 15.3 15.3 15.2
of which B 14.8 14.7 14.6 14.4
Tax revenues A 13.4 12.8 12.8
Personal Income Tax A 7.4 7.5 7.6
Goods and Services Tax A 2.0 1.7 1.7
Corporate Income Tax A 2.8 2.3 2.2

NOTES Forecast A is from the 2008 (Conservative) Budget. Forecast B is from the
(Liberal) November 2005 Economic Statement.

SOURCES Budget Plan 2008. Table 5.4. p. 201, Table 5.5 p. 205; November 2005
Economic and Fiscal Update. Table 1.4. p. 15; Department of Finance Fiscal Reference
Tables. September 2007. Tables 3 and 4.

the interaction of the tax structure and the state of the economy, but
the period considered has been (until very recently) one of fairly steady
economic expansion and buoyant federal revenues. Data are provided
for 1993—94 when the Liberals took office; 1997—98, when the feder-
al deficit was eliminated and surpluses began to emerge; 200506, the
last year of the Liberal government; 2006—07, the first fiscal year of the
Conservative government, and for 2007—08 through 2010-11. For these
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latter years, the Table provides the current fiscal forecast from the 2008
Budget and that of the November 2005 Economic Statement, reflecting
the Liberal agenda forecast forward.

Looking first at the Liberal period, the federal revenue share of Gpp
fell, by a significant two percentage points of GDP from the high point
in 1997-98, though by a more modest 0.7 percentage points of GDP over
their entire term. In the Conservative period, the revenue share is fore-
cast to fall by 1.1 percentage points of GDP from 2006—07 to 2010—11.
Over this period, the Liberals had anticipated an even greater decline
of federal revenues as a share of GDP, a total of 1.9 percentage points.
Given that one percent of GDP today is equivalent to $15.6 billion, this
amounts to a very large difference in fiscal capacity. While the two per-
centage-point cut to the GsT has, in itself, clearly cut federal fiscal cap-
acity moving forward, the fact remains that federal revenues in 2010-11
are now forecast to be significantly higher than was the case under the
last Liberal fiscal plan.

It is also interesting to note that total program expenditures as a
share of GDP have been and are forecast to remain almost constant as
a share of GDPp, while the Liberal period saw a very sharp cut of 4.1 per-
centage points in the deficit-cutting period to 199798 (by far the lar-
gest reduction of any OECD country in recent years), and a further mod-
est decline of 0.3 percentage points thereafter. There have, of course,
been shifts in spending under the Conservatives — notably to transfers
to the provinces and security spending, and away from federal social
programs — and their spending priorities have not matched progressive
priorities as registered in the ccpa’s Alternative Federal Budgets.

Much of the decline in revenues under the Liberals was accounted
for by lower Employment Insurance premiums and lower excise taxes.
The personal income tax share of GDP, however, was cut from a high
of 8.5% in 1997—98 to just 7.5% in 2005-06 (at a cost of roughly $15 bil-
lion per year in annual revenues), and was expected to fall further due
to the tax cut package in the 2005 Economic Statement.

The impact of the Martin personal income tax cuts of 2000 on rev-
enues were considerable, even though they were offset in significant
part by the fact that most of the income gains of the past decade went
to high-income earners in correspondingly relatively high tax brackets.
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While taxes on the affluent have fallen as a proportion of income, they
still pay higher than average effective tax rates.

Conservative tax cuts have reduced the Canadian tax system’s cap-
acity to redistribute wealth and raise revenue for public purposes. On
the whole, this approach represents a continuation of previous Liberal

policy.
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Backsliding

Manufacturing decline and resource dependency under Harper

Jim Stanford

THE STEPHEN HARPER government has presided over a dramatic re-
structuring of the sectoral make-up of Canada’s economy. The national
economy is becoming more dependent on the production and export
of natural resources, especially petroleum. Meanwhile, the manufactur-
ing sector — the industry which transforms natural resources into more
useful, valuable products — has been in recession almost since the day
Harper took office. Several dramatic changes related to this sectoral re-
structuring include a record-breaking inflow of foreign direct invest-
ment, mostly aimed at takeovers of Canadian-owned resource com-
panies, the flight of the Canadian dollar to parity with the U.S. dollar,
and the shift of all net new job-creation to service industries, mostly in
the private sector.

This restructuring has both its “positive” sides and its “negative”
sides. Some sectors of the economy, led by resources, are vibrant and ex-
panding. Others are contracting and retrenching. The whole restructur-
ing process is driven — unsurprisingly, since Canada’s is a profit-driven,
capitalist system — by the quest for maximum profits by private busi-
nesses and investors. In particular, absolutely phenomenal profit rates
in resource industries (again, especially petroleum), the result of sky-
high global commodity prices, are the driving force behind all the sea
changes noted above.
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Overall gpP growth and job-creation numbers seemed relative-
ly positive at first, but have more recently turned negative: indeed,
Canada’s real GDpPp, adjusted for inflation, began to decline in the be-
ginning of 2008, possibly heralding the arrival of recession.’ And, apart
from the near-term damage resulting from the loss of hundreds of thou-
sands of manufacturing jobs and the potential for a broader recession,
this powerful resource-led restructuring should spark intense concern
among Canadians regarding our long-run economic stability and pros-
perity, our role in the world, including our geopolitical security as an
energy exporter, our environment, and our federation.

This historic structural change in Canada’s economic make-up was
not directly “caused” by the Harper government. It reflects the impact
of global changes in commodity prices, in energy markets, and in manu-
facturing trade on a national economy which has been organized, long
before Harper came to office, around the operating principle that most
major economic decisions will be made on the basis of maximizing cor-
porate profits. But the Harper government’s general ideological and
policy orientation has clearly ratified this general worrisome direction
in our national economic evolution.

The Harper team fully accepts an economic regime in which “free”
business decisions, motivated by the hunt for more profit, shape what
we produce, where we sell it, and what we buy. Free trade, corporate tax
cuts, and a strictly limited role, both regulatory and fiscal, for govern-
ment are the main pillars of the Harper economic vision. From this per-
spective, the main fault of the Harper government has been to do noth-
ing to arrest or actively manage this sea-change in Canada’s economic
trajectory. Their main error has been to sit on their hands.

But there have been sins of commission, as well, not only sins of
omission. A number of important actions of the Harper government,
from its gigantic corporate tax cuts, which significantly reinforce the
dominance of corporate profit over economic decision-making, to its
rubber-stamping of foreign takeovers of Canadian resource compan-
ies, to its stated explicit preference for a very high dollar, have all clear-
ly made things worse. Despite being constrained — nominally, at any
rate — by its minority status, the Harper government’s discretionary
economic policy actions have all strongly reinforced the dominance of
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resource exports, with all its associated side-effects: skyrocketing cur-
rency, surging foreign takeovers, shrinking non-resource exports. Worse
yet, the government has mapped out a vision for its future direction
should it be re-elected (most frighteningly with majority status) that
would undoubtedly cement Canada’s emerging role as a highly profit-
able but structurally underdeveloped energy warehouse for other coun-
tries.

Manufacturing meltdown

Not surprisingly in light of our geography, our population, and our col-
onial heritage, Canada has always been uniquely dependent on natural
resource industries. Indeed, Canadian political-economy traditionally
emphasized the role of successive waves of resource-led development,
or “staples,” according to the economic historian Harold Innis, to our
economic development, our global relationships, and our internal pol-
itics. However, even before Confederation, Canadian policy-makers rec-
ognized the inherent limits of dependence on unprocessed resources,
and worked pro-actively in various ways to stimulate a more diversi-
fied, “value-added” economy.

Many different tools were used over the decades to foster other ex-
port industries, especially value-added manufacturing sectors, includ-
ing high tariffs to stimulate domestic industry, targeted public procure-
ment policies to capture industrial spin-offs from our own purchases,
strategic trade policies (the Canada-U.S. Auto Pact was especially im-
portant), technology and investment supports, and others.

This pro-active approach bore fruit. By the mid-1990s, following
decades of gradual progress, Canada had become a global manufac-
turing powerhouse. For the first time in our history, we had become, in
aggregate, self-sufficient in the production of manufactured products.
In other words, we exported as much as we imported, and then some.
For a country which traditionally relied on the export of natural resour-
ces to pay for imports of value-added merchandise, this was a tremen-
dous achievement.

One summary indicator conveniently describes this structural
progress. Chart 1 indicates the proportion of Canadian exports — the
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CHART 1 Canada’s growing resource reliance:
Unprocessed or barely-processed resources as share total merchandise exports
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things we sell to the world in order to “pay our way” in world trade and
finance needed imports — that consist of unprocessed or barely-pro-
cessed resource-based products, including agricultural goods, forest-
ry products, minerals, and energy. At the end of World War II, Canada
was still very much a “hewer of wood and drawer of water” But our re-
liance on raw resource exports steadily declined over the post-war era.
By the early 1990s, Canada reached a turning point. For the first time in
our history, a majority of our exports consisted of value-added, higher-
technology products, including machinery, automotive products, and
higher-value consumer goods.

Sadly, however, this achievement would not last. The importance
of value-added exports peaked in 1999. Since then, the importance of
resource exports, especially petroleum, has rebounded, and this trend
has accelerated markedly since 2002, when global commodity prices
began to rise dramatically. In 1999, resources accounted for just over
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CHART 2 Total employment in Canadian manufacturing
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40% of our exports. That has increased by almost half in just eight years:
by 2007, resources accounted for almost 60% of our exports. In other
words, fully one-third of the post-war progress attained by Canada in
diversifying its role in the world economy has been undone in a few
short years by the resource boom.

The most visible and painful symptom of this restructuring has been
the unprecedented and continuing crisis in Canadian manufacturing.
Canada’s manufacturing sector has lost almost 400,000 jobs since em-
ployment in the sector peaked in 2002 (illustrated in Chart 2). That’s a
decline of over 15%, and the job loss has accelerated in 2008. Over half
of the lost jobs have disappeared since the Harper government came to
office in January 2006. Since they took power, Canada’s manufacturing
sector has lost an average of about 200 jobs a day — the equivalent of
closing a medium-sized manufacturing plant each day.
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CHART 3 The manufacturing recession
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In relative terms, measured as a share of total employment, the de-
cline in manufacturing jobs began earlier: back in 1999, about the same
time as Canada’s export profile began to change so radically. The share
of manufacturing in total employment has fallen by 4 percentage points,
or over one-quarter, since 1999, to 11.5% by 2008, by far the lowest in
our post-war history. Canada’s manufacturing employment has fall-
en well behind those of several other developed economies, including
Germany and Japan, although it is still proportionately larger than in
the U.S., which has suffered an even worse and longer-lasting decline
in manufacturing.

Initially, the job losses in manufacturing were associated with con-
tinuing growth in actual manufacturing output. Real GpP in Canadian
manufacturing continued to grow, albeit slowly, through the first few
years of the employment downturn; a situation of rising output with
falling employment implies especially rapid productivity growth. But,
beginning in early 2006, ironically just as the Harper government came
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CHART 4 Manufacturing trade collapse
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to power, the crisis in manufacturing intensified, and real output began
to shrink (see Chart 3). By early 2008, real GDP in manufacturing was
down 8% from the same period of 2006.

Manufacturing has thus been in more-or-less non-stop reces-
sion, with shrinking output, except for a temporary rebound in ear-
ly 2007, since the Harper government came to power. And, by early
2008, a sharper decline in manufacturing output, focused on the crisis
in Canadian automotive production, pulled Canada’s total real GDP into
negative territory. It is now clear that Ottawa can no longer simply ig-
nore the painful shake-out occurring in Canadian manufacturing. The
shake-out in manufacturing is on the verge of causing a nation-wide
recession.

Another glaring perspective on the manufacturing crisis is obtained
from international trade data. At the turn of the century, Canada was
broadly self-sufficient in manufactured goods for the first time in its
history, an important achievement given our resource-dependent past.
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TABLE 1 Hard-hit manufacturing sectors: Job losses since August 2002

Sector Job losses to November 2007
Textiles and clothing 70000
Automotive 30,000

Food and beverage 28,000

Metal and steel 22,000

Paper 21,000

Wood products 16,000

Furniture 16,000

Electronics and appliances 12,500

Plastics and rubber 12,000

SOURCE CAW Research from Statistics Canada data, Table 282-0007.

That achievement has been wasted, however, by the resource boom
and the associated squeezing-out of manufacturing exports by oil ship-
ments and the soaring dollar. From a balanced position as recently as
2001, Canada’s manufacturing trade has sunk deeply into deficit, which
reached over $32 billion by 2007 (Chart 4). Over half of that turnaround
represents the shocking deterioration of Canada’s trade performance in
automotive products. Manufactured imports are pouring into the coun-
try, while manufactured exports are shrinking due to an overvalued cur-
rency and global competition from new manufacturing leaders, espe-
cially China.

Particular sectors of manufacturing industry have experienced espe-
cially severe job losses, although the decline in manufacturing has been
experienced very broadly, in almost every sector and in every region
of Canada. Table 1 summarizes the job losses, to late 2007, in some of
the hardest-hit sectors. The Canadian textile and clothing industry has
been driven to near-extinction by import competition and the soaring
loonie, losing over 70,000 jobs. The broad auto sector, considering both
assembly and parts, has lost close to 30,000 positions. The paper and
wood products industries have been hammered, in part by the dollar,
and in part by the decline in sales to the U.S., including the crisis in the
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TABLE 2 Employment restructuring in Canada: Since August 2002
(Manufacturing employment peaked at 2.4 million jobs in August 2002)

Change employment

Sector August 2002—June 2008
Manufacfl‘i‘ring """""" —36%600 """"""""""""""
Construction +329,000
Mining/oil and gas +81,000
Sub-total: Goods producing +43,000
Public services (incl. education, health) +722,000
Retail/wholesale trade +266,000
Finance, insurance, real estate +161,000
Transportation +103,000
Hospitality (food, hotels) +71,000
Other services +379,000
Sub-total: Services producing +1,702,000
Total economy +1,745,000

SOURCE CAW Research from Statistics Canada data, Table 282-0007.

American housing industry. The food and beverage, metal, electronics,
and plastics industries have also lost thousands of positions.

The loss of manufacturing jobs far outstrips the new positions that
have opened up in other sectors of Canada’s economy. It is not remotely
true that displaced manufacturing workers could easily find new work in
the Alberta tar sands — as some commentators have crassly suggested.
There has only been one new job created in the broader mining and
energy sector for every 4.5 jobs lost in manufacturing since 2002 (see
Table 2). Job growth in construction has been fairly strong, thanks most-
ly to the housing boom, although how long that persists through the
U.S. mortgage crisis and broader economic weakness is anyone’s guess.
New jobs in construction and resources roughly offset the jobs lost in
manufacturing, and so the overall goods-producing sector has seen no
net job creation at all in the last half-decade.

All net new jobs, therefore, have been created in the services sector.
That’s not all bad news. For example, an impressive 40% of those new
service jobs have been in public services, reflecting growing budgets for
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health care and education in most Canadian jurisdictions. But the bulk
of new service positions are in private services, most of which constitute
lower-income, lower-productivity jobs, in sectors such as retail trade,
hospitality services, and general personal and business services.

The auto industry

Canada’s post-war success in building a more diversified, productive,
value-added industrial base reflected incremental progress across a
range of different high-value industries, including aerospace, specialty
vehicles, telecommunications equipment, and certain types of machin-
ery. But no single sector was more important to our post-war industrial
development than the automotive industry, which remains, despite re-
cent tribulations, the most critical pillar in our industrial economy.

When Canada’s automotive industry peaked in 1999, we ranked as
the fourth largest assembler of motor vehicles in the world, an aston-
ishing achievement for a country of our size. On a per capita basis, we
were the largest automotive producer in the world. And we enjoyed a
$15 billion trade surplus in automotive products. Canadian facilities
benefited from strong investment throughout the 1990s, attracted by
highly cost-competitive conditions, including a then undervalued cur-
rency, cost-efficient public health care which saved automakers as much
as $10 per hour worked in total labour costs, and superior productiv-
ity performance. New investment in capital equipment enhanced pro-
ductivity growth; Canada’s auto industry became one of the rare manu-
facturing industries in which labour productivity is higher in Canada
than in the U.S.

Since 1999, however, this key industrial success story has been aban-
doned by changing economic realities and inaction by policy-makers.
By 2006, the large automotive trade surplus of 1999 had melted away
into Canada’s first automotive trade deficit in a generation; that deficit
has ballooned and will exceed $10 billion in 2008. This large automotive
trade deficit results from the fact that Canada’s automotive trade sur-
plus with our major customer, the U.S., no longer offsets our large and
growing trade deficit with other producers. This non-U.S. auto trade
deficit reached nearly $18 billion last year. The imbalance is particularly
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acute with Japan, from whom Canada imports 120 times as much auto-
motive products as we export there, and Korea, from whom we import
185 times as much automotive products as we export.

The auto trade debacle has been even further worsened by the
U.S. economic downturn (the U.S. being the market where over 85%
of Canadian-made vehicles are sold), and by record fuel prices which
have shifted consumer demand further toward the smaller vehicle seg-
ments which are especially dominated by imports.

The shocking decline of Canada’s once vaunted automotive sector
has been a major source of the decline in our overall value added indus-
trial capacities during this decade. By the same token, arresting and re-
versing the auto crisis will need to be a central component of a broader
strategy to nurture Canadian manufacturing. By all means, a successful
auto strategy for Canada must involve measures aimed at improving the
fuel efficiency and environmental performance of vehicles. But it must
also involve measures to require automakers to maintain Canadian pro-
duction content, in both assembly and auto parts, broadly proportion-
ate to their sales in Canada. That sensible principle, as enshrined in the
Canada-U.S. Auto Pact — which was unfortunately overturned by the
World Trade Organization in 2001, just as Canada’s manufacturing in-
dustry went into decline —will be required to preserve Canada’s past
automotive success in light of the challenges posed by globalization,
energy prices, and environmental concerns.

Why manufacturing matters

The argument is often made that manufacturing must inevitably decline
as a result of the transformation toward a “service economy,” and that
the loss of manufacturing jobs is being experienced broadly across all
developed economies. Governments shouldn't attempt to interfere with
this historical trend, but rather should embrace the creation of new jobs
in whatever sectors are favoured by free-market business decisions.

It is certainly true that services are becoming more important as a
share of total employment and GDP, although addressing the fundamen-
tal weakness in quality and productivity of many service jobs should
also be a central focus of government economic policy. But it would
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be very wrong to write off the whole manufacturing sector as “yester-
day’s” industry. Since the turn of this century, Canadian manufactur-
ing has declined far more rapidly as a share of total employment, by
over a quarter, than in comparable 0ECD economies. By the late 1990s,
Canada was a relatively successful manufacturing jurisdiction; but to-
day we are an underperformer. We produce less manufacturing value-
added than we consume.

And within the context of the broad structural evolution of our econ-
omy, policy-makers should make strong efforts to preserve as much
manufacturing activity as possible. For several important reasons, manu-
facturing makes a disproportionate contribution to our overall produc-
tivity and well-being.

» Manufactured goods are essential to successful participation
in global trade. Manufactured products account for 75 % of
total merchandise trade. A country must be able to participate
successfully and competitively in global markets for manufactured
goods, to support overall engagement with the global economy
and avoid chronic balance of payments difficulties.

.

Manufacturing industries demonstrate both higher productivity
levels and higher rates of productivity growth. On one hand, this
implies ongoing negative pressure on manufacturing employment,
unless demand for manufactured output is growing fast enough
to absorb higher-productivity labour without job losses, which
does not consistently occur. On the other hand, it implies that
manufacturing is especially important to national productivity
performance. Economists have recognized for decades that

a smaller manufacturing sector implies both lower average
productivity and lower productivity growth in the broader
economy. The sharp decline in Canadian manufacturing is a
crucial factor behind Canada’s poor productivity performance this
decade.

-

Higher productivity allows manufacturing employers to pay
incomes that are, on average, some 25% higher than in the rest of
the economy. Manufacturing jobs are a crucial source of decently-
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paid, higher-quality work for working-class Canadians. They
are important to maintaining decent income and employment
opportunities in key communities, including among newcomer
Canadians.

3

Manufacturing firms demonstrate much higher levels

of commitment to R&D and other forms of innovation.
Manufacturing accounts for well over half of all private-sector
R&D spending in Canada, paid from a much smaller share, just
15%, of national GDP. Hence manufacturers devote a much higher
share of GDP to R&D than resource or service producers. Again,
the decline of Canadian manufacturing during this decade is a key
factor behind the continuing poor R&D performance of the overall
Canadian business community. The rapid decline of Canadian
manufacturing implies that Canada’s record in this regard will get
worse, not better, in the years to come. Minerals and energy firms
enjoyed rapid growth in revenues and profits in this decade, yet
re-invest very little back into innovation.

In short, there are unique, strategic reasons why a country should
work deliberately to retain a viable, competitive manufacturing sector,
with special emphasis on high-productivity, technology-intensive sec-
tors, such as automotive products, aerospace, advanced electronics, life
science products, and other high-value industries. The broader spin-oft
benefits of industrial success in those key sectors on national trade per-
formance, productivity growth, and incomes justify the special policy
attention that should be paid to manufacturing.

Putting the pieces together

The boom in exports of non-renewable resources, especially petrol-
eum, and the corresponding decline of Canadian manufacturing, are two
sides of the same coin. Understanding the links between these trends
requires an analysis of the broader economic and financial trajectory of
the national economy. Here, in summary, is how the rapid, unsustain-
able expansion of resource exports, focused mostly in Western Canada,
has sparked the broader sectoral adjustments that pose such signifi-
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CHART 5 Foreign direct investment coming into Canada:
Total FDI, and takeovers of Canadian companies
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cant risks, both today in the form of 400,000 lost manufacturing jobs,
and long into the future, to the rest of the national economy. Moreover,
understanding those links will help to inform policy responses aimed at

slowing and managing this restructuring process.

« Super-high resource prices lead to super-high resource profits.
Canadian resource producers, again, especially in the oil and gas
business, have enjoyed spectacular profits in recent years, thanks
to record global prices for oil and other resource commodities.

« Record profits have made Canadian companies very valuable.
Canada’s economy is now more profitable, measured by corporate
profits as a share of Gpp, than the supposedly more business-
friendly U.S. Canada’s stock market has continued rising despite
the current economic downturn, mostly because resource profits
are so high. Indeed, resource companies alone account for half
the market value of the Canadian stock market —and Canada’s
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CHART 6 The skyrocketing loonie
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perpetually-profitable financial industry accounts for another
quarter.

Foreign investors want Canadian companies. Foreign purchases of
Canadian equities have contributed to the record highs reached
by Canadian stock markets, even as Canada’s economic and

trade performance has been crumbling. More dramatically, many
Canadian companies, especially in the resource sector, have been
snapped up entirely by foreign investors. Canada attracted over
$200 billion worth of incoming foreign investment in 2006 and
2007, by far the largest surge of foreign investment in our national
history (see Chart 5). This inflow was not aimed at building new
facilities and creating new jobs; it was aimed overwhelmingly at
taking over existing super-profitable Canadian companies. Indeed,
94% of all incoming foreign investment in the last five years
consisted of takeovers of existing firms.
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« Financial inflows drive up the Canadian dollar. Both types of
financial inflow — to purchase shares in Canadian companies or
to buy out Canadian companies entirely — drive up the value of
the Canadian dollar. The dollar’s value is determined on financial
markets by the inflows and outflows of financial capital. It does
not directly depend on trade performance, productivity, or other
“real” economic factors, all of which, perversely, have deteriorated
in recent years. The Canadian dollar has been rising against its
U.S. counterpart since late 2002, when world commodity prices
first started to rise. But the dollar’s rise got completely out of
control with the wave of foreign takeovers in 2006 and 2007 (see
Chart 6). It appreciated by 20% in 2007 alone, reaching and then
exceeding par with the U.S. dollar. The dollar has soared by over
60% since 2002 — meaning that Canadian-made products are now
60% more expensive than they were six years ago. International
economists, such as those with the Organization for Economic
Cooperation and Development (OECD), estimate that a “fair” value
for the Canadian dollar, reflecting relative prices for consumer
goods and other products, is about 8082 cents U.S. Thus, with
the Canadian dollar at par, the currency is overvalued by as much
as 25%.

+ Non-resource exports are squeezed out. The dollar’s rise reflects
the powerful impact of resource prices and resource profits on
Canadian corporate valuations, and hence on financial flows. It
reflects intense international demand for Canadian companies,
not international demand for Canadian products. But many
other Canadian industries also aim to sell their products to
international markets, especially manufacturing, but also tourism,
which has suffered even worse business and employment changes
than manufacturing, and other tradeable services, like finance,
transportation, consulting, etc. International sales of those
products have fallen because the dollar has made them 60% more
expensive, too.? Record energy and resource prices are in effect
“subsidizing” Canada’s international trade balance despite the
loss of non-resource exports, although not completely: the overall
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national balance of payments has deteriorated rapidly during the
resource boom. How long this “subsidy” can continue, and what
Canada will be left with once the bubble inevitably bursts, is very
much in question.

Employment and production is shifting to non-tradeables. This is
perhaps the least understood, but most damaging, consequence
of the resource boom. The overvalued currency makes it very
difficult for Canadians to sell anything other than resources

into international markets. But resource industries don't create
nearly enough new jobs to absorb the loss of employment in
manufacturing, tourism, and other export-oriented, tradeable
industries. As a result, most new work and most new production
occurs in non-tradeable sectors of the economy: that is, in
sectors which produce and sell their output to nearby Canadians,
rather than into larger regional and international markets. It
seems bizarre in this era of omnipresent globalization, but the
proportion of Canada’s GDP which is exported has plunged
dramatically during the resource boom — from a historical record
of 45% of GDP in 1999 to less than 35% today. Non-tradeable
sectors include construction, public services, and most private
services. In particular, our growing reliance on low-wage,
low-productivity private service industries, which is an indirect
but clear consequence of the resource boom, may be the most
damaging long-run side-effect of the current trajectory.

The overall picture that we paint, therefore, is much more complicat-

ed than suggesting that Canada’s economic centre of gravity is shifting

from manufacturing to resources. That is partly true. But the real growth

in resource production, employment and exports is far from adequate

to offset the erosion of manufacturing. The whole restructuring process

has been intermediated by financial flows, in particular the intense in-

terest of foreign investors in capturing a piece of Canada’s uniquely lu-

crative resource industry. The most important real economic shift that

we observe is not from manufacturing to resources; rather, the largest

shift is occurring from all non-resource export industries — manufactur-
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ing most importantly among them — into non-tradeable services, most
of which demonstrate low productivity and low incomes.

