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Summary

Atlantica: Myths and Reality

“Atlantica” is the name given to a proposed cross-
border entity spanning the Maritime provinces,
Newfoundland (but not Labrador), the parts of
Quebec located south of the St. Lawrence River,
Maine, Vermont, New Hampshire and upstate
New York. The primary focus is not strength-
ening trade within this cross-border region.
Instead, proponents aim to convince Atlantic
Canadians that the road to economic prosper-
ity lies in the region becoming a conduit for
Asian goods destined for the American heart-
land and in accelerating energy exports to the
north-eastern U.S.

Championed by the Atlantic Institute for
Market Studies (A1Ms), the proposal is a curi-
ous blend of unrealistic claims and zeal for de-
regulation — a mix that could have serious det-
rimental effects on Atlantic Canada.

A conduit for Asian goods?

Atlantica supporters envisage Halifax as the gate-
way for a high-volume roadway along which su-
per-sized “truck trains” would haul Asian goods
to the U.S. mid-west. Halifax is the eastern sea-
board’s closest deep-water port to Asia for con-

tainer ships that are too large to pass through
the Panama Canal. Attracting these leviathans,
and trucking their cargo to U.S. markets, is the
centrepiece of the Atlantica strategy.

This logic, however, does not stand up to
scrutiny. West coast ports are already increas-
ing their capacity and there are plans underway
to expand the Panama Canal to accommodate
larger ships by 2015. The scheme also hinges
on the assumption that the eastern portion of
the Canada-U.S. border will be virtually fric-
tion-free. This ignores the post-9/11 U.S. real-
ity that “security trumps trade.” The extra costs
and risks involved in crossing the increasingly
security-conscious U.S. border mean that the
port of Halifax cannot count on huge increas-
es in U.S.-bound cargo from Asia to assure its
long-term vitality.

Even if it could be attained, the dubious goal
of boosting traffic along this corridor “out of
all proportion to local population and needs”
would bring few economic benefits to the rest
of the region. On the contrary, it would result in
much more wear and tear on the region’s roads
and bridges, requiring significantly higher high-
way spending. The region’s highways would also
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become less safe for motorists, both residents
and tourists.

Huge increases in truck traffic would also
cause substantial environmental harm, particu-
larly through increases in greenhouse gas emis-
sions. Decisive action to curb global warming,
favouring more environmentally-sustainable
transportation systems, would turn Atlantica’s
planned heavy-truck road corridor into a white
elephant.

The Atlantica energy corridor

While key parts of the Atlantica transportation
corridor story are implausible, the proposal for
a parallel energy corridor is firmly grounded in
continental energy realities.

The U.S. is the world’s largest consumer and
importer of petroleum and is eagerly looking to
Canadian supplies to meets its energy security
goals. Atlantic Canadian energy exports to the
U.S. have grown rapidly over the last decade as
offshore oil and gas have come on-stream. They
now comprise over 50% of the region’s total ex-
ports to the U.S.

In essence, the Atlantica energy corridor
policy is about exporting oil and gas as rapidly
as possible on terms that favour the industry,
while leaving key decisions about exports to de-
regulated markets.

The major concerns about this rapid export
growth are: whether the Canadian public is get-
ting a fair share of the revenues from the sale
of these publicly-owned natural resources; the
impacts on Atlantic Canada’s future energy se-
curity; and the negative environmental effects,
regionally and globally, of accelerated fossil fuel
exploitation. The Atlantica energy scheme gives
short shrift to these concerns and instead strongly
promotes an unregulated, export-driven, “free-
market” approach.

Contrast this ideology with the experience of
Norway, which captures almost an 85% share of
oil revenues for its citizens. It does this through
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a combination of corporate taxes, a carbon tax,
a direct ownership stake in oil and gas devel-
opments, and dividends from state-owned oil
companies. The Newfoundland and Labrador
government’s efforts to negotiate a fairer share
of returns for its citizens from future offshore
petroleum developments should be commended.
Atlantica partisans, however, are highly critical
of this stance.

The Atlantica energy corridor is driven by
U.S. energy security concerns, but gives little
thought to Atlantic Canadians’ future energy
needs. Despite being a major energy exporter,
Atlantic Canada imports 90% of the oil con-
sumed within the region. In the event of a crisis,
such as a hurricane, or of a longer-term shortage,
the infrastructure needed to supply natural gas
throughout the region is not even in place.

Atlantic Canada also urgently needs a long-
term energy policy that conserves non-renewable
resources and uses them wisely in a transition
to safe, renewable forms of energy. A sustain-
able energy policy would involve, for example,
greater local use of cleaner-burning natural gas
as a stepping stone to a more renewable ener-
gy future.

Alternatives to market fundamentalism
The common thread throughout the Atlantica
scheme is a fierce commitment to deregulation,
whether by loosening road safety rules to allow
truck trains or advocating a hands-off approach
to the energy sector. As one analyst has pointed
out, Atlantica’s chosen theme of “business with-
out borders” has a double meaning: business un-
impeded by the international border, but also
freed from the boundaries of environmental and
social policy regulation.

Supporters take direct aim at minimum wage
legislation, public services, and unions, explic-
itly identifying them as “policy distress” factors
that thwart the region’s development. For A1ms,
in particular, the Atlantica model is a means to



promote its “market fundamentalist” views — the
unconditional belief that unregulated private
markets always benefit society and that the best
government is the smallest government.

Fortunately, there are far more compelling
policy alternatives that promise increased co-
operation between Atlantic Canadians and their
New England neighbours, secure employment
at decent wages, an environmentally sustaina-
ble future, and the further strengthening — not
dismantling — of the social programs and pub-
lic services that bind Atlantic Canada and all
Canadians.

Like its namesake Atlantis — the mythi-
cal city which according to legend disappeared
into the sea — the deeply flawed Atlantica pro-
posal should be dispatched to the depths. With
it should go its false promises of regional pros-
perity, and the energy insecurity, environmental
degradation and democratic deficit embodied in
the scheme’s extreme market fundamentalism.
Then the citizens of this region will be able to
refocus their energies and get on with the task
of building a more just, prosperous and sustain-
able future for all.

ATLANTICA MYTHS AND REALITY






1 What is Atlantica?

“Atlantica,” also known as the Atlantic Interna-
tional Northeast Economic Region (AINER), is a
proposed cross-border entity spanning the Mari-
time provinces, Newfoundland (but not Labra-
dor), the parts of Quebec located south of the St.
Lawrence River, Maine, Vermont, New Hamp-
shire and upstate New York (see map).

The push for Atlantica is part of a continent-
wide drive towards greater marketplace integra-
tion. Supporters unabashedly promote the devel-
opment of the Atlantic northeastern region into
a corridor for Asian goods destined for the U.S.
“heartland” and the intensification of Atlantic
Canada’s energy exports to the U.S. With some-
what less fanfare, they are embarking on a proc-
ess of deregulation that would harm the majority
of citizens on both sides of the border.

The current Atlantica concept was reportedly
introduced by Brian Lee Crowley in a speech six
years ago to the Atlantic Canadian premiers and
New England governors. Crowley, Director of the
Atlantic Institute for Market Studies’ (A1MS),
prodded the premiers to reject the limited goal
of economic union of the Atlantic Provinces as
“too 19th century” and urged them instead to

embrace the “21st century” project of erasing the
Canada-U.S. border.!

Proponents frequently suggest that Atlan-
tica is a “natural” economic region, artificially
divided by the international border. As conserv-
ative newspaper columnist Neil Reynolds por-
trays it: “Atlantica, in short, is a metaphor for a
part of North America that belonged together
but got wrongfully, irreparably, torn asunder.”?
From this viewpoint, the Atlantica project is not
a new orientation for the region. It is seen as a
return to the north-south ties of history, geog-
raphy, culture and trade that, had they not been
disrupted by Canadian nationhood, would now
eclipse the Atlantic Provinces’ east-west links
with the rest of Canada.

