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Preface

HIS BOOK is the result of an interdisciplinary

colloquium entitled Convergence and Divergence

in North America: Canada and the United States
held on October, 29-30, 2004 at Simon Fraser University,
Harbour Centre Campus in Vancouver. This scholarly
event grew beyond the size of a colloquium to become
a conference. The Centre for Canadian Studies at Simon
Fraser University and the Association for Canadian Stud-
ies in the United States (ACSUS) organized this event
as the “fifth biennial Colloquium in Canada” in part-
nership with the Canadian Studies Center, Henry M.
Jackson School of International Studies, University of
Washington, and the Center for Canadian-American
Studies, Western Washington University.

This book includes Canadian, U.S., and other perspec-
tives on divergence and convergence in North America.
Rather than addressing issues from a single academic
perspective, this conference provided a forum for inter-
disciplinary critical analysis, intellectual re-assessment,
and debate about the emerging perspectives on how
two neighbouring nations can take various paths to im-
prove their societies, hold dissimilar ideas about policy,
and interrelate unilaterally or multilaterally with other
countries. In this volume, Canadianists emphasize that
an innovative examination of North American conver-
gence and divergence needs to advance, for example, a
conceptual complexity beyond comparison of countries,
an assessment of free trade relations, an examination
of cross-border asymmetries, a review of cross-border
(in)securities, an understanding of Aboriginal concerns,

an examination of recent societal developments, and a
recognition of Canadian uniqueness.

The program of the conference was conceived and
organized primarily by Karl Froschauer, Nadine Fabbi,
Don Alper, and Alex Netherton. Karl Froschauer and
Susan Pell lightly edited and coordinated the layout of
these proceedings and wrote the introduction. Nadine
Fabbi helped select and coordinate the presentation of
the papers and co-authored the Preface. All contributing
authors are responsible for the content of their papers,
and all had the opportunity to review and revise them.
Some authors made substantial changes, whereas others
made changes only in style. We have decided to incorpor-
ate the keynote addresses thematically.

As Director of the Centre for Canadian Studies, Karl
Froschauer supervised the final stages of the book’s
preparation, including the book design and layout by
Robert MacNevin. In addition to the authors, session
chairs, discussants, editors, and the designer, we would
like to thank the key funding institutions, Simon Fraser
University, and numerous individuals, without the sup-
port of whom neither the conference on Convergence and
Divergence in North America: Canada and the United
States nor the publication of this edited volume would
have been possible.

External funding support by the Social Sciences and
Humanities Research Council of Canada (SHRRC) grant
helped fund the attendance of the core participants,
graduate students, and the publication of proceedings.
We have also received support for the conference from
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PREFACE

the Canadian Embassy in Washington, D.C., the Associa-
tion for Canadian Studies in the United States, and a pub-
lication grant from the Canadian Studies Center, Henry
M. Jackson School of International Studies, University of
Washington. Simon Fraser University financial support
also originated from the Centre for Canadian Studies and
the office of the Vice President, Academic.

In addition, we would like to thank John Pierce,
Dean of Arts and Social Sciences, for his support of the
Canadian Studies Program, Ian Angus, Stephen McBride,
Gary Teeple, Luc Bonenfant, and Katherine McManus,
for their help as steering committee members, Lynda
Erikson, then Chair of the Political Science Department,
for her departmental support, Colette Sauro for her assist-
ance with accounts and correspondence, John Marriott
for his proofreading, and Greg Ehlers, the Simon Fraser
University photographer, for the use of the cover photo.
The welcoming remarks by John Waterhouse, Vice
President Academic, Simon Fraser University, by John
Pierce, Dean of Arts and Social Sciences, Simon Fraser
University, and by George Sulzner, President of the
Association for Canadian Studies in the United States
successfully launched this conference. We are also grate-
ful for the support of the staff of the American Consulate
in Vancouver, the opening address by Paul Cellucci,
then U.S. Ambassador to Canada, the warm welcome
and incantation by Leonard George, former Chief of the
Tsleil-Waututh First Nation, and the address by Andrew
C. Charles, elder of the Musqueam First Nation, in the
Museum of Anthropology.

Karl Froschauer
Director of the Centre for Canadian Studies,
Simon Fraser University

Nadine Fabbi

Associate Director, Canadian Studies Center,
Henry M. Jackson School of International Studies,
University of Washington
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Introduction:
An Interdisciplinary Approach
to Convergence and Divergence

in North America

Karl Froschauer and Susan Pell

I ] eighbouring nations can take different paths
to developing their social well-being, they can
hold different ideas about how to analyze recent

changes in their societies, and, they can view their rela-

tions with other countries as multilateral or unilateral.

However, divergence in these matters can be overstated,

for paths, ideas, and relations that countries pursue can

also converge. Such has been the case in North America.

Simon Langlois (1995) finds in industrial societies a mix-

ture of convergence and divergence in processes and trends,

such as in labour disputes, matrimonial models, self-de-
structive behaviours, military conduct, skill acquisition,
and occupational levels, among others (Langlois 1995). In
determining distinctness in Canada, Chad Gaffield and

Karen Gould claim that “it is necessary to focus on the

future from the perspective of the past and the present”

(Gafhield and Gould 2003:7). For instance, Eduard Grabb

and James Curtis (2005) uncover that through historical

and sociological processes British-derived continental
communalities, such as political principles of liberty, legal
equality, popular sovereignty, and pluralism have also been
marked by continental divergences among the regions of

English Canada, French Canada, the American North,

and the American South. On the other hand, Michael

Adams (2004) demystifies converging social values be-

tween Canada and the U.S. through comparing the results
of survey research in both nations. He finds, for instance,
that young Canadians and young Americans differ greatly
on ideas of patriarchy.

In contrast to these scholars, Canadianists in this
volume probe contemporary continental convergence and
divergence by advancing seven interdisciplinary themes:
(1) a conceptual complexity beyond comparison, (2) an
assessment of free trade relations, (3) an examination of
cross-border asymmetries, (4) a review of cross-border
(in)securities, (5) an understanding for Aboriginal con-
cerns, (6) an examination of societal developments, and
(7) arecognition of Canadian uniqueness. The discussion
that follows introduces these seven themes in turn.

Conceptual Complexity

As mentioned, Curtis and Grabb assume that the shared
British-derived political principles and the regions of Eng-
lish Canada, French Canada, the American North, and
the American South provide for a good analysis of North
America. In this book, however, contributors move beyond
these conventional conceptions and propose that in North
American analysis, political traditions need to be re-con-
ceptualized, that the West and the Arctic North need to
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be emphasized, that multiformity of borderland links be
illustrated, and that trans-governmental networks extend-
ing into Canadian and U.S. institutions be mapped.

In other words, how the two nations pursue conver-
gent or divergent development paths, international rela-
tions, societal ideas, political cultures, and government
policy calls for new analytical complexity. For instance,
Tan Angus argues that “national political traditions allow
for, and depend upon, continuous renovation by re-inter-
pretation and critique” He critiques comparative analyses
of political traditions such as U.S. independence, individ-
ualism, and a-historicism seen as rooted in the U.S. revo-
lutionary break from Britain with traditions of Canadian
communitarianism, diversity, and identity seen as rooted
in Canada’s non-revolutionary break. He argues that such
comparisons of unique political traditions are inadequate
and need to be re-interpreted within a relational context
of both countries’ constitutional acts. Moving also beyond
comparative analysis, Randy William Willis provides a
new complexity in analyzing convergence in areas that
straddle the U.S.-Canada border by focusing on the multi-
formity of links, networks, and relationships that create
hybrid identities in borderlands and the flow of goods,
ideas, and capital that transform landscapes in border-
lands (for instance farmland in the prairies).

The regions not emphasized by Curtis and Grabb are
the West and the Arctic North. It is precisely an analysis
of North America that includes the modern West as a
“unique geopolitical space, which is neither Canadian nor
American, but Western” that Joseph Taylor advocates. In
particular, the way western residents, bureaucrats, environ-
mentalists, and property right advocates relate and argue
about nature is a consequence of their regional history,
which includes ‘rugged individuals, ‘expansionist states,
and ‘transnational corporations’ which have transformed
western North America in novel ways. Ken Coates sees
that beyond national histories, Western Canada’s economy,
political culture, and social attitudes increasingly converge
with that of the western U.S., a phenomenon that could
increase instability in Canadian unity. Moving up the con-
tinent, Lassi Heininen and Heather Nicol suggest that the
Arctic North is critical to Canada’s national and sovereign
territoriality, because it provides both a divergent frontier
with the U.S. and also shows a convergence in approaches,
as in the new ecological, security, and resource utilization
issues that transcend borders. They also point to the need
for a new international relations policy in the circumpolar
North with the European Union and the United States.
Some Canadianists, however, suggest that international
relations should be seen as more complex and involving

more than just relationships at the national level. Nadia
Karina Ponce Morales and John Higginbotham suggest
a mapping at the subnational level of decision makers em-
bedded in transgovernmental networks that address how
issues are resolved through consultation, exchange of in-
formation, informal communication, and mutual trust.

Assessing Free Trade and NAFTA

Despite Canadian efforts to generate multilateral trade,
Canada predominantly trades with the U.S., as seen in
the signing of the North American Free Trade Agreement
(NAFTA), a reality that Mark Kasoff sees as an outcome of
Canada’s inability to extricate itself from its trade depend-
ence on the U.S. and the failure of its option to sell Canad-
ian goods outside North America (particularly in Asia and
Japan). The implementation of NAFTA, however, shows
little convergence on wages, prices, and investment returns
in both countries because, according to Paul Storer and
Steven Globerman, non-tariff trade barriers remained in
place. Similarly assessing the after-free-trade changes in
Canada’s economy and industry, Martin Andresen argues
that this trading block has benefited Canada. Nevertheless,
in both economies Robert Finbow finds, while there may
be pressure to conform to common definitions of inter-
state/provincial trade barriers and subsidies, that U.S.
and Canada are likely to diverge in other areas where the
U.S. maintains its distributive federalism and Canada its
(reduced) redistribution—an outcome, he argues, that is
rooted in the legacy of their respective national policies.
Free trade agreements, however, in their various provi-
sions may allow for the defining of legal subjects, such as
corporate entities other than states, and dispute resolu-
tion that may be inadequate. That is the case in NAFTA,
particularly under chapter 11, as Noemi Gal-Or argues.
Such provisions may well be adopted in the Free Trade
Agreement of the Americas (FTAA). In addition, being so
closely tied economically to the U.S., may well prove to be
costly when Canada seeks more independence, especially
in foreign policy. Given economic integration pressures
from NAFTA and regionalization under neo-liberal influ-
ence, Daniel Cohn argues that market forces will make it
more costly to diverge from both the international policy
and much of the domestic regulatory policy set by the U.S.

Cross-Border Asymmetries
The Canada-U.S. border was a historic determinant that

influenced settlers’ and Aboriginals’ divergent identity for-
mation. In addition, it created real and perceived asym-
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metric outcomes from natural resources development (bi-
national water falls, power plants close to the border) and
from river and air pollution that has resulted in recourse to
law suits or regulation. Furthermore, these divergent out-
comes can be understood when considering the complex-
ities of such specific industries as the forest sector, energy
sector, and fisheries that are best approached through em-
ploying insights from sustainability, cross-cultural values,
and multi-level government analysis.