Harper’s attack on manufacturing

As discussed above, the forces ultimately causing this broad restruc-
turing of the Canadian economy are largely global in nature, and were
exerting their influence well before the Harper government’s ascension
to power. The Harper government’s general endorsement of free trade,
deregulation, and business-led economic development has clearly re-
inforced the growing resource dependence and corresponding deindus-
trialization, which have become so evident during his tenure. The gov-
ernment’s failure to respond to the new and worrisome economic chal-
lenges resulting from sky-high global commodity prices, a soaring cur-
rency, and the other side-effects of the resource boom, gives plenty of
reason to strongly reject the far-fetched claim that Conservatives are
the best economic “managers”

But more than this, there are several key ways in which the pro-active
policy direction of the Harper regime has incrementally contributed
to the resource-led restructuring of our economy. Some of the specific
ways in which the Harper government has aided and abetted Canada’s
resource-led deindustrialization include:

« Massive corporate tax cuts. Finance Minister Jim Flaherty
promised in his 2007 fiscal update to enact a historic schedule
of corporate tax reductions, taking the general federal corporate
tax rate down to 15% by 2012, from just over 22% when his
government came to office. This one-third reduction in corporate
taxes, far outstripping the smaller reductions Flaherty also
engineered in personal income and sales taxes, will cut federal
revenues by 6%, a very substantial reduction in the national
government’s total revenue base. Flaherty justified this expensive
move, in part, by saying that Canadian businesses, including
manufacturers, needed help to adjust to the challenges posed by
the high dollar and other economic changes. For manufacturers,
whose taxable profits currently range from small to non-existent,
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a corporate tax rate reduction offers little if any benefit.* More
importantly, considering the broader economic and financial
linkages mapped out above, these tax cuts will make matters worse
for Canadian non-resource exporters. It is their already-superior
profitability performance, centred in resources, that explains both
the surge in foreign purchases of Canadian firms and the resulting
take-off of the Canadian currency. Tax reductions to make these
companies even more profitable and appealing will only accelerate
foreign takeovers and further boost the Canadian dollar. Notably,
Flaherty’s tax reductions overwhelm the very limited increase in
provincial royalty rates which the Alberta government recently
imposed on super-profitable petroleum companies, as a half-
hearted attempt to capture a slightly larger share of petroleum
super-profits for Albertans. Thus, perversely, new investments

in Alberta’s already overheated tar sands sector appear more
profitable today than they did before the Alberta royalty changes.

Explicitly endorsing an overvalued currency. Unfortunately, the
Bank of Canada has officially ratified the appreciation of Canada’s
currency as a welcome sign of “adjustment to change” Unlike
other countries, most of which have attempted to contain the
economic damage caused by rapid, undue currency fluctuations,*
Canadian authorities have steered clear of attempting to slow
down the loonie’s flight. Quite the contrary, Canadian officials
have actually and explicitly endorsed that rise. In unusual
testimony to the Senate in December 2007, former Bank of
Canada Governor David Dodge seemed to endorse a Canadian
dollar at near-par with its U.S. counterpart. Then, early in 2008,
Finance Minister Jim Flaherty seconded that opinion, indicating
that he explicitly favoured a trading range for the Canadian
dollar of 95—98 cents U.S. It may be coincidence that this is in
fact where the Canadian dollar has mostly hovered since that
time; it wouldn’t be unusual for currency traders, in the absence
of overarching pressures to the contrary, to use remarks like
Flaherty’s as broad “guideposts” for their own trading activity
and expectation. At any rate, for Flaherty to wade so forcefully
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and explicitly into the fray of currency markets, contrary to his
official view that the exchange rate should be determined by
“market forces,” let alone to endorse an exchange rate that is so
clearly destructive to the clear majority of Canadian industries,
surely damages his already crumbling reputation as a rational and
effective economic steward.s

Rubber-stamping foreign takeovers. Not surprisingly, the Harper
government has continued the recent federal tradition of rubber-
stamping foreign takeovers of Canadian firms. After all, it was the
previous Conservative government, headed by Brian Mulroney;,
that dismantled restrictions on foreign takeovers as one of its first
acts in 1984. Since then, the largely toothless Investment Canada
process has approved over 1,600 takeovers and rejected only

one: the proposed takeover of Canadian space company MD&A,
which was turned down by Industry Minister Jim Prentice in
2008, thanks solely to a firestorm of political pressure. Worse

yet, in July 2008, the Harper-appointed “Competition Policy
Review Panel,” headed by business magnate Red Wilson, issued a
shockingly pro-business manifesto, proposing the elimination of
whatever remaining control the federal government holds over
foreign investment.® Signals from the Harper government indicate
its full agreement with the direction proposed by Wilson. Like
corporate tax cuts, making it still easier for foreign investors to
buy out Canadian resource companies will exacerbate the chain
of economic linkages, resource profits, foreign takeovers, rising
currency, and declining non-resource industries, which has
already critically damaged our manufacturing sector.

Derailing an auto strategy. The decline of Canada’s once
outstanding auto industry was well in motion before

Harper’s election, the result of globalization, the World Trade
Organization, and the competitive failures of the U.S.-based
auto-makers. But cautious, uneven steps were being taken to
address the problem. In particular, the previous minority Liberal
government had established a new multi-stakeholder body the
Canadian Automotive Partnership Council (caprc), to address the
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industry’s problems and make policy recommendations, and the
federal government had invested in several initiatives, including
participation in several key auto restructuring investments and
support for new infrastructure and training initiatives, which
were helpful to the industry’s attempts to re-invent itself. These
initiatives were completely at odds, however, with the Harper
government’s laissez faire ideology, and this hesitant progress
toward an industrial strategy for Canada’s most important
value-added export industry has ground to a dead halt since his
election. capc has hardly met since Harper’s election; there
seems little point, given the deafening indifference emanating
from Ottawa. And Ottawa has indicated its opposition to playing
a hands-on role in the industry — for example, rejecting appeals
to participate in potential new “green” power-train investments
in Windsor and St. Catharines, or to support threatened
assembly plants in Oshawa, St. Thomas, and elsewhere. Finance
Minister Jim Flaherty, who hails from Whitby, an auto riding,
can barely contain his disdain for the industry that employs

so many of his constituents, telling laid-off auto-workers in
Oshawa to get new jobs in the financial industry, and trying
fruitlessly to pin all the blame for the auto industry’s tribulations
on the Ontario provincial government’s refusal to copy his own
counterproductive corporate tax cuts. If the Harper government
cannot be pushed into action on the auto industry, given its
immense economic and political importance in vote-rich Ontario,
then there seems little hope of expecting any reversal of its hands-
off approach to the overall manufacturing meltdown.

More free trade. The Harper government has enthusiastically
endorsed the general free trade orientation of Canada’s economy,
and worked actively to strengthen and deepen the free-trade
relationships that have been a key factor behind Canada’s
emergence as North America’s energy warehouse. Harper has
given full support to the Security and Prosperity Partnership,
which is exposed and critiqued elsewhere in this volume, and his
government has pushed aggressively to negotiate new bilateral
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free trade agreements, under the leadership of the turncoat

Trade Minister David Emerson. The government’s first priority

in this regard was a bilateral deal with South Korea, a successful
manufacturing powerhouse. Canada’s bilateral trade with Korea
already perfectly indicates the dangers of our emerging resource
pigeon-hole: most of our exports to Korea are resources, most of
our imports are high-value technology-intensive manufactured
goods, led by $2 billion worth of automotive imports. And the
“balance” of these two flows (surprise, surprise) is a large and
growing trade deficit.” The push to sign an FTa with Korea was
derailed by strong political opposition, led by the caw;, but the
government is nevertheless committed to proceeding whenever
political conditions allow. And the Harper government has forged
ahead with other deals, most notoriously including the agreement
with Colombia, signed in spite of horrendous human and labour
rights violations in that country. If Harper is re-elected, expect an
all-out push to implement free trade deals with Korea, followed
by Japan and China, that would devastate what’s left of Canadian
manufacturing.

For all these reasons and more, a re-elected Harper government
will only reinforce the dramatic decline in Canadian manufacturing.
Supported so powerfully by Western resource élites, who have reaped
unimaginable profits from the oil boom, the Harper regime actively cele-
brates Canada’s regression into an energy-producing superpower.

Nothing is inevitable

Supporters of the laissez-faire approach of the Harper government claim
that it’s impossible to do anything about these broad, globally-motiv-
ated shifts in Canada’s economic make-up. This isn’t remotely believ-
able. There are several links in the causal story outlined above, where a
determined and pro-active government could successfully engineer a
role for Canada in the world economy that reaches beyond simply ex-
tracting and exporting natural resources. Instead, we could aim to maxi-
mize the spin-offs from those resources, by maximizing the employment
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and technology benefits resulting from resource development, stimulate
desirable non-resource industries, and regulate and improve the quality
of work in non-tradeable industries, like private services.

The notion that Canada’s resource dependence is an inevitable result
of global market forces is mere camouflage for the underlying issue that
really explains why our economy is evolving in that direction. Powerful
vested interests, led by the Western petroleum industry, prefer that
course of development, because of the immense profits generated by
the resource bandwagon. Government policies aimed at enhancing the
broader interests of Canadians and building a more diversified, stable,
and sustainable economy, in both the economic and the environment-
al senses of that word, could interfere with the resource boom at sev-
eral different points:

+ Capture resource profits. The one-time profits resulting from the
extraction of non-renewable resources, especially petroleum, in
conditions of record global prices, have flowed mostly to private
companies rather than to the people of Canada who, nominally,
own those resources. By increasing royalties at the provincial
level and corporate taxes at both the provincial and federal
levels, governments could capture a fairer share of those resource
profits — money which could then be used to support a range of
public priorities, including support for industrial strategies in
other sectors of the economy.®* More importantly for the present
discussion, higher taxes on resource profits would reduce the
appeal of Canadian resource companies in the eyes of foreign
purchasers.

.

Slow down new resource developments. The uncontrolled pace
of resource development, especially in Alberta’s tar sands, has
created numerous negative side-effects for Canada’s economy
and environment, including regionally concentrated inflation,
escalating greenhouse gas emissions, and dramatic shifts in
fiscal federalism, since only the three oil-producing provinces
now qualify as “have” provinces for purposes of federal
equalization transfers. The pace of new tar sands and other
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mining developments should be deliberately restricted through
development and environmental planning measures.

.

Restrict foreign takeovers. Foreign investment aimed at genuinely
enhancing Canada’s economic capabilities, with new investment,
technology, and jobs, should be welcomed. But straight-out
foreign takeovers of existing Canadian firms serve no positive
economic purpose and should be prohibited or restricted under
a much more forceful foreign investment review process. This is
especially true in the resource sector. Canada is the only major
oil-exporting country in the world which imposes no domestic
ownership restrictions on this vital industry. The uniquely
deregulated status of Canada’s oil wealth is a major factor behind
the intense global interest in purchasing Canadian resource
companies and hence behind the run-up of our currency.

Reorient Canadian monetary policy. The resource boom is the

.

major structural force behind Canada’s soaring currency, and the
preceding recommended measures — to limit the super-profits
of the resource sector and control foreign takeovers of Canadian
firms — would automatically release much of the steam from

the Canadian dollar. Nevertheless, the hands-off policy of the
Bank of Canada has played an important role, too, in the dollar’s
unsustainable flight and the resulting manufacturing crisis. The
Bank can and should be instructed to explicitly take account of
the exchange rate and the broader competitiveness and stability
of the Canadian economy in its interest rate and other policy
interventions, rather than focusing solely on its inflation targets,
as is its current policy. These instructions are fully compatible
with the language of the existing Bank of Canada Act, which
instructs the Bank to regulate the overall stability and well-being
of the Canadian economy, not just inflation.

Actively support non-resource export industries. Canada’s

.

past manufacturing success stories had nothing to do with
“comparative advantage,” free trade, or the natural workings of
markets. They had everything to do with pro-active, effective
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industrial strategy. Our successes in automotive products,
aerospace, telecommunications equipment, transit equipment,
and a few other high-value sectors were the result of flexible,
pragmatic efforts to nurture high-value sectors and diversify

and enhance Canada’s role in global markets. Unfortunately,

that activist tradition was largely abandoned in the 1980s, as free
trade became, by default, the only “industrial policy” market-
oriented governments were willing to consider. Other countries,
however, have continued to utilize and refine techniques of active
industrial strategizing, using a range of tools — capital market
tools, exchange rate policies, technology transfer, active trade
promotion, and more — to foster the domestic presence of desired
high-value industries. Unless and until Canada learns from those
lessons, and begins to actively target and support high-value
industries, including tourism and higher-value service sectors,
not just manufacturing, our structural degeneration will surely
continue.

These policies are all there for the using. Other countries, includ-
ing most of our trading partners, rely on them every day. Canada’s fed-
eral government has chosen to remain passive in the face of a historic
restructuring that will limit our national economic prospects for gen-
erations to come, even if it generates quick bucks for a concentrated
group of resource interests today. This passivity reflects its deliberate
and biased choice — not any inevitable economic reality. It’s a choice
that Canadians, especially those whose prosperity is not tied solely to
resource extraction and export, should remember well.
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Lost Jobs

Erosion of a caring culture

Eileen Corbet

WHEN YOU SAY you're born and bred in Oshawa, Ontario, people tend
to look at you in amused disbelief, since it seems everyone who calls
Oshawa home is invariably from somewhere else. 'm one of the ones
seen as an oddity, having been here all of my 52 years.

Although it has long been known as “the City That Moto-Vates
Canada,” there has been a slight smoothing of my city’s blue-collar
exterior over the past 20 years or so, largely due to the influence of
Torontonians looking for a cheaper, safer place to raise their families.
The “factory” jobs and the people who toiled at them are still here, but
our city council has undergone a radical shift in personnel and attitude.
We became “Oshawa, Prepare to Be Amazed” (sounding more like a De
Beers diamond commercial). A huge debt load was taken on for really
gorgeous, sparkly new recreational facilities and the highly controversial
General Motors Centre in the beleaguered downtown core. Our elected
officials hadn’t noticed that the Auto Pact was murdered in 2001.

I do admit I didn’t realize what the wToO decision entailed at the
time, even though I'm an employee of Canadian Auto Workers Local
222. Hired in 1994 because I knew computers, had a newspaper back-
ground and could type 100 wpm, my work largely involved producing
the Local’s monthly newsletter for its 23,000 members, active and re-
tired, getting newfangled things like email and the Internet installed in
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our Union Hall. Single with two kids, I was trying to learn to balance
a household budget now that I was making good money. A right-wing
carte blanche shift to a global economy wasn’t something that wor-
ried me.

Seven years later, I've rocketed past worry to agonizing in abject ter-
ror about what the future holds for my children, their friends and many
peers, now beautiful young adults full of intelligence and potential. They
confess to me the prospect of holding two or more jobs at once seems
inevitable; I can tell they long for their own financial independence and
despair they’ll ever achieve it. Even if they score a “good” job, it will be
on contract with no benefits.

Essentially self-employed, they face the fact their own families (if
they’re brave enough to have children) won’t benefit from the dental,
vision and health care I receive through my employer. They know they
must rent with no hope of ever buying a home. If they have the oppor-
tunity to live in a house, it’s usually from a parent who still has to charge
them rent because their own financial future is unstable. Even after
graduating college, they work full-time at Canadian Tire to put a roof
over their head and food in their tummies, yet they need to sling beer
part-time at Shoeless Joe’s so they can pay their car insurance.

With the job losses, people are getting mean, petty, and desperate.
Thefts at the gas station where my daughter works are an everyday oc-
currence, not just drive-offs from the pumps but the taking of anything
that isn’t tied down, even in the middle of the day. People wait until an
employee’s back is turned, literally, and off they go. Counterfeit money
is the currency of the day.

The stories I hear from many depressed men and women coming
from my city’s shrinking and disappearing workplaces are the same.
Honest individuals are afraid of a world where it’s more lucrative to be
sneaky, and if you don’t have enough money for what you want, steal it.
There’s no pride in working at a coffee shop where the owners jet off to
the Caribbean regularly and leave an 18-year-old in charge, with no ex-
tra pay for all the additional responsibility.

Stealing a person’s livelihood is an absolutely despicable form of dis-
respect. This is what Canada’s manufacturing job loss all comes down
to, for me. Beginning in 2002, I watched manufacturing job loss start as
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a trickle: 12 jobs here, 28 jobs there, another 120, a few hundred more,
an entire company or two goes out of business, then a complete shift’s
worth of 1,200 people, and now we learn that in 2009 a source of great
pride, our GM Truck Plant, will no longer be available as sources of in-
come for fine individuals anyone would enjoy having as friends.

In June I saw one of those quicky TV news headlines, “Study shows
Canadian manufacturing saved if jobs outsourced overseas,” and had
to uncover whatever ridiculous rationale was behind this. According to
the Canadian Press, manufacturing executives and the TD Bank see an-
other 250,000 jobs in Ontario leaving the province in the coming year.
They’re actually optimistic the sector will be healthy by the time all this
“restructuring” is done. Who'’s worried about the health of the displaced
employees, their families, and the communities they live in?

It’s obvious the federal Conservatives aren’t worried, but, with
General Motors’ callous closure of the award-winning truck plant, we
will lose an additional 2,600 jobs. With spin-off employment, that’s
19,500 individuals minimum who are going to suffer thanks to a bloat-
ed Canadian dollar, the lack of fair foreign trade, and inexplicable gas-
oline prices. What good is “restructuring” if we end up with jobs that
will never pay more than $12 an hour? All I can see is a government that
is insensitive to laid off workers and families who worry that they can’t
pay their mortgage or send their kids to university.

My 20-somethings are far more politically aware than the 50-some-
things who are losing their jobs. They are my hope for the future.
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Foreign Ownership

Mel Watkins

A MIRACLE OCCURRED on May 9, 2008, right here in Canada. For
the first time in 23 years, that routinely spineless entity known as the
Government of Canada said “No” to a foreign takeover of a Canadian
company.

Literally thousands of foreign acquisitions had been approved since
1984 when then Prime Minister Brian Mulroney declared Canada
“open for business” Among the fallen were such Canadian icons as
Falconbridge, Inco, Domtar, Algoma Steel, Hudson’s Bay Company,
Stelco, Fairmont Hotels, Four Seasons Hotels, Molson’s, Labatt’s, and
the Montreal Canadians. Indeed, the Investment Canada Act, which for-
mally took effect in 1985, mandated Investment Canada to shill for more
foreign investment, so much so that some of us imagined that some-
where, perhaps not even in Canada, there was a giant machine for ap-
proving or rejecting foreign takeovers that automatically stamped “Yes”
to every request for approval made to it. Was it possible that, finally, the
machine itself had rebelled in boredom?

Regardless, there was that rarest of moments; the ground moved in
Ottawa. I know. I felt the tremor, albeit the slightest, where I live, on
the outer skirts of the capital. How could this have happened? Would
there be aftershocks?
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Messrs. Mulroney, Chrétien and Martin had never seen fit to “inter-
fere” with the operations of external, frequently imperial, capital. How
was it possible that Harper, the first truly neoliberal Prime Minister, had
done such an amazing thing, causing the right-wing press, the National
Post and Maclean’s, to go ballistic and allege that Canada had become,
I kid you not, North Korea.

The case in point was the sale of the space division of MacDonald
Dettweiler & Associates (MDA) to Minneapolis-based Alliant
Techsystems for $13 billion. MDA had the famed Canadarm to its cred-
it and, more recently, the satellite Radarsat 2, largely financed by the
Canada Space Agency and used for Arctic surveillance and the main-
tenance of Canadian sovereignty. Alliance Techsystems is a weapons
company, a bomb manufacturer. To their everlasting credit, at least two
MDA employees quit over objections to working for it, and retired MDA
co-founder Vern Detweller said he supported them.

It’s doubtful that the Harper government cared much about any of
that. It can be presumed to have taken the unusual step of turning this
takeover down for reasons of national security, not wanting Radarsat 2
under foreign control.

Steven Staples, social entrepreneur par excellence and the head of
the Rideau Institute which led the successful campaign to block the
takeover, thinks most Canadian prime ministers can be seen as append-
ages of the American president managing Canada as a subsidiary of the
United States, but that Harper is a clone of George W. Bush and, being
like him, gives the highest priority to national security.

If so, it’s best not to expect any aftershocks. MDA looks like one of a
kind, an example of that weird hybrid, neoliberal nationalism. This coun-
try is as “open for business” as ever. If there’s not as much happening at
the moment as there was, it’s not because Canadian companies are sud-
denly playing hard to get, or because foreign buyers are deterred by the
MDA case. It’s because the chaos in global financial markets has made
it harder to raise the funds to finance mergers and acquisitions.

There was the hope, albeit the slightest, that a Competition Policy
Review Panel appointed by Harper in the immediate aftermath of the
spate of takeovers in 2007 and mandated to look at both the Competition
Act and the Investment Canada Act, would be compelled to do some-
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thing positive. True, in a truly shameless act, all five panelists were busi-
ness people, but it was possible to imagine that they would realize, now
that they were on the public payroll, that they ought to make the effort
to think like citizens. But they didn'’t. Their report at the end of June
2008, with the sporty title Compete to Win and full of the clichéd boost-
erism of Don Cherry, called for the Government of Canada to make it
even easier for Canadian companies to be taken over.

It was the kind of recommendation that was reported only as busi-
ness news because otherwise it risked being read by the unwashed and
laughed out of court. It was so mindless, bordering on the embarrass-
ing, that even the Harper government let the report be issued at the end
of a week when Parliament was not sitting. The Minister of Industry
received it without comment, and the likelihood of a minority Harper
government taking it seriously — it also advocated that Canadian banks
be allowed to merge and be available for takeover by foreign banks —is
slight.

The press did, however, quote an anonymous source within the gov-
ernment as saying it would be a blueprint in the event Harper got a
majority, which is a way of reminding us that a majority Conservative
government would quickly rediscover the fullness and foulness of the
ideological roots that it has been compelled to hide as a minority gov-
ernment.

It seems improbable that Canada, decent country though it is thought
to be, should, late in the dying days of neoliberalism, with its poster boys
George W. Bush, Tony Blair and John Howard thoroughly discredited,
have a neoliberal leader. Likewise, it seems odd and badly behind the
times to have an official panel, funded by taxpayers, advocate an inten-
sification of globalization, foreign ownership as practised by the multi-
national corporation being at its very core, at a time of global finan-
cial chaos and global warming that have come in the wake of existing
globalization.

The panelists are honest enough to say that Canadian business is
insufficiently innovative. As business representatives, they share that
deficiency. We have good reason in this country to know that for-
eign ownership is not without its costs. Historically, it created an in-
efficient branch-plant economy protected by the tariff. We went the
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free trade route — under the last Conservative government, it might be
noted —and eliminated the tariff, our leaders confident that our firms
would become efficient. They haven’t, which raises the distinct possi-
bility that foreign ownership is itself the problem.

Today, that problem takes the form of the hollowing-out of corporate
Canada, its head offices, and the myriad of jobs associated therewith. A
Conference Board of Canada study released in early 2008, timed to be
useful to the panel, was duly reported in the media as showing there was
no problem. In fact, the conclusions of its study are much more nuanced
than that and show that real costs inhere in foreign ownership.

Let me cite the Executive Summary, with my translation in the square
brackets: “Overall, cTEs [Corporate Takeover Effects] on acquired com-
panies are positive for shareholders [a.k.a. as windfall gains], mildly posi-
tive or neutral for operations, capital, people and community involve-
ment [little or no benefit on a long list of things that matter and it is
“benefit” that the Investment Canada Act is supposedly looking for], and
negative for governance [which means for decision-making, power and
control, which are the guts of the matter]” Furthermore, at the confer-
ence at which these results were released, on a panel on “Insights from
the Boardroom,” of five panelists two said unambiguously from their ex-
perience at the top of the pyramid that in foreign-owned companies in
Canada the real action was in the head-office outside Canada and that
letting our companies be taken over was sending the bad message to
young people interested in business careers in Canada that they should
settle for the second-rate.

The Competition Policy Review Panel shrugged the whole matter off
with the facile comment, already worn out by frequent use by Harper,
that whatever hollowing-out was done to us we get back by our foreign
investment abroad. In fact, Canadian investment abroad has risen sig-
nificantly in the decades since the foreign ownership debate began in
the 1950s and ‘60s of the last century, but there is no automatic offset.
Between the centre of an empire and its margins there is no symmetry,
and none should be expected.

When a Canadian company successfully penetrates the much larger
American market, there will be a tendency for head-office functions, like
marketing and advertising and record keeping, to be pulled to that larger
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market. So it is that Thomson enterprises, which is often cited as an ex-
ample of a Canadian-based company that has gone abroad successfully,
has most of its head office functions in Stamford, Connecticut. Globe
and Mail columnist Margaret Wente, whom I rarely have reason to cite,
describes Thomson as “Canadian in name only” In its heyday, Nortel
had its head-office in Brampton, Ontario, but its executive office was in
Dallas, Texas. Its retreat back to Canada was a sign of its failure.

On the matter of foreign ownership, as well as the overall rules of
Investment Canada, which can be carved in large letters on the head
of a pin with space left over, there are restrictions on foreign owner-
ship in certain designated sectors, like banking, telecommunications,
transportation, culture, uranium. The ideologues at home and abroad
gnaw away at these, but governments tend to know, unless hopeless-
ly neoliberal (which Harper is at heart), that these are sectors desig-
nated in the first place because of public interest and therefore must
be meddled with cautiously. Canadians distrust banks too much to let
them be merged, but like them too much to let them fall into foreign
hands. Telecommunications co-exists with culture and the latter is al-
ready beleaguered.

The Canadian need is not to deregulate these sectors, but to add to
them — like resources in general, oil and gas in particular, and specially
the tar sands. The world is in the midst of a great commodities boom
that, albeit with ups and downs, may go on indefinitely. Most commod-
ity-rich countries have state-owned enterprises, which automatically
excludes being bought out by foreign companies, to assure that gains
stay inside its borders. The issue is not national vs. foreign ownership,
but public ownership vs. private, but in Canada, in spite of a historic
tradition of public enterprise which has served us well, we are unable
to come to terms even with the first.

There is something just plain bizarre about every other oil-rich coun-
try having a state-owned petroleum company while we spend our time
worried about whether their state-owned companies can be counted
on to develop our resources in our interest. If that isn’t bad enough,
there’s the overriding matter of the global interest in producing energy
with minimal impact on global warming. Oil-rich countries, it might
be thought, have a special obligation of stewardship.
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We must be frank and recognize that it is rare for a provincial gov-
ernment to “interfere” with the exploitation of its resources for export,
or for the federal government to assert its rights and duties. The like-
lihood of a Harper government with its head office in Alberta coming
to terms with these issues is nil. We may find ourselves in the odd pos-
ition with respect to oil from the tar sands of being compelled by the
Americans to clean up our act environmentally.

Once Bush is gone and, let us pray, Obama takes his place, Harper
will have no one to appeal to, or imitate. President Obama will hardly be
opposed to globalization, but his administration may want to “manage”
the American connection more in the public interest of Americans. To
so manage the Canadian connection is utterly alien to Harper.

Should McCain triumph, bet on continuing catastrophe and lament
for Canada, America, and the world.
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Continuity and Change!