This narrative is a rather clumsy attempt to
play on Maritimers’ and Newfoundlanders’ his-
torical sense of alienation from Upper Canada
and their grievance over the loss of pre-Confed-
eration economic vitality.? While Atlantic Can-
ada has always enjoyed strong trade and cultur-
al ties with the northeastern United States, the
Atlantica story trivializes the region’s economic
history. It neglects the influence of Great Britain
in the 19th century and fails to consider Atlan-
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tic Canada’s trade ties within the British empire.
Most importantly, this argument vastly under-
estimates the durability of the east-west ties re-
sulting from 140 years of Canadian confedera-
tion (57 years in Newfoundland’s case).

Moreover, this superficial version of the re-
gion’s history masks the fact that the main thrust
of the Atlantica concept is not to restore tradi-
tional trade links between Atlantic Canada and
northern New England, but to try to exploit an
entirely new pattern of global trade.

As will be discussed in section 3 of the paper,
the primary focus of Atlantica is not to strength-
en Atlantic Canadian-New England trade, but
for this cross-border region to position itself as
a conduit for Asian goods destined for the U.S.
mid-west.

The Atlantica project also represents a high-
ly ideological view of the region’s future. Cape
Breton academic Garry Leech points out that
Atlantica’s chosen theme of “business without
borders” has a double meaning: business unim-
peded by the international border, but also freed
from the boundaries of environmental regula-
tion, minimum wage legislation, social program
spending, public ownership and unionization.*
As will be discussed in section 5, AIMS identi-
fies such protections as “policy distress” factors
thwarting the region’s development.

Within Canada, the Atlantica process is be-
ing driven by the right-wing think tank aA1ms,

large corporations organised through the Atlan-
tic Chamber of Commerce and the Nova Sco-
tia provincial government. At the federal level,
support is coming from the Privy Council Of-
fice, the Prime Ministers’ Office and the feder-
al government’s internal think-tank, the Policy
Research Institute.

On the U.S. side of the border, the concept
has attracted little attention outside the cor-
porate community. But Atlantica fits comfort-
ably within the philosophy of the Security and
Prosperity Partnership, which is championed
by the Bush administration and United States
Trade Representative. Consequently, Atlantica
should be understood as part of a broader drive
towards fuller economic integration and politi-
cal assimilation within the continent.

Key elements of the Atlantica proposal are,
it will be argued, highly implausible — more
rooted in myth than reality. Other parts, while
feasible, could only be achieved at great cost to
the region’s natural environment and to the well-
being of the majority of the region’s citizens on
both sides of the border. Without a frank and
open public debate, the Atlantica scheme could
do serious harm. As a policy concept, therefore,
it must be understood and contested — which
is the purpose of this paper.

ATLANTICA MYTHS AND REALITY
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2 The border still matters

Atlantica’s proponents aim to convince Atlantic
Canadians that the road to economic salvation
lies in becoming a route for Asian goods destined
for the American heartland, and increasing un-
processed resource exports, particularly energy,
to the U.S. The credibility of this scheme hinges
on the assumption that the eastern portion of
the Canada-U.S. border will become virtually
friction-free. This ignores mounting evidence
to the contrary.

Due to structural economic reasons and
heightened national security concerns, the U.S.
border, rather than being erased, is likely to
present even more of an obstacle to Canada-
U.S. trade flows in the coming years. The inter-
national border still matters a great deal more
than Atlantica’s backers acknowledge.

Despite the 1989 Canada-U.S. Free Trade
Agreement (FTA) and the 1994 North Ameri-
can Free Trade Agreement (NAFTA), Atlantic
Canadian exports — including softwood lum-
ber, livestock and potatoes — still face regular
disruptions entering the U.S. For example:

+ While Atlantic Canadian exports of
softwood lumber have been largely

exempted from U.S. countervailing

duty actions and the subsequent export
restraint agreement (the 2006 Softwood
Lumber Agreement), they were subject to
punitive U.S. anti-dumping duties during
this long-running dispute.

In May 2003, after a case of bovine
spongiform encephalopathy (BSE), more
commonly known as mad cow disease,
was confirmed in a cow in northern
Alberta, the sale of Canadian beef in the
U.S., including from Atlantic Canada,

was banned.’ Following the ban, Atlantic
Canadian beef exports to the U.S. dropped
to virtually zero and have been slow to
recover.

In October 2000, the U.S. closed the
border to PEI potatoes after the discovery
of potato wart fungus in a PEI potato field.
In 2002, a second occurrence of potato
wart fungus again led to restrictions on
PEI potato exports. Earlier, in 1991, the
discovery of a quarantinable virus, PVYN,
resulted in a U.S. ban on potato exports

ATLANTICA MYTHS AND REALITY
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that devastated the Atlantic Canadian
industry.

Such incidents, which have been very costly
to specific industries and to the Canadian public
purse, underline the still-present, and arguably
unavoidable, risks in trading across the Cana-
da-U.S border.

There is little reason to expect periodic border
disruptions to ease and they could well worsen.
The U.S. is running a record trade deficit which
most experts view as unsustainable. Figures from
the first ten months of 2006 show that the trade
deficit is running at over 6 percent of U.S. GbP
and on pace to set a fifth consecutive annual
record.® As a result, over the coming years there
will certainly be strong political and economic
pressures to reduce this deficit through some
combination of a falling U.S. dollar, protection-
ist measures or economic slowdown.

Moreover, the political response to height-
ened U.S. national security concerns has already
resulted in new initiatives that threaten to im-
pede trade and make cross-border movement of
goods and people more costly. In 2006 alone the
Bush administration has:

« pressed ahead with a plan to require
passports or equivalent secure documents
for Canadians and Americans entering the
United States from Canada;

« without consultation, stepped up
“bioterrorism-related” inspections of
Canadian fruit and vegetable imports and
imposed new user fees on shippers to pay
for these inspections,” and

« announced costly plans to build 1,800
high-tech surveillance towers to track
all movement across the Mexican and
Canadian borders.

Similar initiatives, including new security
bills dealing with ports and transportation, are
underway. The leadership of the new Democrat-
ic-controlled Congress has pledged, as one of its
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top legislative priorities, to require the scanning
of 100% of U.S-bound containers from foreign
ports.® For the foreseeable future, as the former
U.S. ambassador to Canada Paul Cellucci fa-
mously remarked, “security trumps trade.”

In the vital area of manufacturing, Atlantic
Canada has seen the fewest benefits of all Cana-
dian regions from North American trade integra-
tion. Statistics Canada estimates that increased
trade integration with the U.S. accounted for
only tiny gains in the real wages of Atlantic Ca-
nadian manufacturing workers (averaging .03%
annually) and growth in manufacturing output
(averaging .15% annually) over the 12-year period
(1988-1999) after the FTA. Productivity gains as-
sociated with trade integration were also small
(0.2% annually) over the same period.°

These meagre results suggest that trade inte-
gration in the post-FTA period has not boosted
indigenous Atlantic Canadian manufacturing
capacity. In light of this experience, why would
deeper integration be expected to yield better
results? Instead, there remains a strong need for
alternative policy approaches. Given the pressures
resulting from record U.S. trade deficits and na-
tional security preoccupations, the development
of high-quality, value-added manufacturing jobs
through exports to the U.S. will be an even more
difficult challenge in the years ahead.