In the nineteenth century, both the implementation of a
national Canada-U.S. border and the signing of treaties of
the Hudson Bay Company’s Oregon Territory divided First
Nations and left an historical legacy of nation formation
that have cross-border implications in Canada and the U.S.
to this day. An analysis of rhetoric about national identity,
statistism, and sovereignty in historical documents dem-
onstrates that subsequent to drawing the Canada/U.S. bor-
der, Aboriginals on both sides of the border formed mostly
divergent identities, as Lisa Philips Valentine and Allan K.
McDougall claim. In a second article these authors focus
on the various outcomes during settlement where statist
rhetoric of sovereignty won out over corporate rhetoric
through the use of law, trade, and settler community prac-
tices that thereafter determine divergent developments
across the borders. In addition, Daniel Boxberger’s study
shows that the variant wording in trade and subsistence
clauses in the Stevens Treaties regarding the Washington
Territory negotiated from 1854-1856 have impacted on
twenty-first century socio-political concerns, including a
rise in ongoing intra-U.S. litigation. Nevertheless, restric-
tion of Hudson’s Bay Company trade fostered the creation
of the myth of monolithic Indian identity and today raises
questions of national and cultural identities. However, an-
alysis needs to include more than rhetoric; Christopher
Flack argues that the changes in modes of production, in
demography, ideology, and legal trade and subsistence
clauses also influenced divergent identity formation of
Straits Salish people in the San Juan Islands.

To what extent do real or perceived asymmetrical
cross-border benefits in natural resource development
(energy and fisheries) have divergent federal and provin-
cial regulatory implications? Real asymmetrical benefits
from cross-border resource development can lead to sig-
nificant conflict and to a Canadian reaction of engaging
in legal or regulatory action. For instance, inappropriate
results from electricity export that causes industrial stag-
nation, from power plants at the border that can cause
Canadian polluted air-sheds, and from the introduction of
foreign fish species that affect westcoast fish habitat show
that asymmetrical relations may be overcome through

national regulation. Karl Froschauer finds that in1887-
1929 a reversal from privatization to nationalization of
the Canadian Niagara Falls water power rights occurred
because private owners exported the electricity to the U.S.
and failed to supply electricity to small manufacturers in
the southwest of Ontario. As a result, electricity exports
became highly regulated through the establishment of the
National Energy Board. Patrick Buckley and John Belec
analyze the dispute between Abbotsford, British Columbia,
and Sumas, Washington State, over the SE2 power plant
located in Sumas and the potential air-shed issues. Because
all the benefits were assumed to accrue to the U.S. investor
in Sumas and the burden of pollution from the fossil fuel
plant would be disproportionately borne by the people in
Abbotsford, the people affected have appealed repeatedly
to the National Energy Board to regulate the import of
U.S. electricity. Public regulatory policy concerning shared
international resources was also examined by Gabriela
Pechlaner and Murray Rutherford, whose study focused
on the management of escaped farmed Atlantic salmon in
British Columbia and Washington State. Domestic pres-
sure and cross-border learning between the two governing
bodies was instrumental in previous policy convergences;
however, recent emphasis on ‘research and monitoring’
over ‘compliance and enforcement’ has led to divergences
in regulatory response.

How Canadian and American decision-makers have
dealt with air pollution and waste disposal in areas that
straddle the U.S. and Canadian border shows both com-
mon and different national approaches, as can be seen in
several areas of environmental policy. For instance, policy
convergence in automotive air pollution depends on the
jurisdiction and on factors determining environmental
policy. Suna Bayrakal argues that, whereas differences
in jurisdictional approaches and degree of industry in-
volvement in policy formation result in divergence in air
pollution policy, trade agreement provisions (e.g., MMT
gasoline additive), unclear science, and auto technologies
have led to their convergence. Providing another example,
Stephen Rybolt maintains that policy convergence on
marine vessel emission will likely occur because of mutual
concern for air quality and other environmental concerns
and that there would be a benefit from a harmonizing of
regulations in the Georgia Basin and Puget Sound region.

Terry Simmons examines a case whereby Canada ob-
tained the economic benefits from a smelter, whereas in
the U.S. the Columbia River received the pollution. Teck
Cominco Metals Ltds., a Canadian corporation, charged
with polluting the Columbia River, has been held re-
sponsible by the United States Environmental Protection
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Agency (EPA) for its clean up. Simmons argues that the
disagreement comes down to liability and who will have
to pay for the river’s clean up because of the jurisdictional
ambiguities when pollutants in the Columbia flow across
the border. The complexity of cross-border policies can
also be seen in the relationship that stems from the free
trade agreements between Ontario’s importing toxic waste
while exporting its solid waste to Michigan. Micheal Un-
sworth finds that subsequent to NAFTA, “Michigan and
Ontario have adopted laws and rules that have made each
other magnets for different types of waste: Michigan ships
most of its hazardous/toxic waste to Ontario while To-
ronto relies on Michigan landfills for its solid waste”
Furthermore, cross-border trade in forest products
is one of Canada’s major exports and both countries can
gain from its analysis. Both countries’ forest sectors can
learn from a number of ideas: (1) that, according to Brian
Peter, Sen Wang, Brad Stennes, and Bill Wilson, manage-
ment trends towards sustainability could mitigate climate
change and reduce forest fires and insect infestation, (2)
that, as Dorothy Paun indicated, cross-cultural business
value analysis of the forest product industries can bring
new insights, and (3) that, according to Cecilia Lei, em-
ploying a multi-level governance analysis allows us to
understand better the softwood lumber dispute.

Cross-Border (In)Securities

Cross-border security concerns are not new, and several
authors examined such concerns. Two authors raised the
question to what degree Canada’s policy towards Cuba
differed from that of the United States. On the one hand,
Adam J. Green found that newspaper content and edi-
torial cartoons from 1962-1967 reflected that Canada
was becoming more critical of the U.S. Cuba policy; on
the other hand, Kalowatie Deonandan suggests that in
the post-1996 strengthened embargo (U.S. Helms-Bur-
ton Legislation) against Cuba, Canadian and U.S. policies
have converged more than they diverged. For example,
Deonandan writes that Canada supports U.S. hegemony,
shares interests with the U.S. in protecting the global trad-
ing regime, and supports U.S. positions in the Organiza-
tion of American States vis-a-vis Cuba.

Issues of security increased after the events of
September 11, 2001. Some authors investigate whether
post-September 11" cross-border movement was sus-
tained because of shared regional histories and coopera-
tive experiences, whereas another contributor asked what
is the role of local residents in the solving of security
concerns. Victor Konrad and Heather Nicol find that,

in the post-September 11" period, national leaders and
policy makers in both countries, mindful of the constantly
increasing trade and traffic across the border, relied on
the pre-September 11" risk management and heightened
technological survey techniques to serve as a toolbox for
establishing new border management structures. Looking
directly at the borderland between Canada and the United
States at the Point Roberts Peninsula, Washington State,
and Zero Avenue, British Columbia, Rod Fowler’s paper
argues that the predominance of local imagery over pol-
itical and strategic concerns in this frontier zone poses a
challenge to security issues for each nation; he suggests
that to increase security, local residents will need to be in-
cluded in the consideration of this boundary. By examin-
ing cross-border collaboration, Philippe Lagassé suggests
that while post-September 11" concerns that Canada’s
participation in the bi-national Northern Command plan-
ning group would lead to Canadian participation in the
missile defence shield and to a loss of sovereignty were
exaggerated, the group’s plans could have an impact on
Canadian maritime security policy.

Canada-U.S. cross-border insecurities extend to a
number of additional concerns. For instance, Bradly
Condon and Tapen Sinha, identify the issue of whether
money laundering for terrorism could be made easier, not
only by the NAFTA provisions intended for foreign invest-
ment flexibility, but also by each country’s divergent finan-
cial regulations that could ease illicit money flow between
Canada, the U.S., and Mexico. In addition, Greg Anderson
is concerned whether the new post-September 11 secur-
ity institutions hinder North American economic activity
which needs urgent empirical research using standardized
methods in qualifying such effects.

Others have investigated the worries that immigrants
and refugees may pose security problems. For instance,
because the September 11% suicide pilots were foreign
nationals aided by students from Muslim countries, the
U.S. has felt more uncertain about immigrants and has
targeted this group for increased border security. As a
result, Richard Mueller suggests that the divergence in
immigration restrictions could benefit Canada by having
more foreign students, particularly those from Muslim
countries, selecting Canada over the United States as a
location of study, and that they may then remain and
contribute their knowledge to Canada after their studies
end. Another concern since September 11", according to
Michael J. Churgin, is that the Canada-U.S. policy that
refugee status should be claimed in the first country of
arrival has not been harmonized completely and has not
been fully implemented.
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Aboriginal Concerns

Aboriginal matters of interest and importance have in-
cluded self-government, repatriation of artifacts, and
media representation. Considering different pathways to
self-government is important because, if implemented,
each path would structure relationships within Canadian
political communities in different ways. In their review
of models of mini-municipalities, third order of govern-
ment, and nation-to-nation relations, Frances Abele and
Michael J. Prince pay particular attention to the values
and assumptions regarding sovereignty, citizenship, and
Canadian federalism in order to understand the various
positions that have been taken in regards to Aboriginal
self-government. A key example of self-government has
been the transfer of power to the people in Nunavut. In
his keynote address, Donat Savoie, from the Department
of Indian and Northern Affairs, illustrates the “unique and
innovative” transfer of power from the federal government
to the Inuit. The two main driving forces behind Inuit
self-governance arose from the self-administrative form
of self-government the Cree obtained in their struggle
over Québec’s James Bay development and the strength-
ening of the cooperative movement in the North. Jessica
Shadian adds further to the discussion about Aboriginal
self-government by examining the changing conceptions
of Inuit identity construction in light of larger Canadian
and global political processes. She analyzes the change
from colonial relations to those of Inuit sovereignty that
has been manifested currently through ideas of sustain-
able development in the North and the right of the Inuit
to direct this process. Moving from the specific case of
Canada, Erich Steinman argues, however, that the federal
governments of the two countries have received differ-
ential ‘policy feedback’ which has contributed to more
substantive governmental powers for federally-recognized
tribal governments in the United States and to the accept-
ance of Indigenous self-government as more of a feature
of the public discourse; but not of more political power,
for Aboriginal groups overall in Canada.

The difference in the degree of sovereignty Aboriginal
communities attain in either country is also reflected in
the divergent paths that U.S. and Canadian decision mak-
ers take in repatriating human remains and cultural ob-
jects to Aboriginal communities. In his keynote address,
James Nason has identified Canada’s practice as that of
allowing federal and provincial governments more or less
to determine the objects that will be repatriated and when.
That practice diverges from the American government
practice that has created a policy that has made it manda-

tory for museums to provide lists to tribal groups of the
objects that they have in their possession in order that the
Native Americans can, then, tell the government agen-
cies and museums what it is that they want repatriated;
repatriation must occur promptly under penalty of law.
Nason suggests that this difference in approach reflects
differences in sovereign status of Aboriginal communities
in each country.