Canadian Trade and Investment Policy, 2006—08

Gauri Sreenivasan

WHEN THE CONSERVATIVE party came to power in February 2006,
the multilateral trade system was in trouble. A series of high-profile
collapses in global negotiations had signalled the beginning of an era
of significant dysfunction and stalemate. The December 2005 World
Trade Organization (wT0) Ministerial in Hong Kong had breathed new
life into global trade talks, but it was to be short-lived. The much tout-
ed Doha Development Agenda was headed for its rockiest years yet.
Indeed, the Conservative government has helmed Canada’s trade agen-
da in the most serious years of crisis in the multilateral trade system.
But this system, whose health is vital to Canada’s interests, has not been
the government’s top priority.

The Conservative government has shifted Canadian attention to the
pursuit of bilateral trade deals as part of a controversial trend forged by
many other industrial powers. In addition to significant updating of the
NAFTA framework, Canada has put particular emphasis for its bilateral
strategy on the Americas as part of a new “neighbourhood” focus in for-
eign policy announced by Prime Minister Stephen Harper.

This chapter provides some critical reflection of Canadian trade
and investment policies in 2006—08 from the perspective of Canada’s
development efforts to reduce poverty and protect human rights.
What is the Canadian government’s orientation to the wTo’s ill-fated

Economy, Trade and Investment 107



Development Round? What can be gleaned from the pursuit of new bi-
lateral agreements?* While much of this trade and investment agenda
has been a constant in Canadian policy, there are new characteristics
in the Harper era that should be examined. Given the reception of this
agenda from civil society and Parliament, it is clear that trade and in-
vestment issues remain highly contested terrain and a likely flash-point
for years to come on the Canadian public agenda.

Sidelined and subverting: Canada at the wTo

The Doha Development Agenda — What context for Canada?
Launched in November 2001, in the context of global “togetherness”
pressure after September 11, the Doha Development Agenda com-
mitted wTo members to put the needs of developing countries at the
heart of global trade rules. This commitment came barely a year after
the Millennium Summit at which the world’s governments pledged
to reduce by half the proportion of people living in poverty by 2015.
Developing countries, though not monolithic in their interests, were
united in the need for significant reform in global trade rules to enable
the achievement of development goals.

There was strong and widespread criticism of the net impact for
developing countries of the previous Uruguay Round of wTo talks.
Promised market access to Northern markets was illusory or delayed in
agriculture and textiles, while the costs and development implications
of new rules, for example to raise intellectual property standards and
liberalize trade in services, were severe. The poorest countries had ex-
perienced declining shares of global trade, the haemorrhaging of prices
for their exports, an onslaught of subsidized goods from wealthy coun-
tries that swamped local producers, and rising levels of poverty and in-
equity. As a result, business as usual was not on the menu for the South
in the Doha Round.

In rough, Southern countries have expected not only a major re-bal-
ancing of global rules, but the creation of new arrangements to address
the special constraints of developing economies. Developing countries
have also been adamant that the wToO not expand its scope to create
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new trade disciplines in areas such as government procurement, invest-
ment and competition.

The geo-political distribution of power in the global economy has
also made for a new ball game. Brazil, India, South Africa, and other
industrializing developing countries have significant clout and are no
longer “policy takers” Indeed the famous walkout of the Africa Group
and others from wToO talks in Seattle in 1999 proved to be an early fore-
shadowing of the rocky ride ahead for the Doha talks. Though many de-
veloping countries clearly wield little negotiating power on their own,
a plethora of new negotiating groupings that have developed over the
course of the Doha talks have built creative and surprisingly resilient
solidarity among Southern blocks.?

For its part, the Canadian government has seen its negotiating pos-
ition marginalized in this new round, as bigger economies have com-
manded the front row seats. Canada went from being an actor in the
heart of “the Quad” in the Uruguay Round to a spectator on the sidelines
of the so-called Five Interested Parties (F1P) process, (India, Brazil, the
E.U, U.S.,, and Australia). The “F1p” emerged as the power-brokering
hub of the wTo after the Cancun Ministerial collapse of 2003. The F1P
eventually accepted Japan into the fold, becoming the G-6, which con-
tinues its power hub role today.

Demise of the Development Agenda

Any cautious expectations that existed at the launch of the Doha round
that Northern countries would make space for a new pro-equity agenda
in global trade rules have been woefully un-met. Significant Southern
proposals to address development issues in trade rules been dismissed
or attacked. And, with a few exceptions, the direction of negotiations
across the three “pillars” of agriculture, industrial tariffs and services is
distinctly anti-developmental.

There has been an excessive focus on generating new market access
for Northern corporations into large developing country economies, un-
abashedly often described as the price to be paid for any minor scaling-
back in unfair Northern trade practices. Pressures to open developing
country borders would force weaker but vital developing industries to
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“compete” with global corporate giants, while marginalized sectors of
society would be exposed to increased price volatility.

Instructively, many Southern governments have also oriented their
demands towards market access concessions for their products in the
North. Limited political energy has gone to consideration of a trade
framework that would enable all governments to meet their obligations
to ensure decent work, address food insecurity and climate change, and
reduce poverty. In short, the Doha “Development Round” has become
a business-as-usual wTo trade round.

Most independent analyses have either drastically scaled back pro-
jections of poverty reduction gains from the Doha round or predict that
the lion’s share of gains will flow to the developed world, while the ma-
jority in Africa and low-income countries will actually be made worse
off.* So much for the development agenda.

Canada’s approach to the Doha Agenda, set under the previous Liberal
government, has not changed much in recent years. “Development” has
been rather narrowly cast as a question of time and money. That is, long-
er time frames for developing countries to hurry up and liberalize, and
a rather disingenuous use of aid and technical assistance as a “develop-
ment measure” to help developing countries adapt to trade rules not
of their making.® Indeed, despite our successful experience as a mixed
economy — partly open, partly closed, with a healthy role for govern-
ment and public regulation to address market inadequacies — succes-
sive Canadian governments have advocated a more dogmatically open-
border, market-based approach to development in trade rules.

Old wine and old bottles: Canada’s wT0 agenda since 2006

As the Conservative party took power in 2006, trade negotiators were
still basking in the success — from their view — of rescuing the wto
Hong Kong Ministerial from collapse. The celebration was short-lived.
Within six months, wTo Director General Pascal Lamy would an-
nounce the suspension of the Doha talks, given the complete standoft
in the negotiating positions of the G-6. Although negotiations would
officially resume the following year, the period since Hong Kong has
been marked more by stop than by go. Two years of any-minute-now
progress and breakthroughs have left a wake of missed deadlines, pro-
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tracted negotiating stalemates, and failed Mini-Ministerials, includ-
ing most recently in July of 2008. The lack of a full wTo Ministerial in
December 2007 was the first missed biennial Ministerial since the wTO
was created in 1995.°

In effect, the Doha Development Agenda is dead. Whatever deal
may eventually come out of these protracted negotiations (and it is not
a sure thing that one will), it will not have the scope that any party ori-
ginally intended. Developing countries in their new strength and so-
phistication have been able to prevent many of the agendas to which
they are opposed, without, however, being able to achieve very much
of their own.

Although Canada has reduced political clout at the wTo, the
Canadian government (with little distinction in the transition from
Liberal to Conservative stewardship) has been an active participant in
corroding the developmental prospects for the Round. In agriculture,
Canada has joined a handful of countries aiming to weaken tools for
developing countries to safeguard food security and shield millions of
small farmers from being undercut by cheap or dumped products.

In the NaAMA (Non-Agricultural Market Access) negotiations on
industrial tariffs, Canada has sought an aggressive formula for mar-
ket access that would hit developing countries disproportionately hard.
As the chair of the NAMA negotiations from 2006 thru 2008, Canada
came under fire from developing countries and southern analysts, who
charged that draft texts were poorly crafted and biased, disregarding
previously negotiated commitments to the South.” In the services ne-
gotiations, Canada has pushed for an aggressive liberalization approach,
while not defending the right of all governments to pursue regulation
of services in the public interest.

Canadian civil society and producer groups have also voiced strong
concerns that Canada is not effectively containing threats in wTo rules
to our own domestic public interest. For example, aspects of the services
negotiations threaten the ability to maintain effective and well-regulat-
ed public services, while key tenets of the Canadian agricultural system,
notably supply management, are directly targeted by the liberalization
drive of wTo talks. Ironically, after years of successful defences of the
Canadian Wheat Board (cwB) before wTo panels, the Conservative
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government has now distinguished itself through its election commit-
ment to undo the Board’s monopoly powers. If implemented, this would
sound the death knell on a vital institution that increases farmers’ power
in highly concentrated corporate markets.®

Importantly, the past few years have seen a growing debate and chal-
lenge to the wTO’s agenda — both within developing country govern-
ment caucuses and among citizen movements around the world. Clear
messages have been sent, to capitals and Geneva-based ambassadors,
of the political costs at home for bad performance abroad. Citizens have
mobilized nationally and globally, given the profound impacts of bind-
ing neoliberal trade and investment rules on lives, livelihoods, and the
environment. Demands have grown for more consideration and debate
of the public interest as it relates to the trade and investment regime,
and for more accountability in policy agendas linked to States’ binding
obligations to human rights and the environment. There is a growing
push for multilateral trade rules to provide more policy space for gov-
ernments to discuss and decide appropriate development strategies with
their own citizens as a matter of democratic practice.

How did the Harper government approach this era of heightened
citizen expectations and profound illness at the wT0? Canada remains
rhetorically committed to the multilateral trade system and still uses its
institutions to defend Canadian interests. Indeed, the wTo has been
a pillar of Canadian trade strategy as a middle power that is highly de-
pendent on trade but with limited scope for direct influence on our lar-
gest trading partner. Canada’s 2007 wTo challenge of U.S. corn sub-
sidies was cheered and then joined by Brazil, Argentina, and many other
countries. But, while lamenting the wTo stalemate, Canada has dis-
played no interest in any significant re-think of our approach to multi-
lateral trade policy.

Canada has essentially fiddled while the wTo0 burns. No considera-
tion has been given to the possibilities of new allies and shared interests
with the South’s development agenda.® There has been no push for fun-
damental institutional reform of the w0, let alone creative thinking
about multilateral trade policy that might better meet our legal obliga-
tions to human rights standards and citizens expectations for an inter-
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national agenda that promotes equity and safeguards health and the
environment.

Keeping familiar wine in familiar bottles, the Harper government
even asked David Emerson, the previous Liberal Trade Minister, to cross
the floor and join the Conservative cabinet to continue leading Canada’s
trade agenda. Canadian voters, not least of all in Vancouver Kingsway
who thought they voted Liberal, were shocked at this sacrifice of demo-
cratic principle. But it displayed a kind of pragmatism in Canadian trade
policy that would be echoed by the Conservative government in the en-
suing years, including in the bilateral agenda.

Canada and the pursuit of bilateral trade deals

Adding to the global spaghetti bow!

As the multilateral system founders, large trading powers have acceler-
ated the pursuit of bilateral trade agreements and partnerships — quite
outside a development agenda. Canada has participated vigorously in
this trend to sew up bilateral trade deals while whipping the proverbial
Doha Round horse, which continues its loop of stagger and collapse.

Previous Canadian governments have pursued bilateral trade deals:
NAFTA 1994, Israel 1997, Chile 1997, and Costa Rica 2002. Lower on
the radar, talks with India and China for bilateral investment agree-
ments have been pursued by Canada for some time. But the Harper
government era has been marked by a much more aggressive pursuit
and closure of bilateral trade and investment agreements, complet-
ing three deals in its short tenure, including the European Free Trade
Association (EFTA) group of countries (Liechtenstein, Iceland, Norway,
and Switzerland in 2007), Peru (2008), and Colombia (concluded 2008
but not yet signed or ratified at time of printing).

Several others have been launched though are not yet concluded,
including with South Korea, Jordan, the Dominican Republic, Panama,
and exploratory talks with cARIcoM countries of the Caribbean. The
recent Canadian push for bilateral trade agreements reflects the new
prioritization of the Americas as a focus for Canadian foreign policy.
There has also been a wave of bilateral investment agreement negotia-
tions launched.
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Placed in the larger global context, these bilateral agreements have
contributed to what has been termed a “spaghetti bowl” of bilateral trade
and investment obligations around the planet, undermining attempts
to build meaningful global rules.” The power dynamics of bilateral ne-
gotiations (typically between a Northern and a Southern country or
sub-region) are much more uneven than in multilateral negotiations,
in which small countries can band together with larger to form more
powerful negotiating blocks. Bilateral negotiations in the modern era
have produced highly controversial agreements. Concessions made in
bilateral negotiations then erode both incentives and prospects at the
global level for any substantive re-working of trade arrangements to fa-
vour global equity and international development goals.*

Something old...

Many features of Canadian bilateral trade deals pursued by the Harper
government reflect a continuing commitment to the now long-stand-
ing NAFTA model. In the first instance, the bilateral deals maintain an
essential orientation to further open borders for key goods and servi-
ces exports. Moreover, while there may be cooperation agreements, fi-
nancing, and phased-in implementation timing for the developing part-
ners, there are none of the more substantive and innovative develop-
mental elements that developing countries are fighting for at the wTo.
For example, in agriculture there are no provisions for a “special safe-
guard mechanism” that would enable the developing country partner
to raise duties in response to a sudden import surge, or a “special prod-
uct” designation that would exempt crops key to food security from
further tariff lowering.

While government procurement, competition and e-commerce are
issues expressly resisted by the South as an area for new disciplines in
multilateral negotiations, they are present in many Canadian bilateral
FTAs. Canadian agreements also always contain an investment chapter.
These chapters are based on the NAFTA Chapter 11 and offer protec-
tions and rights for foreign investors unparallelled in any other multilat-
eral agreement. Provisions include investor rights to sue governments
in closed commercial hearings over alleged public policy measures that
interfere with profit-making.*
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Importantly, since 2005 there has been significant evolution in public
policy debate in Canada regarding investors’ social responsibilities over-
seas. There is growing consensus on the inadequacy of voluntary meas-
ures to ensure good performance in environmental or human rights
terms, particularly in the extractive sector — one of the main areas of
Canadian investment in the Americas. Recommendations from a June
2008 report from Canada’s Standing Committee on International Trade
(c11T) called for legislative measures to ensure corporate accountability
to the implementation of human rights standards in any future Canada-
Colombia trade deal. But these preoccupations are not reflected in any
recent Canadian FTA or investment agreement. Rather, ineffectual ex-
hortations to encourage corporations to respect social responsibility
standards can be found in the preamble to the recent Peru and, likely,
Colombia deals.

Many of the recently-launched bilateral deals also continue the
NAFTA tradition of side-deals on labour and environment, despite the
overall criticism of these as ineffectual tools to address the labour rights
and environmental issues generated from liberalized trade.** The 2008
Peru Agreement was hailed by the government as carving new ground
for labour protection. It mirrors the labour chapters of the recent deals
signed by Peru and Colombia with the U.S. It includes the possibility of
fines paid to a special jointly managed labour assistance fund by an of-
fending government in cases of protracted violations. Since the same
government is likely to be the main recipient of the funds, the mechan-
ism has come under attack by opposition and labour voices as a means
to “pay a fine” to oneself for labour rights violations.”

The essential point of the weakness of side-deals and labour chap-
ters as a means to address the labour rights issues raised by trade lib-
eralization has been stated well by the Canadian Association of Labour
Lawyers, who point out that trade agreements are not written to im-
prove labour standards, and their general effect has been to bring down-
ward pressure on labour rights.*®

Finally, a continued hallmark of Canadian bilateral trade deals re-
mains the closed and non-transparent process for their negotiation.
Input may be formally solicited from the public through internet-based
consultation processes. However, these provide little if any informa-
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tion to organizations seeking to understand and influence the govern-
ment’s agenda and have no feedback loop, rendering them pointless.
In the summer of 2007, an internet-based consultation to help develop
Canada’s agenda for intellectual property issues was launched even as
negotiators were already pursuing an IP agenda in bilateral trade talks
with Peru and Colombia. Officials would provide no information on
what Canada was seeking, and no response was ever received from let-
ters of concern that were sent by civil society organizations.

Draft texts or even basic negotiating goals and positions are not dis-
closed or debated publicly on bilateral deals. Even for wTo processes
there is more publicly available information on proposals and counter-
proposals made by governments. It is important to note that, in con-
trast, industry groups have considerable access and substantive consul-
tation roles on texts and positions.

...Something new

Apart from its breadth and pace, what else differentiates Canada’s bi-
lateral trade agenda in this period? There has been a decided Americas
slant to the recent pursuit of bilaterals. Trade agreements seem to be
the primary implementation feature of Canada’s otherwise not well-de-
fined new “Americas Strategy”” This strategy was launched in July of
2007 by the prime minister with ambitious talk of a higher profile for
Canada in our own hemisphere to promote prosperity, security, and
“the fundamental values of freedom, democracy, human rights, and
the rule of law”*® Understanding this wider foreign policy context pro-
vides important insight into some of the new features of the recent bi-
lateral trade agenda.

In launching the Americas Strategy with a major speech in Chile,
Prime Minister Harper raised concerns regarding the wave of govern-
ments choosing populist, authoritarian, and socialist paths in the re-
gion. With little reflection on the substantive differences among Latin
America’s new “left” economic experimentation, let alone the import-
ance for countries to set their own development path, Harper warned
against this trend. Canada was identified as offering a different, more
balanced model to be emulated over the more extreme capitalism of the
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U.S. At the same time, “free trade” was positioned explicitly as a means
to set countries on the right path.”

While heralding human rights as core Canadian values and trying
to differentiate Canada from the U.S., the prime minister courted U.S.
allies in the region for trade partners, including Peru and, most con-
troversially, Colombia, the government with arguably the worst human
rights record in the region. Incredibly, Harper even lobbied for the U.S.-
Colombia trade deal, urging Democrats who were withholding support
for the deal on principled human rights grounds to support the deal to
save democracy in Colombia. (See Katz elsewhere in this volume.)

The point to note is that previous Canadian governments often
took pains to downplay the political implications of trade agreements,
pointing to basic market efficiency theories as the rationale. With the
Americas Strategy, the Harper government has identified bilateral trade
deals as an explicit component of a new U.S.-style strategic approach
for Canada’s role in the region to help keep governments on the “right”
political path. Other analysts have also noted the growing links under
the Harper government between the trade and security agendas in
the Americas, as profiled in the Security and Prosperity Partnership
Initiative with the U.S. and Mexico.* The link to a more U.S.-influenced
trade agenda can also be seen in the details of the bilateral trade deals
in the Americas. Perhaps the most significant policy departure is in in-
tellectual property rights (1PRrs).

At the multilateral level, there is a heated debate on the develop-
mental impacts of high intellectual property standards. At the World
Intellectual Property Organization (w1ro) and the wTo TRIPS Council,
developing countries are working for a developmentally-friendly policy
environment for technology issues, from protection of biodiversity and
addressing bio-piracy, to technology transfers, to generic competition
for medicines.

This development agenda for 1PRs has been met with resistance
and backlash from pharmaceutical companies, among others. Industry
groups have mounted a number of initiatives to lock-in market protec-
tions and monopoly control.” Pursuing IPR commitments beyond wTo
requirements has been a hallmark strategy for U.S. bilateral trade agree-
ments. Canada has not historically been a promoter of this agenda. Yet,
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as a part of the new focus on bilateral trade deals in the Americas, the
Canadian government pursued intellectual property demands in the
negotiations with Peru, Colombia, and the Dominican Republic. While
the goals and agenda for Canada were never made public, one can as-
sume Canada was not seeking to lower IP standards.

More generally, signals from the Harper government on intellectual
property have been troubling. In 2006, Canada unilaterally changed its
policies to increase data exclusivity protection for patented drugs from
five to eight years.* This move surprised analysts, since it was a “con-
cession” made outside the context of a trade negotiation and beyond
what Canada’s wTo commitments require. It also had significant cost
implications for Canadian health care.”® The move to add IP to bilat-
eral trade negotiations fits this trend of a growing pro-1PR orientation
in Canadian policy.

Finally, it is worth noting a pragmatist trend on the bilateral agen-
da, perhaps one which is part of the commitment to rapid acquisition
of new trade deals. While there is a new political framework clearly
at play in the Americas and in the trade agenda generally, the govern-
ment has also been adaptable to circumstance. When negotiations on
the Andean pact for a joint agreement with Peru and Colombia began
to falter, because the Colombia negotiations were more difficult, the
Canadian government severed them and moved to close the Peru deal
separately and in record time. When talks on intellectual property were
proving difficult with these same Andean partners, Canada dropped its
insistence on an IP chapter.

Parliament and civil society respond

The context of minority government

What has been the public and political reaction to the Canadian agenda
on trade and investment since 2006? A defining part of the Canadian
political context in the last five years has been minority governments.
In the parliamentary system, a minority government still holds execu-
tive power and wields control over policy. But there is a sharp public and
political sensibility that the mandate is limited, the threat of confidence
motions is potent, and the legislative agenda requires careful manoeuv-
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ring. The role of Parliament in shaping the public agenda, in addition to
controlling legislative outcomes, becomes more pronounced. This has
been no less true with respect to the trade agenda.

As aresult, Parliament has become an important entry point for civil
society and for the concerned public on trade issues. Where constituen-
cies raised concerns, notably with the South Korea deal and Colombia,
the role of parliamentarians and parliamentary committees has been
important. Parliament has been able to question deals, prolong debate,
and shape the media reporting on the negotiations, ultimately influen-
cing the negotiating context. Other deals, such as with EFTA and the
Dominican Republic, have received less public attention and corres-
pondingly there has been less parliamentary involvement.

The power of constituency and citizen action: Korea and Colombia
Canadian labour, notably the auto-workers’ union, mobilized in signifi-
cant numbers against the Korea deal, based on the likely adverse con-
sequences for Canada in terms of manufacturing exports and jobs.>*
Opposition parties, through the Standing Committee on International
Trade (c11T), devoted significant resources and time to hearings, ques-
tioning officials and ministers repeatedly on the terms of the deal. The
Canada-Korea deal remains not concluded, due not only to public cri-
tique but also significant challenges in the negotiations themselves and
domestic political uncertainties in South Korea.

The Canada-Colombia deal was intended to be a quick process.
Negotiators of the deal, launched in July 2007 alongside Peru, aimed
to wrap up the talks by the end of that year. The executive power of
Canadian government meant that nothing, in principle, stood in the way
of a signing, save the negotiations themselves. Achieving a quick deal
with Canada was important to the political agendas of both President
Alvaro Uribe, who needed a good housekeeping seal of approval from
the international community, and of Prime Minister Harper. For the lat-
ter, the deal was the flagship initiative of his new Americas Strategy and
a nice deliverable for President George Bush, who could use Canada’s ap-
proval as motivation to move the U.S. agreement through Congress.

But neither civil society nor Parliament would let the Colombia
deal go by without a fight. Human rights, labour, and development or-
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ganizations mobilized significant media attention at Canada’s choice
of Colombia as a trade partner. For its part, while the c11T was slow to
take up Colombia, being preoccupied with the larger South Korea deal,
it eventually forced Minister Emerson to appear to answer questions.
The c11T also undertook a major study on the human rights and en-
vironmental impacts of the deal.

The visit to Canada of U.S. Congressman Michel Michaud, a lead-
er in the Democratic caucus against the U.S.-Colombia deal, played an
important role in alerting Opposition parties and the Canadian govern-
ment to the wider geopolitical implications for Canada in forging ahead
to sign with Uribe, especially in the context of the impending U.S. elec-
tions. Colombia sent senior officials and the Vice-President to Ottawa,
and Ottawa sent ministers to Bogotd in an obvious effort to regain mor-
al ground and set the public record straight regarding the “commit-
ment” of the Colombian government to human rights and democracy.
This, notwithstanding the continued serious human rights violations in
Colombia and a growing political scandal that was engulfing the Uribe
administration, linking it to paramilitary death squads.

The Canadian government concluded negotiations with Colombia
in June 2008, and with incredibly audacity announced that the deal
was done just days before the ci1T was to wrap up hearings and pro-
duce its recommendations regarding the agreement. But with the ne-
gotiations closed, the c11T report was superfluous. Parliament was not
amused. This final act of arrogance united all three Opposition parties.
The recommendations in the c11T report include that no agreement
with Colombia should proceed without a human rights impact assess-
ment and without legislative provisions for ensuring corporate account-
ability of Canadian companies to human rights standards for their oper-
ations in Colombia. Shortly after the report’s release, the Conservative
party disassociated itself from the recommendations.

Power and vulnerability for the Harper trade agenda

On the whole, the Harper trade and investment agenda has obvious mo-
mentum. On the multilateral front, it is so similar to previous Canadian
agendas that it generates little controversy. But on bilateral issues (and
on NAFTA), which are more infused with signature new foreign policy
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directions, the agenda is more vulnerable. Parliament has the power to
demonstrate that the new directions are a minority agenda and may not
reflect the majority political will of the country. Could this ever have
substantive policy effect? Not easily, but maybe.

The power of executive government, including the power to negoti-
ate and ratify new treaties, remains intact. But the Conservative govern-
ment, as part of its new “accountability” agenda, has brought in policy
that requires all new international treaties to go before Parliament be-
fore ratification.> The new policy affords the possibility that Parliament
can discuss, debate, or even vote on a treaty (even if not binding). If par-
liamentary opposition were united in the majority against a particular
treaty, a vote could display that the will of Parliament opposes a deal.
The jury is out on whether the government would exercise its legal au-
thority to continue with the deal, or bow to Parliament’s wish not to rat-
ify. This would pit the government’s commitment to parliamentary ac-
countability against its commitment to free trade agreements. The gov-
ernment’s recent dismissal of the c11T report on Colombia bodes ill for
the “accountability” side.

One thing is certain: recent public debate over the direction of trade
and investment policy is unlikely to diminish. The world’s current triple
crises — finance, food and climate — are all linked to an overly dogmatic
commitment to the liberalization of capital, trade, and investment flows.
These predilections are compounded by inadequate public oversight and
regulation to safeguard the interests of ordinary people and the environ-
ment. The debate — in Canada and globally — will continue.
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Harper and NAFTA-Plus

Deep integration by stealth

Bruce Campbell

THE NORTH AMERICAN Free Trade Agreement (NAFTA), along with
its predecessor, the Canada-U.S. Free Trade Agreement (FTA), has been
the primary legislative edifice shaping Canada-U.S. integration since
1989. However, NAFTA was never the end-game for business élites.
Rather, it was a vehicle for advancing the broader goal of deepening in-
tegration. Rarely articulated, the end-game is a unified continental mar-
ket with harmonized institutions, policies and regulations, and with the
border as an economic impediment fading into insignificance.

Given the huge power imbalance among the three countries, “ad-
justment” by the smaller partners to the more privatized, deregulated
U.S. model — a kind of informal political integration — is the desired
ultimate outcome.