Finally, the trade ties of Atlantic Canada, es-
pecially the three Maritime provinces, with the
rest of Canada are far more durable and impor-
tant than portrayed by Atlantica proponents.
The Atlantic Provinces Chamber of Commerce,
for example, is astonishingly disparaging about
trade with the rest of Canada, stating that:

In 1867, Confederation’s new policies and
international tariffs in Canada routed,
then natural, North-South trading links in
Atlantica towards an East-West corridor,
shifting power to central Canada. For the
next 100 years Atlantic Canadian’s (sic)

struggled to feed a smaller central Canadian



market while virtually cut off from a much
larger and more immediate Northeastern
US marketplace. Today, business and
government leaders in Atlantica have
recognized this travesty and have begun a
dialogue to re-establish the Atlantica trade

corridor to its once vibrant state.*°

One can only presume from this piqued tone
that Canadian markets rank rather low in the
chamber’s priorities.

Of course, trade ties with the rest of Cana-
da are very important to the Atlantic Canadian
economy and vice versa. In fact, when adjusted
for distance and the size of economies,” even
after the Canada-U.S. FTA and NAFTA, Atlan-
tic Canadian provinces still trade far more with
other Canadian provinces than with U.S. states.>
A 1999 study observed that: “Interprovincial
trade linkages remain twelve times stronger than
those between Canada and the United States.”
The authors concluded that: “the post-FTA Ca-
nadian economy retains a strong national struc-
ture, with inter-provincial trade linkages more

than an order of magnitude tighter than those
between provinces and states.”*?

Internal trade is also far less vulnerable to the
periodic disruptions that characterize Canada-
U.S. trade relations. In all of the trade disputes
discussed above (beef, lumber, and potatoes),
trade of these products within Canadian mar-
kets remained largely open.* It is therefore sur-
prising that Atlantic Canadian business lobby-
ists seem prepared to disparage the importance
of east-west economic linkages and to discount
the benefits of political, cultural and historical
ties between Atlantic Canadians and the rest
of the country in order to promote their Atlan-
tica strategy.

In short, a sober assessment of current trends
in Canada-U.S. trade relations does not support
staking the economic future of Atlantic Canada
on the seamless border presumed by the Atlan-
tica scheme. Nor, it will be argued, does it war-
rant sacrificing distinctive Canadian social and
economic policy approaches on the altar of fuller
economic integration.

ATLANTICA MYTHS AND REALITY
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3 A conduit for Asian goods to the U.S.

The focal point of the Atlantica plan is the idea
that Halifax should become the maritime gateway
for a high-volume highway transporting Asian
products to the American mid-west. Indeed, Brian
Lee Crowley devoted almost his entire speech at
the 2006 “Atlantica: Business Without Borders”
conference to this single theme.

The primary purpose of the envisaged Atlan-
tica transportation corridor is not to strengthen
trade between Atlantic Canada and northern New
England, or even to move the region’s own prod-
ucts to other markets. In a remarkable statement
for a self-professed region-builder, Crowley dis-
misses trade between states and provinces within
the region as “hardly worth mentioning.”s

Driving this point home, he stresses that the
proposed Atlantica corridor would be unlike other
Canada-U.S. trade corridors “which exist prima-
rily to exchange goods and services produced in
our two countries.”*® By contrast, the Atlantica
plan is to take advantage of global trade trends
by re-positioning the region as a conduit for
goods produced elsewhere (Asia) for consump-
tion elsewhere (the U.S. “heartland”).

Crowley remarks that “within the global
network, you must either be a destination in

your own right (like Chicago, London, Hong
Kong, or Tokyo) or you must be on the route to
a destination.””From this vantage point, Atlantic
Canada, and its next-door American neighbors,
are clearly not destinations in their own right.
The rationale supporting the Atlantica trans-
portation corridor is as follows: Global contain-
er traffic has been growing rapidly and as goods
manufactured in China and South Asia continue
to inundate North American markets, projected
cargo volumes are expected to strain the capac-
ity of west coast ports. With the advent of “post
Panamax” container ships that are too large to
pass through the Panama canal, Halifax is well-
positioned as the closest North American port of
call for ships from Asia via the Suez Canal route.
Furthermore, Halifax is one of a select group of
deep-water ports on the eastern seaboard capa-
ble of accommodating such huge vessels.
Attracting enough of these leviathans — a
single vessel can carry 10,000 containers (TEUs™)
or more — offers the opportunity, in Crowley’s
own words, to “increase traffic flows to levels
far in excess of what our own local population

and economic activity could justify (emphasis
added).”*

ATLANTICA MYTHS AND REALITY
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The direct economic benefits of this scheme
would be limited to those industries handling
the containers, mainly concentrated in the port
of Halifax. The transportation sector, especially
trucking, would certainly gain. Weekly earnings
in the trucking sector are slightly above average.>
Long hours and difficult working conditions for
truckers, however, have already led to shortages
of truck drivers. Crowley’s proposed solution to
this shortage, which would be exacerbated by the
Atlantica strategy, is to recruit Mexican guest
workers to drive trucks in the region.

It is also worth considering that the average
productivity of the transportation and ware-
housing sector is significantly lower (23% lower
in terms of real GDP/hour) than average produc-
tivity for Atlantic Canada.?® In other words, the
Atlantica scheme is targeting growth in a sector
that has relatively low productivity.

Productivity of the Atlantic Canadian econ-
omy is already low when compared to the rest
of Canada and other industrialized countries.
Focusing a regional development strategy on
a low-productivity sector such as transporta-
tion and warehousing could, even if successful,
further stunt regional productivity growth and
undermine the long-term prosperity of the At-
lantic provinces.>*

Proponents hope that the increased traffic
would drive down unit transportation costs, mak-
ing it cheaper to move the region’s own products
along the busy corridor. They also mention the
back-haul opportunities for this region’s exporters
on the containers’ return trips to Asia, although
the huge discrepancy in trade volumes and bal-
ances with Asia ensures that most containers
would make the return trip empty.

Finally, Crowley promotes the prospects for
other cities in the Maritimes to benefit through
“inland ports,” terminals where containers are
unloaded, repacked and routed to final destina-
tions. But again, given U.S. security concerns,
U.S.-bound containers would, in all likelihood,
have to be pre-cleared by U.S. customs and bor-
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der security officials stationed in Halifax and re-
main sealed until they reached the United States.
Consequently, Canadian inland terminals would
be bypassed by the Asian-U.S. traffic that is the
primary focus of the corridor.

While the economic benefits would be modest
and concentrated in Halifax, a deliberate effort
to boost traffic flows to levels “out of all propor-
tion to local needs” would have many undesira-
ble impacts on environmental sustainability and
the quality of life of the region’s residents. Ten
thousand containers stacked end-to-end would
stretch for 60 kilometres. As Crowley boasts.
“just to show you how large the post-Panamax
ships are, if you were to unload the entire cargo
of one of the behemoths at a single port and put
half the containers on trains, you'd still need a
line of tractor trailers 20 miles [32 km] long to
haul the rest.”>s An influx of such vessels would
certainly create serious traffic, environmental
and planning issues in the Halifax-Dartmouth
region.

If, as planned, the bulk of this massive ex-
pansion in container traffic is shipped onwards
by truck, there would be significant negative
impacts on the environment, highway mainte-
nance and traffic safety all along the proposed
route. Crowley insists, for example, that a viable
Atlantica transportation corridor would require
weakening Canadian and U.S. regulations on
vehicle weights and dimensions to permit the
operation of “truck trains.” “Truck trains” are
longer-combination vehicles with more than one
trailer per tractor. These super-sized combina-
tions, such as “turnpike doubles” or “triples” can
be up to 125 feet (38 metres) long, including the
tractor.?® A typical truck train is 27 times heavier
than a large sports utility vehicle.””