Matters of great interest are also that national support
for Aboriginal media indicates divergent practices and
that Aboriginally-produced films challenge colonial nar-
ratives. Kristin Dowell compares the strength of Aborig-
inal media presence in the U.S. and Canada. In Canada,
the conditions for the emergence of multigenerational,
diverse, and innovative Aboriginal media differed from
those of the United States. Canadian Aboriginal producers
and activists lobbied successfully for, and participated in,
the formulation of ‘friendly’ cultural policies that allow
for access to funding, resources, and institutional support,
whereas, their American counterparts have not had the
same level of government support and have had to turn
to private organizations for it. According to Kalli Paak-
spuu, Aboriginal-produced films and photographs chal-
lenge colonial narratives. She analyzes the photography
by E.S. Curtis and Harry Pollard and the contemporary
Aboriginal-produced films Atanajuarat and Kainayssini
Imanistaisiwa: The People Go On with reference to Indigen-
ous sovereignty and storytelling through an aesthetic and
historical perspective. These films have challenged col-
onial narratives that imagine Natives as a disappearing
face; instead, she argues, that photography and film are
media sites “where politics around race, class, gender, and
place are contested”

Societal Developments

Societal development refers to major phenomena and as-
pects of both Canadian and U.S. society that affect people
at different stages of their lives. Some important aspects
of these societies are immigrant settlement, social policy,
the health care system, abortion practices, the nature of
child care, youth participation in politics, participation in
unions, and urban re-development policies. For instance,
immigrant settlement can occur in ethnic communities
that straddle the U.S.-Canada border or in ethnic com-
munities that are as distant as California from Québec. The
nature of divergent societal trends is also evident in how
progressive individuals, the welfare state, or the non-profit
sector provide for social services or progressive social de-
velopment. Health care policy, the debate about abortion,
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the nature of child care, and youth participation can also
reveal different directions countries take in developing
their societies. How much a society values workers can be
seen in how countries and their corporate leaders respond
to union participation and union renewal. Also important
to consider are U.S. and Canadian urban development
policies to enhance urban economies or to re-vitalize city
centres.

Susan Hardwick examines immigrant settlement as
it is linked to ethnic networks straddling both sides of
the Canada-U.S. border, whereas Rebecca Mancuso ana-
lyzes the attempted replication of the ethnic community
as it was imagined in the country of origin but embed-
ded in the cultures of Québec and California. Hardwick,
probes how social and religious networks “shape migra-
tion decisions, settlement patterns, and identities of Post-
Soviet Russian and Ukrainian refugees in western British
Columbia, Washington State, and Oregon.” She found
that the majority of immigrants participate in ethnic and
religious networks on both sides of the Canadian-U.S.
border. In studying Danes in North America, Rebecca
Mancuso examines ethnic identity in Danish commun-
ities in Montréal, Québec, and Solvang, California. The
way Danish immigrants have attempted to ‘recreate’ their
Danish identity and their less than optimal choices in pro-
tecting their customs (by integrating in ‘melting pot’ or
‘mosaic’ fashion) has led to an experience of an ‘identity
crisis’ in questioning what is ‘authentically’ Danish in their
divergently embedded immigrant communities.

The nature of divergent societal trends is also evident
in how progressive individuals, welfare states, or the non-
profit sector provide the most suitable social service or
the most progressive social development. In comparing
the ideas of progressive individuals George W. Norris, of
Nebraska, and Tommy Douglas, of Saskatchewan, Frances
Kaye argues that these men were similar in their proposals
to mitigate negative environmental and economic impacts
in the Prairies; however, she claims that in their approaches
both were not radical enough, particularly in not adopting
long-term visions for the uses and limits of the Prairie’s
physical environment. Christian Lammert studied the
reforms of welfare policy in Canada and the U.S. during
the 1990s. Specifically his concern was whether either of
the nations has been able to reduce poverty and make in-
come redistribution more equitable. He finds that, because
Canada has traditionally used a social insurance model
and offered universal benefits, it has responded to restruc-
turing needs by shifting to a negative income tax (NIT)
system, whereas this had not occurred in the U.S. which
has had a poor law tradition and lacks a legacy of universal

assistance. While NIT has allowed Canada’s social welfare
policies to remain more stable through restructuring, it
was not found to reduce poverty. Almost pursuing the
inverse of Lammert’s question, Sam Ladner asks whether
the provision of services by the state impedes or precludes
the growth of a robust non-profit sector. He concludes
that in adopting the more individualistic policies, with
the resulting competition between the state, for-profits,
and non-profit organizations, Canadian social policy of
this competitive type would disadvantage the non-profit
sector and the people that it serves.

Determinants of societal developments that affect
people at different stages in their lives are evident in the
trends and issues in health care policy, in the debate about
abortion, in the nature of child care, and in the political
alienation of youth. One trend in health care is that it be-
comes increasingly stratified, a convergence trend with the
U.S. system. Ida R. Rayson, in an analysis of U.S. trends
in Canada’s health care system, suggests that both the
increasing expenses of Canada’s public system and the
increasing centralization of the U.S. system may be lead-
ing to a more two-tier, privatized approach to health care
in Canada. Dana Lee Baker and Shannon Stokes point
out that, although in both Canada and the U.S. science
can provide the same basis for the definition of issues in
public health policy, political cultures in either country
tend to provide substantially divergent bases for the way
health policy issues are defined. Regarding the issue of
abortion, Hélene Quanquin argues that Canada revealed
a predominant medical definition of abortion, whereas
the U.S. showed a predominant feminist view of abortion
which contributed, in turn, to its greater politicization in
the U.S. than in Canada.

Societal approaches to child care policies, however,
have been analyzed in both countries from a feminist
perspective. Laurel Whitney, for instance, studied the
extent to which neo-liberal governments in Canada and
the United States have taken gender equality into account
in restructuring and redesigning their child care policies.
These have involved a shift towards tax credits for individ-
uals and privatized child care, rather than a move toward
a more collective approach in the form of a universal sys-
tem of child care. This latter approach which recognizes
women as the predominant child care-givers would greatly
enhance their social citizenship through the ability to be
equal participants in society. The practice of political cit-
izenship by youth has been analyzed by Pauline Beange.
In her analysis of civics education in secondary schools
in Ontario, she probed the question whether there was a
significant decline in youth’s political participation and
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political interest. She found that emphasis on participation
in civil society and social movements over a perspective
that favours participation in traditional political institu-
tions and government did not contribute to “an initiating
or sustaining of youth political literacy or political engage-
ment objectives;” rather, “civic education may have in fact
fostered a lack of deference and greater cynicism regarding
political processes and political involvement”

Labour policies that favour a large number of employ-
ees benefiting from union membership in the hospitality
sector and strategies for union renewal are an important
indicator of societal developments in the U.S. and Canada.
Concentrating on hotel industry employees, Dan Zuberi
studies how different labour policies have affected levels
of unionization in hotels in both Vancouver, British Col-
umbia, and Seattle, Washington, and how, in turn, such
policy differences have influenced the quality of life of
the working poor in either country. His study shows that
diverging labour policies in Canada and the U.S. directly
and indirectly result in greater job security, benefits, and
working conditions for non-salary employees in the hotel
industry in Vancouver than they do in Seattle. The avail-
ability of different forms of unionism is also important in
understanding this phenomenon. Stephanie Ross investi-
gated how two models of social unionism as strategies for
union renewal evolved in the United States and Canada.
Whereas, according to Ross, the U.S. labour movement,
which was more extensive and systematic, focused on new
membership organizing that has lead to an instrumental
approach to union activity, the Canadian labour move-
ment has “paid greater attention to coalition building with
the social justice community and has made more politi-
cised interventions in national debates concerning free
trade and neo-liberal policies” Ross argues, however, that
because neither model puts forward an alternative vision
to neo-liberal globalization which could mobilize working
people, “these models of union organizing are insufficient
for a renewed labour movement.”

Trends in new developments can also be observed in
cities and their re-development. For urban re-develop-
ment, countries need to consider a variety of policy op-
tions. Laura Reese and Gary Sands, each in his or her
own paper, suggest that urban development policies to
enhance urban economies in Canadian and U.S. cities are
very similar, though public policy initiatives may have only
limited potential for achieving urban revitalization goals.
Reese examines trend data over the past decades from cit-
ies in Michigan and Ontario. Whereas U.S. cities tended
to move away from traditional policy directed at develop-
ment, Canadian cities have continued to use public policy

and professional staff within an entrepreneurial approach.
Using a similar approach, Sands assesses the health of core
areas in mid-sized cities in Ontario and Michigan. Com-
paring examples of successful and unsuccessful cores, his
findings suggests that public policy initiatives have only
limited potential for immediately achieving revitalization
goals and that a long-term perspective that uses a diversity
of strategies and approaches is needed in order to bring
about the desired changes.

Canadian Cultural Uniqueness

What can cultural products, such as texts from literature
or content of films, and indicators of popular culture, such
as sport, reveal about Canadian uniqueness? Countries
can show in texts, films, and sport unique forms of,
and critiques of, nationalism. For instance, Alessandra
Capperdoni analyzes the experimental poetics of con-
temporary writers Phyllis Webb and Roy Kiyooka in or-
der to illuminate a process of Canadian nationalism as it
emerged in the 1960-1980s. The perspective of gender/
sexuality and race/diaspora, used respectively by these
writers, enables them to interrogate the role of language
and, therefore power, not only in the formation and main-
tenance of nationalism but also, in a time of post-nation-
alism, as a way to display critical rethinking of meanings
of nationness and belonging. Also approaching literature
critically, Steven Daniell illuminates aspects of Québec’s
position in the larger North American context by exam-
ining the ‘far west’ motif in the context of pre- and post-
1980s sovereignty referenda in four texts by Québécois
writers, Jacques Ferron, Jacques Godbout, and Jacques
Poulin. He found that the frontier aspects of the ‘far west,
in the sense of a place of opportunity and for breaking
with establishment, epitomize Québec’s transition toward
a new and different relationship with Canada and within
North America. Forms of nationalism also occur through
the participation in local popular culture, such as sport,
that can go against global trends. For instance, Reginald
Bibby and Trevor Harrison examine the survival of the
Canadian Football League (CFL) as a unique popular cul-
ture phenomenon that resists globalization. While there
may be some sense that Canadian culture and sports are
vulnerable to Americanization and to the effects of global-
ization, their study demonstrates that despite heavy mar-
keting of the National Football League in Canada in recent
years, Canadians continued to embrace the CFL, which
suggests sport as a site of national cultural distinction.
How social activism is embedded in documentary
film and how Canadians see wilderness as ‘awesome’ may
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also be a unique feature in Canada. Seth Feldman, for
instance, examines social activism evident in recent Can-
adian documentaries, such as The Corporation and The Fix.
He suggests that there is a well-established documentary
tradition in Canada, especially as developed through the
National Film Board, and that these films, which are now
responding to negative forces such as generic TV values,
decreased funding and so forth, are moving in the direc-
tion of activism that uses documentaries as a means to
engage and motivate viewers to act. Rebecca Raglon also
investigates the relationship between cultural discourses
and social activism. She reconsiders English Canadian
wilderness theories in the global era. She argues that in
using a discourse of wilderness as ‘awesome, rather than
domesticated and socially constructed, the wild is less able
to be trivialized, and that, in fact, it might be of great value
to emerging environmental discourses.

In this collection of papers, Canadianists from North
America and abroad went beyond comparisons of val-
ues, trends, principles, and regionalism in their contri-
butions to a better understanding of the divergence and
convergence in North America. Instead, they propose
conceptual approaches that include themes, such as, the
re-conceptualization of political cultures, the New West,
the Arctic North, new trans-governmental networks,
reviewing cross-border asymmetries, and regulatory
responses. Canadianists from other disciplines are con-
cerned about cross-border (in)security by proposing that
we learn from the Post-Cuba crisis responses of Canada
and the U.S., from the new post-September 11% concep-
tions of borderlands, from potential NAFTA-enhanced
money flows to potential terrorists, from a revised de-
fence policy, and from post-September 11" immigration
decisions. Unlike previous authors on convergences and
divergence, contributors to this volume also discuss Ab-
original concerns about forms of self-government, arte-
fact repatriation, and media representation. In addition,
contributors made surprising findings when comparing
urban development and revitalization in Canadian and
U.S. cities. Focusing on select aspects of societal develop-
ments, a group of Canadianists found it important to as-
sess Canada-U.S. divergence in immigrant settlements,
social policy revision, the work environment and unions.
Others sought potentially unique aspects of Canada by re-
viewing the country’s wilderness literature, sports culture,
and documentary film. These contributions, it is hoped,
will lead to further interdisciplinary examination of so-
cial, political, and cultural developments that converge or
diverge in North America.