Especially after September 11, 2001, it became obvious to big busi-
ness and the policy establishment that NAFTA by itself was no longer
adequate. Moreover, at the same time as incremental measures to ex-
tend and deepen NAFTA were being implemented, the U.S. preoccu-
pation with homeland security was forcing the project into a defensive
mode. Instead of the border fading into insignificance, it was actually
thickening, thanks to intensified U.S. security measures and Canadian
efforts to comply with them.
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At the urging of big business, North American leaders convened
the Security and Prosperity Partnership accord (spp) in March 200s5.
Political leaders knew that a highly visible, comprehensive NAFTA-plus
negotiation would be politically risky, given the level of public contro-
versy it was sure to provoke. The spp (now in its fourth year) is their
Plan B — an executive-level process, out of the eye of the public and par-
liamentarians, through which they are advancing their deep integration
priorities incrementally. NAFTA Leaders and key Ministers meet regu-
larly with business representatives through an spp advisory body called
the North American Competitiveness Council (NAcc). Business out-
lines its priorities, the politicians respond, consensus is reached, and
civil servants implement.

The Harper government’s initiatives to deepen NAFTA-style inte-
gration with the United States appear more like a continuation than a
radical departure from the Martin Liberals. This is not surprising since
big business (to which both parties have close ties) has been driving the
agenda and since the policy establishment is on board with the general
direction, if the not the precise shape and speed, of integration.

Modest differences, however, can have large consequences. For
the Liberal government, deep integration was more a practical neces-
sity — inevitable if not desirable. The Harper Conservatives are more en-
thusiastic about deep integration, which they see as part of their long-
term goal to remould Canada into a conservative society more in the
image of the United States.

Minority status has thus far limited the Harper government’s ability
to implement its agenda through legislation. But it has made significant
progress at the executive/administrative and regulatory levels, largely
out of public view. Since the dominant political culture in Canada is
progressive, Conservative strategists know they must move carefully,
maintaining a moderate image if they are to avoid electoral defeat and
eventually achieve a majority government.

This chapter examines several NAFTA-plus initiatives that illus-
trate the Harper government’s efforts to cement even further its alli-
ance with big business, ingratiate itself with the U.S. administration, and
use NAFTA to advance its own political agenda. Security and military
initiatives — also part of the deep integration agenda — are not covered
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here. Finally, it addresses the issue of NAFTA renegotiation in light of a
possible U.S. Obama presidency and makes some preliminary sugges-
tions for a progressive response to the renegotiation challenge.

The Softwood Lumber Agreement

In April 2006, several months after the Harper government took office,
it signed a preliminary settlement to the long-standing softwood lumber
dispute, the latest round of which had dragged on since 2001.

The deal, ratified in the fall of 2006, was a major capitulation to U.S.
demands. The Canadian industry had won virtually all of its appeals
under NAFTA and the wTo against U.S. countervailing and anti-dump-
ing duties on Canadian exporters. Yet the U.S. government continued to
ignore the rulings, using every trick in the book to delay and obstruct.
More recently, Canada had taken its case to the U.S. trade court, where
it was also winning.

The previous government had balked at the American demands— even
as the major exporting provinces (notably British Columbia) unilaterally
changed their forest policies to comply with U.S. demands — choosing to
let the legal proceedings run their course. But the Harper government
was eager to demonstrate that it was better able to “normalize” relations
with the U.S., which had become strained in the wake of Canada’s op-
position to the Iraq war and Missile Defence, and get the softwood issue
off the front pages in order to pursue its own deep integration agenda.
Moreover, American demands were more in line with the kinds of “free
market” changes that the Conservatives favoured.

In July 2006, as the deal, which imposed a combination of quotas
and a 15% export tax on Canadian producers, was being finalized, a
U.S. court issued a preliminary ruling in favour of the Canadian ex-
porters. Also on October 13, 2006, one day after the Softwood Lumber
Agreement entered into force, the U.S. Court issued its final ruling:
there was no subsidy to Canadian exporters and no injury or threat of
injury to U.S. producers.

With the exception of a small group of multinationals, most produ-
cers were unhappy with the Softwood Agreement. But most were ex-
periencing severe financial stress, and the Harper government bullied
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them into accepting the settlement by threatening to withhold future
finance or support.

The deal gave back 80% of the $5.2 billion in duties that the U.S. au-
thorities had collected from the Canadian industry. Contrary to U.S. and
international law, the U.S. government kept a 20% cut, half of which it
distributed to the U.S. lumber lobby, also contrary to both U.S. and inter-
national law. The deal also implicitly accepted the U.S. argument that
Canadian governments were in fact subsidizing producers, when in fact
all legal rulings found otherwise. Finally, it gave the U.S. government the
right to oversee any future changes in Canadian forest policies.

The deal set up a new dispute resolution mechanism, replacing inter-
national and national court processes: the London Court of International
Arbitration. With the Agreement barely in effect, the U.S. government
was back knocking at the Court’s door, alleging Canadian breaches of
the agreement on the tax and quotas levels and government assistance
to producers in Québec and Ontario.

In June 2008, the U.S. Congress, contrary to the Agreement, passed
legislation authorizing U.S. border officials to monitor the Agreement
and verify that Canadian exporters were complying with the Agreement,
and empowering them to conduct audits and issue fines for non-com-
pliance. Thus continues — despite the “settlement” and the loss of sover-
eignty over forest policy — another round of U.S. harassment and ob-
struction.

The combined effect of export tax, the dramatic rise of the Canadian
dollar, record fuel prices, and the slump in the U.S. housing market have
all been catastrophic for Canadian softwood producers. Mills, often in
single-industry communities, have shut down, businesses have gone
bankrupt, and thousands of workers have been thrown out of work.

Canadian Wheat Board

The U.S. government has long pressured Canada to dismantle the
Canadian Wheat Board (cwB), the government farmer-run agency that
is the sole marketer of prairie grain. Unsuccessful in the FTA and NAFTA
negotiations, the U.S. government brought numerous complaints against
the cwB before NAFTA and wTO tribunals, all of them unsuccessful.
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At last the U.S. had a powerful ally within Canada to achieve a goal
that had so long eluded it. The Conservatives themselves (as well as the
Alliance and Reform parties from which they had sprung) have long
wanted to get rid of the Wheat Board, and they see NAFTA as a lever
to help achieve their goal.

The legality of the Wheat Board under NAFTA and the wTO stems
from the fact that it is a monopoly. Once the Harper government suc-
ceeds in breaking down its monopoly from within, and once private
companies are allowed to compete alongside the Board, then American
wTO and NAFTA challenges to the legality of the cwB become much
more likely to succeed.

Shortly after the Conservatives assumed power, the Minister of
Agriculture convened a task force on the Wheat Board, which the Board
itself boycotted. The task force’s October 2006 report recommended
ending the Wheat Board monopoly in two years. U.S. trade officials
publicly praised the Canadian announcement.

The government wasted little time in setting in motion its strategy,
as a cabinet document recently released under court order has revealed.
Following this blueprint, the government imposed a gag order on the
Board to prevent it from defending itself, fired its cEo, Adrian Meisner,
held a rigged plebiscite on whether to remove single-desk c wB authority
for marketing barley, and announced that, as of August 1, 2007, barley
would no longer be under the exclusive marketing control of the cw s,
but would have to compete with private companies.

However, a federal court judge ordered the government to halt the
removal of barley from the cwB’s control, determining that its action
was illegal because, among other things, it did not hold the required par-
liamentary vote. Then, in June 2008, another judge ruled that the gov-
ernment acted illegally in imposing the gag order on the Board.

These setbacks have not weakened Harper’s resolve. In the wake of
the barley ruling, he said the government would succeed “one way or
another” Clearly frustrated after the court’s lifting of the gag order on
the Board, Harper responded with his own heavy-handed view of dem-
ocracy: “The bottom line is this, mark my words... Western Canadian
farmers want this freedom and they are going to get it, and anybody

”y

who stands in their way is going to get walked over’
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Several bills currently before Parliament would do just that. Bill C-39
would take away the Canadian Grain Commission’s mandate to inspect
and regulate grain. Bill C-46 would take away the right of barley produ-
cers to a vote on the cwB’s role, and Bill C-57 would revamp the vot-
ers’ list for Director elections taking place in the fall, disenfranchising
even more farmers.

If Harper were to achieve his coveted goal of majority government,
the major stumbling block to the Conservatives’ efforts would be re-
moved. The impact on farmers, grain handlers, and grain-dependent
communities would be devastating. (See Forsey elsewhere in this vol-
ume.)

Intellectual property

At about the same time as the Harper government was caving in on
softwood, it was amending Canada’s drug patent regulations on data ex-
clusivity, effectively extending the period during which the drug multi-
nationals have exclusive monopoly rights —something the U.S. had been
demanding for years. Generic drug companies now have to wait six years
after a brand name drug has entered the market to apply for approval
to market a generic equivalent, and another two years to actually ob-
tain market approval. Until then, the government could approve a gen-
eric drug during the first five years after the brand name drug received
market approval, using the brand name company’s test data.

This change makes it even more difficult to bring cheaper generic
drugs to market, and hence tilts the balance even further toward pro-
tecting patent holders and away from the law’s mandate to balance pat-
ent protection with affordably priced medicines.

The other issue, currently before Parliament, is Canadian copyright
law. The U.S. has been pushing hard for Canada to adopt its copyright
infringement laws. USTR officials have for several years put Canada on
its annual intellectual property Priority Watch list.

U.S. Ambassador David Wilkins has made it a priority, publicly call-
ing on Canada to toughen its copyright law and alleging that Canada’s
copyright law was “the weakest in the G-7,” then following it up with a
letter to Stephen Harper urging greater enforcement.?
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The U.S. administration also made intellectual property a top prior-
ity at the spp table, as did the big business council’s (Nacc) February
2007 report to spPp ministers. One of the four priority deliverables an-
nounced at the Montebello summit was an Intellectual Property Action
Plan to combat piracy and counterfeiting. Though not reported, sources
told University of Ottawa Internet expert Michael Geist that U.S. offi-
cials told their counterparts that any progress on Canadian concerns
such as “the thickening border” would be contingent on “progress” on
Canadian copyright changes.*

The government introduced its amendments to the copyright act in
June 2008 (Bill C-61). According to Geist, priority No. 1 for the Harper
government was to meet U.S. demands, and Bill C-61 delivered. The
bill has been dubbed by its critics the Canadian Digital Millennium
Copyright Act because of its close resemblance to the U.S. legislation of
the same name. Geist said the bill skews the balance between creator
and user rights, eviscerating the latter, erects new barriers for teachers
and students, and makes it impossible to protect privacy against inva-
sion by digital media companies.

Regulatory harmonization: Food, drugs and chemicals

Continental regulatory harmonization is central to the deep integra-
tion, or NAFTA-plus, agenda. Many of the spp initiatives are regulatory
in nature. One of the few announced “deliverables” of the Montebello
Summit was a regulatory harmonization framework agreement and a
sub-agreement on chemicals regulation, and one of the five action prior-
ities identified by the leaders coming out of the 2007 Montebello summit
was “safe food and products.” This was reinforced by the 2008 leaders’
joint statement at the New Orleans summit, which directed officials to
“collaborate to promote the compatibility of our related regulatory and
inspection regimes” in the area of food and product safety.

It is extremely difficult, given the lack of transparency, to trace the
line from the spp to Canadian policy outcomes, but from the fragmen-
tary information that has leaked out, the direction is toward relaxing
rather than tightening existing regulations. For example, we've learn-
ed the following:
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» An spp working group has been negotiating the raising of limits of
pesticide residues for produce entering Canada.

« The Montebello agreement on chemicals has shifted the Canadian
chemicals regulation regime, which was till then positioned
somewhere between the more stringent safety-first regime of
the European Union’s REACH program and the business-friendly
American approach, into the U.S. regulatory camp.

» The American chemicals industry is using the spp agreement in
its global lobbying campaign to dilute and diminish the global
impact of the European program, which they say puts too great
a burden on the industry. The three NAFTA governments are
pushing the Montebello accord as a counterweight to REACH in
international forums.

« In December 2007, the government announced its new policy
on food and product safety. While giving the government new
powers of product recall and enforcement, it also allowed the
government to put new drugs on the market faster without the
current level of safety testing. This business demand for relaxing
drug-testing requirements was made by the NACc in its report to
spP Ministers.

.

A leaked November 2007 Treasury Board memo revealed that
the government was mandating the Canadian Food Inspection
Agency to move toward the U.S. model of handing over key parts
of food inspection to the industry, and downgrading the agency
to performing an oversight role. According to an “anonymous
leading Canadian academic expert on food risk management”
interviewed by CanWest News, there is almost unanimous
agreement among public health experts that the greatest risks of
new infectious disease are related to animal products and food,
and that “reducing food safety controls could be disastrous if there
is an outbreak of a new food-borne disease..”* Moreover, these
changes, along with the elimination of the payments to producers
to test cattle for BSE, will increase the risk of another outbreak
and U.S. closure of the border. (As this book goes to press, in the
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wake of a deadly listeria outbreak at a Toronto meat processing
plant, media reports reveal that the cr1a had already begun
implementing [in March 2008] these food inspection deregulation
measures outlined in the Treasury Board document.)

Foreign investment

The heart of NAFTA was the extensive deregulation of foreign invest-
ment controls, new limitations on the activities of public corporations,
and new powers and freedoms for multinational corporations.

The NAFTA investor-state dispute mechanism is one of the most in-
sidious provisions in NAFTA. It allows corporations to challenge (before
an arbitration panel of judges) governments whom they claim have im-
plemented laws or regulations that impede their profit opportunities.
It has led to some 50 claims (18 against Canada), almost half of which
involve challenges to policies or laws on environmental protection or
resource management.’

Successful complaints have led to the reversal of some measures, but,
more significantly, it has created an atmosphere of regulatory chill, dis-
couraging governments from bringing in measures to protect the pub-
lic. Moreover, because of its almost unlimited scope, it has extended
NAFTA’s reach into areas that were supposedly excluded from the
Agreement, including water exports, log export controls, public postal
services, agricultural supply management systems, cultural policy, etc.

The investor-state dispute provision allows corporate interests to
trump the public good. Even FTA negotiator Gordon Ritchie called it
“an ill-conceived construct.” It should be scrapped. The Harper govern-
ment has not called for changes to investor-state. Rather, it has stated
emphatically that NAFTA should not be reopened. Given the Harper
government’s track record, it is almost certainly supportive of NAFTA’s
investor-state clause.

Foreign ownership limits in key sectors such as banking and tele-
communications were maintained. Government could still screen for-
eign investment, but its scope and enforcement capacity were weakened.
Until May 2008, when Industry Minister Jim Prentice denied the take-
over of Canadian space company MacDonald Dettwiler by U.S. arms-
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maker Alliant Techsystems, Investment Canada had a “perfect” record
of approving all 1,500 foreign takeovers since its inception in 1985. (See
Watkins elsewhere in this volume.)

The MDA decision went against the Conservative image of oppos-
ing interference in corporate decision-making. This case was unique,
however, and is unlikely to be repeated. On the contrary, it is more like-
ly that the Conservative government will deregulate foreign investment
beyond NAFTA.

Following a massive wave of foreign takeovers, Harper’s handpicked
panel of businessmen on foreign investment and competition policy, like
the Manley panel before it, delivered the desired result. The June 2008
Panel report’s recommendations included: tripling of the threshold that
would trigger a review; shifting of the onus of proof from companies
having to show “net benefit to Canada,” to the government having to
show that a proposed takeover is not in the “national interest;” and lift-
ing of restrictions on foreign investment in banking, telecommunica-
tions and broadcast, airlines, uranium and cultural sectors.?

Deep integration extremists have been advocating these NAFTA-
plus measures for years. They could well be part of a Harper majority
government agenda.

Oil and gas

Arguably the biggest single concession Canadian negotiators made in
NAFTA was to surrender control over our energy resources. With the
U.S. share of Canadian production now guaranteed, soaring demand
has boosted its share of Canadian gas to over 60%, and its share of oil to
two-thirds and growing quickly. U.S. and Canadian corporations — with
the blessing of the Alberta and federal governments — have been in-
vesting massively in the vast (and now commercially viable) Athabasca
tar sands.

The main purpose of the spp energy working group is to help reduce
environmental and other regulatory barriers that stand in the way of tar
sands development and construction of the pipeline infrastructure ne-
cessary to transport oil to U.S. markets. Bilateral pipeline agreements
have been signed; and understandings have been reached on regulatory
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approvals, environmental assessments, etc. Little is known about these
accords. However, the National Energy Board has recently approved
several massive pipelines to carry raw bitumen from the tar sands to
U.S. refineries. The capacity of the two most recent approvals exceeds
the total volume of Alberta’s 2006 oil exports.®

NAFTA renegotiation

The issue of NAFTA renegotiation came to the fore during the U.S.
Democratic party primaries in the winter of 2008. Front runners Barack
Obama and Hillary Clinton both pledged to reopen NAFTA, and, if
Canada and Mexico refused, to scrap it altogether. Obama said NAFTA
was a mistake and told Meet the Press: “I will make sure that we renegoti-
ate NAFTA” He said he would use the threat of opting-out as the ham-
mer to get improvements in NAFTA."
Obama’s stated renegotiation priorities are three-fold:

We must add binding obligations to the NAFTA agreement to protect
the right to collective bargaining and other core labour standards recog-
nized by the International Labour Organization. Similarly, we must add
binding environmental standards so that companies from one country
cannot gain economic advantage by destroying the environment. And
we should amend NAFTA to make clear that fair laws and regulations
written to protect citizens in any of the three countries cannot be over-

ridden simply at the request of foreign investors.”

Obama also said he would continue having annual meetings with
the other NAFTA leaders, but that they would, unlike the spp, be trans-
parent and that big business would no longer have exclusive access. He
would seek “active and open involvement of citizens, labour, the pri-
vate sector and non-governmental organizations in setting the agenda
and making progress”*

In March 2008, Obama’s senior economic advisor, Austin Goolsbee,
told Canadian consular officials not to worry about NAFTA renegoti-
ation, that it was merely campaign posturing. Their notes from the
meeting that were leaked to the press provoked a mini-incident in the
Democratic campaign; and a louder scandal in Canada over the source
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of the leak (ostensibly from the Prime Minister’s Office) and wheth-
er Stephen Harper was trying to influence the American presidential
race.

Canadian politicians, business leaders, media pundits and peddlers
of free trade conventional wisdom responded with predictable bluster.
Then Trade Minister David Emerson warned: “If you open it [NAFTA]
for one or two issues, you cannot avoid reopening it across a range of
issues” He added that Americans’ privileged access to Canada’s mas-
sive oil and gas reserves could be disrupted.”

NAFTA leaders and business representatives assembled for the fourth
spp summit in New Orleans also warned against reopening the agree-
ment. At the leaders’ press conference, Harper stated that “we” need to
“deepen NAFTA even more” He then repeated the oil threat: “Canada is
the United States’ No. 1 supplier of energy. We are a secure, stable sup-
plier. That is of critical importance to the future of the United States...
If we had to look at this kind of an option, I'd say quite frankly we'd be
in a stronger position now than we were 20 years ago, and we'll be in a
stronger position in the future

Obama, now confirmed as the Democratic presidential candidate,
has softened his tone. In a June 2008 interview with Fortune magazine,
he conceded that the campaign rhetoric got a little overheated. Obama
said he believed in “opening up a dialogue” with trading partners Canada
and Mexico, “and figuring out how we can make this work for all people”
His opponents have characterized this as a flip-flop, dismissing the like-
lihood of a real NAFTA renegotiation. However, this “don’t worry” ap-
proach may be premature. Though his tone may have changed, there is
no indication at this point that his original intent with regard to labour
and environmental standards and foreign investor rights has altered.

What the people think...

In the U.S., a May 1, 2008 Pew Research Centre poll found that 48% of
Americans think free trade agreements such as NAFTA are bad, com-
pared to 35% who think they are good; 61% think that they have de-
stroyed jobs, 9% think they have created jobs, and 56% think they de-
press wages. A June 20, 2008 Rasmussen Reports national poll found
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that 56% of Americans want NAFTA renegotiated, including 49% of
Republican voters.

In Canada, a March 10, 2008 Angus Reid poll found that 45% of
Canadians think the federal government should “do whatever is neces-
sary” to renegotiate NAFTA; 24% think NAFTA should continue under
its current terms, and 8% think Canada should do what it can to leave
NAFTA altogether.

Finally, a June 2008 Strategic Council Globe-cTV poll comparing
Canadian and American opinions found that 44% of Canadians think
free trade has been bad for Canada; 43% think it has been good. This
compares with 36% of Americans who think it’s been bad for the U.S.
and 46% who think it’s been good for their country.

The Strategic Counsel expressed surprise at the Canadian results:

Given the prominence of the issue in the U.S. in recent years, and espe-
cially in the presidential primaries, it’s not surprising that opposition is
high in that country. In Canada, with broad cross-party support for free
trade and the almost universal buy-in from our media, government and
business élites, the high level of opposition will surprise many. This is a

sleeper issue among Canadians.”

The degree of Canadian public discontent with NAFTA, despite the
relentless pounding of the NAFTA propaganda machine for the last 20
years, is truly remarkable. Imagine how much more widespread the dis-
content would be if inconvenient truths about NAFTA impacts or the
actual contents of the Agreement were given a fair voice in the main-

stream media.

Conclusion

Clearly, the Harper government and the Canadian business community
do not want to renegotiate NAFTA. They especially don’t want environ-
ment, labour, or investor issues on the table since it could mean a ser-
ious recasting of the NAFTA model. They want to advance their NAFTA-
plus agenda defensively to reverse the thickening of the border, and of-
fensively to push ahead with military and security integration, harmon-
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ized regulations, laws and policies, a customs union, a North American
dispute tribunal, etc.

A majority of Canadians, on the other hand, want to renegotiate or
scrap NAFTA. As with many other public policy issues, the gap between
élite opinion and that of the general public is wide, indeed.

Although not currently high on the list of Canadians’ priorities, it
could become a proxy for discontent, for example, around econom-
ic issues such as the loss of manufacturing jobs. The NDP is the only
major national party calling for renegotiation. The Liberals might, if
this occurs, jump on the renegotiation bandwagon, but the Chrétien
flip-flop over NAFTA during the 1993 election could present credibil-
ity problems.

The items Obama put on the table — environmental and labour pro-
tections and investor rights — could benefit people in all three countries
if they succeed in rebalancing power relations between corporations and
citizens, between private interests and the public good.

However, they will meet with powerful resistance from entrenched
corporate interests in all three countries. Obama may not have the will
or determination to follow through and make a truly significant reform.
In the face of other more pressing issues, NAFTA may take a back seat
and changes may be disappointing. Nevertheless, progressive forces in
Canada should embrace the renegotiation challenge.

Integral to building the case for renegotiation, as the 15" anniversary
of NAFTA and the 20" anniversary of the FTA approaches, progressives
should step up their efforts to educate Canadians about the failure of
NAFTA within the broader frame of the failed neoliberal experiment:
how it depresses wages, displaces jobs, exacerbates patterns of inequal-
ity, heightens insecurity, constrains the ability of governments to act in
the public interest, and limits the scope of public services.

Progressives in all three countries should outline what a set of
labour and environmental provisions should look like in a revised
NAFTA. (Perhaps it should be renamed the North American Trade and
Development Accord to signal a change in the model.) They should
jointly call for the scrapping of the investor-state dispute mechanism,
and they should call for the replacement of the spp initiative with a dif-
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ferent mandate: transparent, and with full participation of parliaments
and civil society.

They should explore other common proposals for reshaping the
terms of North American integration to curb the power of the corpor-
ations. These could include joint or complementary industrial policy in-
itiatives to curb corporate offshoring of production and jobs, and meas-
ures to limit tax avoidance by corporations and the wealthy. They could
include provisions that place a floor, preventing downward harmoniza-
tion of environmental, labour, and social standards and social dumping,
while providing incentives to jurisdictions to implement higher stan-
dards and protections.

Progressives in each country will also want put forward issues specif-
ic to their national reality. For Canada, the priority list would include:

+ an end to proportional sharing of energy;
« exclusion of water from NAFTA;
« restoration of active industrial policy measures; and

« strengthening of government powers to protect and enhance
public programs and services.

Progressives in all three countries should pursue, wherever possible,
common or complementary strategies and policies. However, processes
of continental integration (benign or otherwise) very quickly spill over
into to the political realm, raising questions of nationalism, diversity,
democracy, culture and values, especially for the smaller partners. How
to achieve the right balance between national policy flexibility, auton-
omy consistent with democracy and international cooperation, and the
strategic pooling of sovereignty is an ongoing challenge of our time. In
the case of North America, the concept of pooling sovereignty, where
one partner vastly outstrips the others in size and power and is congen-
itally averse to the idea, is challenging in the extreme.
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The Softwood Lumber Agreement

Snatching defeat from the jaws of victory

Guy Caron

1T wouLD BE difficult to deny that Canadian politics have been in-
creasingly polarized since January 2006. The handling of most public
policy issues by the minority Conservative government has usually led
to a great deal of acrimony and confrontation among political parties
and stakeholders.

The 2006 Softwood Lumber Agreement is the exception to the rule.
Inheriting the trade dispute which predated the Canada-U.S. Free Trade
Agreement (CUFTA), the Conservatives managed to unite usually dis-
parate voices against them, such as the National Post, the NDP, a ma-
jor Fraser Institute spokesperson, and almost all players in the crucial
forestry industry.

How did they enrage so many, so quickly? In recent years, the dispute
had cost Canadian producers us$s billion as Canadian softwood lumber
was exported to the United States. The U.S. producers maintained that
Canada was engaged in unfair trading practices and imposed an extra
duty, which was then collected into a fund. Although trade panels con-
tinued to rule in Canada’s favour, the U.S. lobby was relentless. A few
weeks after coming to power, the neophyte Conservatives announced
they had come to a deal with the Americans.
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Conservative broken election promises

The public flogging the Conservatives received was well deserved. A few
months earlier, at the Conservative party’s Halifax convention, Stephen
Harper, then leader of the Official Opposition, stated that any Canadian
Prime Minister should ensure that the U.S. respect the rule of trade
law:

It is at least now established that the Prime Minister and President will
speak about the softwood issue in the hopefully not too distant future.
If I were Prime Minister at that time, what would a Conservative Prime

Minister say in that conversation?

First and foremost, I would seek a clear commitment of the United
States to comply with the NAFTA ruling. If the Canada-U.S. trade rela-
tionship is to remain a fair, stable, rules-based system, then the United
States has a moral obligation to return those duties to Canadian lum-

ber companies.

There can be no question of Canada returning to a conventional bar-

gaining table, as the U.S. ambassador has suggested.
You don't negotiate after you've won.

The issue is compliance. And achieving full compliance should be the

objective of the Prime Minister.!

It is now clear that Stephen Harper did not follow his own advice be-
fore signing the Softwood Lumber Agreement. Worse, the Conservatives
were so desperate to get an agreement — any agreement — that they
broke no less than three 2006 electoral campaign promises to get it.?

First, in line with Harper’s Halifax speech, the Conservatives prom-
ised to “demand that the U.S. government play by the rules on soft-
wood lumber” and “that the U.S. abide by the NAFTA ruling and re-
turn more than us$s billion in illegal softwood lumber tariffs” This
did not happen.

Secondly, the Conservatives reneged on the promise to “provide real
help for Canadian workers and businesses coping with illegal American
trade actions” by guaranteeing the repayment of the illegal tariffs through
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Export Development Canada. The forest companies were thus prom-
ised a win-win situation: they were getting back what they paid in tariffs
from the U.S. (provided they won in court), or from the Canadian gov-
ernment (if they lost). In either case, they would get the much-needed
security necessary to ensure sound investment decisions.