In the United States, federal law restricts the
length of tractor-semi-trailer combinations to
the tractor plus one 53-foot (16 metres) trailer
or two 28-foot (8.5 metres) trailers and the total
weight (including cargo) to 80,000 (36,287 kg)
pounds.*® Currently, certain Canadian provinces
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allow significantly larger vehicles up to 38 metres
(125 feet) long on the roads, carrying loads up to
62,500 kg (137,500 Ibs.) However, most trucks on
Canadian highways are much smaller than this
limit, with the bulk of the market served by trac-
tors with a 16-metre (53-foot) trailer.>®

There is already direct pressure on U.S. state
governments to relax trucking regulations along
the proposed corridor, providing a practical ex-
ample of how the Atlantica concept meshes with
a deregulation agenda. The Atlantica proposal
would also certainly result in more and con-
siderably larger trucks on Atlantic Canadian

Boeing 737-700

highways. New Brunswick has already begun a
one-year pilot project permitting truck trains
to operate on the highway between Saint John
and Moncton.3°

Increasing truck traffic and the weight of
trucks results in significantly more wear and tear
on highways and bridges and higher maintenance
costs.? Allowing truck trains would require ad-
ditional highway spending and upkeep for wider
lanes, sturdier bridges, larger shoulders and new
access ramps and roads. Furthermore, while the
largest trucks are more fuel efficient on a tons-
per-kilometre basis, the increase in truck traffic

ATLANTICA MYTHS AND REALITY
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on the region’s roads would result in significantly
higher, overall greenhouse emissions.>

Another overriding concern is the safety of
motorists who share the roads with long-haul
truckers. Large trucks have higher fatal crash
rates than passenger vehicles and most fatalities
in truck-car collisions are suffered by occupants
of the smaller vehicle.? Encouraging higher lev-
els of truck traffic would increase injuries and
fatalities on the region’s roads. It also raises con-
cerns about the compatibility of the Atlantica
transportation strategy with the desire to attract
more tourists to the region.

In essence, many of the overall impacts of the
proposed Atlantica transportation corridor would
be undesirable. But there are also good reasons
to be skeptical about the feasibility of this strat-
egy, even on its own terms. For example,

» Congested west coast ports, which are
much closer to Asia than Halifax, are
already adapting to meet growing Asian
traffic. Container ports in California,
Washington state, and British Columbia
are expanding their capacity and
improving the efficiency of existing

operations.3

-

Plans are already underway to expand the
Panama Canal to accommodate newer,
larger vessels. This expansion, which is
scheduled to be completed by 2015, will
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mean that Halifax’s temporary tenure as
the closest eastern seaboard port for “post-
Panamax” ships will disappear within a
decade.

*

There could be a reversal in the industry
trend to container mega-ships,* which
would strand costly local investments in
the infrastructure required to handle the
largest post-Panamax ships and related
security technologies.

-

Finally, while volume at the Halifax

port will likely continue to grow, buyers
and shippers will still seek, whenever
feasible, to avoid the additional cost and
uncertainty associated with crossing the
Canada-U.S. border by landing most goods
destined for U.S. markets in U.S. ports.

For all these reasons, U.S. harbours are like-
ly to remain the primary ports of entry for the
majority of U.S-bound containers from Asia.
This conclusion is reinforced by the experience
of Canada’s west coast ports. Despite over a
decade of promotion of Vancouver as a Pacific
Gateway for all of North America, Transport
Canada officials were “were surprised to discov-
er that currently only 7 per cent of the contain-
ers coming into Vancouver are going into the
United States.”?® The vast majority of contain-
ers landed in Vancouver are headed for Central
and eastern Canada.



4 The Atlantica Energy Corridor

Atlantic Canadian energy exports to the U.S.
have grown rapidly over the last decade as off-
shore fields have come on-stream. A major thrust
of the Atlantica project is the intensification of
Atlantic Canada’s emerging role as an energy
supplier to northeastern U.S. markets.
Atlantica’s energy corridor policy is based on
exporting oil and gas from the Atlantic offshore
as quickly as possible on terms that favour the
industry and leaving decisions about exports to
deregulated markets. These actions would be
taken without regard to the region’s future en-
ergy security or the advantages of using clean-
er-burning natural gas as a stepping stone to a
more renewable energy future. Both these short-
comings should be of serious concern to Atlan-
tic Canadians, as they will be the ones bearing
the brunt of the social, environmental and eco-
nomic costs while sharing little of the rewards.

4.1 Accelerated exports

Energy exports, primarily from offshore oil and
gas, are the fastest-growing component of the
Atlantic provinces’ trade with the U.S. and the
major contributor to the region’s trade surplus-

es with the U.S. (see table 1). In just over a dec-
ade, between 1995 and 2005, energy exports in-
creased from approximately $1.7 billion to $9.4
billion, jumping from 24% to 54% of the Atlantic
region’s total exports to the U.S.

Offshore energy resources represent a very
significant, once-only, economic development
opportunity for the region, and for Nova Scotia
and Newfoundland and Labrador in particular.
There is growing public awareness that these re-
sources are finite and that without good public
policy guiding their development, the opportu-
nities they represent for the citizens of Atlantic
Canada could be squandered.

In the case of Newfoundland and Labrador
petroleum, Memorial University economist Wade
Locke has estimated that annual production will
peak in 2009 at 250 million barrels. Production
from three established offshore fields will decline
steadily afterwards. The development of a fourth
offshore field, the Hebron project, with estimated
reserves of 581 million barrels, would result in a
spike back over 100 million barrels annually after
2015. Unless new reserves are discovered, pro-
duction will dip below 50 million barrels around
2020 and diminish thereafter.’”
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TABLE 1 Atlantic Provinces’ Exports to United States ($ millions)

1995
Atlantic Provinces Energy Industry Exports to US 1,655
Atlantic Provinces Total Exports to US 6,878
Energy Exports as % of Total Exports to US 24%

SOURCES Statistics Canada, Strategis.gc.ca, Industry Canada
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In a highly publicized dispute, the Newfound-
land and Labrador government is attempting to
negotiate better terms on future offshore oil de-
velopments, beginning with the Hebron project.
One of the partners in the Hebron consortium,
Exxon-Mobil, which last year reported income
of $Us36 billion, the highest profit ever by a U.S.
company,* has taken an especially tough line
against the government. Currently, negotiations
have broken down and the Hebron development
has been held up.

The crux of the debate is over whether the citi-
zens of Newfoundland and Labrador are getting
their fair share of benefits from the exploitation
of offshore oil resources. Governments’ share of
net cash flow over the life of the three existing
offshore fields has been estimated at an average
of 53% of revenues (21% of which goes to federal
coffers and 32% to the province).?® By contrast,
Norway — considered one of the world’s most
successful petroleum-producing states — cap-
tures close to 85% of the revenues generated by
its oil and gas sector.*° The Scandinavian coun-
try accomplishes this through a combination of
corporate taxes, a carbon tax, a direct ownership
stake in oil and gas developments, and dividends
from state-owned oil companies.*

The Norwegian government justifies its high
taxation and direct government involvement in
the energy sector by pointing to the “extraor-
dinary returns associated with the production

” o«

of the resources,” “common ownership of the
resources” and “that the oil companies are al-

lowed to exploit a valuable, limited resource.”*
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1997 1999 2001 2003 2005

2,282 2,451 5,992 7,582 9,353
8,309 10,627 14,905 15,696 17,267

27% 23% 40% 48% 54%

All of these grounds apply with equal force to
the Atlantic offshore. The Newfoundland and
Labrador government, with strong public back-
ing, is attempting to negotiate terms on future
projects that move the province the direction of
Norway’s example.*