The papers in this book are presented in the seven parts
that follow in turn: (I) conceptual complexity, (II) assess-
ment of free trade and NAFTA, (IIT) cross-border asym-
metries, (IV) cross-border (in)securities, (V) Aboriginal
concerns, (VI) societal developments, and (VII) Canadian
cultural uniqueness.
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PART 1
CONCEPTUAL COMPLEXITY

Political Cultures, Multiformity in Borderlands, the New West,

the Arctic North, and Trans-Governmental Networks






Hermeneutic Continuity

or Sovereign Performative?
The Difference between Canadian and
American Political Cultures Revisited

Ian Angus

he attempt to define the difference between the
political cultures of Canada and the United States
has somewhat of a perennial character, continu-
ously renewed in the light of both new political develop-
ments and new intellectual currents both within these
two countries and also in dialogue with writers further
afield. That is as it should be. National political traditions
allow for, and depend upon, continuous renovation by
re-interpretation and critique. Inability to settle finally the
question is not the sign of a failure, but of success, insofar
as the capacity of a national political tradition to provide
a context for continuous debate determines its continu-
ing vitality. Continuing debate does not invalidate the
concept of a national political tradition nor its difference
from its neighbour, but rather allows further evidence for a
specification of the contextual assumptions that define an
internal belonging and the alternatives rejected as absurd
that define its outside. The concept of a national political
tradition refers to this framework, or context, that cannot
be elaborated outside of the various positions in the debate
but is nevertheless not reducible to one or another of these
positions themselves. Productive history depends upon
logical undecidability.
In the case of a comparison of national political cul-
tures, some common denominator is necessary. The com-

mon origin of Canada and the United States in the English
political tradition, combined with the difference in the
manner in which each achieved a break with the British
Empire, provides a relevant axis of comparison in this case.
The significance of the American revolutionary break,
under the influence of eighteenth century political ideas
of natural right, and the consequent influence that this
revolution has had on all new world nations, has meant
that Canadian political culture has often been articulated
in contrast to the pervasive individualism and a-historism
of the United States.

I want to revisit this established fopos in this paper
with reference to the recent analysis by Michael Dorland
and Maurice Charland in Law, Rhetoric and Irony in the
Formation of Canadian Civil Culture (2002) that roots
Canadian communitarian and diverse political culture in
the role and nature of law.! My argument will be in four
parts: First, I sketch the conventional account of Canad-
ian political culture as an intersection of community and
diversity. Second, I consider in general terms the argu-
ment by Dorland and Charland for the centrality of law to
this conventional account Canadian political culture and
note that at a key juncture this argument is supported by
relying on an essay by Jacques Derrida on the U.S. Dec-
laration of Independence that describes it as a “sovereign
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performative” Third, I rely on J. Claude Evans and Hannah
Arendt to point out that the precedent of the revolution
was the ‘rights of Englishmen’ and thus not a sovereign
performative in the sense of an auto-institution of a new
civil society. Fourth, I propose a more subtle analysis of
the difference between the two political cultures through
an analysis of the specific difference in the performative
status of the British North America Act and the American
Declaration of Independence. In conclusion, I will make a
general point about what is missing in this sort of com-
parative analysis of Canadian and U.S. political cultures,
an account of the limits and blindnesses of the respective
traditions, which can be seen in the different manners in
which they camouflage the closure of political alternatives
deriving, respectively, from the continuance of Imperial
power within the Canadian nations-state and from the de-
nial of political education by a supposedly always-already
independent people.

Community and Diversity

The dream of tory origins
Is full of lies and blanks,
Though what remains when it is gone,
To prove that we're not Yanks?
Dennis Lee, “When I Went Up to Rosedale™

It has been commonplace to describe the different char-
acter of Canadian identity from the United States with
reference to the greater communitarian component of
Canadian political culture. Whether this communitar-
ianism is attributed to the influence of a non-revolution-
ary political tradition, Loyalism, a harsh winter climate,
or French-English accommodation, it is widely accepted
that, “America reflects the influence of its classically lib-
eral, Whig, individualistic, antistatist, populist, ideological
origins. Canada ... can still be seen as Tory-mercantil-
ist, group-oriented, statist, deferential to authority—a
‘socialist monarchy; to use Robertson Davies’ phrase
Of course it is not quite this simple. As Robin Mathews
has pointed out, the ideological character of the United
States also exists within Canada as one element of the
political culture.* No doubt, one could find communitar-
ian elements within the United States. However, as I have
previously argued, the specificity of a culture cannot be
defined by looking for elements within it in that are ir-
reducibly unique. Rather, “what is inside is separated from
the outside, not by a unique content, but by a distinctive
relation between contents”® Culture is a pattern. Elements
from outside enter into and alter that pattern without the

12

pattern losing its specificity and distinctiveness. Thus,
one way to elucidate a cultural pattern is to articulate the
resonances that formative historical experiences have to
philosophical expressions, resonances which shift when
they enter into a different cultural pattern.

The communitarian emphasis has been matched by a
particular manner of dealing with cultural diversity. Can-
adian philosophy has been characterized by what Leslie
Armour and Elizabeth Trott have called “philosophical
federalism” defined as “a natural inclination to find out
why one’s neighbour thinks differently rather than to find
out how to show him up as an idiot”® Probably because
of a weak national identity, Canadian culture has tended
to assume that there is no one overarching identity or
community that effectively could subsume the plurality
of communities. Thus, multicultural policies, everyday
practices, and philosophical articulations tend not only to
have a communitarian bias but also to assume a plurality
of relevant communities.

Of course, we have been reminded by novelists and
empirical sociologists that the United States has never
been in actual fact the melting pot that its ideology pro-
moted. The difference can be more precisely stated in
terms of the public representations of cultural diversity
that form the political culture and reside in institutions.
In the United States the substantive ethical commitments
of communities to a way of life tend to be barred from
public life and thought, whereas in Canada they rather
become the content of political culture. In the United
States a supposedly a-cultural proceduralism domin-
ates public life, whereas dynamic cultural communities
are regarded as the private concern of individuals. Thus,
Leslie Armour has concluded that “what we have in com-
mon cannot be expressed through a single community
... this pluralism is related to our communitarianism.”’
This particular mixture of identity and diversity has been
much debated politically but it is from a comparative
viewpoint the core feature of Canadian political culture
around which debates and disagreements have swirled.

Canadian Constitution and the Enlightenment

The thesis that Canadian political culture is oriented to
political representation of diverse communities is given
a new twist by Michael Dorland and Maurice Charland
by their focus on the role of law. Their account is “con-
cerned with the symbolic dimensions of the transition
from aristocratic, landed power to the democratic and
bourgeois forms of an emerging public sphere as this was
experienced in the Canadian colonial context” (Dorland
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and Charland 2002:36). They suggest that the events sum-
marized in the term “conquest” refer to “the sudden bring-
ing together of two separate, already completely formed
‘societies, each with its own institutions, and each with its
own respective frames of collective reference” (Dorland
and Charland 2002:80). British rule was based in a con-
ception of a benevolent paternal sovereign who thus gives
reasons for his actions and, at least to a limited extent,
thereby gains the consent of the governed. That led to the
practice of imperial recognition of established structures
of governance that pre-existed conquest and which in-
augurated the basic problem of Canada by mitigating the
supremacy of English law through a limited recognition
of French civil law. Consequently, the “apolitical public
sphere” (Habermas) of the French ancien régime, in which
public speech seeks individual novelty at the service of
established hierarchy that predominated in New France,
was displaced so that francophones sought subsequently
to promote their society by insisting on their rights as Brit-
ish subjects (Dorland and Charland 2002:99). That both
gave an importance to law itself that was not present in a
society ruled by civil law and situated law as the medium
in which political controversy in Canada would be ad-
dressed. “The point is not that Canadians are particularly
more law-abiding, but that authority remained invested
in received law” (Dorland and Charland 2002:152). Thus,
the well-known and significant fact that Canada was not
in its inauguration, nor has since been, a revolutionary
polity is supplemented by Dorland and Charland through
the history of incorporation of Lower and Upper Canada
into a single polity.

Later than the French and American revolutions, but no
less constitutional, the British North America Act “marks
the moment where Canada falls away from Great Britain,
not acquiring sovereignty in a grand gesture, nor exactly
finding sovereignty at all, but crafting its own constitution
nevertheless” (Dorland and Charland 2002:146). We are
living out the late consequences of these debates today as
the twentith century has entered into a contretemps with
its Enlightenment origins and the then anomalous case of
Canada may today have become paradigmatic.

The particular mixture of identity and diversity in
Canadian civil culture is from a comparative viewpoint
the core feature of Canadian political culture around
which debates and disagreements have swirled. Dorland
and Charland’s version of this thesis focuses on the role
of law such that the gradual universalization of the rights
of Englishmen becomes the main characteristic of official
Canadian civil culture. How would one characterize the
motive force of such a universalization?

It looks initially like a hermeneutic judgment: limited
precedent in the past, application to the present, showing
of a limitation in purported universality and extension to a
more satisfactory universal. Hans-Georg Gadamer has il-
luminated this aspect of a hermeneutic judgment whereby
it enacts a historical continuity unlike an Enlightenment
break with the past: “For, within the enlightenment, the
very concept of authority becomes deformed.... [T]here
is no such unconditional antithesis between tradition
and reason.... Even the most genuine and solid tradition
does not persist by nature because of the inertia of what
once existed.... It is, essentially, preservation, such as is
active in all historical change. But preservation is an act
of reason, although an inconspicuous one” The similar
focus of tradition, precedent-prejudice and application
suggests that unlike Enlightenment political cultures that
focus on extra-political natural rights that require an ab-
solute performative beginning and a written constitution,
Canadian political culture is characterized by a continuity
of hermeneutic interpretation in which claims situated
within that continuity may enter into the tradition, but
claims that do not, or cannot, find any partial precedent
are shunted aside (often with the violence of the state).
This conclusion would accord with the Dorland-Charland
analysis and also with those many other commentators
who have emphasized the conservative and traditional cast
of Canadian culture. It resonates with the contemporary
hermeneutic rethinking of the Enlightenment.

To clarify the specificity of the Canadian constitution,
Dorland and Charland turn to an essay by Jacques Derrida
entitled “Declarations of Independence” in which he ad-
dressed the question of how a people constitutes itself as
such through an analysis of the American Declaration of
Independence. Such a declaration, Derrida claims, neces-
sarily contains an undecidability as to whether the act is
performative or constative, whether it accomplishes in-
dependence in declaring it or whether the declaration de-
scribes an independence already underway. Representatives
sign the declaration in the name of “the people,” which
must therefore exist prior to the act of signing, but the act
of signing brings “the people” into existence, since before
the declaration they were not “the people” of the United
States but only British subjects. He calls this speech act a
“sovereign performative” in which “the signature invents
the signer” (Derrida 1986:146). Derrida aims to show that
“this obscurity, this undecidability between, let us say, a
performative structure and a constative structure, is re-
quired in order to produce the sought-after effect. It is
essential to the very positing or position of a right as such
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... I would even go so far as to say that every signature
finds itself thus affected”

However, the constitution of Canada as a dominion
occurred quite differently. Dorland and Charland identify
that difference as the submission to an authority that is
other in contrast to self-proclamation, a submission which
invests “the principle of legality itself” (Dorland and Char-
land 2002:147) with metaphysical significance by arguing
that the principle of legal continuity constitutes an author-
ity based in prior political history in which race, religion,
and language are of public significance. Whereas Derrida
argues that constitutional authority is deferred into the
future perfect tense since Jefferson is only a representative
of ‘the people’ that the declaration itself constitutes, the
deferral of authority in the Canadian constitution occurs
as a deferral to established authority by the signer himself
(John A. Macdonald). Thus, “law as sanctioned procedure
is held against the ‘sovereignty’ of unhindered will” (Dor-
land and Charland 2002:149) that would be unleashed by
a revolutionary beginning. Apparently, Canada is to the
U.S.A. as hermeneutics is to deconstruction.