Once in power, the Conservatives refused to provide direct help
or guarantee any loan to help the industry stay afloat. There were dire
consequences, as the president of the Québec Forest Industry Council
(QF1c), Guy Chevrette, attested to the House of Commons Standing
Committee on International Trade*:

On August 18, the Québec industry considered whether it would be bet-
ter to accept a somewhat imperfect agreement or not have an agreement
at all. The consensus was that we should accept the imperfect agreement,

for a whole host of reasons...

Would the result of vote [of the members of the QFric] have been the
same? Well, I can tell you that there would not have been as broad a con-

sensus if there had been real loan guarantees in place...

A whole host of reasons prompted people to vote the way they did. Some
were just completely fed up and disgusted with the whole dispute. In
other cases, their financial position is extremely weak. And as you know
full well, others still have just asked for protection under the Bankruptcy

and Insolvency Act. For them, these deposits will be a shot in the arm.

The third broken promise? The Conservative electoral platform
vowed to “make all votes in Parliament, except the budget and main
estimates, free votes” for ordinary Members of Parliament. But Stephen
Harper declared the ratification of the Agreement by the House of
Commons to be a motion of confidence in the government, in spite of
this electoral commitment.

The root of the problem

The 2006 Softwood Lumber Agreement didn’t put an end to the crisis
which, it should be remembered, dates back over 25 years, not to 2001,
as is commonly assumed.*

Economy, Trade and Investment 141



TABLE 1 History of the Softwood Lumber Agreement

Countervailing duty
investigations Outcome

Softwood Lumber I: 1982  U.S. authorities decided there was no
Canadian subsidy

Softwood Lumber II: 1986  15% U.S. Import tax; Replaced by 15%
Canadian export tax in MOU

Softwood Lumber III: 1991 After cUFTA, Canada unilaterally terminates
the mou; Countervailing case filed by U.S,;
Canada wins appeal against countervailing duty
in cUFTA (1993 and 1994); U.S. revokes duties
against Canadian lumber (Aug. 1994); Bilateral
consultation ends with a five-year Softwood
Lumber Agreement (1996 SLA)

Softwood Lumber IV: 2001 In 2001, the U.S. imposes countervailing and
anti-dumping duties amounting to 27.2% (Apr.
2002); Canada wins a series of wTo0, U.S. Inter-
national Trade Tribunal and NAFTA decisions;
One day prior to the final appeal of the NAFTA
panel decision ruling, the 2006 Softwood Lum-
ber Agreement is signed.

SOURCE Gulati, Sumeet and Malhotra, Nisha, Estimating Export Response in Ca-
nadian Provinces to the Canada-US Softwood Lumber Agreement, Canadian Public
Policy, Vol. XXXII, No. 2, 2006 (updated by author)

Actl

In 1982, the U.S. lumber industry was in bad shape. Interest rates had
peaked at 20.5% the previous year and were in double-digit country
in the four previous years, slowing down the housing industry. The
Canadian lumber industry, boosted by a simultaneous 25% deprecia-
tion of the Canadian dollar, suddenly found itself in position to take
over the North American market.

The U.S. industry cried foul and called for the Reagan administra-
tion to slap an import tax on Canadian lumber, claiming that the fees
charged by some provincial governments for harvesting softwood on
Crown lands were too low. The U.S. government was unwilling to fol-
low up on these charges, and the first act of the softwood lumber dis-
pute died down.
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ActIlI

In 1986, the situation had barely improved, and the U.S. industry once
again complained that the stumpage fee on Crown lands (as opposed
to their auctioning) constituted an unfair trade practice. The industry’s
arguments may have been more convincing this time around, or it might
have been that the Reagan government wanted a trump card for their
ongoing trade agreement negotiations with Canada. In any case, the U.S.
government slapped a 15% countervailing duty on Canadian lumber.

The Mulroney government felt the pressure and caved in by agree-
ing to set a 15% export tax that replaced the U.S. import tax through a
Memorandum of Understanding (Mmou). This MoU was eventually in-
cluded as a side agreement to the Canada-U.S. Free Trade Agreement
(curTA). In buying the peace in this manner (or more accurately, by
using the industry’s money to buy the peace), Canada closed the second
act in the softwood lumber drama.

ActIII

In 1991, feeling that cUrTA (the Canada-U.S. Free Trade Agreement,
which came into effect in 1989) provided sufficiently adequate provisions
to regulate the lumber trade, Canada terminated the export tax. The U.S.
replied by re-establishing the countervailing duty. The U.S. was com-
pelled to revoke this action after Canada won its case through cUFTA’s
dispute settlement mechanism appeal process. Bilateral negotiations
were then undertaken, and a five-year Softwood Lumber Agreement was
signed on April 1, 1996. That is how the curtain fell on the third act.

ActlV

The Agreement ran its course and expired in March 2001. The U.S. re-
sponse was swift: A mere month later, the U.S. Department of Commerce
initiated yet another investigation, and the following March applied
countervailing duties of up to 35%. The curtain was lifted, and the fourth
act included ongoing litigation in trade courts at all levels of govern-
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ance. In a short while, the U.S. had collected over $5 billion in duties
from Canadian producers exporting to the U.S.

In the spring of 2006, the Conservative government was swift to
declare victory, claiming the Softwood Lumber Agreement ended the
fourth instalment of this drama, which Canadian lumber companies
would surely call a tragedy. But most industry experts and players quick-
ly predicted that the terms of this Agreement all but ensured there will
be an Act V to the softwood lumber dispute in the near future.

Privatized forests vs. socialized Crown lands?

Why is the Canadian lumber industry consistently in the cross-hairs of
the U.S. Department of Trade? Are the companies and provincial gov-
ernment really guilty of unfair trade practices? Are they illegally pricing
the U.S. lumber industry out of their own markets?

The core of the dispute lies in the ownership of North American for-
ests and the way access to the resource is distributed.

In the United States, most forestland is private and, in large part, be-
longs to lumber companies. Constitutionally protected property rights
provide full freedom for these owners to dispose of these forests as
they see fit, and, because of their importance, the companies largely
set market prices.

Canada’s forests belong mostly to the Crown. Logging rights are at-
tributed at a set price, and, unlike the U.S. public forests, the industry
here pays for most of the costs attached to roads, replanting, and pro-
tection against forest fires and other disasters. Other conditions are
regularly set, depending on the provinces, such as “appurtenance,” or
the obligation for a company to cut and transform the lumber where it
is picked up, thus ensuring livelihood for communities living near the
resource.

Living in a privatized world, the U.S. lumber industry perceives
Canada’s largely public forests to be an example of creeping socialism,
contrary to the principles of free enterprise, and concludes that, because
it exists in a “socialized” system, the Canadian industry must be living
off subsidies and thus unfairly competes with the U.S. market system.
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This explains why the U.S. has repeatedly tried to impose its sys-
tem in Canada, albeit with limited success so far. British Columbia has
agreed to implement some form of auction, but no province is serious-
ly considering privatizing its forests in the American way. At least, not
yet.

The terms of the Agreement

For two countries that are consistently praying at the altar of freer trade
and unfettered markets, the 2006 Softwood Lumber Agreement is deep-
ly interventionist and protectionist — even though the protectionist as-
pect is one-sided in favour of the southern industry.

There are three main aspects of the Agreement:

» Canada received Us$4 billion back from the total of us$s billion
in duties illegally collected by the U.S.

« Canadian producers were compelled to choose between two
options involving export taxes and quotas.

«» Canada had to forfeit $1 billion of the disputed funds, which were
then distributed to U.S. lobby and industry groups.

1. Canada gets back some of the money illegally collected

At the heart of the matter was the Us$5 billion paid over the previous
five years by Canadian lumber producers in duties. Trade courts from
NAFTA and the wTO repeatedly ruled that such duties were illegally
collected, but, in signing the Agreement, Canada agreed to forfeit a por-
tion of these duties, collecting only us$4 billion.

To add insult to injury, the Canadian forest industry paid $5 billion
in countervailing duties with a strong U.S. dollar, but got $4 billion back
of a much weaker currency. This means that the industry didn’t get back
80 cents on the dollar, but more around 60 cents on the dollar. In other
words, if Canadian lumber companies were to get back these duties with
a constant U.S. dollar, they would have obtained close to $6.5 billion.
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TABLE 2 2006 Softwood Lumber Agreement export tax and quota formulas

Prevailing Option A: Export Tax Option B: Export Tax (as % of
Monthly Price  (as a % of Export Price) Export Price) AND Quota
Over US$355 No Export Tax No Export Tax and No Quota
US$336—355 5.00% 2.5% Export Tax and

34% U.S. Market Share
US$316—-335 10.00% 3% Export Tax and

32% of U.S. Market Share
Us$315 or under 15.00% 5% Export Tax and

30% of U.S. Market Share

2. Canadian producers must choose between two options

As Table 2 shows, should the price of lumber fall below Us$355 per thou-
sand board feet, the main regions of Canada will either pay an export tax
that increases as the price decreases or will be subject to a quota and an
export tax, both varying according to the price of lumber.

Alberta and British Columbia chose Option A while Québec,
Ontario, Saskatchewan, and Manitoba chose Option B. (The Maritimes
were excluded from the Agreement, arguably because most of the soft-
wood exploited in Atlantic Canada grows in private forests.)

At the time of the signing, the lumber price was Us$290 per thou-
sand board feet. Since then, it reached a peak of Us$309 in August 2007.
As these lines are written, in June 2008, the last month for which data
were available, prices stood at us$281.° This means that Canadian pro-
ducers have paid the highest export tax possible and were subjected to
the lowest quota amounts during every single month that elapsed since
the signing of the Agreement, and will continue to do so for the fore-
seeable future.

Over and above option A’s export taxes is also a “surge mechanism,’
a surcharge that kicks in if a region exceeds a given maximum volume
in exports. If this volume is exceeded by more than 10%, the applicable
export tax increases by half.
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CHART 1 Prevailing monthly lumber price (US$)
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3. Canada must return us$1 billion to U.S.

The Harper government also agreed to give away Uss$1 billion of the
collected duties that legitimately belonged to the Canadian softwood
industry players. Half of this money found its way toward the coffers of
the U.S. Coalition for Fair Lumber Imports, the same group that is be-
hind all the trade challenges.

The Conservatives thus yielded lunch money to the school bully
and undoubtedly endowed him with a war chest for future trade chal-
lenges.

The U.S. government announced that the remaining us$500 million
would be distributed as follow:

+ Us$200 million to the U.S. Endowment for Forestry and
Communities to support educational and charitable causes of
public interest in American timber-reliant communities (Canada’s
timber-reliant communities receive nothing);
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» Us$150 million to the American Forest Foundation, an
organization representing the interests of private forestland
landowners;

» Uss$100 million to Habitat for Humanity, which announced
the funds will be allocated through 4,000 grants of Us$25,000
each — the cost of lumber for the typical U.S. Habitat home.

» Us$s50 million to the Bi-national Council, a mysterious
organization whose officers are the executives of large timber
companies and one of whose co-chairpersons is the chairman of
the U.S. Coalition for Fair Lumber Imports, Steve Swanson.

When the deal was announced to Parliament on April 26, Stephen
Harper said: “I am pleased to announce today that the United States
has accepted Canada’s key conditions for the resolution of the softwood
lumber dispute. Canada’s bargaining position was strong, our position
was clear, and this agreement delivers.”

The Agreement did deliver...lots of moneybags to the U.S. lumber
industry.

Canada comes to the rescue of the U.S....twice

Harper was at least right about Canada’s bargaining position, which was
strengthened by numerous decisions from international and American
trade courts that consistently ruled in favour of Canada in this dispute.
The last such decision prior to Harper’s April 2006 announcement was
rendered unanimously. A month before the Harper-Bush Softwood
Lumber Agreement, a NAFTA panel ruled that Canada’s subsidies to
its lumber industry amounted to less than 1%’. Thus, the U.S. was not
entitled to collect countervailing duties.

The panel itself was composed of three Americans (including a judge
who had specifically been appointed by the U.S. to ensure the panel
would respect the standard of review) and two Canadians. There was
no impropriety noted during the decision, but the U.S. was entitled to a
last kick at the can by filing an extraordinary appeal. It had until April 27
to do so, and a final decision would have been announced seven months
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later. That decision would have meant the end of the dispute. All the
trump cards were in Canada’s hand.

But Canada folded this winning hand. By announcing this Agreement
on April 26 — the day before the extraordinary (and final) appeal-fil-
ing deadline, the Conservative government prevented this major case
for jurisprudence from getting in the books. The announcement of the
Agreement effectively suspended the NAFTA panel decision.

It gets worse. As long as a final Agreement was not signed — and ne-
gotiations were ongoing in regard to the last details of the deal — trade
courts continue to study and rule on the cases that were presented
to them. The World Trade Organization continued to assess the dis-
pute. Canada’s bargaining position was strengthened yet again with the
August 15, 2006 wTO ruling in favour of Canada in the calculation of
anti-dumping duties.®

Refusing to be swayed by this ruling in Canada’s favour, the
Conservative government reacted by announcing it would introduce
the Softwood Lumber Agreement to Parliament and it would raise the
stakes by making the vote a question of confidence. This meant Harper
was threatening an election over the matter. The Agreement was signed
on September 12 and, with the support of the Bloc Québécois, it was
adopted on September 19 to come into force on October 12.

Fool me once, shame on you; fool me twice, shame on me

The announcement of the Softwood Lumber Agreement occurred the
day before the deadline for the filing of a last appeal, while the sign-
ing occurred one day before a ruling of the U.S. International Court of
Trade. The Court ordered the Bush administration to fully refund the
Us$s5.3 billion in duties to the Canadian lumber industry.® By signing
the Agreement, the Conservative government threw away a full victory,
through a U.S. trade tribunal, in a decision that could not be appealed. It
was, however, rendered moot since Canada abandoned its claims when
Stephen Harper signed the deal. Thus, Canada bailed out the U.S. soft-
wood lumber industry not once, but twice in six months.

By doing so, they all but ensured that there will be a fifth lumber dis-
pute where both countries will start from square one again.
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That October 13 decision isn’t the only thing that was rendered moot.
In fact, the Softwood Lumber Agreement nullified all of Canada’s previ-
ous legal wins. As Carl Grenier, vice-president of the Free Trade Lumber
Council, said after the April announcement: “Every victory obtained
over the past three years under NAFTA has just been erased with the
single stroke of a pen”

What Mr. Grenier means is that, if litigation starts again, for what-
ever reason, the Agreement leaves the United States entirely free to re-
assert all its former positions, even those that were rejected as illegitim-
ate by the NAFTA and wTO panels, as well as the U.S. courts.

Softwood lumber industry: Take it or leave it

Why would the Canadian softwood lumber industry agree to such a bad
deal? By and large, it did not. In fact, most Canadian companies initial-
ly denounced the deal as a cop-out and accused the Conservative gov-
ernment of caving in. However, the industry was in such a dire financial
situation that it was in no position to fight against the U.S. lobby and the
Conservative government at the same time. It was a bad agreement, but,
as these testimonies to the House of Commons Standing Committee on
International Trade demonstrate, the deal was seen by the stakeholders
as a better alternative than no deal at all:

We've been told that this is the deal, take it or leave it, and if you leave
it, don’t expect support. Under these circumstances, given the state of
the industry after four or five years of being bled to death, I doubt the
industry would use its so-called veto, because it’s a party to these litiga-
tions. It has to agree to drop these legal suits. I doubt, as we speak now,
it would re-exercise that veto. It’s just too badly off. That’s unfortunate,

in my view, but that’s the situation we’re in now.*

When you don’t have a financial quagmire over your head, it allows
you to think more long term. I think right now, as everyone around
this table has recognized, getting the deposits back is obviously a huge
plus. It’s a huge lure. It’s short-term gain, and everyone needs that right
now. But then, as Mr. Wakelin said, you have that short-term gain, but

where are you going to be seven years from now? So you get this de-
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posit in year one —we won't get it back in a year, but maybe 18 months
from now — and what happens after that? What happens for the next

five and a half years?"

If the only question were, do you want this deal, and if you don’t we’ll go
back to Washington, carry on litigation, and try to get you a better deal,
that’s where we'd be today: at the second choice. But we haven't been
given that choice. We've been told by the government, take it, or we’re

walking away and leaving you an orphan. That’s the problem.

My conclusion is that this deal is not a good deal. It’s very difficult, but
it can be made acceptable to those who find it important to leave the
uncertainty and the costs of the past several years and to go to a land
where there will be greater certainty and greater ways to plan. There are

things that can be done.”

Despite the federal government’s arm-twisting of the industry, not
all companies were coerced. The Agreement required Canadian com-
panies holding a balance of 95% of the us$s billion duties returned to
Canada to promise the collective surrender of us$1 billion to the U.S.,
and it soon became obvious that the numbers wouldn’t be there.

Resorting to the old divide-and-conquer strategy, the Conservative
government bullied the resisters by promising, on the one hand, a tax
amnesty on the returned duties if a company returned 20% of it to a
fund that would be handed to the U.S. government and, on the other
hand, by threatening to slap a special 19% charge on the returned funds
for those companies who refused to pay their share of the us$1 billion.
The Conservatives then added these fines to the same Washington-
bound fund.

Behind the madness

A neutral observer could be excused for being unable to make sense of
the situation. During the electoral campaign, the Conservatives prom-
ised to “stand up for Canada.” Why would they sign a deal which:

« refunds the legal fees of their opponents and competitors five
times over;
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« gives an additional us$500 million to various industry groups;

« sets export taxes and a quota system that are certain to limit the
growth and development of the industry; and

» arm-wrestled the industry to force them to accept a deal nullifying
all the previous legal victories?

Gordon Gibson, former B.C. politician and a Senior Fellow at the
Fraser Institute, provides an answer:

The inexperienced Harper administration seized the chance to brag
that in only a couple of months it had been able to fix an issue the Libs
couldn't solve for five years. And it would validate Emerson’s sleazy jump
to the Tories. As a result, they bought a deal so loaded in favour of the
Americans it was arguably worse than the one the Martin government

had turned down earlier.*#

Gibson will avoid any suspicion as to his beliefs in matters of trade.
After all, he has written extensively in the past on the need for closer
economic links with the U.S. But Gibson simply couldn’t swallow this
deal. In the same scathing opinion piece published in the Globe and
Mail, he wrote:

Bad deal? Never mind. On April 27, Mr. Harper told an astonished House
of Commons the issue had been settled. At that very hour, American
lawyers were filing papers to restart the legal process. The U.S. lied,
and we said nothing. Without that betrayal, the very next day the final
NAFTA decision would have kicked in and countervail duties would

have ended at once.

Gibson’s foresight was certainly confirmed by a leaked copy of a let-
ter written by the U.S. Department of Commerce to the U.S. Coalition
for Fair Lumber Imports. This letter stated the U.S. government viewed
the Accord’s purpose was to “mitigate to the greatest extent possible
Canadian practices found by the Department of Commerce to consti-
tute unfair trade practices... This will be a guiding consideration in the
U.S. government’s monitoring and enforcement of the 2006 Softwood
Lumber Agreement.*
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So intent were the Conservatives to claim victory at all costs that
International Trade Minister David Emerson simply dismissed any al-
legation that his U.S. counterpart could be negotiating in bad faith.

A war to end all wars?

Canadian companies have paid a steep price for peace in the softwood
lumber dispute. The industry is betting that the Agreement will bring
peace and will allow them to concentrate on getting back on track.
Should we then believe that stability is guaranteed?

Stephen Harper wanted us to do so when he said of the Agreement
that “this Agreement will end years of costly legal wrangling, and al-
low us to move on to build a stronger, more prosperous Canada*® B.C.
Premier Gordon Campbell celebrated the Agreement by saying, “It’s
time for the costly litigation and instability experienced over the last
decade to end and for a new chapter in British Columbia’s ongoing for-
estry revitalization to begin.”

In theory, the Softwood Lumber Agreement is a seven-year deal,
with a possible two-year extension. But when the Agreement reached
the 18-month mark in April 2008, a provision was activated giving either
country the right to abrogate the accord with a mere six-month no-
tice, by simply contending that the other signatory hasn’t respected its
terms. No proof needed.

It is thus very possible that (accounting for the effect of the U.S.
dollar depreciation), the Canadian lumber industry was forced to fork
out about 40 cents on the dollar — 40 cents that all trade courts stat-
ed rightfully belonged to these Canadian companies — for the privil-
ege of having a Softwood Lumber Agreement over which is suspended
Damocles’ sword.

Recent events demonstrate that the sword is dangling dangerously.

In August 2007, merely nine months after the signing of the
Agreement, U.S. trade representative Susan Schwab announced the U.S.
was launching arbitration proceedings, claiming that Canada was vio-
lating the terms of the treaty. First, they claimed that the full export tax
should have been imposed from October to December 2006 for the re-
gions that chose Option B (Canada only collected a 5% export tax, while
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the U.S. contended it should have been 15%); and second, they claimed
Canada hadn’t properly collected the funds that should have been im-
posed through the surge mechanism.*

In a Solomon-like ruling, the London Court of International
Arbitration rendered a split decision by agreeing with the U.S. on the
first case, and with Canada on the second.”

It doesn’t end there. In January 2008, the U.S. tabled a second com-
plaint, arguing that the Conservative government’s proposed creation
of a $1 billion Community Development Trust was in violation of the
Agreement. The Trust is aimed at helping communities that are depend-
ent on a single industry (such as forestry, mining or automobile) to get
through the manufacturing crisis, but the U.S. contends that the funds
are used to subsidize the industry.>

In May 2008, the U.S. Congress passed a farm bill that will have ser-
ious repercussions on the Canadian lumber industry. The farming pro-
visions won't affect softwood lumber, but a rider has been attached to
the bill by some Congressmen sympathetic to the U.S. lumber lobby,
which would mandate U.S. importers to certify that all taxes on the im-
ported lumber have been properly paid.”

In the face of this evidence, it is hard to argue that the era of cost-
ly litigation is over.

Consequences for NAFTA

So far, we have seen that Canadian forest companies paid us$1 bil-
lion (of which us$s00 million went to their direct competitors) for an
Agreement that can be cancelled at any time, and which did not end
litigation.

Is it getting any worse? It depends on what you think of the North
American Free Trade Agreement (NAFTA).

Elliot J. Feldman, head of International Trade Practice at Baker
Hostetler LLP, and a director of the Canadian-American Business
Council, believes that the Agreement weakens NAFTA, to the point of
making it irrelevant:
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It means that those countries that previously have agreed to settle their
international trade disputes by the rule of law have succumbed to mak-
ing deals instead. When deal-making replaces the rule of law, the pro-
cess always favours the strong over the weak and rarely resembles any-

thing like justice.>

In an editorial shortly after the April announcement, the National
Post agreed with Dr. Feldman’s assessment:

The deal is too generous to American lumber producers. Even though
they have been on the losing end of numerous World Trade Organization
(wTo) and NAFTA hearings, the framework allows the United States to
keep about us$1 billion of the penalty dues they have unfairly collected

from Canadian softwood companies over the years.

This is a terrible precedent to set. The message is that flouting trade rul-
ings is not only acceptable behaviour, but will be rewarded. Acceptance
of such a deal is a de facto admission by Canada that what we have with
the United States is not free trade, as such, but trade on its protection-

ist terms.>

The Agreement doesn’t ring NAFTA’s death knell. However, it clearly
shows that the dispute-resolution mechanisms that Canada fought for in
cUFTA and NAFTA have no teeth and that, as was the case before these
trade agreements were signed, Canadians will likely have to rely on U.S.
trade law and U.S. administrative tribunals to right a wrong.

Conclusion

The Softwood Lumber Agreement is a victory of form over content.
The Conservative government is possibly alone in believing that the
Agreement settles the dispute, and represents a victory for Canada and
its forestry industry.

In the end, the industry went along because it had no choice. Call
it a survival instinct or merely resignation over things it can’t change.
Furthermore, the Conservatives can be expected to boast about their
“win” during the next election.
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TABLE 3 Trade decisions from April 2001 to October 2006

Date

May 2002

July 2002

May 2003

July 2003

August 2003

September
2003

April 2004

May 2004

June 2004

August 2004

Body

US-ITC

WTO

WwWTO

NAFTA

NAFTA

NAFTA

NAFTA

USITC

NAFTA

NAFTA

Decision

Lumber imports from Canada threaten material
injury to the U.S. Industry (but hasn’t caused this
injury yet)

(1) Preliminary ruling that the U.S. should scrap
or change the Byrd Amendment (which gives
back the collected duties to U.S. industry);

(2) Interim report that states Canadian stump-
age fees can be a subsidy, but the U.S. cannot use
cross-border comparisons to determine the level
of subsidy.

Final report is released confidentially. Canada
claims it declared its lumber industry is not
subsidized; The U.S. claims it declares it subsi-
dized, but calls the U.S. method to determine the
subsidy level improper.

Anti-dumping duty on softwood lumber can stay
in place, but needs to be lowered from its 8.4%
level.

The U.S. has been unable to properly demonstrate
that Canada’s “subsidies” provided a benefit to its
lumber industry. It is given 60 days to restate the
case that Canadian stumpage rates conferred a
benefit to its forest companies.

Remanded the 2002 U.S. International Trade
Commission decision, citing “extensive lack of
analysis”

Remanded the 2002 U.S. International Trade
Commission decision for a second time (after
the U.S. modified their calculations), saying the
U.S. International Trade Commission has not
provided enough evidence to prove its case.

Demanded that the NAFTA panel reconsider its
position, saying it has “manifestly and repeatedly
overstepped its authority”.

The NAFTA panel rejects the usiTC request.
Orders the usiTc to rule that lumber imports

from Canada don’t pose a threat of injury to the
U.S. industry.

The main question at this point is: will they still be at the country’s

helm to pick up the pieces for the inevitable Fifth Act?
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TABLE 3 (CONT.) Trade decisions from April 2001 to October 2006

Date

September

2004

November
2004

May 2005

August 2005

August 2005

October 2005

March 2006

July 2006

October 2006

Body

USITC

NAFTA

US-CIT

NAFTA

US-CIT

NAFTA

NAFTA

US-CIT

US-CIT

Decision

Complies with the NAFTA panel’s ruling an
declares that lumber imports from Canada don’t
pose a threat of injury to the U.S. industry.

U.S. government requests an Extraordinary Chal-
lenge Committee (Ecc) to contest the NAFTA
panel injury ruling.

Canada files a lawsuit challenging the Byrd
Amendment

The ECcC confirms the NAFTA panel’s decision,
ruling that lumber imports from Canada don’t
pose a threat of injury to the U.S. industry;

The U.S. continues to collect duties, invoking the
confidential wTo report declaring the threat of
injury from subsidies existed.

Following the previous Ecc decision, Canada
files another lawsuit with the U.S. Court of
International Trade seeking the refund of duties
collected.