These negotiations to achieve a fairer share
of revenue for the province are centred around
four main goals: 1) a more progressive fiscal re-
gime that gives the province a larger share of
revenues, especially when petroleum prices are
high; 2) a more responsive licensing and tenure
policy, including “fallow-field” legislation which
would set time-limits for companies to reach
agreement on new projects or give up their ten-
ure; 3) a government equity stake in future de-
velopments; and 4) encouraging more local ben-
efits through the development of the provincial
value-added service and supply sector.**

The province’s efforts to strike a better bar-
gain have been undercut by the federal govern-
ment, which shares jurisdiction over offshore oil
resources. The Harper government has refused
to support the province’s push for higher royal-
ties from the oil companies. To date, the Harper
government has also rejected the province’s ap-
peals for “fallow-field” legislation. Instead, the
Prime Minister has informed Premier Danny
Williams that “Federal intervention in this type
of commercial arrangement would be inconsist-
ent with the market principles the Government
of Canada is promoting.”*

Similarly, the energy policy embraced by At-
lantica proponents within the region also stresses



“market principles” and is unabashedly pro-in-
dustry. A1Ms has strongly criticised the Williams
government. Writing in the National Post, AIMs
analyst Peter Fenwick argued that the govern-
ment’s attempt to get a better deal threatens all
future energy development in the province. Fen-
wick asserts that “until the regulations become
fair and predictable, Newfoundland’s offshore
is likely to stay undeveloped.”*®

This view ignores the fact that Norway has
successfully provided a stable investment cli-
mate while ensuring its citizens a high share of
revenues from the exploitation of the country’s
non-renewable resources. The Norwegian tax
regime is designed to be neutral, so that if a de-
velopment is profitable before tax is levied it will
still be profitable after taxes are applied. As one
analyst notes: “Norway’s allocation of only 10%
of revenues to private firms has not deterred for-
eign oil companies, including Shell, BP, Exxon,
Petro-Canada and Talisman, from operating prof-
itably in partnership with state-owned firms.”*
Moreover, most petroleum-producing countries
around the world, with the notable exception of
Canada, have moved to increase their share of
oil and gas revenues in recent years.**

While a stable and predictable investment
climate is certainly desirable for the oil and gas
industry, the energy policy regime should also en-
sure a fair return for the province and Canadian
citizens as well as returns for the oil companies.
The Newfoundland and Labrador government’s
efforts to move in Norway’s direction, clearly at
odds with the energy policy framework driving
Atlantica, should be commended.

4.2 Reliance on

deregulated energy markets

The situation with Nova Scotia’s offshore gas also
graphically illustrates the Atlantica scheme for
the region’s energy future. This resource is be-
ing exported rapidly with little regard either to
Atlantic Canada’s future energy security needs

or to the potential environmental benefits from
using greater quantities of natural gas locally
as a transitional fuel to a safe, renewable en-
ergy future.

Currently, the Maritimes & Northeast Pipe-
line (M&NP) transports natural gas from the Sa-
ble reserves off the coast of Nova Scotia to the
northeastern United States. Constructed in 1999,
the 1,000 km pipeline has a capacity of 600 mil-
lion cubic feet of natural gas per day. The Deep
Panuke project, with estimated reserves of 1 tril-
lion cubic feet of natural gas, is the next planned
development on the Nova Scotia offshore.

Several small lateral pipelines provide natu-
ral gas to local markets in Nova Scotia and New
Brunswick. Many parts of the Maritimes, how-
ever, still have no access to natural gas. There are
no laterals to northern New Brunswick, most of
Cape Breton or Prince Edward Island. Nor has
there been any initiative to connect existing
pipelines to the east-west gas network that now
ends at Quebec City.*

Even in areas serviced by laterals from the
existing pipeline, some industrial consumers
have complained of difficulty in acquiring gas
in desired quantities.* The bulk of the Scotian
shelf natural gas is exported directly to the Bos-
ton-New England market, bypassing most Ca-
nadian consumers.

In 2002, the government of New Brunswick
made an application before the National Energy
Board (NEB) to attempt to redress this situation.
The legislation governing the NEB still requires
that “the Board may not approve the export of
natural gas from Canada unless it is satisfied that
the quantity of gas to be exported is surplus to
reasonably foreseeable Canadian needs.”s*

Since 1987, however, the Board’s practice has
been to authorize natural gas exports through
short-term orders, circumventing the legisla-
tive requirement to consider Canadian needs.
Approximately 75% of annual Canadian gas ex-
ports are authorized under short-term orders.*
As the New Brunswick government pointed
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out, “with respect to Scotian offshore gas, only
one export license has been issued represent-
ing roughly 10% of the gas being exported from
these Canadian reserves.” s

New Brunswick tried unsuccessfully to con-
vince the NEB to establish a set of rules that
would apply when the board considers applica-
tions for short-term export orders for new sup-
plies of Scotian offshore gas, such as from the
Deep Panuke project. Such rules would have
provided for public notice and comment on gas
export applications, creating a speed bump that
could allow local consumers the opportunity to
acquire gas at market prices prior to export.

A1MS revealed its biases — and the mindset
that underpins Atlantica — by intervening at the
hearing to oppose New Brunswick’s rather mod-
est proposal. In one of a number of public attacks
on New Brunswick’s position, A1Ms asserted
that, “New Brunswick is signalling to potential
investors in the offshore to stay away or they will
become hostage to the whims of politicians try-
ing to curry favour with voters.”s

There would, however, be significant poten-
tial socioeconomic and environmental benefits
if Atlantic Canadians could gain greater access
to a portion of the offshore natural gas supplies
that are currently being exported.

Although the Harper government has backed
away from Canada’s Kyoto Protocol commit-
ments, a majority of Canadians and parliamen-
tarians strongly support determined efforts to
meet Canada’s Kyoto targets to cut greenhouse
gas emissions by 6 per cent (from 1990 levels)
by 2012.

While substituting cleaner-burning natural
gas for oil and coal does not provide a long-term
solution to climate change, it could be an impor-
tant step in meeting short-term Kyoto targets and
in the transition to a post-carbon energy future.
Natural gas is particularly well-suited to com-
bined electricity generation and industrial use.ss
Currently, regional energy utilities Emera and
New Brunswick Power both burn coal, includ-
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ing coal imported from strife-torn Colombia, to
generate electricity. Similarly, the region’s indus-
trial users, such as the pulp and paper producers
in northern New Brunswick, will need access to
natural gas to substantially reduce greenhouse
gas emissions.*® For the region to export large
quantities of natural gas while burning import-
ed coal and refined petroleum makes little sense
from an environmental perspective.

This over-emphasis on exports is also disqui-
eting in regard to Atlantic Canada’s future en-
ergy security. Larry Hughes from the Dalhousie
University’s Energy Research Group observes
that, “Energy security requires energy sources
that are reliable, uninterrupted, and reasonably
priced.”s” Despite the development of significant
reserves of offshore oil and gas, the region is far
from achieving the energy security goal. Atlan-
tic Canada and Quebec continue to rely on im-
ports to supply approximately 9o per cent of the
petroleum they consume.®

While Atlantica’s plans for an enhanced en-
ergy corridor and accelerated exports clearly
responds to the Bush administration’s preoc-
cupation with increasing U.S. energy supplies,
it disregards concerns about Atlantic Canadian
energy security. Gordon Laxer, an energy ex-
pert from Alberta’s Parkland’s Institute, points
out that in the aftermath of Hurricane Katrina,
Alberta was able to respond to the crisis by in-
creasing its energy exports to the U.S. But if a
hurricane were to strike the Atlantic Canadian
coast, disrupting oil terminals and offshore fields,
Western Canada could not help. The east-west
pipeline infrastructure does not exist. Nor could
the region’s own reserves, even if unaffected by
such a natural disaster, be effectively mobilized.
Again, the regional distribution infrastructure
is simply not in place.