Revolution as Sovereign Performative?

Explicating their law-oriented version of the conservative
and traditional constitution of Canada by a critique of
Derrida’s specification of the self-constituting logic of dec-
larations of independence that limits it to revolutionary
declarations illustrates the relevance of the Canadian case
to current international debate concerning the foundation
of law. Elsewhere Derrida has explicated the paradox of
performativity in the act of foundation: “Since the ori-
gin of authority, the foundation or ground, the position
of the law can’t by definition rest on anything but them-
selves, they are themselves a violence without ground.”*
That refers not to the violence of the Revolutionary War,
which depends on the opposition of another constituted
force (the British Empire), but the violence that continues
down to our own day because of its inherence in the exer-
cise of state power as such because of its foundation in
a self-constituting act that recognizes no precedents.

Nonetheless, Derrida’s argument cannot simply be
taken at face value. J. Claude Evans has distinguished two
aspects of Derrida’s argument that are treated as virtually
equivalent. First, the constitution of the people and, sec-
ond, the fact that signing occurs through representatives
of the people." It would seem that the second aspect is
dependent on the first, that the people must be constituted
as such in order to be represented. However, this is one
of the assumptions about the constitution of a people that
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Derrida seeks to question. The implication, or assump-
tion, of his argument is that a people is constituted as such
only when it represents itself by choosing representatives.
Criticizing this implication, or assumption, Evans points
out that the people existed prior to the Declaration in the
framework of a colony, including representative institu-
tions that functioned within that framework. However,
the Declaration does not limit the people to the colonial
framework but rather appeals to “the Laws of Nature and
of Nature’s God” to support their claim for entitlement—
which had been exercised in some fashion by the repre-
sentatives to the various continental congresses since 1774
and in the prior (by two days) Resolution of Independ-
ence. Thus, says Evans contra Derrida, it is not that there
was no people prior to the signing of the Declaration.
Rather, “there was indeed a ‘self” prior to the signing of
the Declaration, and that ‘self’s’ right to declare independ-
ence is the topic of the Declaration”'? The constitution
of the people in the framework of a colony preceded the
declaration of its right to independence.

The Declaration is indeed a performative act, but not a
self-constituting one exemplifying a necessary undecid-
ability since “the issue was transformation, not creation.”*?
That transformation appealed to the Nature and God of
the eighteenth century Enlightenment to justify its in-
dependence, but the constitution of the people as such was
the work of colonization practices of the British Empire.
Hannah Arendt agreed with the tenor of this analysis.
She attributed the “surprising stability” of the American
revolution in comparison with all other modern revolu-
tions to the fact that “the act of foundation, namely the
colonization of the American continent, had preceded
the Declaration of Independence, so that the framing of
the Constitution, falling back on existing charters and
agreements, confirmed and legalized an already existing
body politic rather than made it anew.”"* While Arendt
recognizes that a new beginning must “carry with itself a
measure of complete arbitrariness,” which cannot be based
in an absolute such as God, Nature or reason and thus falls
into “the vicious circle in which all beginning is inevitably
caught,” nevertheless, “what saves the act of beginning
from its own arbitrariness is that it carries its own prin-
ciple within itself, or, to be more precise, that beginning
and principle, principium and principle, are not only re-
lated to each other, but are coeval.”** Thus, the element of
arbitrariness that occurs in self-foundation resides in the
act of declaring oneself to be independent, not in the act
of the constitution of the people itself which is prior to the
act which declares its independence. “Necessary undecid-
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ability” must refer to the self-assertion of (the right to)
independence, not the existence of the people as such.

If there is merit in this argument, it suggests that the
inherent violence of the self-founding state that Derrida
specifies also cannot be accepted in the terms that he pro-
poses. Moreover, it bodes ill for a comparison between
the American Revolution and the British North America
Act through the undecidability of a sovereign will—or,
deconstructive self-inauguration versus hermeneutic trad-
ition. The point is not the obvious and general one that
even a revolutionary break has precedents, but that the
specific precedents in the case of the American Declara-
tion trace “the people” back to its prior constitution as
a disaffected segment of English subjects. “No taxation
without representation,” after all, is a slogan possible only
for a previously constituted group with recognized rights.
The Americans rebelled as disaffected Englishmen who,
at least in their own view, were offered no other recourse
and whose rights to representation because of taxation are
rooted in the history of regulation of the monarchy that
goes back to the Magna Carta. While revolutionary break
is possible, even for Englishmen, it does not constitute “the
people” ab initio but only de novo. If there is an inherent
violence in the state, it does not derive from self-founda-
tion but from precisely this transformation (or from the
way in which this transformation continues the violence
inherent in the Empire, that is to say, to the extent that it
is not a break at all). If Evans’ analysis of the American
case holds, then one might further limit Derrida’s logic to
the French case. Perhaps a model of popular insurrection
in the face of absolutist rule would be the only case of a
“sovereign performative”’—except by God, of course, who
said “let there be light”—but a comparison to the French
case is outside the present purpose.

If Jefferson’s signature does not defer to a people under-
stood in a future perfect tense as Derrida claims, then it
refers to a people in the process of self-constitution in
which the Declaration is an important punctual point but
not a point of origination as such. The wholly self-consti-
tuted people in the future perfect refers to partial preced-
ents based on the rights of Englishmen. But this begins to
sound like the Canadian case in which constitution is an
act within an ongoing tradition of a people—a hermen-
eutic judgment rather than a self-constituting performa-
tive. The specific historical difference is that the American
case does not ask the British parliament to authorize its
independence; rather, the Declaration of Independence au-
thorizes it to perform its own independence, but in both
cases ‘the people’ who undertake this break were consti-
tuted prior to that break.

The Revolution of Englishmen

In what, then, does the revolutionary break consist? Pre-
cisely in the judgment that the monarch has lost his be-
nevolence and his reasons become sufficiently devoid of
persuasive ability to win consent. It is not an “absolute”
judgment in the sense that it might be the in principle locus
of all legitimacy, but one possible for all Englishmen if
they are forced to conclude that the monarchy has strayed
from the ancient constitution of his legitimacy. Thus, the
American revolutionary break is not a product of straight-
forwardly human will but a temporal product of a people
with constituted right that have come to the judgment that
they have a right to independence. That right, to be sure, is
buttressed by an appeal outside of traditional authority to
God and Nature. From our twenty-first century viewpoint
we may say that whereas the American Revolution did
present itself in eighteenth century Enlightenment terms
as the constitution of society itself from a state of nature,
it was, in fact, a historical judgment. The judgment that
constitutes the break shifts sovereignty from the monarch
to another source. If there were a contending claim to
the monarchy, such as in Scotland, sovereignty might be
shifted to “our rightful king” and contested in a civil war,
but in its absence the necessity to give reasons and provide
good government passes over to “the people” as priorly
constituted and is buttressed by Nature and God to exceed
its colonial limitations in favour of independence.

What does this mean for the Canadian case, which often
clarifies itself mainly through comparison to the U.S.A.?
Dorland and Charland rest content with the observation
that Derrida’s sovereign performative does not apply to
Canada, but the previous analysis has shown that it doesn’t
apply to the United States either. The temporal structure
of deferral seems to remain the same: a future “people”
precedented in the past and undergoing a hermeneutic
process of transformation. The difference is in the shift in
authority that is based in the judgment of the failure of the
monarchy to abide by “the law” of the ancient constitution.
One could, of course, investigate the difference in histor-
ical contexts that gave rise in one case to a polarization
(1776) and in the other an acceptance of independence
(1867), but the theoretical issue is resolved. It is the action
of the monarchy and its inability to persuade the colonists
that they are being treated equally to the subjects at home
that renders the sovereign illegitimate.

If Derrida is wrong about the sovereign performa-
tive that he attributes to the American Declaration of
Independence, then the specificity of “the law” as con-
stitutive of Canadian civil culture disappears. Dorland

15



HERMENEUTIC CONTINUITY OR SOVEREIGN PERFORMATIVE? CANADIAN AND AMERICAN CULTURES

and Charland’s argument for Canadian specificity in this
respect depends upon a characterization that ignores the
constitutive fact that Americans rebelled as Englishmen
and not as de-historicized “sovereign wills”” The per-
formance of independence comes down to a difference
between being let go and having to insist on the matter.
Thus, Canada is not to the U.S.A. as hermeneutics is to
deconstruction. Because the self-performative does not
genuinely describe the enlightenment constitution, the
difference is reduced to two species of hermeneutical
judgment.'® Despite the natural and a-historical language
of natural rights, the enlightenment assumptions of the
modern constitution do not explain its own dependence
on a prior political identity. That dependence is obscured
by the fact that modern constitutions are instituted by a
unique founding act, rather than accumulated through
time, experience, and accommodation. But the founding
act is a transformation, not an auto-institution, of identity
into an independence previously denied.

Conclusion: The Limits to Civility

Did we come for nothing? We thought we were sum-
moned, the aging head-waiters, the minor singers, the
second-rate priests. But we couldn’t escape into these
self-descriptions, nor lose ourselves in the atlas of com-
ing and going.

Leonard Cohen, Book of Mercy, 17.

Canadian political culture appears to take the form of a
Gadamerian hermeneutic judgment because of its histor-
ical and traditional character. The hermeneutic critique of
the Enlightenment suggests that the tradition-oriented
character of Canadian culture and law is shared even by
the American revolutionary culture despite its enlighten-
ment-oriented misunderstanding of itself. Evans’ critique
of Derrida made that point: The American Revolution is
not as self-founding as it appears. If it is recognized that
this break was possible because of the existence of a prior
public identity, then the issue is one of transformation, not
radical, unprecedented inauguration.

While Canadian history perhaps shows more clearly
than others the historical continuity that allows transform-
ation, that recognition is more likely a common property
of the twentieth century rethinking of the Enlightenment
than a specifically Canadian theme. If the American Revo-
lution was a historical judgment possible for Englishmen,
then the key issue within the frame of international social
and political theory is to investigate the constitution of
autonomous political identities and the origin of state vio-
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lence. Let us draw the conclusion from the above account
with regard to each of these issues: One, there is no “zero-
degree identity” within political culture. All transforma-
tions occur on the ground of previously formed identities.
The political problem is, thus, not self-constitution, but
rather how identities already formed under imperial pow-
er can assert a right to independence. Two, the origin of
the violence of the state is not to be found in the assertion
of its sovereign will in self-foundation, as Derrida claims,
but, one must conclude, stems from elsewhere.

Since the performance of independence comes down
to a difference between being let go and having to insist
on the matter, it devolves upon the continuities and breaks
established by each. The deferral to authority in being let
go maintains a continuity of law, authority, and respect for
good government. It confirms that a pre-existent identity
can attain independence under the law. The break is thus
focused exclusively on the transition to independence
itself. A revolutionary break, to the contrary, while it ac-
complishes precisely the transition to independence, does
so through a break with law, authority, and respect for
good government. It thus grounds a cultural tendency to
confuse independence with rebellion toward government
as such, a tendency which I would suggest that we can
see in popular and political culture south of the border
up to our own time in which infantilism is invested with
political significance.