A NAFTA panel found once again that the coun-
tervailing duties were too high and orders the
U.S. to lower them again. The U.S. tries to delay
by asking for clarification of the ruling, but the
NAFTA panel rejects the request. The U.S. appeals
that decision.

Denies a challenge filed by the Coalition for Fair
Lumber Imports that the countervailing duty
should have stayed above 1%. The U.S. govern-
ment has until April 27 to request an Extraor-
dinary Challenge Committee. On April 26, the
Softwood Lumber Agreement is announced.

Ruled that the U.S. can’t legally collect duties on
lumber shipped from Canada.

The day after the implementation of the Agree-
ment, the us-ci1T ruled that Canada should be
refunded the full amount of the duties.

ACRONYMS US-ITC: U.S. International Trade Commission (An independent federal
agency determining import injury to U.S. industries in antidumping, countervailing
duty, and global investigations); WTO: World Trade Organization; NAFTA: North
American Free Trade Agreement; US-CIT: U.S. Court of International Trade (Customs
panel with exclusive jurisdictional authority to decide any civil action against the United
States, its officers, or its agencies arising out of any law pertaining to international trade).
sOURCE U.S.-Canada Trade Dispute Timeline — 1982 to present, Random Lengths
Publication, http://www.randomlengths.com/pdf/Timeline.pdf.
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The Harper-Bush Alliance
On Colombia

Sheila Katz

Why, Canada, why?... What is at stake is Canada’s reputation as a high-
ly-minted symbol for public rectitude and the politicians’ projections

of a principled government known for its integrity.!

IN MID-2007, THE Bush administration knew that it would lose a vote
on the Colombia Trade Promotion Agreement if it were submitted to
Congress, because of concern about ongoing violence, impunity, lack of
investigations and prosecutions, the role of the paramilitary, and espe-
cially the murders of over 2,600 trade unionists in Colombia since 1986.
Just then, the government of Prime Minster Stephen Harper suddenly
turned its attention to the Americas and a trade deal with Colombia.
In part, Harper’s Conservative government was stepping up the
agenda of Canadian economic expansion in the Americas which had
been a priority of political and business leaders since the 1990s. By 2006,
Canada was the third largest foreign investor in Latin America and
the Caribbean, the biggest investor in mining, and with a strong pres-
ence in financial services, telecommunications, and oil and gas, among
other industries.? But Harper had another motive: to help George W.
Bush, whose last visit to Latin America had sparked widespread pro-
tests, and to lend encouragement to free-market governments in the
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face of Venezuelan President Hugo Chavez’s push for a new leftist, anti-
capitalist consensus in the region.

“Mr. Harper has essentially acted as a messenger boy for Bush,” said
Ujjal Dosanjh, the Liberal party’s critic on foreign affairs.?

In May 2007, speaking at the G-8 meeting in Germany, Harper sig-
nalled a major shift in Canadian aid policy, saying that Canada’s pri-
mary focus would move away from Africa and toward the Western
Hemisphere, “where we also have countries that have developmental
challenges” Harper went on to say that Canada’s new strategy for the
Americas was to be based on Canadian defence of human rights, dem-
ocracy, rule-of-law, and good governance, and would involve countries
that are compatible “in terms of our fundamental values and our ap-
proach to democracy”’*

On September 25, 2007, Harper began to lobby, actively, for President
Bush’s position within the United States itself, delivering the following
message to the Council on Foreign Relations in New York:

In my view, Colombia needs its democratic friends to lean forward and
give them the chance at partnership and trade with North America. I
am very concerned that some in the United States seem unwilling to do
that. What message does that send to those who want to share in free-
dom and prosperity? There is a lot of worry in this country about the
ideology of populism, nationalism and protectionism in the Americas
and the governments that promote it. But frankly, my friends, there is
nowhere in the hemisphere that those forces can do more real damage
than those forces (sic) in the United States itself. And if the U.S. turns
its back on its friends in Colombia, this will set back our cause far more

than any Latin American dictator could ever hope to achieve.’

On October 12, in a speech to the Greater Miami Chamber of
Commerce, George W. Bush referred back to Harper’s speech:*

As Prime Minister Stephen Harper of Canada put it, if the United States
turns its back on its friends in Colombia, this will set back our cause far

more than any Latin American dictator could hope to achieve.”

Again in March 2008, in a major speech addressing dock-workers in
Jacksonville, Florida, President Bush urged the Democrats to heed the
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“wise words” of Prime Minister Harper.® President Bush again referred
to the same quote when he signed controversial implementing legisla-
tion, in Congress, despite the opposition of the Democrats.’

Prime Minister Harper continued to work with Bush to weak-
en Democratic opposition to the deal in the United States, while the
debate intensified in Canada. Indeed, the members of the Canadian
International Trade Committee (CI11T), after having engaged in a two-
month study of the humanitarian and environmental impacts of the
Colombia negotiations, were furious when the government announced
it had completed negotiations before receiving the committee’s report.
The opposition parties concluded that the Canadian government under-
mined the democratic work of the Parliamentary committee and pushed
ahead so quickly to further support the Bush administration’s battle
with Congress.” In Question Period on June 9, 2008, Liberal trade crit-
ic Navdeep Bains said:

The Prime Minister and President Bush have been quoting each other
for months to try to rush through these agreements with Colombia, ig-
noring serious concerns over human rights and the environment. The
government’s cozy ties and admiration for the Republican party are well
documented... Could the minister explain why the Republicans continue

to dictate our trade policy?**

The tactic was not lost on Colombian officials, who immediately
met with their U.S. counterparts to discuss the stalled U.S.-Colombia
deal. Colombia’s Trade Minister, Luis Guillermo Plata, told reporters he
hoped the Canadian deal would wake the Democrats up to the reality
that there was a rival for the Colombian market.”

Despite Harper’s circumvention of the democratic work of the c11T,
the Committee submitted its report, which recommended:

an independent, impartial, and comprehensive human rights impact
assessment should be carried out by a competent body...before Canada
considers signing, ratifying and implementing an agreement with

Colombia.**

and:
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any trade agreement with Colombia must be accompanied by legislated
provisions on corporate social responsibility and reporting mechanisms
to monitor the implementation of universal human rights standards by

Canadian entities investing in Colombia.”

When the 39" Parliament adjourned on June 19, 2008, negotiations
had been completed and a legal review of the negotiated texts had been
announced. Despite the fractious political debate,"® Parliament will not
necessarily vote on the Colombia deal when it resumes. The government
expects that ratification will take place in the fall of 2008, 21 days after
the treaty is tabled in the House of Commons."” But, despite Harper’s
best efforts, the U.S.-Colombia deal is still stalled in the U.S. Congress
because of serious doubts about the Colombian government’s legitim-
acy, and the deal is increasingly unpopular in Canada for the same rea-

sons.
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Conservative Colours

The Harper Conservatives and the colour-coding of Canada

Karl Flecker

WHILE MAINSTREAM POLITICAL parties are unlikely to be conscious-
ly and overtly racist in the vein of white supremacist organizations,
subtle and nuanced forms of racism do persist within Canadian insti-
tutions, including political parties. Some of the most insidious types of
racism are the ones that are unconscious, unintended, or systemic in
nature. This form of racism is often the result of individuals and/or or-
ganizations using their power and privilege in unconscious or unintend-
ed ways, but with negative impacts on racialized individuals and com-
munities. The intention is not the issue, but the impact is. Indeed, the
resurgence of colonialist discourse and public policy revives a debate
about the true colour of the “new” Conservative government.

In the late 1980s, the Reform party was seen as being extremist
and associated with white supremacists and the far-right after numer-
ous Reform Members of Parliament and election candidates repeated-
ly made remarks that were considered xenophobic, homophobic, and
sexist.’ In addition, well-known racists such as Wolfgang Droege, Al
Overfield, and others were found to play significant roles in the party
as it attempted to gain ground in Ontario.?

When the Toronto Sun ran an article in late February 1992 reporting
that the Reform party had been infiltrated by the Heritage Front, Reform
party executive members scrambled to distance their party and leader
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Preston Manning from these extremists.? Nonetheless, the image of in-
tolerance continued to plague the party’s fortunes, and was considered
a major factor in its subsequent rebirth as the Canadian Alliance.

The contemporary Conservative party has made significant strides
to shed its connections to the Reform party and some of its more un-
savory right-wing characters, but the question of whether some of the
less overt manifestations of racism still exist must be addressed.

The Lebanon evacuation

In summer 2006, the Middle East erupted into another violent con-
flict involving Israel and Lebanon. As many as 50,000 Canadian cit-
izens, many with Lebanese ancestry or familial ties, were stranded
in the midst of the battle. Others, including UN Observers (a.k.a.
Canadian Peacekeepers) Major Hess-von Kruedener and Lieutenant
Tom Farkash, were killed. Montrealer Hassan El Akhras lost 12 family
members during an Israeli air strike in the south Lebanese village of
Aitaroun.*

The Conservative government faced embarrassment and stinging
criticism for its delay in mounting an evacuation of what eventually
amounted to over 13,000 Canadians.®

The criticism softened somewhat when Harper, returning from a
G-8 meeting in Paris, redirected his flight to land in Cyprus so that
he could pick up about 100 Canadians evacuated from Lebanon. Even
though thousands were struggling to get home at the time, Harper’s
stop-and-scoop action for just 100 stranded citizens garnered him front
page news coverage.

Still, the conflict generated a national debate about the responsibil-
ity of the Canadian government for those with dual citizenship residing
(temporarily or permanently) or vacationing abroad.

Immigration critics decried the costs of the evacuation, which by
December 2006 was estimated to have cost $94 million.” Others raised
questions about the “loyalty” to Canada of these “passport holders” (as
the C.D. Howe Institute referred to them).®* Monte Solberg, the Minister
of Immigration, narrowed the issue to a particular group and stereotyped
them when he singled out those who live abroad for many years and re-
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turn to use health care and social benefits.® In November 2006, speak-
ing to a House Committee on Immigration, Solberg said the Lebanon
event raised questions about the rights of citizens who hold dual cit-
izenship and don’t live in the country. He went so far as to describe the
situation this way, “Somebody’s absent, isn’t paying taxes, but is going to
be using our social programs down the road; I think Canadians would
feel that that is unfair** It apparently mattered little to Solberg that dual
citizens of Canada are de facto also Canadians.

The picture Solberg carelessly painted used a “them” and “us” dynam-
ic, “them” being certain people who have little attachment to Canada,
but all too eager to cash in on the benefits of the Canadian passport.
But virtually no mention was made by Conservatives or other critics of
our citizenship policy about Canadians like Wayne Gretzy, Celine Dion,
Keifer Sutherland, or others who similarly live abroad for extended per-
iods while maintaining their Canadian citizenship status. No criticism
is aimed at celebrities like these who are living abroad, yet there is criti-
cism aimed at “foreign born” Canadians. This is where unintentional but
hurtful racism can be found.

One of Canada’s 41 MPs born in other countries, Jim Karygiannis,
responded to the blunt picture that Solberg was painting:

This is a Conservative government trying to pit one Canadian against
another Canadian in order to fulfill their Reform legacy of saying to the
rednecks of this country that first and foremost we don't like the im-

migrants.”

It is noteworthy that, in other moments of crisis, the issue of rights
and obligations of citizens, or questions about the costs borne by the
Canadian government to repatriate citizens, generated no similar de-
bate. For example, 500 Canadians were evacuated from Southeast Asia
in the aftermath of the 2004 tsunami; 200 Canadians were evacuated
from Cote d’Ivoire when a crisis erupted in West Africa in 2005; hun-
dreds of Canadians were evacuated from the Cayman Islands and Haiti
in 2004; and thousands of Canadians were flown out of China after the
Tiananmen Square massacre in 1989. In none of those situations was
there any hand-wringing or concern expressed about who is a truly loyal
or deserving Canadian citizen and what obligations the government has
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for those living/touring abroad, much less a debate fuelled and framed
by a governing political party in the way the Conservatives framed the
Lebanon evacuation of Canadian citizens.

Admittedly, this was the largest evacuation of Canadians abroad,
but the colour-coded tenor and impact of the debate fomented by the
Conservatives must be considered. The Conservative party point of de-
parture for the post-Lebanon evacuation policy review was set against a
discourse of who is a loyal or true Canadian and if Canada should main-
tain dual citizenship status. This focus was short-sighted and close to
being misanthropic.

For a government so openly focused on the “bottom line,” it is sig-
nificant that neither Stephen Harper nor his ministers ever considered
the economic, social, and cultural benefits of having a citizen-based
unofficial ambassadorial pool residing in other countries.

On immigrants and photo-ops

During the election hustle of 2006, Stephen Harper took centre stage
at a photo-op in Mississauga, Ontario, strategically flanked by a multi-
cultured array of Conservative party candidates. Most striking about
the picture was how colourful the candidates appeared. Given the high
density of people of colour living in this major urban centre, such a
photo should not have been a surprise. But it was striking simply be-
cause such photos are rarely seen, unfortunately, except when politic-
al parties are preparing fund-raising flyers or seeking to win seats in
densely multicultural ridings.”

Harper specifically used the occasion and the backdrop to make
an announcement significant to Canada’s immigrant communities.
“Immigrants and their families should be allowed to keep more of their
own money in their pockets to start a new life in Canada,” Harper said.*
If elected, he promised his government would halve the $975 landing
fee charged to new immigrants, and over time would work to reduce
the fee “as the fiscal situation allows.”

But before this carefully staged and colourfully flanked photo was
taken in Mississauga, Harper’s views on immigration were a matter of
public record.
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Harper, it must be remembered, was a key architect of the Reform
party’s immigration policies that had the result of attracting members
of the white rights Heritage Front to the Reform party.*® Harper’s rec-
ord on immigration and race issues was summarized in a 2004 article
published in Now Magazine:

«+ A Conservatives’ interim policy document from 2004 refers to
the need to attract immigrants who can best integrate into the
“Canadian fabric”.. read mostly white, mostly Europeans.

« Harper refused to revoke the nomination of Markham Unionville
Conservative candidate Joe Li for referring to immigrants as
“garbage”

« In Harper’s own words: “West of Winnipeg, the ridings the
Liberals hold are dominated by people who are either recent Asian
immigrants or recent migrants from eastern Canada: people who
live in ghettos, and who are not integrated into Western Canadian
society"

Earlier still, Report News magazine published the full transcript of a
Q & A interview with Harper. Here are two excerpts exposing Harper’s
views on immigration, refugees, and Canadian culture.

Q: “Is there such a thing as Canadian culture?”

A: “Yes, in a very loose sense. But I think that Canadian culture is com-
plex. It consists of regional cultures within Canada, regional cultures that
cross borders with the U.S. We're part of a worldwide Anglo-American
culture and a worldwide Francophone culture in the case of Québec.
We're part of a broader Western culture, Christian or post-Christian,
and there is a continental culture. There is a Canadian culture that is
in some ways unique to Canada, but I don’t think Canadian culture co-

incides neatly with borders”
Q: “What'’s your view on immigration?”

A: “I'm pro-immigration in principle. I think the biggest concern in
the immigration system right now is the refugee determination pro-

cess which has become such a boondoggle. It not only threatens the
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integrity of the immigration system, it threatens national security. I've
been saying for years that the most important thing is that this country
makes its own immigration selection and that this policy be consistent
with Canadians’ views. A refugee determination system that has effect-
ively created a back door immigration stream that bypasses legal chan-
nels is unacceptable. And we need to tighten that system. But I want to
make it very clear: I don’t want it to be said that I'm anti-immigration.
I'm very supportive of [a] significant [level of] immigration and always
have been” [Emphasis added.]*®

Harper’s use of language and reference to refugees and national se-
curity warrants further examination. Consider that a significant pro-
portion of those admitted to Canada under our refugee determination
processes had been, among francophones, Algerians, Moroccans and
Haitians; and, among the larger anglo- or allophone group, Central
Americans, Palestinians, South Asians (especially Sri Lankan Tamils),
and Africans (among them a substantial number of Somalis).*

Harper’s comments, in a post-9/11 context, suggest that these refu-
gees are the people who could threaten “national security” Given that
these source countries are largely non-white and non-Christian, it im-
plies a profile of who, by virtue of colour and/or religion, is a security
risk. Those Canadians with whose views Harper thinks refugee policy
should be made consistent are presumably people of European origin,
and Judeo/Christian faiths. The fact that growing numbers of Canadians
don't fit this profile is perhaps the greater concern.

Changing demographics in Canada

Statistics Canada census reports have for at least two decades revealed
dramatic changes in Canada’s links to an Anglo-Franco/Christian his-
tory. In 1986, the census revealed that nearly 16 million Canadians had
roots other than British or French. Not a surprise, really, given that since
the 1970s our immigration policy focused on largely racialized immi-
grants from the global South. Back then, 70% of new Canadians hailed
from Asia, Latin America, and the West Indies.>
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From 1997 to 2006, Citizenship and Immigration Canada’s (c1c) an-
nual overview of immigration numbers, plus the 2001 and 2006 cen-
sus data, showed clearly that increasingly Canada’s citizens are of an
ethnic origin other than British, French, or native-born Canadian. The
2006 Census showed that 83.9% of the immigrants who arrived between
2001—06 were born in regions other than Europe.

In March 2007, Statistics Canada reported that not only is immi-
gration currently fuelling two-thirds of our population growth, but also
that projections show immigrants are likely to be the primary source
of population gains by 2030.” c1c’s annual reports to Parliament also
regularly point out that new Canadians increasingly originate from other
than Anglo-Euro or Christian countries. The 2007 c1c report cited that
80% of immigrants today come from the Middle East, Asia, and the
Pacific regions.

In short, the vast majority of immigrants who for the last two dec-
ades have been populating the country and defining its culture, are nei-
ther Anglo-Euro nor likely Christian in their traditional context. Yet
Harper’s public comments, cited above, demonstrate a profound fail-
ure — or perhaps a steadfast refusal — to grasp the cultural, religious, and
immigration-related policy impacts of such a significant demographic
shift —a change that has been in full swing since the 1970s.

Conservatives and their electoral base

For the last two decades, roughly half of the immigrant population
has gravitated to three major urban centres: Toronto, Montreal and
Vancouver. Today, nearly 80% of newcomers opt to settle in one of these
cities.” Only recently is there evidence of Harper and the Conservatives
beginning to understand the changing voting patterns of this portion
of the immigrant electorate. Indeed, Conservatives won 123 seats in the
2006 federal election, but failed to win any in major urban centres such
as Toronto, Vancouver, and Montreal.

In mid-October 2007, the Globe and Mail reported that the
Conservative party had devised a strategy to secure votes from select
ethnic and religious communities in multicultural ridings in the next
federal election. The strategy was called Building Bridges with Ethnic
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Communities, and pictured the Conservatives, rather than the Liberals,
as the party of electoral choice in specific ridings. The document showed
the Conservatives had ruled out gaining the favour of all ethnic groups,
acknowledging that at least a fifth were not “accessible” to the party, but
claimed that nearly 80% of “visible minorities” were “accessible to the
Conservatives.

The strategy to turn some colour-coded ridings from red to blue in-
volved “targeted mailings, one-to-one meetings at a major ethnic event
involving key members of the Conservatives outreach team, and the cre-
ation of large databases of immigrants and newcomers.”?

Identifying the voting patterns of ethno-cultural and racialized com-
munities is only one part of the Conservatives’ strategy. Party insid-
ers concede they must also establish credibility with this crucial vot-
ing block if they are to garner the votes they need. A top Conservative
insider spelled out why Conservatives are now targeting urban ethnic
ridings in this election:

Look at the traditional voting patterns. They [ethnic minorities] have
been voting for the Liberals for years. So I don’t know if they’re going
to change their vote right away. The problem with most of these minor-
ities has been for the longest time that they all say that they like what the
Conservatives are saying, they agree with what Conservatives are saying,

but then, guess what, at election time, they still vote Liberal.>

Aside from the off-putting use of identifiers like “they” and citing
minorities as “problematic,” the party insider concedes that getting this
community to actually vote for the Conservatives will take some serious
work — work the Conservatives have been undertaking with diligence.
They initiated the Air India Inquiry* and addressed the long-standing
demand for redress of the infamous Chinese Head Tax.>®

Canada’s immigrant communities remain skeptical, however, be-
cause of the Conservative record. For example, the Conservative party’s
Building Bridges training materials used at the March 2008 “politic-
al training conference” took credit for spending over $50 million on
Canada’s Action Plan Against Racism, but ignored the fact that it was
the Liberals who established the Action Plan and budget allocation in
March 2005% as a direct outcome of the advocacy of anti-racist activ-
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ists who were part of the UN World Conference Against Racism, Racial
discrimination, Xenophobia, and Related Intolerances held in Durban
in 2001.%

Furthermore, when Jason Kenny announced that Canada would
withdraw from the upcoming UN Durban Review Conference, he under-
mined the Conservatives’ credibility in many quarters. The Review
Conference plans to assess the progress of member countries in fight-
ing racism. Kenny made the announcement without public consulta-
tion. The withdrawal from the UN conference and credit-taking for the
Action Plan Against Racism have seriously undermined the Conservative
Building Bridges initiatives.

International education and credentials

On May 12, 2006, Harper announced his government would implement
a number of initiatives to address concerns of immigrants in Canada.
One of these announcements was a promise of more than $300 mil-
lion of additional federal funding, to be allocated over two years to aid
in the settlement of newcomers. In addition, the government’s budget
included allocations to improve the assessment and recognition of for-
eign credentials in order to help newcomers achieve their full poten-
tial in Canada.

Harper said at that time: “The goal for all of us will be to get those
who are trained and ready to work in their fields of expertise into the
workforce more quickly”

The Canadian Labour Congress wrote to Immigration Minister
Monte Solberg on September 12, 2006, asking what the government’s
time-line was to meet the promises Harper had made.> These answers
are still not forthcoming.

Instead, a number of other changes have contradicted the goal of get-
ting immigrants into the workforce more quickly. Diane Finley, Minister
for Human Resources and Social Development Canada (HrRSDcC), made
a significant public announcement in March 2006 at the Public Policy
Forum Conference addressing the theme of integrating immigrants
into the workforce. Finley reminded the audience of the Conservative
electoral platform’s “commitment to create a Canadian Agency for
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Assessment and Recognition of Credentials, to provide pre-assessment
of international credentials and experience* Finley went on to say:

I am committed to working with my provincial and territorial colleagues
and all of you to ensure foreign-trained professionals [read as racialized
individuals] get properly trained and meet Canadian standards so they

can start working here quickly.®

Finley gave voice to a dominant-culture assumption that internation-
ally-trained individuals don’t meet Canadian standards and that assur-
ances must be in place for “proper training” — subtle racism on two
fronts. First, the Minister’s persistent use of the term “foreign-trained”
rather than “internationally-trained” perpetuates notions of being alien,
or “other;” and certainly racialized. Secondly, like Harper, Finley failed to
understand that, increasingly, newcomers to Canada bring with them
a level of education that matches and often exceeds that of the gener-
al population.

Statistics Canada data show that, according to 2006 Census num-
bers, nearly one-third of immigrants are university graduates, compared
with 23% of the general working-age population. Furthermore, there has
been a huge jump in the qualifications of the newest arrivals; more than
half of those who came between 2001 and 2006 hold university degrees.
Immigrants now account for close to half of all those in Canada who
hold a PhD, and 40% of those have Masters degrees.>> And keep in mind
that 80% of immigrants are coming from colourful countries.

Finley prefaced her comments by saying that the issue is complex
and that the federal government’s role was limited, given that the vast
majority of professional regulated occupations fall under provincial/
territorial jurisdictions. Her remarks suggested the Conservatives were
stepping away from their earlier electoral commitments to create an
agency that would facilitate the assessment and recognition of immi-
grants’ credentials.

When the Conservatives did finally create an agency, its name — the
Foreign Credentials Referral Office (Fcro) — reinforced the
Conservatives’ withdrawal from the issue. Although they had prom-
ised an $18 million investment in an agency that would assess and rec-
ognize international credentials,® Harper’s 2007 budget offered only an
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annual contribution of $6.4 million to create the Fcro. Take note of
the reduced dollar amount and the change in language of the agency.
Highly credentialed newcomers are knocking on what they thought was
an $18 million dollar rapid-entry door to the workforce, when in fact
the Fcro simply refers them to one or more of the existing 400 profes-
sional regulatory doors that assess their credentials.

Canada’s labour force is already hugely dependent on immigration,
and this is expected to become the primary source of both net labour
force and population growth in the very near future. The Harper govern-
ment’s failure to ensure that highly-credentialed newcomers are work-
ing at good jobs commensurate with their abilities is nothing short of
colour-coded economic folly for the nation.

Two decades of data show that immigrants persistently earn less and
are congregated in occupations that do not utilize their credentials and
international work experience.?* More recently, Statistics Canada has
found that most immigrants aged 25—54 had unemployment rates high-
er than the 4.9% rate of their Canadian-born counterparts.® Another
Statistics Canada study of economic gains over the 25-year period (1980
to 2005) showed that immigrants are twice as likely to earn significant-
ly less than their Canadian-born age peers, despite being more creden-
tialed. A recent male immigrant with a university degree earns 48% of
what his Canadian-born counterpart gets.*® Furthermore, it takes at
least 10 years for this cohort to reach wage parity with their Canadian-
born counterparts.’”

As we near the point where immigrants will account for nearly all of
Canada’s population growth, their income levels are an important de-
terminant for all Canadians. Apparently even the chief economist at the
TD Financial Group recognizes the implications of this reality: “If we
let immigrants fall behind, all of Canada will join them.

Despite this clarion call to change fundamentally Canada’s immi-
gration settlement and workforce integration patterns, Budget 2007
directed more than $84 million into Canada’s infamous Temporary
Foreign Worker Program (TFwP) —an amount that was 12 times the
meagre $6.4 million he budgeted for a flaccid FcrRO.*
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Solving a labour shortage or creating a disposable workforce?

Canada’s TEWP, historically, was a small program enabling employers
(principally in the agricultural/horticultural sector) to import workers
for seasonal employment in Canada. However, under Harper, this pro-
gram has undergone massive changes, resulting in a huge increase in the
numbers of guest workers. In 2003, the total number of guest workers
in the country was just over 110,000, and by 2007 the number jumped
to over 200,000.

After Harper’s electoral win in 2006, then Immigration Minister
Monte Solberg signalled the government’s immigration priority by re-
vealing that, while he had no “immediate plans to make significant chan-
ges to the overall annual target for immigration,” he was committed to
using “tools” like “work permits, to help meet some of the skill short-
ages that this country has in different sectors.” Further:

If we need workers for the oil rigs in Alberta or the East Coast, for ex-
ample, then we need to put our energies into making sure we get them.
The same goes for every part of the country, from Gander to Nunavut
to Whitehorse, Whistler, Edmonton, and Québec City.*

In short order, Canada’s TEwP underwent a series of “administra-
tive changes,’*° all benefiting employers and enabling them to fast-track
access to import labour “for any legally recognized occupation from
any country”* In equally short order, economic hot-house provinces
like Alberta were soon importing more guest workers than newcom-
ers destined to become permanent residents.** None of the adminis-
trative changes were directed at ensuring these workers would be en-
tering the Canadian workforce with strong compliance, monitoring, or
enforcement mechanisms to ensure their safety or protection from ex-
ploitation.