Finally, as Laxer and many others argue,
NAFTA’s energy provisions threaten Canadi-
an energy security. NAFTA’s “proportionality
clause” stipulates that, in the event of a crisis,
Canada can only restrict exports if it contin-



ues to supply the U.S. with the same proportion
of total exports as prevailed over the previous
three years.® Canada currently exports 63% of
its natural gas to U.S. markets and, in the case of
Atlantic Canada, gas exports are approximately
75% and rising.®°

Proven reserves of natural gas are smaller
than many Canadians imagine and could begin
to run out far sooner than they realise.® While
the development of the Deep Panuke Field may
offset this trend, offshore production of Scotian
natural gas peaked in 2001 and has declined
markedly since then.®* Especially when viewed
within the framework of NAFTA’s energy rules,
there is a strong argument for using caution when
considering accelerated gas exports.

Atlantica is simply a catch-phrase for lock-
ing in unsustainable energy policies that will

bring limited benefits to the broader communi-
ty. A1Ms and other Atlantica backers, including
the Harper government, stress that energy ex-
ports should be unregulated with decisions left
to “free market” forces. This rigid philosophy,
however, ignores important factors including
public ownership of these resources, the signifi-
cant public subsidies and incentives available to
develop them, and their importance — both eco-
nomically and environmentally — to the future
of this region and the country. Pressing public
interest considerations, especially future energy
security and environmental impacts, demand
greater prominence than the narrow Atlantica
focus permits.
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5 A low-wage, low-standards future?

Few would argue against the potential benefits
of improving trade ties between Atlantic Canada
and New England or smoothing the mechanics of
crossing the border. Atlantica proponents, how-
ever, weigh down these straightforward interests
with unrealistic expectations, faulty analysis
and heavy ideological baggage. As a result, they
present not only an implausible, but also a highly
undesirable, vision of the region’s future.

The A1ms-Atlantica agenda is clearly a low-
wage, low-standards strategy. On its “Atlantica
story” web site, A1Ms asserts that “Much of the
region’s economic distress, on both sides of the
border, is also caused by poor quality public pol-
icy. In other words, at least part of the region’s
decline is self-induced, not just by a failure to act
coherently as a region, but also through a failure
to modernize laws, policies and practices.”®

According to A1MSs, these poor-quality pub-
lic policies include:

+ “Minimum wage legislation (a measure of
labour market flexibility)”

+ “Union density (a measure of labour
market flexibility)”

+ “Government employment as a percentage
of total state/provincial employment (a
measure of public sector efficiency)”

+ “Size of government relative to the
economy (a measure of the burden
the public sector places on the private
economy)”

AIMS presents these factors as evidence of
policy backwardness and economic distress.
This thinly-disguised attack on working people,
public services, social programs and democratic
decision-making is very revealing about what
underlies the Atlantica agenda.

5.1.1 Minimum wages

State-level minimum wages in the northeastern
U.S. are generally higher than those in other
regions of the United States. Atlantic Canadi-
an minimum wages are roughly comparable to
neighboring U.S. states in dollar terms (see ta-
ble). But in both cases, full-time workers earning
the minimum wage would still find themselves
struggling at or below the poverty level.®* Nev-
ertheless, according to Atlantica proponents,
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TABLE 2 Minimum Wage
Atlantic Provinces, Maine, New Hampshire and Vermont

Newfoundland

Nova Scotia

Prince Edward Island

New Brunswick

Maine

New Hampshire

Vermont

NOTE Min. Wage rates as of Jan. 1, 2007 and US rates converted to $Cdn Dec. 1, 07
SOURCES Human Resources and Social Development Canada, US Department of Labor and Bank of Canada
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minimum wages are too high on both sides of
the border.

Raising the income of society’s poorest work-
ers to more reasonable levels through increased
minimum wages is an ethical imperative, not a
sign of “poor-quality public policy.” Further-
more, there is a large body of research showing
that modest increases in the minimum wage,
such as those being debated in the newly-elect-
ed U.S. Congress, have no significant effect on
employment levels.® Higher minimum wages
also create broader economic benefits by “en-
couraging employers to invest in skills so as to
raise productivity.”®®

The shift to a more productive economy em-
phasizing high-skilled jobs is particularly impor-
tant in Atlantic Canada. Most of the jobs cur-
rently being created in the region are in low-wage
and low-skill sectors, where a disproportionate
number of workers are paid the minimum wage.®”
The minimum wage both protects these workers
and stimulates the economy to move beyond a
reliance on low wages.

5.1.2 Union coverage

Astonishingly, A1Ms characterizes the already
extremely low union coverage of less than 14%
in northern New England as a cause of that re-
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gion’s “economic distress.” Quite simply, accord-
ing to AIMS, unions are bad and increasing the
number of unprotected workers is good. As chart
2 shows, union coverage in Canada, including
the four Atlantic Provinces, is more than double
that in the United States. Atlantica proponents
are clearly intent on driving the entire region’s
union coverage below the already low levels in
the northern New England states. Labour mar-
ket restructuring on this scale implies an all-out
attack on unions throughout the region and on
Canadian unionized workers in particular.

Through solidarity and collective action, un-
ions help improve wages and working conditions
not only for their own members, but throughout
the economy. Unions narrow income differen-
tials and help close the pay gap between women
and men, and between workers from visible mi-
norities and other workers. They help prevent the
region from pursuing a low-wage, low-skill path
of economic development. Expert economic re-
search has shown that high levels of collective
bargaining coverage promote higher skills and
higher productivity, and do not have negative
impacts on economic performance.®®

Unions contribute to the well-being of all
workers through efforts to protect and strengthen
social programs such as unemployment insur-



CHART 2 Union Coverage Atlantic Canada, Maine, New Hampshire, New York, and Vermont (2005)
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ance and medicare. Rather than being a “policy
distress” factor, a high rate of union membership
increases the influence that working people have
in the development of effective and just public
policy, as is the case in many industrialized coun-
tries. Leaving workers unprotected by lowering
the rate of unionization in the region would re-
duce wages, increase inequality and worsen the
quality of life in Atlantic Canada.

5.1.3 Public sector employment

The a1ms’ assertion that public sector employ-
ment levels provide an accurate measure of
“government efficiency” is nonsense. Efficiency
is well-defined and generally understood to be
the amount of effort required to accomplish a
goal.®® In this case, the “amount of effort” could
be represented very broadly by the number of
government employees. The “goal” would be the
goods and services provided by government em-
ployees and the benefits to citizens.

Measuring efficiency in a complex entity
such as government is a challenging exercise,
for which A1mMs’ chosen measure is clearly in-
adequate. For example, a large province with a
small population would naturally require more
public employees to provide the same levels of
service as in a highly populated, smaller juris-
diction. Likewise, a government that provided
higher levels of health and education services
could reasonably be expected to have a larger
public sector.