The corresponding confusion on the Canadian side
would be to suppose that independence could be estab-
lished without any threat to the order of Empire. More
exactly, one tends not to ask what identities have not been
so benignly blessed by the Empire. There must be some-
thing wrong with them that they have not also been let go;
they cannot be ready for independence. Thus, the focus
on law, authority, and good government established by
the continuity with Empire grounds an official culture of
disdain for the unready and unwashed, making it a very
difficult task to probe the limits of civility, of the Crown’s
paternal concern.

With respect to the violence of the state, I suggest that
there are two corresponding blindnesses. In Canada, the
left-out and marginalized are reckoned incapable of in-
dependence, though their existence is not open to doubt.
It is the mantle of official existence that is in question. In
the United States, everyone is reckoned independent—not
capable, but already so—and the rigours of independence
are concealed beneath the presupposition of the political
significance of infantile rebellion. Thus, the violence of the
state in Canada consists in the denial of a place in official
culture, and the goal of many marginalized groups is to
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achieve such a place. They must prove themselves worthy
of self-rule. In the United States, such violence is always
arbitrary because every rebellion is, in principle, an asser-
tion of independence. One is drawn to suspect that there
is no such thing as good government, that it could only
be the violence of the victor.

Thus, in conclusion, the law-oriented version of the
thesis that Canadian culture is oriented to a communitar-
ian representation of diversity as presented by Michael
Dorland and Maurice Charland constitutes an apology
for official culture in Canada, an apology which fails to
probe effectively the limits of civility. An investigation of
Canadian political culture which fails to investigate de-
nials of independence consequently fails to encounter the
significance of its constituting act.
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The Historical Geography of the
Canadian-American Borderlands,

1784-1989: Conceptual and
Methodological Challenges

Randy William Widdis

Introduction’

he objective of my current enquiry is to enhance
our understanding of Canadian-American rela-

T

interaction across what has been termed the northern

tions by focusing on the regional dimensions of

borderlands. This research focuses on the variable nature
of the Canadian- American borderlands during the period
1784 to 1989, exploring the flow of people, goods, ideas
and capital across the border, the creation of hybrid iden-
tities, and common transformations of landscape. What
I am attempting in this project is an enormous synthesis
and it is impossible in the time I have here to review all the
relevant theoretical, conceptual and methodological ap-
proaches that will inform, guide and challenge this inves-
tigation. Therefore, I will be selective in my discussion.

Context

I will begin by putting this research into some context.
Although a number of scholars have reflected on the na-
ture of cross-border relationships, there exists, as Donald
Worster emphasizes, “no real school of northern border-
lands history, no Herbert Bolton or John Francis Ban-
non for these parts” This leads us to question why the
Canadian-American borderlands have been so neglected,

particularly when compared to the attention given towards
the borderlands the United States shares with Mexico.
Canadian-American relations have been studied fair-
ly extensively within regional and national contexts for
quite some time, but it wasn't until the late 1980s that the
Borderlands approach, developed years ago by Herbert
Bolton and applied in other North American and Euro-
pean settings, was adopted by a small group of academ-
ics. At that time, Lauren McKinsey and Victor Konrad®
issued a bold challenge to scholars on both sides of the
border to focus attention on trans-border issues and to
work towards developing a research methodology based
on the borderlands paradigm, a worthwhile albeit polemic
framework in which to view the complexity of the Canad-
ian-American relationship. Their now dormant project
produced a number of compelling studies and initiated a
new chapter in the scholarly investigation of Canadian-
American relations. Yet no study has attempted to produce
a comprehensive synthesis that recognizes the historical
and geographical diversity of the borderlands. The land-
mark Carnegie series of the late 1920s and 1930s omitted
such a volume, and its monographs on several regions and
topics of borderland relations are now dated in perspec-
tive. Indeed, the belief expressed in these volumes that,
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despite dissimilar forms of government, people on both
sides of the border shared a common culture and similar
values reflects what Buckner calls “a rather simplistic geo-
graphic determinism.*

The missing comprehensive synthesis is what I propose
to undertake. It will be a formidable task, but I believe
three considerations make such an effort both possible
and valuable. Firstly, the existence now of a considerable
body of multidisciplinary research on borderland inter-
actions provides both secondary material and theoretical
and methodological guidance for my research. Secondly,
I have discovered primary sources, which I will review
briefly later in this paper, that offer greater insight into
those borderland interactions that both integrate and dif-
ferentiate regions on either side of the border. Thirdly,
the time is right, I believe, for an historical synthesis that
will provide perspective for those who question the rel-
evance of borders at a time when the intensification of a
world economy and the internationalization of popular
culture have prompted some to believe that boundaries of
all types—geopolitical, economic, cultural—are no longer
relevant or desirable.

Challenges

The major task is to construct a conceptual and meth-
odological framework to illustrate the multiformity of
borderlands links, networks, and relationships and to
avoid oversimplification into a tedious review of observa-
tional differences. A number of challenges must be faced,
not the least of which is inherent in the definition of the
borderland concept itself.

Definitional Challenges
Borderlands and Frontiers

The concept of borderland is flexible and is sometimes used
interchangeably with frontier, particularly by Europeans
who equate both with the peripheral zone between states
in which societies intermingle.” In the North American
context, the recent realignment of frontiers as borderlands
by the so-called “new western historians’, in Adelman and
Aron’s opinion, has “enriched our understanding of the
complexity and contingency of intercultural relations.”®
And yet, they maintain, much of this work downplays
changes in favour of continuity. They view borderland
evolution, instead, as a continuum along which one can
distinguish between frontier, which they define as “a meet-
ing place of people and cultures in which geographic and
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cultural borders were not clearly defined,” borderlands,
defined “as the contested boundaries between colonial
domains,” and bordered lands, which they consider as
“a region differentiated by a formal border marking the
territorial dominion of both nations but characterized as
well by international coexistence.”” As Haefeli notes, “the
unanswered question at the root of their thesis is: what
do borderlands do that frontiers do not?”® By introducing
frontier to the concept of borderland, Adelman and Aron
argue for the temporal nature of the frontier, suggesting
that regions may change from frontier to borderland and
perhaps even back again. In this way they adhere to the
traditional view of frontier as a settlement zone at the edge
of a state’s territory in a colonial situation. The frontier
thus represents a particular type of borderland that is spe-
cific to place and time.

But borderlands and frontiers are dynamic concepts,
redefined as issues of principal and peripheral space interact
in both central and liminal areas. Borderlands are organic;
they evolve beyond the frontier stage over time to become
different kinds of places or regions. It is somewhat ironic
that the borderlands perspective and, by implication, the
examination of the impact of Canadian-American rela-
tions on the development of both countries, has been
significantly overlooked because of the dominance of the
frontier thesis in the United States and of the metropol-
itan and staples theories in Canada. Yet the borderlands
concept offers so much more potential to the study of
Canadian-American relations than any of these theories.
The borderland is a physical, ideological and geographical
construct, a region of intersection that is sensitive to inter-
nal and external forces that both integrate and differentiate
communities and areas on both sides of the boundary line.

Borderland as Periphery

In Europe and along the Rio Grande, the concept of
borderland is often associated with the idea of periph-
erality. The borderland is viewed as a geographical region
where states are united not only by their contiguity but
by their marginal positions as well. Julian Minghi in The
Geography of Border Landscapes’ states that borderland
geographers, unlike regional geographers, focus on edges,
not the cores of regions. Many borderlands both in the
past and today as well have been associated either with
hinterlands or frontiers, but such designations are not ap-
propriate for the Canadian-American borderlands, or at
least segments of it. Much of the Canadian borderland has
been the Canadian ecumene for a long time. Parts of this
borderland comprise the core of the country; other parts
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are associated with the periphery. At another level, one
could argue that the entire Canadian borderland consti-
tutes a periphery for the United States, although it must
be emphasized that such statements have to be considered
in the context of change over time. While the northern
borderland of the United States cannot be considered as
the ecumene of that country, it would be misleading to
define it simply as a peripheral edge. It too is diverse in
character.

Closely related to this concept is the argument of-
fered by Gibbins'® that whereas basically all of Canada is
a borderlands society, the United States is not. The bor-
der is the meeting place between both countries, but it is
not necessarily a common edge. For most of its history,
the Canadian ecumene has straddled the border, making
Canadians a border people, while for most Americans, the
border is the back door."" Although the core of the Canad-
ian borderlands is spatially confined to a narrow strip, it
extends psychologically to include the entire country. For
Americans, the national identity is not determined or even
affected by the northern border; the idea of America lies
elsewhere in a mythical place called the heartland. Further
complicating matters is the fact that any criterion selected
as determining borderland boundaries is subject to change
over time. Thus, it is virtually impossible to delineate ob-
jectively the exact boundaries of the borderlands because,
as McKinsey and Konrad argue, “the functional ‘width’ of
the borderlands as a zone ... depends on which aspects of

borderlands life are under investigation.”"?

Borderlands as Regions

The conceptual dilemma presented by the idea of border-
land as region presents a major challenge to this research.
All regions are, to some extent, human constructs and
wherever identified are subject to criticisms about the cri-
teria upon which they are based. Each region is part of,
and reacts to, larger processes and interactions and so is
prone to a constant state of change that only makes its con-
ceptualization more difficult. Regions are at the same time
more than arbitrary intellectual constructs. In terms of the
Canadian-American borderlands, a theoretical rationale
for developing a regional schema in which to structure this
study of cross-border interactions over time has not been
developed. Although McKinsey and Konrad comment
on the diversity of borderland experiences over space and
time, they do not offer any regional classification beyond
that of five broad geographical units—the Atlantic, the St.
Lawrence, the Great Lakes, the Plains and Prairies, and the
Rockies and Pacific—even though, as we shall see, they do

list a set of specific criteria upon which to define spatially
different borderland interactions.

It is impossible to come up with a regional classifica-
tion that accommodates entirely cross-border linkages
that vary spatially and temporally and is also sensitive to
the issue of scale. Whereas borders are demarcations be-
tween territories, borderlands are regions surrounding
the border and vary greatly in extent and nature. As Hakli
and Kaplan state: “scale has long figured in the context
of geographical research on borders and borderlands ...
qualitative differences exist between small-scale inter-
actions close to the border and the interactions between
... national actors directed from the capital cities...inter-
actions across national borderlands cannot be reduced to
states’ actions only”* Moreover, the significance of scale
as a factor in the development of borderlands extends be-
yond the differences between local and national realms of
action. Transitions in borderlands are the result of changes
taking place at local, national and international levels and
because of this, the regional understanding as applied to
this concept must be flexible. The fluid forces of capitalism
and culture complicate the application of the borderland
region as an organizing concept when regions are viewed
as dependent on fixed places with defined borders.

Any regional schema, no matter what the scale, is
a generalization and will not always be the appropri-
ate spatial unit for examining interactions taking place
within specific areas. Yet history and geography provide
unquestionable evidence of the diversity of cross-border
linkages over space and time, and thus it is imperative to
develop a spatial and temporal delineation of borderland
regions. The Canadian-American borderland is not a sin-
gular homogeneous region but rather is a complex hetero-
geneous zone composed of several international regions
that, while sharing functional similarities stemming from
trans-boundary interaction, nevertheless retain distinct
identities arising from local settings. The configuration
of these units can be comprehended only with reference
to particular historical and geographical contexts. Any
reliance on physiological criteria alone to define spaces in
which cross-border economic, social, political, and cultur-
al relationships are taking place smacks of determinism.
But that is not what McKinsey and Konrad had in mind
when they suggested their five regions. They serve simply
as structures in which to frame more detailed investiga-
tions of cross-border interactions.
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Borderlands and Comparative Approaches

What makes this project particularly valuable is that it
goes beyond comparison to focus on the complex inter-
action between two variable national systems. To that
end, armed with a conceptual camera with what I term
horizontal and vertical lenses, this research employs both
comparative and borderlands approaches. The horizontal
lens presents a cross-sectional view of the borderlands
that compares and contrasts characteristics which existed
within such international regions. The vertical lens em-
ploys the regional concept as a tool with which to focus
on north-south flows that integrated and differentiated
peoples, communities and societies on both sides of the
border.