TABLE 1 Stock of temporary foreign workers as of December 1

2003 2004 2005 2006 2007

Total 110,476 126,031 141,743 162,046 201,057
SOURCE cIC Immigration Overview
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Many observers and advocates, including academics, the Alberta
Federation of Labour, the B.C. Building and Construction Trades
Council, the B.C. Government Employees Union, the Canadian Labour
Congress, the United Food and Commercial Workers, faith groups, the
Québec Human Rights Tribunal, and numerous advocacy groups sup-
porting migrant workers have documented many cases of fraud, work-
place abuse, labour brokers’ and/or employers’ exploitation. Serious
injuries and fatalities on the job are also grim realities for these work-
ers.”

Although racial status data are not collected for guest workers, clear-
ly these workers are mostly people of colour. Employers claim they can’t
fill the jobs guest workers undertake by using the domestic labour force.
Of the top 10 source countries for guest workers, half of them host
racialized populations, and in 2006 nearly 35% of the 160,000-plus guest
workers came from countries where the population is racialized.

The TFwP has been likened to a re-enactment of Canada’s early
racist history. Instead of importing Chinese labourers to build the na-
tional railway under horrific working and social conditions and inflicting
on them the notorious head tax, the TEwP now imports workers large-
ly from the global South to build urban transport infrastructure, pick
our food, labour in the service or construction industries, or tend to the
elderly and young. Guest workers now fill alleged gaps in all parts of the
economy, including serving Canadians coffee.

Permanent residency for a few

In the face of growing criticism of the government’s expanded and em-
ployer-friendly TFwPp, and perhaps aware that strategically wooing
parts of the colourful ethno-racial electoral block can help shift the
Conservatives from a minority to a majority hold of Parliament, Harper
has made other changes in immigration policy.

Acknowledging the country’s need for some guest workers to remain
in Canada as permanent residents, Harper’s government introduced a
special path to permanent residency called the Canadian Experience
Class.** The cEc initiative, however, only gives highly-skilled guest
workers and some international students the right to apply for perma-

Racialization and (In)Security 179



nent resident status. The initiative is further limited by the requirement
that the applicants must demonstrate strong labour market integration.
This means their employer has a key role to play in affirming or negat-
ing a guest worker’s application for Canadian citizenship.

Critics of the initiative point out that not only is it unbalanced to
have employers play such a prominent role in determining citizenship,
it is also reminiscent of the excessive power employers held in deter-
mining the mobility rights and civil rights of workers of colour during
the apartheid years in South Africa.*

The cEc initiative is consistent with what Harper described as his
preference for an “immigration selection policy that is consistent with
Canadian views,*® or at least his view of who should be eligible to re-
main in Canada.” By this program’s definition, the vast majority of guest
workers entering Canada under the Conservative regime are not highly
skilled...but they are racialized.

A closer examination of the program’s structure and funding reveals
that, in addition to the skewed balance of power granted employers and
the limited scope of coverage, the initiative is so inadequately funded
that fewer than 10,000 applicants were expected to be processed with-
in the first year, and no more than 25,000 by 2013. Meanwhile, nearly
a million hopeful newcomers to Canada — most of them, not surpris-
ingly, racialized — remain waiting in the queue, in the increasingly vain
hope they and their family members will be able to become Canadian
citizens.

Buried amendments to the Immigration and Refugee Protection Act

Federal Budget 2006 also levied a $20 million cut to a long-overdue
review of the Citizenship Act. As the then Ministers of the Treasury
Board and Finance put it, these cuts were about “trimming the fat and
refocusing spending on the priorities of Canadians”+* Which Canadians
the Conservatives are prioritizing is increasingly a question equity ad-
vocates and the progressive movement at large must be prepared to
define clearly.

The government quietly altered another critical Act of considerable
concern to specific cultural, racialized and newcomer communities:
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the Immigration and Refugee Protection Act (IRPA). In Budget 2008,
Harper’s government introduced a series of amendments to the IRPA,
but buried these changes in Bill C-50, part 6 of a 136-page “Budget im-
plementation bill”

Rather than enable meaningful public and parliamentary debate on
this Act, which plays a pivotal role in populating the country, growing
the labour force and, not incidentally, building the citizenry, Harper opt-
ed to change things by legislative stealth. Without consultation or warn-
ing, the Conservatives introduced their bundled bill in mid-March. This
legislation gives the Immigration Minister the power to decide who gets
into Canada and who doesn'’t, regardless of Canada’s admission criteria
laid out in other legislation.

Against the very real backdrop of nearly a million people waiting
for years in a growing backlog of applications for Canadian citizenship,
Harper proposed to tackle the problem by changing the rules of selec-
tion and granting the Immigration Minister unprecedented powers to
fast-track some classes of immigrants and discard others.

Visa officers would no longer use standardized rules to assess ap-
plicants. Instead, the Minister would determine who gets in and who
does not.

“This sets a dangerous precedent for a healthy democratic system,”
said Naeem Noorani, publisher of The Canadian Immigrant.* Numerous
immigrant settlement and refugee groups, labour and ethno-racial new-
comer communities voiced strong criticism of the bill and the under-
handed political process that used to muscle it through Parliament.*
Their criticism included:

« concerns about embedding the reforms in a budget bill;

« failing to conduct meaningful and inclusive consultations prior to
the development of the bill;

» granting arbitrary powers to the Immigration Minister that fail
any reasonable test of transparency and accountability;

» disingenuously suggesting the changes will deal with the near
million applicant backlog;
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» giving priority to a process that will unfairly compete with other
paths to permanent residency; and

» retaining the view of immigrants as economic units; and

« continuing to permit employers to play an unbalanced role in
determining immigrants’ citizenship.*

In the face of growing criticism of the bill, Harper’s government al-
located more than $3 million for an advertising campaign to sell the re-
forms, especially in ethnic newspapers. The print versions of the ads
said they were public notices, the label given to advertising suppos-
edly aimed at providing utilitarian information about a policy change.
However, critics noted the ads contained little or no detail about the
policy changes, and instead simply touted the bill’s anticipated but un-
proven benefits.s

The parliamentary committee that hastily undertook to hold only
a few hearings on Bill C-50 was chaired by Conservative MP Norman
Doyle. The committee “concluded that part 6 of Bill C-50, the entire
part on immigration, should be removed from the bill’** The govern-
ment agreed to hold limited consultations on the bill, but the commit-
tee’s recommendations had no substantive impact.>* Consultations with
stakeholders and interested citizens were limited to less than 30 days,
and only a select number of national organizations with an interest in
the issue were granted a mere two-hour consultation window sched-
uled for mid-August. The consultation agenda was predetermined and
focused on “addressing specific labour market needs”

During the debate about the IRPA changes, immigrant and newcom-
er community members voiced their concern that changes could reduce
the number of family class immigrants and further slow down the pro-
cess for family reunifications. One critic put this way:

It is clear that, if you are fast-tracking one group, you are slow-track-
ing another group, which is the family class. Essentially, you are put-
ting more emphasis on newcomers as commodities, as workers rather

than as people.>
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The agenda for the summer consultations makes it clear that em-
ployers’ interest in accessing short- and medium-term workers are the
Conservatives’ singular priority.*® Minister Finley coyly responded to
critics that the Conservative government does consider family reunifi-
cations to be a priority, with this telling quote: “And if, at a future point
in time, we decide that is the priority, they could be fast-tracked just
like any of the worker categories” [emphasis added].””

Ethno-racial communities have good reason to be skeptical about
the Conservative party’s pattern of stated priorities and real world out-
comes.

Security and transportation workers

Harper’s record on security measures that utilize racial and religious
profiling practices goes beyond security certificates and rendition pro-
grams. For example, his Transportation Minister, Lawrence Cannon, has
aggressively pursued the implementation of a security clearance pro-
gram for marine industry workers. The Marine Transportation Security
Clearance Program (MTsc) allows for an extreme invasion into an in-
dividual’s privacy. Not only is the life of the individual seeking a secur-
ity clearance in order to work on Canada docks exposed to the inves-
tigations of the RcMP and members of csis, but so also are the lives
of their spouse, their parents, their spouse’s parents, ex-spouses, and
other family members.

The MmTsc requires workers to consent to the release of their per-
sonal information to the governments of countries that the workers
may have lived in or travelled to. If consent to disclose is not given, the
MTsc will not be granted and the employee will not be able to work in
designated areas.

The information on the MTsc form will also be disclosed to the
RCMP, to law enforcement agencies generally, to csi1s, to other gov-
ernments generally, and to virtually anyone or any other institution
that Transport Canada may wish to contact to investigate the employ-
ees. Further, the MTsc form states that Transport Canada may disclose
personal information collected to former employers, schools, and land-
lords of employees to verify such information.
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In addition, the MTScC process creates a mechanism whereby, with
“reasonable grounds to suspect” that one of the employees poses a threat
to port security, they could be removed from their job by the Minister
responsible for the legislation.

In short, the level of clearance required for a person driving a forklift
on a dock is just short of the top security level required by those con-
ducting the investigations into the workers’ lives. Ironically, the Maxine
Bernier-Julie Couillard controversy suggests that lesser security checks
were done on Bernier’s former significant other, who apparently had ac-
cess to confidential foreign affairs documents, than the rigorous checks
dock workers face on Canadian ports.

This example is relevant to racialized and newcomer communities
because approximately 40% of B.C. unionized marine workers have dual
citizenship.”® Tom Dufresne, President of the International Longshore
Warehouse Union, bluntly points out how the profiles are developed:

[Marine workers] would have to give their hair colour, eye colour and
complexion’ information — that’s code for “race” They would have to
give permission for background searches into immigration, criminal,
and Royal Canadian Mounted Police records. Simply put, they're try-
ing to make a database to racially profile our members. They also want

to politically and financially profile our members.*

Despite the 1LwU efforts to resist the implementation of the MTsc
program, using the grievance procedure and legal challenges arguing
violations to the Canada Labour Code, the Federal Privacy Act, and
Canadian Charter of Rights, Harper’s government has been able to ad-
vance the program — which has been described as a “model for the
marine world”®

Given the country’s changing face, colour and ancestry, measures
which increasingly rely on profiling individuals with information such
as place of birth or travel history will likely result in differential and dis-
criminatory colour-coded treatment, all under the rubric of security.
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Conclusion

Racialized, religious, immigrant/newcomer and Aboriginal commun-
ities and allies of all stripes and colour will need to consider closely
the Harper record, in terms of the equity impacts for them and for all
Canadians. Our collective security rests on it.
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Canada’s Secret-Trial Detentions

The country’s “intelligence” agencies set the agenda

Matthew Behrens

ON JANUARY 26, 2007, secret trial detainee Mahmoud Jaballah, then
on day 52 of a punishing hunger strike at the “Guantanamo North” de-
tention facility in Kingston, Ontario, called the office of the Campaign
to Stop Secret Trials in Canada.

“Ijust saw Stockwell Day,” Jaballah’s weak voice reported, adding that
the Minister of Public Safety and Emergency Preparedness had pulled
aside a curtain to Jaballah’s cell door, peeked in, and quickly bolted. The
other detainees reported the same quick peek-a-boo.

Jaballah was being held on a “security certificate,” a measure by which
the Canadian government can indefinitely detain without charge refu-
gees and permanent residents, all based on secret allegations neither
they nor their lawyers are allowed to see.

It was the first time Day had come face to face with three of the five
detainees who — though he had never met or spoken with them — he
had condemned as “vicious individuals.* But rather than deal with the
detainees’ concerns, he instead insisted to the press that all was well,
right down to the presence of chocolate sauce in the facility’s refriger-
ator.”

Day’s callous disregard for the safety of individuals on life-threatening
hunger strikes reeked of an arrogant smugness that echoed his Liberal
predecessor Anne McLellan. Indeed, both Liberals and Conservatives
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have long tried to reassure Canadians that indefinite detention without
charge, based on the lowest standards of proof of any court in Canada,
was a wholly legal and constitutional procedure.

Three weeks after Day’s visit, however, the Supreme Court of Canada
would unanimously find that the heart of the secret trial process was
unconstitutional. “How can one meet a case one does not know?” the
Court asked.?

This decision was far from perfect, since it failed to understand that
being held for years with no charge and no end in sight constituted in-
definite detention, nor that individuals’ equality rights were denied by
the two-tier justice that applied the low standards of a security certifi-
cate only against non-citizens. But it was nevertheless enough to send
the issue back to Parliament.

Some commentators subsequently argued that security certificates
required only a bit of tinkering to bring them in line with the Charter,
but most opponents insisted that nothing short of abolition could serve
the best ends of justice. They also argued that the certificates represent
the thin edge of a wedge constituting a major assault on the human
rights of targeted communities — “enemies du jour” who, for the past
decade or so, have largely been Arab Muslims, First Nations activists,
and anti-globalization organizers. All are named in reports by Canada’s
spy agency, the Canadian Security Intelligence Service (cs1s), as if they
were the cesspools within which alleged national security threats ger-
minated.

csis also dreams up the secret suspicions that underlie security cer-
tificates. The agency has a well-earned penchant for inaccuracy, exagger-
ated threat assessments, substitution of feelings for facts, racial profil-
ing, and use of information gleaned from torture, all of which have been
documented in revelations from the Arar Inquiry, the Air India Inquiry,
and the annual reports of the agency’s generally accommodating over-
sight body, the Security Intelligence Review Committee (SIRC).

The certificate process itself is terminally biased against a named in-
dividual. The government argues that detainees are allowed to see the
case against them, yet the public “summaries” of allegations are just that:
allegations. Inquiries into the sources of those allegations, requests for
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documentation, and attempts to cross-examine particular individuals
are rejected on grounds of “national security confidentiality”

But how does one respond in 2008 to the following cs1is concern,
recently released in one such summary: “In December, 1998, he looked
over his shoulder on three (3) occasions for no apparent reason, after
making a call from a public pay phone”*

It’s a Kafkaesque nightmare with no end, as Jaballah learned when,
cleared on a 1999 security certificate, he was re-arrested on a second
certificate in August, 2001. That fall, cs1s explained that, although there
were no new facts, they did have a “new interpretation” of what had al-
ready been found not credible by the Court. Despite this, the second
certificate was upheld.

For Montrealer Adil Charkaoui, detained in May 2003 and under
house arrest since February, 2005, the csis allegations against him have
changed on three separate occasions, leading one to conclude that the
spies in Ottawa are constantly nailing different types of Jello to the wall,
hoping one will actually stay up.

Jaballah, Charkaoui, and the other three men subject to certifi-
cates — Mohammad Mahjoub, detained in June, 2000; Hassan Almrei,
since October 2001, almost continuously in solitary confinement; and
Mohamed Harkat, since December, 2002 — face an endless road ahead
of detention, draconian house arrest, more hearings, and government
efforts to deport them to torture.

csis and the “Super-Muslims”

Security certificates and related human rights violations occur as a result
of official Ottawa’s traditional deference to its scandal-plagued spy agen-
cies. At the forefront of assuming the good-will and veracity of csis has
been the Federal Court, which seems to overlook the annual findings of
exaggerated threat assessments and Charter Rights violations by csis.
Indeed, the Globe and Mail reported that, “between 1993 and 2003, CSIS
filed warrant applications at a rate of between 200 and 300 a year, for
a total of 2,544 applications. Only 18 of these requests were rejected by
the Federal Court, the last denial occurring five years ago.”
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Similarly, in security certificate cases, the Court continues to buy
into the csis concept of Super-Muslims — individuals so thorough-
ly indoctrinated in the ways of evil and iniquity that they can never be
released on bail. To take but one example, the denial of bail to Hassan
Almrei, the last remaining detainee at Guantanamo North (aka Kingston
Immigration Holding Centre), is based on the assumption, supported
wholly by secret evidence, that Almrei “espouses the philosophy of
Osama bin Laden which promotes violent acts of terrorism against civil-
ian populations in Western countries, including Canada”*

Almrei has consistently denied such allegations. Nothing in the pub-
lic record has ever shown him to pose a threat, and the Canadian gov-
ernment, in a document released during the Arar inquiry, admits that it
does not have enough information on him to lay a criminal charge. But
Almrei was still willing to wear a Gps monitoring bracelet, live under
constant house arrest with video cameras at the only entrance to a base-
ment apartment, have only limited supervised outings, have contact
only with individuals approved by the state, have no computer or cell
phone access, consent to a phone tap and mail opening, and consent to
agents of the state entering his abode any time of day or night without
notice or warrant. Despite these severe deprivations of liberty, however,
the judge nonetheless was afraid that Almrei would spend considerable
time alone in a basement and that “the risk of surreptitious communi-
cation by Mr. Almrei is too great.”

Unless Almrei has become telepathic during his more than seven
years of confinement, it is unclear how, with phones tapped, video cam-
eras at the entrance, agents likely monitoring the house from the out-
side, and no access to a cell phone or computer, he could engage in
communications, surreptitious or otherwise. Smoke signals in an era
of smoke alarms are out; halal carrier pigeons would be too obvious. It
is only if one believes the concept of “Super-Muslim” that such a con-
clusion may seem plausible.

A nation run by fear

Regardless of who holds the reins of power in Ottawa, the environment
in which survivors of torture seek answers and detainees under “secur-

190 The Harper Record



ity” laws seek disclosure has been marked by an Orwellian form of back-
lash: those attempting to use the tools of democracy to uphold things
like the right not to be arbitrarily detained and tortured suddenly be-
come accused of being the victimizers of the very spy agencies respon-
sible for their suffering.

Indeed, the “intelligence community” treats efforts at disclosure,
clarification, or accountability as a form of “judicial jihad,” while a re-
cently retired RcMP chief superintendent, Ben Soaves, calls it “judicial
terrorism.”°

The “csi1s agent as victim because he takes part in rendition to tor-
ture and then has to answer questions about it” syndrome is not just
internal to the agency. The Inspector General of the Canadian Security
Intelligence Service puts a caring arm around the shoulders of the be-
leaguered csis with her spring 2007 comment that, “Over the past two
years I am sure that, at times, cs1s has felt ‘overburdened’ by review in
their efforts to respond to various mandated reviews.*

Similarly, the former head of the Security Intelligence Review
Committee, Paule Gauthier, declared in 2005:

Canadians must decide if we have the stomach and the money for this
kind of work... If we don’t have the nerve for it now, we'd better develop
it quickly... If we want to keep playing the national security game, we're
going to have to play in the big leagues. It won’t always be nice, it won't
always be easy, and it won’t always be pretty, but that’s the world we live

in. The sooner we get used to it, the better.

It’s small comfort to those for whom such practices as torture and
indefinite detention are not nice or pretty, but there still remains an air
of awe, or maybe fear, when it comes to challenging the basic assump-
tions and conclusions of cs1s and the RcMp. It’s reminiscent of the way
that J. Edgar Hoover and the FBI cowed an American public during the
height of the manufactured “Red Scare”

A broader agenda of attacks

The cold-war-style imaginings of cs1s and the RcMP underlying these
certificates would be comical were they not so devastating— not only
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to the men and their families, but also to the communities which, given

the ripple effect of the certificates, hide away in fear, leaving those tar-

geted ostracized and isolated.

The certificates are but one part of a much broader swath of dam-

age to people and democratic structures in Canada, only a few among

which would include:
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placement on no-fly lists with no right of appeal;™

receiving an unplanned visit from csis while at work, creating an
air of suspicion about oneself;*

communities who cannot pray without fear they are being
surveilled and recorded;*

acts of extortion by csis, including threatening to jeopardize
immigration for overseas loved ones if one does not spy on the
community;*

increasing use of secrecy in refugee hearings and greater
government efforts to prevent disclosure in criminal court
proceedings;*

branding of charities as “terrorist” fronts without any due
process;"”

increasing militarization of police actions in racialized
communities, resulting in mass arrests that are designed as media
stunts rather than crime-ending efforts;

Islamophobic messages constantly generated in the media;*

a free-wheeling racism that is defended as a justified response to
“political correctness;”

criminalization of refugees and immigrants, and vastly increased
numbers of immigration detentions (which numbered 12,824
individuals in 2006—07); and

deportations (12,636 for same reporting year).”
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Another part of the equation is Canadian complicity in torture,
whether through deportation or, in the case of citizens, working with
overseas intelligence agencies to seize travelling Canadians, arrest and
detain, interrogate and torture them. As was shown at the Arar Inquiry,
there appears to be a disturbing pattern of such behaviour on the part
of csis and the Rcmp, which also led to the detention and torture of
Muayyed Nureddin and Abdullah Almalki in Syria and Ahmad El Maati
in both Syria and Egypt. These three men, though granted an inquiry
into the role of Canadian officials in their torture, were not allowed to at-
tend the entirely secret inquiry chaired by former Supreme Court justice
Frank Jacobucci, nor were they allowed to see a single word of the 35,000
pages of government documents allegedly screened by the inquiry.

Keeping the lid on such an inquiry deflects attention from what is
clearly a pattern of nefarious behaviour. Other cases of human rights
violations continue to pop up. In April 2007, Stockwell Day promised to
look into the case of Algerian refugee Benamar Benatta, whom Canada
illegally transferred to the U.S. on September 12, 2001, with the dan-
gerous proviso that he was a Muslim who knew about airplanes and
might be connected to 9/11. Held for five years under conditions that the
United Nations said constituted torture, Benatta, now back in Canada
as a Convention refugee, is still waiting for answers from Day.

Then there is the case of Montrealer Abousfian Abdelrazik, who ap-
pears to have been detained at the request of csis and subsequently
tortured in 2003 in Sudan, where he remains stranded five years later
after his name was unjustifiably placed on a no-fly list.

Resisting new certificate legislation

It is against such a backdrop that the renewed battle against security
certificates heated up in the fall of 2007. But despite the best efforts of
people from across Canada to turn back the tide, the cards had already
been stacked by the minority Conservative government, the duplicity
of the Liberals, and the apparent bias of the Federal Court.

Indeed, while Stockwell Day promised immediate action following
the February 2007 Supreme Court decision, not a word was heard from
him for over eight months, nor were there any consultations with stake-
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holders. Stepping into the breach, quite helpfully, was the Federal Court,
the same institution that had always upheld a process unanimously re-
jected by the Supreme Court, but which appeared unwilling to consider
whether such affronts to justice were necessary in the first place.

Federal Court decisions following the finding of unconstitutional-
ity still reflected a preferential option for the powerful, with one judge
opining that “I do not believe that the Supreme Court intended the pre-
vious rulings are to be revisited or that current proceedings necessarily
are to be altered as a result of its determination”>

In what worked extremely well as a vehicle to stamp out real debate
and limit the terms of discussion to mere technicalities, the Court, in
conjunction with the csis-friendly Canadian Centre of Intelligence and
Security Studies (Carleton University), produced a study on the use of
“special advocates,” security-cleared lawyers who could look at what was
secret, but who could never be properly instructed because detainees
still did not know the case against them.

The report’s publication in August 2007 was perfect timing to help
shape the discussion when, six weeks later, Stockwell Day introduced a
new bill that essentially mirrored the old legislation, save for a few bits
of window-dressing (the much-criticized special advocate and an ex-
tremely limited “appeal”).

Day praised his work as the best law of its kind in the world, and then
pressured Parliament for rapid passage to prevent chaos.

When the House committee “studying” the bill planned hearings,
it originally invited only seven witnesses, none of whom were involved
in the day-to-day work surrounding secret trials in Canada. Pleas to
hold real, democratic, accountable hearings were met with complaints
by MPs that they wanted to go on Christmas vacation. “I haven’t had a
holiday since 2004,” explained Liberal MP Ujjal Dosanjh, who ignored
the warnings from leading law associations that the bill would not pass
constitutional muster in a new court challenge.”

Meanwhile, the Department of Justice was already advertising for
special advocates while Bill C-3 was still at the House committee, no
doubt confident that legislation by steamroller would succeed. A Liberal
party fixated with its own electoral dysfunction “held its nose” and sup-
ported the bill, and the Senate spent all of one day listening to some two
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dozen witnesses who, following Day’s appearance, unanimously called
for the “chamber of sober second thought” to exercise due diligence and
stop the bill in its tracks.

Casting sobriety to the wind, the Liberal-dominated Senate passed
the bill less than 24 hours later. A last-ditch campaign urging Governor-
General Michaélle Jean to refuse royal assent met a similar fate, and
csis wasted no time in issuing “new” certificates that, like the bill that
allowed for them, were slightly longer carbon copies of the old ones.

What was different this time, however, was the public availability of
the inflammatory allegation summaries. They appeared not on the csi1s
website, but, in an unprecedented move, on the website of the Federal
Court itself. Critics were aghast, noting they had never seen a court post
“evidence” until it had been properly tested in court.

Chief Justice Alan Lutfy was asked to remove the allegations and to
post balancing material to undo the incalculable damage that had been
done. But it was too late. For weeks the allegations remained, and news-
paper stories incorrectly treated them as a sign that the government was
finally revealing the cases against the detainees.

Since that time, the Federal Court has tried to rush these cases
through, insisting, at all costs, that the cases move forward regardless
of the wishes of those concerned. For the security certificate detain-
ees, a new round of hearings is set to occur in the fall of 2008, with the
ultimate aim of deporting them to countries where they will face tor-
ture, or worse.

This is all part of the $24 billion that has been spent on Canada’s “na-
tional security” since 2001 — funding which never seemed to reach the
women murdered by intimate male partners because the shelters were
full, the homeless who froze on the streets because there is no nation-
al housing program, those who died awaiting medical treatment, First
Nations reserves on boil water alerts, and millions of others for whom
true national security has been denied.”

All this may seem overwhelming, yet it is significant to remind our-
selves that grassroots action has made a difference. Between 1991 and
2001, CSIs issued on average two security certificates annually. Public
efforts began in 2001 to abolish the process and, since the 2003 certifi-
cate issued against Charkaoui, only once has this mechanism since been
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enacted: a bizarre “Russian spy” case that appeared more a public rela-
tions exercise than a threat to national security.

Clearly, the security climate had not changed, but the political cli-
mate had. Demonstrations, public education, hunger strikes, civil dis-
obedience, and legal challenges had all contributed to making security
certificates an issue of national importance, and appear to have had a
restraining effect on csis. The fact that four of the detainees are now
home with their families, although under harshly restrictive bail con-
ditions, does not mean this struggle has come to an end. The spies con-
tinue lurking in the shadows, waiting for their time to pounce, and the
need for public vigilance remains incredibly high.
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Migrant Workers Under Harper

“Guests,” servants and criminals

Evelyn Encalada, Erika Del Carmen Fuchs and Adriana Paz

ON JUNE 23, 2008, eighty Mexican citizens (including women and chil-
dren) were refused admission to Canada and were deported after being
placed in detention centres for two days. Each of the men and women
paid a fee of over $4,500 before leaving Mexico for the promise of a
work visa to work in agriculture in British Columbia. A Canada Border
Services Agency (cBSA) spokeswoman, Faith St. John, commented: “It’s
not unusual to refuse admission to someone, but it is unusual for a group
in such large numbers to come on one flight”

Such an “unusual” incident showed only the tip of the iceberg of an
immigration system that has steadily eroded under the Conservative
federal government, to the point where it is difficult to make a dis-
tinction between immigration and market-driven economic policies.
Indeed, profit seems to be the real determining factor dictating recent
changes to the Canadian immigration system. Purported “Canadian”
values of compassion and humanity have become irrelevant, even for
public relations purposes. Conservatives are not shy in teaching us the
hard lesson about who the real “bosses” are and who “deserves” to be
exploited, under which circumstances, and under which immigration
category: “guests,” “temporary/seasonal,” or “low-skilled” workers.