Regardless of the complexities, any honest
measurement of efficiency would be a ratio be-
tween the amount of effort and the goal. In a
classic case of sleight-of-hand, A1mMs measures
the effort without acknowledging the accom-
plishments. Using a numerator without an ap-
propriate denominator makes the measurement
substantively meaningless. Instead, it simply be-
trays A1mMs’ and Atlantica’s profound anti-gov-
ernment bias.
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5.1.4 Size of government

relative to the economy

A1MSs’ last measure simply assumes, without ar-
gument or explanation, that all government is
deadweight that burdens “the private economy.”
In their view, the larger the size of government
relative to the overall economy, the greater this
burden. Once again, the choice of this “measure”
reveals A1Ms’ and Atlantica’s anti-public sector
bias. It provides no useful information about the
appropriate role of government or its capacity to
improve the lives of its citizens — for example
by providing health, education and other social
services and through environmental and labour
regulation. Furthermore, by aggressively pro-
moting the market at the expense of the public
sphere, A1Ms would deprive citizens of the ability
to promote their interests and shape their com-
munities, provinces and states through demo-
cratic expression and decision-making.

For A1Ms, the opportunity to ruthlessly pro-
mote its “market fundamentalist” ideology is an
important component of the drive to create At-
lantica. Market fundamentalism is the uncon-
ditional belief that unregulated private markets
always benefit society and that the best govern-
ment is the smallest government. From this per-
spective, Atlantica constitutes part of an agen-
da to further restructure the region’s economy,
social programs and regulations along market
fundamentalist lines.
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Ironically, after two decades of hotly-contested
efforts to impose it, market fundamentalism is
finally losing credibility. Even the Organization
of Economic Cooperation and Development has
carried out a major reappraisal of its neo-liberal
1994 Jobs Strategy, which stressed labour market
deregulation, unemployment insurance benefit
cuts, low minimum wages, and “flexible” wages
as the path to job creation.” It now acknowledg-
es that there is “more than one road to Rome.”
According to one reviewer, the June 2006 OECD
Jobs Strategy “admits that minimum wages, un-
ions, and employment protection laws have no
visible impact whatsoever on unemployment.””*
The document also recognizes that social dem-
ocratic countries in Europe have achieved very
high employment rates and low unemployment
rates through a different policy mix, which in-
cludes decent UI benefits, strong unions, and
high levels of investment in training and labour
adjustment policies.” This policy orientation has
produced some of the world’s most productive
economies, highest standards of living and most
equitable societies.”

While accomplishing these goals would be a
challenge, the model of fair wages and benefits
for a highly-trained and productive labour force
provides a far more inspiring and generous vision
of the region’s future than does A1mMs’ “survival
of the fittest” Atlantica scheme.



6 Alternatives to Atlantica

6.1 Atlantica: Myths and reality

Like its namesake — the fabled city of Atlan-
tis — Atlantica’s story is cloaked in mythology.
And, as in many myths, the reality too often
lies hidden beneath colourful prose or flights
of fancy.

Despite the longing of Atlantica’s supporters
to erase it, the Canada-U.S. border is not about
to disappear. Even after the period of restructur-
ing following the Canada-U.S. FTA and NAFTA,
the border’s effect on trade remains significant.
As we have repeatedly seen, the post-9/11 U.S.
preoccupation with national security continues
to heighten the disruptive commercial impacts
of the border.”

Overall, a mix of structural economic pres-
sures, traditional protectionism and legitimate
demands from a broad range of U.S. groups for
fairer trade and less intrusive trade treaties are
likely to make future North American trade
relations more, not less, challenging. Atlantic
Canadians need to be clear-headed and crea-
tive in managing border relations with their
U.S. neighbours, not misled by the false sense
of free-market fundamentalism that pervades
the Atlantica scheme.

Any realistic assessment of future trends
must take into account the structural econom-
ic factors that will sooner or later compel the
U.S. to rebalance its international trade rela-
tions. U.S. national security concerns are likely
to make navigating the border more costly and
these concerns might be used by certain U.S. in-
terests as a pretext for restricting trade. While
the potential trade ties between the two regions
are strong, northern New England and Atlan-
tic Canadian producers are also competitors in
certain sectors and this will result, as it always
has, in ongoing trade frictions.

By contrast, inter-provincial trade networks
are proportionately tighter and considerably less
vulnerable to potential disruption. Exchange rate
movements and solid economic growth are also
making international markets, particularly Eu-
rope, relatively more attractive. Increasing intra-
Canadian trade and diversifying Atlantic Cana-
dian trade to other international markets — goals
which the Atlantica proponents disregard or
openly disparage — will bring long-term ben-
efits to the region.

ATLANTICA MYTHS AND REALITY

31



32

6.2 Alternatives to Atlantica

6.2.1 Transportation alternatives

The shakiest plank in the Atlantica platform is
the notion that the region is poised to become
a conduit for sea-borne Asian goods bound for
markets in the American mid-west. In reality, the
tale of Halifax emerging as Asia’s gateway to the
U.S. mid-west does not stand up to scrutiny.

West coast ports are already increasing their
capacity and there are plans underway to ex-
pand the Panama Canal to accommodate larger
ships. Combined with the extra costs and risks in
crossing the international border, this suggests
Halifax will probably capture no more than a
small fraction of U.S.-bound cargo from Asia.
For a variety of reasons, U.S. ports are likely to
remain the entry point for the vast majority of
U.S-bound products from Asia.

Even if it could be attained, the dubious goal
of boosting traffic along the corridor “out of all
proportion to local population and needs” would
bring few economic benefits to the rest of the
region, especially Newfoundland and Labrador.
The negative environmental impacts associated
with huge increases in truck traffic would be
another story — these problems would have a
far-greater reach.

A recent analysis indicates that “Nova Sco-
tia’s transportation system, with its heavy reli-
ance on roads both for passengers and freight, is
not sustainable — and its problems are growing.”
The comprehensive report shows that “between
1990 and 2002, truck freight traffic increased by
66 per cent and greenhouse gas emissions from
heavy-duty diesel trucks increased by 54 per cent.”
Indeed, of the twenty key indicators of sustaina-
ble transportation tracked by the study, thirteen
were deteriorating. These included transporta-
tion expenditures, truck freight reliance, and
energy efficiency, all of which would drastically
worsen if the Atlantica transportation corridor
with its super-sized ships and truck trains ever
came to pass.”
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It is reasonable to believe that, within a dec-
ade or two, drastic action to curb global warm-
ing will be taken that would devastate the large
investments being proposed for the road trans-
portation corridor. The Atlantica conduit could
end up being a white elephant.”

Nevertheless, the port of Halifax does have
a bright future if appropriately managed. There
is merit in proposals to increase container traf-
fic through Halifax (and possibly other under-
utilized deep-water ports in the region such as
Canso). This growth is already occurring, with
Halifax container traffic poised to increase from
the current level of approximately half a million
containers per year. But the principal emphasis
of an expanded Halifax port should be handling
traffic destined to and from Canadian markets.
Moreover, Halifax’s location makes European,
not Asian, traffic a more reliable mainstay.””

On environmental and sustainability grounds,
the priority must be efficiently moving these
containers onwards, not by road, but through
improved rail infrastructure and short-sea ship-
ping. Linking the region’s ports to a sustain-
able, inter-modal transportation system is both
a significant planning challenge and an exciting
opportunity.”® Successfully meeting this chal-
lenge must actively involve not just the business
community and the transportation sector, but
municipal governments, local residents, envi-
ronmentalists, small businesses, tourist opera-
tors, independent experts, non-governmental
organizations and interested citizens from all
walks of life.

Finally, directing limited public resources
towards the proposed Atlantica corridor would
mean fewer resources for more diversified, pub-
lic infrastructure investments that could spread
benefits throughout the region. The transporta-
tion corridor would impose significant costs on
communities and taxpayers along the proposed
route, while ignoring the needs of communi-
ties in other parts of the region. This misuse
of infrastructure spending must be contrasted



with the potential benefits from improvements
to municipal services, upgrading transporta-
tion networks throughout the region and other
major infrastructure investments with greater,
and more widely dispersed, regional economic
development potential. Is the Atlantica corridor
truly a spending priority for Atlantic Canadians,
or would the region be better served socially, en-
vironmentally and economically with services
such as improved health care, a comprehensive
public transportation system or extended broad-
band internet networks?