The borderlands approach by itself is not sufficiently
nuanced to include all that is important to a synthesis of
changing Canadian-American relations, but it does yield
a more process-oriented and, therefore, contextually re-
flective perspective than the comparative approach. That
results in borderlands theorists asking different questions
than comparative theorists. Yet comparative work, despite
issues associated with several data sets and multiple audi-
ences, is valuable because it paves the way for scholars to
challenge and compare institutions, myths and ideals. It
also forces intellectuals to challenge their own assump-
tions and put their work in a larger context. Employing
both perspectives, this research will adhere broadly to
three conceptual themes.

Conceptual Challenges
Paradox

My research and subsequent book will develop three mu-
tually interdependent themes. The first theme concerns the
paradoxical nature of the Canadian- American borderland.
Like the border, the borderland is full of contradictions.
Regionally speaking, the Canadian and American sides of
the border are broken up into sections that are simultan-
eously differentiated from other areas by economic, phys-
ical and cultural divisions, unified by shared processes and
characteristics, and, at the same time, integrated into larger
national systems by broad structural forces. Such regional,
national and international forces of integration and differ-
entiation, changing over time, are juxtaposed against each
other to create a complex conceptual zone that contradicts
our traditional ideas about the unity of region. W.H. New
provides another perspective on this theme when he argues
that the 49" parallel is “itself a synecdoche, a rhetorical part
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for the rhetorical whole—at once join[ing] and divid[ing]
two nation-states, permit[ting] contact, influence, choice,
trade ... and difference as well”**

Perhaps the greatest conceptual paradox associated with
the borderlands is the fact that over time centralizing ten-
dencies within each society, and more particularly between
the two countries, have eroded the meaning and relevance
of the borderland concept. The argument is presented that
in such a new world order, regional differences are increas-
ingly diminished in the face of homogeneous economic for-
ces and a global culture. Although regional circumstances
continue to shape the impacts of broader forces, a gradual
convergence is taking place, and regional identities, and by
implication, borders and borderlands, are vanishing. That
may be true to some degree, but place, regional identifica-
tion and borders will continue to be important for states
and people who continue to occupy peripheral positions be-
cause such boundaries symbolize theoretical sovereignty in
a world increasingly dominated by economic superpowers
and giant trans-national corporations. Indeed, it may be
argued that underneath North American consumer culture
there resides a significant, and perhaps an increasing, degree
of localism.

Asymmetry

Another important and closely related theme is the asym-
metrical character of the Canadian- American borderland.
One can view this transcontinental zone as a system com-
posed of arteries pulsating with the circulation of persons,
goods, money, and messages and as a network connect-
ing a series of nodes where decisions are made, policies
applied, transactions negotiated, and goods exchanged.
Yet the borderland is not a single system but instead con-
sists of several systems, interlocked in various ways and
complicated by numerous subsystems. These systems
have varying spatial extents, are open, and are subject
to economic and political forces that create imbalance.
Uneven economic development has produced differences
both within and between borderland regions. At various
points in time, adjacent Canadian and American regions
have experienced different rates of growth and varying de-
grees of connection, although many argue that over time
the relationship has become increasingly asymmetrical in
nature, with underdeveloped Canadian peripheral regions
serving as pools of resources for American core regions.
This disequilibrium has in turn stimulated flows of capital
and labour that have been mainly unidirectional, although
there are notable exceptions to this trend.
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Parallax

It is this paradoxical and asymmetrical nature that has
in turn produced a conceptual region that is in itself a
parallax, my final theme. The ideological positions from
which the Canadian-American borderland and its con-
stituent regions are viewed certainly influence the ways in
which they have been conceptualized. Proponents of the
Borderlands Thesis view integration as being determined
largely by geographical proximity, migration and capitalist
forces. They concentrate on similarities occurring within
such regions, selecting those features that are evidence of
“resistance to an artificial division imposed by a political
border”"” To a significant extent this argument is valid:
geography and capitalism have produced linkages that
have resulted in considerable synthesis. These theorists
also go so far as to contend that the major physiographic
regions “are the primary evidence that North America
runs more naturally from north to south than from east
to west”'

Critics of the Borderlands Project see history and
geography shaping a country very different from its
southern neighbour. Following the arguments of Innis
and Creighton, Harris' maintains that the emergence
of Canadian regions, regional identities and even a na-
tional consciousness had more to do with the east-west
transcontinental expansion of trade and settlement than
proximity to American regions. Regional borders in Can-
ada, he insists, are more the result of distinctive European
encounters with different Canadian settings than simply
being peripheries of American core regions.'®

Both Borderlands proponents and critics overstate their
case; the truth lies somewhere in the middle of this dia-
lectic. Harris and others cannot deny the importance of in-
tegrative forces within trans-border regions. The fact that
borderlands, zones of interaction, mediation, and variable
degrees of integration exist is obvious. At the same time,
while Borderlands supporters are justified in emphasizing
the importance of cross-border interactions and synthesis,
they must also recognize that over time, Canada developed
a national economy and political institutions that tran-
scended regional boundaries. Confederation and later
the National Policy served to formalize the differences be-
tween Canada and the United States, and, accordingly, the
border acquired a greater symbolic significance to Canad-
ians. To ignore this significance, Buckner argues, unwit-
tingly promotes continentalism and supports “a variant of
an even older American concept—Manifest Destiny"

I contend that the borderlands perspective is not in-
herently predisposed towards continentalism; it is in the

interpretation of borderlands where the possibility of bias
rests. Therefore, my research will be a multidisciplinary
and synthetic treatment that does not adhere to either
extreme but more sensitively explores the changing rela-
tionships between Canada and the United States as mani-
fested in different borderland regions. Yet it does pose a
challenge to, but not a complete rejection of, the prevailing
nationalist interpretation of Canada’s development by con-
sidering the role that the United States has played in this
country’s formation. There needs to be a corrective to this
prevailing orthodoxy, one that does not reject outright the
relevance of the east-west axis, but balances this perspec-
tive with one that recognizes the north-south links that
played such a crucial role in the evolution of Canadian
society. Neither nationalist nor continentalist convictions
should dictate borderlands research.

Theoretical Challenges

The complexity of this subject restricts the formulation
of a grand theory and instead calls for the adoption of a
number of approaches that will direct research. Regional
diversity encourages research questions that make it pos-
sible, as Donald Meinig states, “for us to compare differ-
ences within regions with differences between regions that
run east and west in both countries”*® Researchers must
question the extent to which generalizations that have been
made can be applied to borderland regions as a whole.

A number of closely related concepts—metropolis and
frontier, core and periphery, and variations thereof—that
imply relative degrees of dominance and subordination
and illuminate flows of diffusion (political and economic
decisions and capital flows) will be employed. Yet border-
land relationships are too complex to be structured within
simple dualisms. The significance of the development of
the borderland regions will emerge only when considered
within local, regional, national, continental, and inter-
national contexts. Developments within the borderland
regions were shaped to a considerable extent by evolu-
tionary processes of national expansion and a maturing
global capitalist system, and so an effort will be made to
relate developments occurring within this zone to those
occurring at the national and international levels. To that
end, a number of ideas presented in various theories may
be employed.

In this context, the study will address a number of invit-
ing but formidable questions that relate to the three major
conceptual themes discussed previously. Whereas, for ex-
ample, it has been argued by Wynn?' that the Maritimes
were a significant hinterland of New England, can the
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same conclusion be made for other Canadian components
of transborder regions? How relevant is the borderlands
concept for transnational regions not located at the per-
iphery of the two constituent nation-states (e.g. the Great
Lakes Borderland)? Were cross-border migrants more
likely to travel within specific channels inside designat-
ed borderland regions? Did the migration process lead
inexorably to greater transborder unity within all of the
borderland regions? If the relationship between Canada
and the United States became more uneven over time, did
the resultant evolution of borderland regions reflect that
asymmetry? While borderland regions have a tempering
effect on the centralizing tendencies of each society and
that of North America as a whole, does the evidence show
that such inclinations have diminished in the face of the
homogenizing forces of modernity and advanced global
capitalism?

Although his laboratory is the U.S.-Mexico border
region, Martinez* proposes four models of borderland
interaction that may be viewed as universally applicable.
As he argues: “each model illustrates a different degree of
cross-border interaction and prevailing tendencies in a
borderland”? The alienated borderlands model refers to a
situation where tension prevails, the border is functionally
closed, and cross-border interaction is almost non-exist-
ent. In the co-existent borderlands, the border is slightly
open and there is a limited degree of interaction. Stability
characterizes the interdependent borderland as economic
and social complementarity promotes cross-border inter-
action. Finally, the integrated borderlands model refers to a
situation where the economies of the two states are func-
tionally merged and there is unencumbered movement
of people and goods across the boundary. The Canadian-
American borderlands today can be classified generally as
interdependent with considerable evidence that it may in
some ways be headed towards the integrated stage, but at
various times in their evolution, the constituent border-
lands, it may be argued, adhered to Martinez’s first two
models. The strength of this schema is its emphasis on the
evolutionary process by which borderlands change over
time, and so it constitutes a useful instrument to structure
the historical dimension of this research.

Yet the problem remains as to what models or theor-
etical rationale can structure the geographical dimension.
In this context, McKinsey and Konrad propose six models
of cross-border cultural transfer that may be applied within
the regional frame of the five physiographic units mentioned
previously. They view these transfers in terms of cultural
landscape types and argue that each of the five geographic
regions “actually contains some mixture of the types, be-
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cause the cross-border adjustments occur in varying de-
grees”?* Briefly, these spatial models include:

1. divided cultural enclaves which are characterized
by development and cultural discontinuity (e.g.
upper St. John River valley),

2. cross-border influence zones where one place
serves as a cultural hearth for people on both
sides of the border (e.g. Steinbach, Manitoba
which serves Mennonites in southern Manitoba
and northern North Dakota),

3. unbalanced influence zones, where one centre
has a much greater and sometimes overpower-
ing influence on communities and areas on
the other side of the border (e.g. Montreal and
northern New York and Vermont; Detroit and
southwestern Ontario),

4. balanced cultural interaction zones which are
distinguished by cross-border links between
comparable centres and areas (e.g. Thunder Bay
and Duluth),

5. twin cities which serve as crossing points for
many and thus “mediate cultural differences
where cross-border flows are concentrated in
narrow exchange corridors™ (e.g. the Sault Ste.
Maries, the Niagaras), and

6. empty areas which serve as buffer zones with
few inhabitants, little cultural interaction, and
no focus or core on either side (e.g.. the Alaska-
Yukon border which will be viewed as a separate
borderland region in my study).

Yet while these models may prove effective in defining
sub-areas in terms of cultural landscape types, they are
only partially successful in addressing a host of other fac-
tors, including economic, social, and political interactions
that take place on several scales. Further complicating this
issue is the fact that much social and economic data on
cross-border flows is not collected in a way that corres-
ponds to any definition of a cross-border region.