The “unusual” case of the 80 Mexicans who were deported was never
reported or addressed by Canadian or Mexican government authorities.
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There was a vague reference to unscrupulous labour brokers who had
promised lucrative work in agriculture in B.C.: labour brokers whose
activities were made possible by the current immigration and labour re-
gimes implemented by the Harper government. These schemes are cre-
ating a new breed of “coyotes” promising opportunity in Canada.

During the last two years, we have seen the federal government’s
commitment to “efficiency,” which has both created and massively ex-
panded guest worker programs. The federal government has simpli-
fied the application processes for employers seeking to import labour
to compensate for alleged labour shortages. Nandita Sharma, an activist
academic, warns that “shortages do not always refer to a quantitative or
actual lack of workers, but to the shortage of a particular kind of work
force, that is, cheap, politically repressed, and so on.* Through guest-
worker programs such as the cswap, and more recently the Temporary
Foreign Workers Program (TFwP), employers are granted the power
to secure a captive, cheap, flexible labour force that better meets the
bottom line.

As a result, we have witnessed the arrival of thousands of inden-
tured workers to work in agriculture and in many other sectors such as
construction. Workers are recruited either through their own govern-
ment officials or through private labour brokers. In either case, labour
brokers or consular officials from sending countries do not seem to
be responsible for or care about workers’ labour or living conditions.
Otherwise we would expect them to provide workers with basic infor-
mation about their rights and social entitlements, such as health care
or workers’ compensation. As a migrant farm worker said, “These con-
sular officials only care about the employer. If he is happy, everything
is well. If we phone the Consulate, they don't ever bother returning our
calls. We simply don’t count”

The Canadian government, on the other hand, has not allocated any
funding to service this growing population. There are currently no gov-
ernment services, programs or orientation for temporary migrants, ren-
dering them all the more vulnerable and marginalized.

Even before the Harper government came to office, guest worker
programs allowed employers to choose the sex, nationality, and race of
their workforce. Through the new Temporary Foreign Worker’ Program,
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employers have been granted further unrestrained power over their
labour force. In effect, employers are functioning like de facto immi-
gration officials in their own right, who can dictate the terms of life and
work in Canada. Through these guest worker programs, employers have
more of a say in “who gets in” and “who gets out” Those who “get out”
are usually the ones who have not complied with employer demands or
who simply have fallen out of favour with employers for trivial reasons.
Many such dismissals have no legal grounding, but cannot be contest-
ed since losing work means being repatriated immediately and/or los-
ing the legal right to work for another employer.

The practice of assigning migrant workers to only one designated
employer goes beyond the usual labour contract by enabling a type of
labour servitude. Workers have to abide by and acquiesce to objection-
able and often detrimental conditions of life and work in Canada. It
is ludicrous that, after more than 40 years of the saAwp and pressure
among advocacy organizations to amend its most deficient facets, the
Harper government responds by creating new guest worker programs
with much worse terms of labour mobility and human rights.

The reality is that, during the two years the Harper Conservative gov-
ernment has been in power, the immigration system has been privatized,
for all intents and purposes, according to purely economic criteria dic-
tated by corporate greed. While permanent immigration has been dis-
couraged, a “temporary-forever” migration policy has been aggressively
expanded under the umbrella of free trade agreements such as NAFTA.
The tragic part is that this trend is likely to continue under more pro-
corporate agreements like the new Security and Prosperity Partnership
(spp) agreement between Mexico, Canada, and the United States.

Deep Integration: The case of Three Amigos and who they leave out

It is not new for the Canadian government to leave the most affect-
ed and most vulnerable out of important decision-making processes
that have a deep impact on their lives. However, the current scenario
in which Ministers and Prime Ministers meet “secretly” to discuss the
Security and Prosperity Partnership (spp) goes even further. The spp
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is even more undemocratic than NAFTA and has effects that go beyond
the three North American countries.

Considering how NAFTA has affected the agricultural population in
all three countries, we can predict the spp will have further negative im-
pacts on rural communities throughout North America, and particular-
ly on Mexican migrant workers. Mexico, for example, has already suf-
fered massive losses, culturally and economically, due to the collapse of
its staple corn production.

The Three Amigos, with their ever-changing faces, now with the dis-
guises of Stephen Harper, George Bush and Felipe Calderén, decide our
collective fate. With pressing issues like border security and business
competitiveness, it isn’t surprising that the loss of land, home, family,
community, identity, and security of hundreds of thousands of Mexican
migrant workers a year is not in the hearts and minds of those discuss-
ing how to make an even bigger buck.

Harper has continued and excelled at Canada’s role of contributing to
the displacement of peoples by taking a lead in promoting the weakening
and dismantling of public services and institutions in all three countries,
yet also at keeping a tight control on who comes into and especially who
stays in this country. The flow of cheap migrant labour is as important
as the flow of products, to ensure business competitiveness.

Under the rule of Felipe Calderdn, desperate “out-migration” has
continued steadily, aided and abetted by the privatization of land and re-
sources, state-instigated and state-sanctioned violence, increasing pov-
erty, insecurity, lack of decent and secure work, and displacement that
compels Mexicans to leave home in order to support their families.

Calder6n, like Harper in Canada, continues in the footsteps of his
predecessors, but with more overt signs of a military police state, aid-
ed by the recent U.S. Congress’s approval of a Mexican-style version of
Plan Colombia, the Merida Initiative, a war against drugs, which is an
unashamedly brutal counter-insurgency assault on the social move-
ments struggling for what are legitimately the Mexican people’s rights:
to dignity, land, and the basic necessities of life.

Because it is necessary for Mexicans to seek alternatives to the
desperate situation in their country, they are ripe for super-exploita-
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tion through guest worker programs such as the Seasonal Agricultural
Workers’ Program (SAwWP).

Commodified peoples, disposable workers

Survival is becoming more difficult for working Mexicans living in the
cities and the countryside. The price of basic staples like corn rise stead-
ily, and the work that is available is often precarious and meagerly paid.
As a result, Mexicans continue to look North for a way out of poverty.
The intensification of security measures along the U.S.-Mexico border
has not deterred border crossings, but has called for more resourceful-
ness among those seeking to leave. Nowadays, coyotes are not neces-
sary and frankly too out of reach for many Mexicans who cannot af-
ford to pay one to go to the United States. Many try their luck and risk
their lives by attempting to cross the Rio Grande on their own. Some
look further North.

Some see Canada as an alternative and more tangible possibility
than the United States. Certainly, the economic integration of Canada
and Mexico is becoming more discernible in rural communities such
as Cuijingo, Guadalupe Zaragoza, and Atotonilco, where almost every
house has someone working in Canada as a temporary worker, most-
ly in the sawp. Their numbers and the importance of Canadian wages
make Canada seem like a haven. Often the hardships faced by migrants
in Canada are not communicated back to families in order to protect
those left behind.

Not surprisingly, Canada is generally viewed in Mexico as a benevo-
lent country that respects human rights more than the United States
does. Those who cannot participate in the SAwP seek other ways to
migrate to Canada to work and to possibly stay. Upon arrival, however,
they come to know the Canada of the Harper government. Now, as soon
as a plane lands from Mexico, border patrol officials are immediate-
ly lined up as passengers exit the plane in order to separate those who
can from those who cannot enter. Many Mexicans finding themselves
in dubious labour schemes realize that, through the Mexican consul-
ate, their rights as Mexicans do not carry any weight. Even in moments
of crisis, they have no leverage. They experience the shock of their lives
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when they learn that Canada, for them, is not much different from the
United States.

Through these guest worker programs, poverty is being re-packaged
and imported from the Third World into the First World, together with
a slew of social and environmental consequences. NAFTA has meant
the further “maquiladorization” of Mexico, including Mexicans, for
the profit margins of U.S. and Canadian capital. Mexican families and
communities find themselves paying the harshest price for economic
restructuring in Canada and the United States. Impoverished peasants
and workers have little bargaining power to demand better conditions
and wages. When a full day of farm work in Mexico renders about $6,
it is easy to be swayed by guest worker programs and the trek up North.
Certainly, Canadian dollar earnings go a long way in Mexico, but it is
precisely the non-economic issues that are often forgotten in the evalu-
ation of these labour migration schemes.

In economic terms as well, these guest worker programs create dan-
gerous dependencies on remittances. They undermine local labour mar-
ket productivity and economic self-sufficiency. In a time of global food
crises, farms in Mexico are idle due to lack of workers and infrastruc-
ture, and environmental degradation. Nowadays, children of migrants
do not have the same ties to the land as their parents. They are provid-
ed for by remittances, and, when they reach a certain age, many see mi-
gration or leaving as a career choice.

The impact of separation between children and parents is immeas-
urable. Women who stay behind must contend with overwork and mul-
tiple roles in the family and in their communities. While their work fa-
cilitates the migration of others who provide their labour power in im-
portant sectors of the Canadian and U.S. economies, they themselves
are made completely invisible.

Most importantly, through guest worker programs, certain people
become commodified and disposable. Migrants are accepted into
Canada as workers, not as citizens or human beings tied to families
and communities. Once they fall ill or are unable to produce accord-
ing to employer expectations, they are discarded. In Mexico, there are
hundreds of forgotten families and untold stories of how migration to
Canada has tragically changed the lives of people forever.
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In the film Migrants: Those Who Come from Within, Alicia tells her
own story of how her husband in the sawp was discarded by Canada
after being accidentally dosed with pesticides and chemicals. He was
prevented by his employer from taking showers or missing work in or-
der to seek medical attention. He was never the same and died a month
later in Mexico, leaving Alicia and her son alone without any financial
support.*

These stories repeat themselves across rural communities and cities
in Mexico. These are among the liabilities of such labour de-facto immi-
gration schemes that are conveniently hidden from the Canadian public.
In an interdependent world and within increasingly regional econom-
ic integration, Canadian government policies affect millions of people,
not only within our borders, but also in communities like Cuijingo,
Guadalupe Zaragoza, and Atotonilco. Through Harper’s immigration
policies and new migrant labour schemes, Canada has regressed to a
time reminiscent of the most blatant racist gatekeeping.

The incident of the 80 Mexicans workers who were jailed and then
deported from the Vancouver International airport is a concrete ex-
ample of how the Harper government’s policies have caused the com-
modification as well as the criminalization of migrant workers. At first,
they are turned into units of labour to be bought and sold and exploited
by coyotes who seek to profit from free trade in workers. Then the work-
ers run the further risk of the immigration system turning them into
criminals, either when they try to enter to work in the country, or when
they speak out against substandard working and living conditions. In
both cases the results are similar: they are simply deported because,
after all, they are seen as nothing more than “capital on two legs”” This
is what is really “unusual” and truly outrageous about the way Stephen
Harper treats “guests” in Canada.
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Conservatives’ No-Fly List
Violates Rights

Bruce Campbell

SINCE SEPTEMBER 11, 2001, both Liberal and Conservative govern-
ments have introduced a vast array of measures that they claim are
needed to combat terrorism. Some are enacted through laws such as the
Public Safety Act and the Anti-Terrorism Act. Many others have come
into being through bilateral agreements with the United States, such
as the Smart Border Declaration and Action Plan, and the Safe Third
Country Agreement.

These measures, which dramatically expand state power at the ex-
pense of our deeply held rights and freedoms and the rule of law, were
not needed to deal with a genuine security threat. They were introduced
mainly in response to U.S. government intimidation to bring Canadian
security measures into line with draconian U.S. practices, and from
Canadian business wanting to “do what it takes” to keep trade flowing
across the border. (This harmonization process continues under the
Security and Prosperity Partnership of North America.)

Canada’s No Fly-list, introduced by the Conservative government on
June 18, 2007, is an example of the high price Canadians are paying in
terms of state erosion of the rights and freedoms guaranteed under the
Charter of Rights and Freedoms. The Charter is a cornerstone of our
legal system and operates to protect citizens from unjustified intrusions
by government. Charter rights include mobility rights (section 6 of the
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Charter), due process rights (section 7), rights to be free from unreason-
able search and seizure (section 8), and equality rights (section 15).

The No-Fly list is part of a federal initiative known as the Passenger
Protect Program. It operates like a restraining order, preventing people
on the list from boarding an aircraft. While restraining orders against
individuals are normally issued by judges after a hearing, this is not the
case with the No-Fly list. Instead, the Minister of Transport, on the
recommendation of a committee of three bureaucrats from Transport
Canada, csis and the RcMP (based on information provided by the
rRcMP and csi1s), decides who will be on the list. This decision is made
behind closed doors, with affected individuals having no opportunity
to challenge the decision adding them to the list.

Federal guidelines exist to help determine who should be listed, but
they are vague and subjective. For example, according to the Transport
Canada backgrounder, a person “who is or has been involved in a ter-
rorist group and who, it can reasonably be suspected, will endanger the
security of any aircraft or airport, or the safety of the public, passengers,
or crew members” may be on the list.

At first glance, the guidelines may seem reasonable, but a closer look
raises serious concerns, particularly since the list is secret and not sub-
ject to any independent scrutiny.

First, one need not be charged with, or convicted of, any offence to be
put on the list. Mere “involvement” with a group defined in the Criminal
Code as “terrorist” is sufficient. This definition of “terrorist group” has
been widely criticized, including by the Canadian Bar Association, as
being vague and broad enough to capture charitable organizations with
no direct or indirect connection to terrorist activities.

Second, there is a risk that the information from the RcmP and csi1s
used to list people may be unreliable, even misleading. We know from
the Arar Commission of Inquiry, for example, that the RcMmPp passed
on inaccurate information to U.S. authorities, information that wrong-
ly portrayed Arar as a terrorist suspect. The U.S. later shipped him to
Syria, where he was imprisoned and tortured.

Arar is not the only Canadian to have suffered this fate. The Iacobucci
Commission is currently investigating the conduct of Canadian officials
in the cases of three other Muslim men imprisoned and tortured in
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Syria: Abdullah Almalki, Muayed Nureddin, and Ahmed El Maati. (Their
stories are told in Dark Days, by Kerry Pither, Penguin Books, 2008.)

Third, the standard for deciding if someone will endanger aviation
safety is disturbingly low: that of suspicion, instead of the higher stan-
dard of reasonable belief, which requires solid evidence.

The consequences of being on the No-Fly list could be serious, even
deadly. What if, for example, the list is shared with other countries, in-
cluding those who torture? Brion Brandt, Transport Canada’s director
of security policy, testified before the Air India inquiry that, once the
names on the list are given to the private airlines, there is no way to pre-
vent the airlines from passing them on to foreign governments.

A June, 2007 resolution adopted by Canada’s Privacy Commissioners
and Privacy Enforcement Officials reinforces this concern. The resolu-
tion states:

It is alarming that Transport Canada has not provided assurances that
the names of individuals identified on the No-Fly list will not be shared
with other countries. We do not want to see, through the failure to take
adequate safeguards, other tragic situations arise where the security of
Canadian citizens may be affected or compromised by security forces

at home or abroad.

The No-Fly list is the “trigger” that may prevent someone from flying.
All airline passengers in Canada are automatically screened against the
list before being issued a boarding pass. In the event of a possible match,
airlines must contact Transport Canada for a decision on whether to
issue an emergency direction barring the person on the list from flying.
If barred from flying, the individual is grounded and the airport or local
police notified. Detention could follow, and with it anxiety and stress.
Unable to fly, the person’s ability to earn a living may be jeopardized, not
to mention the increased hardship in visiting family and friends.

The No-Fly list violates fundamental rights, such as due process
rights under section 7 of the Charter. Section 7 guarantees the right to
life, liberty and security of the person and the right not to be deprived
thereof except in accordance with the principles of fundamental jus-
tice. If the state, through its officials, deprives us of our liberty by de-
taining us, or deprives us of our security by putting our names on se-
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cret lists and using secret information about us, then fundamental jus-
tice requires that we be told the basis for the allegations against us. It
also requires that we have an opportunity for some type of hearing, by
an impartial body, to challenge the actions of the state.

There is no fundamental justice in the case of the No-Fly list.
Individuals are listed with no notice and no opportunity for a hearing. If
names on the list are shared with other countries, individuals could face
deportation and detention as a result, and never know why. Admittedly,
individuals whose rights have been thus violated can seek a review of
their inclusion on the No-Fly list through Transport Canada’s Office of
Reconsideration, but this is not an independent review. And the Office
can only recommend. The ultimate decision-maker is the Minister of
Transport, who had the person’s name put on the list in the first place.

The No-Fly list impacts other Charter rights. Mobility rights, includ-
ing the right to move anywhere in Canada, will be affected if those on
the list are prevented from flying. Privacy rights may also be affected in
violation of section 8 of the Charter if an individual’s personal informa-
tion is searched, seized, and possibly shared with other countries.

The list may also be a form of racial or religious profiling that would
violate Charter equality rights; but this would be difficult to prove given
that the list is secret.

The rule of law, a principle of fundamental justice central to our dem-
ocracy, requires that any state action limiting rights must be authorized
by law. This same principle is embodied in section 1 of the Charter. If a
state measure is shown to violate a Charter right, the state then has the
burden of showing that there is lawful authority for the measure.

Transport Canada argues that the Aeronautics Act and Identity
Screening Regulations provide authority for the No-Fly list, but Canada’s
Privacy Commissioners disagree. They argue in their June 2007 reso-
lution that there is no clear or adequate legislative framework to sup-
port the list. The Conservative government could have provided such a
framework by proposing changes to the Aeronautics Act that would have
to be debated in the House of Commons and subject to public scrutiny.
Instead, like so many of the security initiatives introduced post-9/11, the
No-Fly list came into effect through the back door, with no opportunity
for the discussion and debate that are so essential in any democracy.
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Other criteria must be met by governments wanting to defend rights
violations under the Charter. First, they have to show some compelling
justification for such rights infringements. Second, they have to show
that the measures they have adopted are carefully tailored to minimize
any Charter violations. These criteria cannot be met in the case of the
No-Fly list. As the British Columbia Civil Liberties Association states in
its position paper on the list: “There is no compelling justification pre-
sented for the use of No-Fly lists and no aspect of such lists is benign”

If the Conservative government was concerned about preventing ter-
rorists and others from endangering aviation, they didn’t need a No-Fly
list to achieve this result. The Aeronautics Act already contained pro-
visions to prevent persons believed to pose an immediate threat to air-
line security from boarding a plane.

There is no evidence that No-Fly lists make us safer. The U.S. list, ori-
ginally intended to be narrowly focused, has ballooned, with estimates of
the current number of names ranging from 30,000 to 120,000. Names
on the list include prominent public figures such as Nelson Mandela and
Bolivian President Evo Morales. Many people have also been stopped
from flying simply for having names that were the same or similar to
those on the list. For example, U.S. Senator Edward Kennedy has re-
peatedly had problems boarding flights because his name apparently
corresponds to a “T. Kennedy” on the list.

To date, no terrorists have been apprehended through use of the
U.S. list. The cBs show Sixty Minutes spent months with Joe Trento of
the National Security News Service, going over names on the U.S. No-
Fly list. Trento — asked about the quality of information that the U.S.
Transportation Security Agency gets from the c1A and the FBI in or-
der to compile the list —says:

Well, you know about our intelligence before we went to war in Iraq. You
know what that was like. Not too good... This is much worse. It’s awful,
it’s bad. I mean, you've got people who are dead on the list. You've got

people you know are 8o years old on the list. It makes no sense.

The Canadian No-Fly list (believed to be in the low thousands) is also
fallible. Canadian Press reporter Jim Bronskill (April 19, 2008) was told
by Transport Canada that it had received about 50 calls from passengers
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whose names turned up on the list, but all were false matches. A case in
point is that of two Canadian boys, both named Alistair Butt. Shortly
after No-Fly came into effect, a 10-year-old from Saskatchewan and a
15-year-old from Ontario were stopped while trying to board flights.
It appears that their names matched a name on the No-Fly list. After
long delays, the boys were allowed to board; but their families fear they
will face the same problem every time they try to fly. Transport Canada
would not confirm whether the boys were on the Canadian list, an air-
line No-Fly list, or the U.S. No-Fly list.

U.S. Homeland Security Secretary Michael Chertoff has called for
the U.S. and Canadian No-Fly lists to be merged. (Even though the U.S.
still refuses to remove Maher Arar’s name from its list despite repeated
requests from the Canadian government to do so.)

In the meantime, the U.S. is in the process of expanding its own No-
Fly list with a new system called “Secure Flight” Under this program,
the U.S. will not only vet passengers against watch-lists, but will also
conduct routine background checks on all passengers. All airlines with
international flights leaving from, flying to, or even flying over the U.S.
(to Latin America), will have to hand over to Homeland Security passen-
ger and crew manifest data, as well as the much more detailed and in-
trusive Passenger Name Recognition information (PNR). The Canadian
government has requested a total exemption from the Secure Flight pro-
gram, but it is not known whether this request has been granted.

How does the Conservative government defend intrusive measures
such as the No-Fly list? It does so by trying to use the Charter of Rights
and Freedoms as its shield. In a written reply to questions about the list
from NDP MP Peter Julian, Minister of Transport Lawrence Cannon
said the government, by preventing passengers who “may” be a threat
from boarding aircraft, is fulfilling a duty under section 7 of the Charter
to protect the right to life and personal security of the crew and other
passengers.

According to human rights lawyers, however, Cannon has it wrong.
Section 7 exists to protect us from unwarranted government intrusions.

Canada has laws such as the Criminal Code, as well as police and
security agents, to protect our security. The government does have a
legitimate role to play in aviation security, too, but the Charter does not
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authorize it to trample on our human rights in so doing. Intrusive and
unreasonable state actions run directly contrary to the purpose of the
Charter. Either the Minister of Transport is ignorant of the law or he is
suggesting that the actions of the Conservative government are above
the law. In either case, those concerned about these most deeply held

Canadian values should be outraged.
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Canada and International
Human Rights

Opportunity abandoned

John W. Foster

The United Nations Convention Against Torture is not a factor in de-
ciding whether to send information to countries such as Syria and Egypt
about Canadians detained there.

—Official, Department of Justice, lacobucci Inquiry, January 2008.

THE CAUSE OF human rights in the global community is threatened as
never before. The assault on democratic rights and civil liberties under-
taken by many governments following 9/11 and the passage of the Patriot
Act in the United States continues, although the “moral panic” which
led to extreme measures in the immediate wake may have faded. The
persistent pressure to protect investor privilege and assert the claims
of trade, investment, and intellectual property accords over established
human rights treaties and environmental agreements continues apace.
The indifference, sometimes ignorance, and posturing of many gov-
ernments, often leave existing international human rights law without
active advocates.

In this context, many eyes have focused on the Canadian govern-
ment. Canadians, since the writing of the Universal Declaration on
Human Rights after World War II, have often been in the vanguard
of human rights advances, whether the rights of children, the strug-
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gle against violence against women, and the full recognition of equal-
ity itself.

Thus, particularly since the election of the Harper minority govern-
ment, Canadians travelling outside the country can be caught short by
the question, “What’s happened to Canada?”

For reasons of economy of space and the patience of the reader, we
have asked where has Canada had the opportunity to strengthen human
rights internationally, to defend key elements which are threatened, and
to advance the frontier of rights.

To this end, we have focused on three key and controversial recent
instances:

« the resignation of Louise Arbour, UN High Commissioner for
Human Rights;

« the government’s response to the release of its orientation material
on torture; and

« the government’s about-turn in opposition to the UN Declaration
on the Rights of Indigenous Peoples.

Louise Arbour as High Commissioner for Human Rights:
Victim of “friendly fire”?

The Conservative government essentially said goodbye to Louise Arbour
by telling her: Good riddance. You were a disgrace and you won't be

missed.!

There is a picture, taken in Valstica, Kosovo, in July 1999, showing the
Chief Prosecutor for the International Criminal Tribunal for the Former
Yugoslavia, visiting the site where several members of the Shabani family
had been killed. Louise Arbour, the prosecutor, is holding the hands of
two family members, the elderly Mihrije and younger Emin, as they re-
count the deadly event. The witness of violent and more subtle viola-
tion of fundamental rights has been part of the daily work of Louise
Arbour in her work for international tribunals and since she left the
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Supreme Court of Canada to serve as UN High Commissioner for
Human Rights.

Arbour was a former prosecutor who could be not only persistent,
but also tough. She had secured the indictment of the late Serbian lead-
er Slobadan Milosevic. What is telling in the 1999 photo is that the visit-
ing prosecutor does not hold back from what she is witnessing; unable
to express overt solidarity, she is instead holding hands with two of the
survivors as they bear witness together.

With the departure of Louise Frechette from her position as Deputy
Secretary-General of the UN, Arbour, who is also Under-Secretary-
General of the UN, was the highest placed Canadian international civil
servant. Being High Commissioner for Human Rights means being
a target for criticism from any state which feels its interests or repu-
tation is under fire on human rights issues, as Arbour’s predecessor,
Mary Robinson of Ireland, well knew. Being the target of “friendly fire”
from her own government was perhaps something Robinson avoid-
ed, but it characterized Arbour’s final days at the Office of the High
Commissioner.

In the Canadian Parliament, Treasury Board President and former
Justice Minister Vic Toews yelled, “she’s a disgrace” when Liberal Martha
Hall Findlay called on the government to salute Arbour’s work as High
Commissioner. Later, Toews told the House that “the comments that
Louise Arbour has made in respect of the state of Israel and the people
of Israel are, in fact, a disgrace and I stand by those words.>

While newly appointed Foreign Affairs Minister David Emerson was
quick to say the government “congratulate(s) the work of Louise Arbour,
the Toews remark betrays an underlying attitude that has run long and
deep within the government, and which, in denigrating the person, also
denigrates the urgent work of international human rights bodies. The
fact that the latest attack came from the mouth of a former justice min-
ister, who should know much better, is particularly shocking, and, given
his senior status in the tightly reined Harper government, brings his col-
leagues in Cabinet into question as well.

In a defence of Arbour, former Supreme Court justice Claire
L'Heureux-Dubé noted the piquant coincidence of Toews attack with the
release of a report from the Observatory for the Protection of Human

Racialization and (In)Security 215



Rights Defenders, which notes that “human rights defenders around
the world are facing increasing state efforts to stifle their actions and to
clamp down on dissent.

A detailed examination of Arbour’s contribution came from former
Canadian Ambassador to the E.U. (and formerly to Russia, the UK., and
various other highly rated capitals) Jeremy Kinsman.* Kinsman high-
lights some of the issues on which Arbour took position, first among
them torture. As the U.S. prevaricated on such fundamentals as the def-
inition o