6.2.2 Energy alternatives

While key parts of the Atlantica transportation
corridor story are implausible, the proposal for
a parallel energy corridor is firmly grounded
in continental energy realities. The U.S. is the
world’s largest consumer and importer of pe-
troleum and is eagerly looking to Canadian sup-
plies, including Atlantic offshore oil and gas, to
meets its energy security goals.

The questions confronting Atlantic Canadi-
ans are whether accelerating unprocessed energy
exports to meet unquenchable U.S. energy de-
mands is in the region’s long-term interests and,
indeed, whether this model advances Canadian
and American citizens’ shared interest in the
transition to a more sustainable energy future.

The major concerns about this rapid export
growth are: whether the Canadian public is get-
ting a fair share of the revenues from the sale
of these publicly owned natural resources; the
impacts on Atlantic Canada’s future energy se-
curity; and the negative environmental effects,
regionally and globally, of accelerated fossil fuel
exploitation. The Atlantica energy scheme, most
clearly articulated by A1ms, gives short shrift to
all of these concerns. Instead, it strongly pro-
motes an unregulated, export-driven “free-mar-
ket” approach.

Atlantic Canadians would be much better
served if their governments emulated the Nor-
wegian example in achieving higher returns to

the public for the exploitation of these valuable,
publicly-owned natural resources. This would be
a significant move towards a truly sustainable
development policy. The efforts of the govern-
ment of Newfoundland and Labrador to negoti-
ate a fairer share of returns for its citizens from
future offshore petroleum developments should
be strongly supported.

The Atlantica energy corridor is driven by
U.S. energy security concerns, but gives little
thought to Atlantic Canadians’ future energy
needs. Despite being a major exporter, Atlantic
Canada imports 90% of the oil consumed within
the region. In the event of a crisis, such as a hur-
ricane, or of a longer-term shortage, the infra-
structure needed to supply natural gas through-
out the region is not even in place.

Atlantic Canada also needs a long-term en-
ergy policy that conserves non-renewable re-
sources and uses them wisely in a transition to
safe, renewable forms of energy. A major goal of
negotiating fairer terms for access to oil and gas
reserves should be to ensure that energy revenues
are invested with an eye to when these scarce
resources will be gone.

An alternative vision of energy sustainability
will put Atlantic Canada at the forefront of efforts
to reduce carbon and greenhouse gas emissions
in Canada and globally. This plan should set clear
targets and timelines for reducing greenhouse
gas emissions and utilize a greater portion of off-
shore natural gas locally as a transitional fuel to
a renewable energy future.

This vision could also result in more fruitful
cross-border cooperation between citizens and
governments in Atlantic Canada and New Eng-
land. For example, the 2001 climate action accord
adopted by the five Eastern Canadian Premiers
and six New England Governors committed the
Premiers and Governors to cut the carbon pollu-
tion to 1990 levels by 2010 and 10 percent below
that by 2020.7 Concerted action to achieve and
expand upon these goals requires a very differ-
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ent approach to energy sustainability than that
advocated by Atlantica proponents.

6.3 Democracy, citizenship

and participation

The Canada-U.S. border is more than just a com-
mercial gateway, a speed bump, or, periodically,
a barricade affecting commercial relations. For
citizens in both countries, it also helps define
their respective civic communities, citizenship
and democratic rights.® Such participatory rights
are far weaker and more difficult to attain in
cross-border regional initiatives.

The governance model favoured by Atlan-
tica proponents raises fundamental concerns
regarding public participation and democrat-
ic accountability. At the “Reaching Atlantica:
Business Without Borders” conference in June
2006, for example, discussions on the future of
the entire region and all its inhabitants were
dominated by corporate representatives, senior
government bureaucrats and analysts from con-
servative think-tanks.®

This elitist model is inspired by the Secu-
rity and Prosperity Partnership. Canadian and
American government officials are engaged in a
far-reaching “regulatory convergence” exercise
through which bi-national groups of government
officials respond directly to complaints from cor-
porate representatives about regulatory issues.
The deregulatory process is occurring without
public transparency, accountability, due process
or broader democratic participation.5

As the radical demands for deregulation of
trucking, energy and labour standards from At-
lantica supporters illustrate, this approach will
leave citizens in both countries with weaker
regulatory protection. What is needed instead
is a model of regulatory cooperation based on
emulating the highest standards continentally
and globally and supporting the democratic right
of individual jurisdictions to develop “leader-
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ship standards,” that are higher than existing
standards.®

Like the overall Security and Prosperity Part-
nership of which it forms a part, Atlantica has
been deliberately designed to proceed with lit-
tle or no public involvement and oversight. This
exclusion is particularly pronounced for Cana-
dians since Washington’s policy towards Can-
ada is driven by U.S. domestic interests and se-
curity concerns over which Canadians have no
control and little influence. Despite their flaws,
national, provincial, state and local governments
and their respective legal systems do provide
citizens on both sides of the border with par-
ticipatory rights and a democratic voice — basic
rights that would be seriously compromised by
the Atlantica scheme.

6.4 Concluding remarks

Despite its serious faults, the Atlantica agenda
has considerable momentum, especially with the
present federal regime in Ottawa. The Atlantica
orientation signals a major shift in the federal
government’s regional economic development
policy in the Atlantic provinces. The strong em-
phasis on market-driven policies comfortably
meshes with the Harper government’s distaste
for more interventionist regional development
policies.

The concept has been tirelessly promoted
by a1ms Director Brian Lee Crowley, who has
just been appointed a special advisor to the fed-
eral Department of Finance.®* This appointment
provides him with an influential perch within
the federal government from which to push the
Atlantica idea.

There is also sustained pressure from the cor-
porate community, which is considering a second
“Business Without Borders” gathering in Hali-
fax during the summer of 2007. The Nova Sco-
tian government, perhaps sensing the ability to
leverage infrastructure funding for the Halifax
gateway concept, is also a strong proponent. The



Prime Minister’s Office is reportedly pressuring
other provincial governments in the region to
get behind Nova Scotia in embracing Atlantica
as a guiding principle for regional policy. Even
municipal governments have responded to the
hype and passed motions mildly endorsing the
Atlantica idea. Finally, the Atlantica scheme
complements the continentalist agenda being
pushed at the highest levels of the Harper and
Bush administrations through the Security and
Prosperity Partnership.

Clearly, there is a pressing need for broader
public debate and vigorous questioning of At-
lantica’s shaky premises. Such discussion would
expose many gaps in the rationale for Atlantica
and the not-so-hidden, right-wing regulatory
and social policy agenda that underpins it. But
for this to occur, awareness of Atlantica — and
the threats it poses — must spread beyond the
exclusive, elite circles that have deftly managed
the issue to date.

There are far more compelling policy alter-
natives that promise increased cooperation be-
tween Atlantic Canadians and their New England
neighbours, secure employment at decent wages,
an environmentally-sustainable future, and the
further strengthening — not dismantling — of
the social programs and public services that bind
Atlantic Canada and all Canadians.

Like the mythical Atlantis, which according
to legend disappeared into the sea, the deeply
flawed Atlantica proposal should be dispatched
to the depths, taking with it the false promises
of regional prosperity — and the energy insecu-
rity, environmental degradation and democratic
deficit embodied in its extreme economic market
fundamentalism. Only then, can the citizens of
this region get on with the task of building a more
just, prosperous and sustainable future.
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