The “greater” Canadian-American borderlands may be
visualized at the broadest level as all the Canadian prov-
inces and all the American states contiguous by land and
water to the border, plus a selection of relatively proximate
interior states (Oregon, Massachusetts, Connecticut, Rhode
Island, and Indiana) deemed historically important in terms
of Canadian-American relations. In any such conception,
the degree of interaction will be greatest closest to the bor-
der, and so distance-decay ensures that such trans-national
regions will consist of cores and peripheries. Yet the problem
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remains of identifying the criteria for delineation of specific
borderland regions. The five trans-border regions identified
by McKinsey and Konrad, with the addition of the Alaska-
Yukon borderland, are applicable because they are more
than just physiographic units. They are also regions unified
to some extent by relative location within North America;
similar environments, and economic, political, and social
forces that have at various times served both to integrate
and differentiate the respective Canadian and American
components.

Data Challenges

As stated, what I propose is a work of synthesis, a very
formidable task given the fact that much specialist work,
particularly in the area of cross-border economic, social,
and cultural linkages, remains to be done. An argument
can be made that it is premature to advance a synthesis
when so much specialist research needs to be accomplished.
Nevertheless, important syntheses have been written, even
when the specialist literature is thin. Much of the existent
literature lacks detailed analysis of flow data for border states
and provinces, and the aggregate information that does exist
reveals little about the regional dimensions of such move-
ments. That difficulty in securing flow data corresponding
to any definition of a cross-border region presents a serious
challenge to this study. Therefore, much of my effort will be
spent surveying the existing literature regarding the move-
ments of people, goods, capital, and ideas. This means that
any borderland interpretation, particularly of themes such
as intellectual currents, ideologies, and technologies, will
be limited at best and some questions will be beyond the
scope of this research.

Yet there remains an important, although subordinate,
place for primary archival research in any borderlands
study. Investigation up to this point has revealed a number
of sources that, although problematic in terms of temporal
and geographical coverage, nevertheless present some valu-
able insights into borderland relationships. My research
in the federal, state and provincial archives of Canada and
the United States has identified a useful number of sources
that provide insight into cross-border links at the national,
regional and local levels. A major issue is that much of the
data on cross-border relations is aggregated and reveals in-
sight only into general patterns of Canadian-American rela-
tions. For example, Meinig notes that “the volume of trade
is measured at exit and entry points on the border, but that
data, as reported, may not reflect the fact that trade is gener-

ated from the interior as well as from the border regions”*

Despite these problems, there are a number of records
that reveal specifics about origins, quantities and direc-
tions of people, goods, information and capital across the
border. The following GIS-produced maps and discussion
provide some examples of what kind of information about
dynamic cross-border flows can be gleaned from the rec-
ords that are available.

Investment

From 1841 forward, credit histories of both public and pri-
vate companies were produced by the Mercantile Agency
(later known as R. G. Dun and Company and today by the
name Dun and Bradstreet). Their records give the financial
viability and payment history of any company that applied
for credit or for which a credit check was requested. Cover-
age initially included American and Canadian companies
but has extended to many European and other countries.
The R.G. Dun and the Dun and Bradstreet records, which
are housed at the Harvard Business School and various
federal, state and provincial libraries, are arranged by com-
munities and include data on date of establishment, name
of company, headquarters location if applicable (although
this is sporadic), capital rating, and credit rating. Data on
foreign owned companies in 1880, 1900 (the 1890 records
were destroyed by fire), 1910, 1920, 1930, 1940 and 1950
were collected for Canadian centres, and I have begun mak-
ing maps showing the spatial patterns of American parent
companies and their Canadian subsidiaries. In this manner,
a temporal and geographical perspective on American in-
vestment is offered, one that notes in particular the role of
geographical proximity in locational decision-making.
Figures 1 to 4 show Canadian branch plant locations
for firms based in Boston, New York, Chicago and Minne-
apolis in 1920. Boston firms tended to invest more heavily
in Ontario and Québec, particularly in the largest centres
of Toronto and Montreal, than in the Maritimes, a pattern
that stands in contrast to the significant investment of Bos-
ton interests in the Atlantic region during the late eight-
eenth and nineteenth centuries. New York City’s reach
extended across Canada, which is not surprising given
its dominance in the spatial economy of North America
during this period. As was the case for Boston companies,
New York City firms concentrated their investments in
southern Ontario and southern Québec. Chicago, situated
within the Great Lakes Borderland region but connected
by land and water transportation routes to the rest of the
United States and Canada, was connected by investment
to all regions of the Dominion. Yet we can clearly see that
nearby southern Ontario was the focus of attention for

25



THE HISTORICAL GEOGRAPHY OF THE CANADIAN-AMERICAN BORDERLANDS, 1784-1989:
CONCEPTUAL AND METHODOLOGICAL CHALLENGES

Figure 1 - Canadian Branch Plant Locations for Firms based in Boston, 1920
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Figure 2 - Canadian Branch Plant Locations for Firms based in New York City, 1920
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Figure 3 - Canadian Branch Plant Locations for Firms based in Chicago, 1920
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Figure 4 - Canadian Branch Plant Locations for Firms based in Minneapolis, 1920
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most Chicago companies. Minneapolis continued in its
role as the major American metropolis for western Canada
as firms based in that city chose to invest primarily in the
prairie region. I look forward to comparing these patterns
with those revealed in the maps showing the location of
investments prior to and following 1920.

Trade

Trade statistics for different periods and geographical loca-
tions are included in the various customs records in both
countries. These sources provide specific information on
date of arrival by vessel, type of good crossing the border,
origin, destination, quantity involved, and fees paid. I have
collected data on 10,000 arrivals and departures from the
customhouse records of forty seaboard, Great Lakes, and
land ports housed in the National Archives in Washing-
ton and information on 2,500 arrivals and departures from
Canadian ports and U.S. consulates that are stored in the
National Archives in Ottawa. I am still in the process of
creating maps based on these records, but figure 5 reveals
the spatial patterns of horses from the United States cross-
ing into Canada in 1911 via the entry point at Coutts,
Alberta. The Coutts customhouse records housed in the
Glenbow Archives include information on livestock ex-
ported into Canada for the period 1911 to 1920. Although
the “market-sheds” for sheep, goats, mules and swine were
limited primarily to Montana as the state of origin and
Alberta as the province of destination, the geographical
reach for cattle and particularly horses was much greater.
It will be interesting to see if these patterns continued
throughout the decade.

Migration

The “sharing” of cultures within the Canadian-American
Borderlands is the result of diffusion processes, the most
obvious being migration. Information on cross-border
migration has been collected from a number of sources,
including the Canadian-based U.S. Border Entry Records
and the American-based Soundex Index to Canadian Bor-
der Entries. From the former, nine random samples of 500,
one random sample of 400, and one random sample of
100 migrants entering Canada at eleven different crossing
points have been compiled (N=5,000). From the latter, I
have collected a random sample of 3,000 migrants from
across Canada, stratified by country of birth and age (over
fifteen), and two other random samples of 1,000 migrants
each based on subsets of the Canadian-born population.
The problem of scale complicates the mapping of these data,

28

asis evidenced in figures 6 and 7 which show the birthplaces
and destinations of 3,000 people moving from Canada to
the United States. Despite the obfuscation resulting from
the mapping of large samples on a large-scale map of North
America, some clear patterns are discernible, especially
for the Canadian records which are arranged by entry
point, thus allowing greater insight into specific migration
streams. Figure 8, for example, shows the migration pat-
terns of the sample of 500 people crossing into Canada at
Coutts, Alberta.

Prior to 1900 the flow of people across the border was
predominantly north-south in direction. A movement that
started out as a steady trickle had turned into a raging
flood during the last four decades of the nineteenth cen-
tury, with the greatest loss occurring in the 1880s. It has
been estimated that over the period 1861-1931 the net
migration of Canadian-born to the United States totalled
2,080,000. The regional dimensions of this southward
flow are captured to some extent by the Soundex Index
to Canadian Border Entries, which are arranged alpha-
betically and not geographically. Over 72 percent of the
combined border crossing samples were born in Canada,
the majority hailing from Ontario, followed by Québec,
Nova Scotia and New Brunswick. Twenty four percent
of the migrants were born outside North America, the
majority from the British Isles and Russia, and 3.6%
consisted of Americans returning to their land of birth.
Almost half were born in the Ontario-based Great Lakes
Borderland Region with almost equal percentages born
in the Maritimes and St. Lawrence regions. Very few were
actually born in the western borderlands. The Great Lakes
Borderland Region takes on even greater importance when
considering last residences before migration, for most of
the immigrants from other countries and a number of
Canadian-born from other parts of the country last lived
in Ontario. Significant numbers of those born in both the
Maritimes and in Québec and eastern Ontario had moved
to central, western and northern Ontario, the Prairies, and
British Columbia before emigrating to the United States.

Most Canadian migrants filled out their manifests upon
crossing the border, although a significant number chose
to do so at American consulates or upon leaving port in
Canadian cities such as Winnipeg, St. John, Yarmouth,
Montreal, and Vancouver. A few did not complete this
task until they reached destinations south of the border,
often at points where they disembarked from trains. Places
of manifest served as portals into the United States as mi-
grants primarily from adjacent Canadian regions passed
through these openings on their way to neighbouring
American destinations. Detroit was by far the most im-
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Figure 5. Horse Crossing at Coutts, Alberta, 1911
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Figure 6. Birthplaces: U.S. Border Records
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Figure 7. Destinations: U.S. Border Records (N =3000)
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portant entrance to the U.S., not only for migrants from
southwestern Ontario, but for those from other parts of
Canada as well. It served as a portal for migrants jour-
neying to Michigan destinations, as well as to locations
elsewhere in the Midwest and farther west. Port Huron
served much the same function as its larger neighbour to
the south for Canadian-based migrants travelling across
the border via the Grand Trunk passed through this city.

For the most part, Canadian-based migrants planned
to settle in U.S. centres in adjacent borderland states, al-
though some were attracted to more distant localities,
particularly in California. The major destination states
were Michigan, Massachusetts, and New York, the first
and third attracting Great Lakes Borderland Region mi-
grants primarily. New York was the major destination for
eastern Ontarians and a minor destination for Québec
migrants, whereas Maritimers travelled in large part
to Massachusetts and Maine. Québec migrants located
throughout New England and New York State. Space does
not permit me to comment on the many different migra-
tion fields revealed in the data, except to say that most
Canadian-based migrants continued on well-worn paths
to nearby American destinations within their respective
international borderlands. Migrants from the Canadian
Prairies were more widespread in their location deci-
sions, many moving to largely rural states in the adjacent
American plains but others moving to larger cities outside
the immediate borderland region or farther west.

Although the vast majority of migrants from the
eastern borderland regions were Canadian-born, many
leaving western Canada were foreign-born, returning to
the United States where most of them, American- and
European-born alike, had previously resided. Over 80% of
those born in the United States, many living in the Prairie
Provinces, returned to their country of birth as Canadian
citizens. As expected, males dominated this migration, yet
over 31% were female, the majority moving to join hus-
bands or family members who had previously emigrated
to the United States. Single women working as nurses,
secretaries and domestics were relatively more numerous
among those coming from eastern Canada. The majority
of single women travelling alone came to the United States
to take up positions as domestics, labourers, and nurses.
Many of this group were pushed from farms by physically-
demanding labour and restricted opportunities and lured
to cities such as New York, Boston and Chicago where they
anticipated an expanded social life and a greater degree of
financial independence.

Kin and kith connections influenced the location deci-
sions of all nativity groups. Over 50% of the migrants were

joining relatives, and close to 20% were joining friends. In
terms of occupational profile, Canadian-born more closely
approximated patterns exhibited by British- and Amer-
ican-born migrants, but unlike these groups, they did not
deviate greatly from the average, neither ranking very high
or very low. In general, Canadian-born were most under-
represented in the business and unskilled categories and
most over-represented in the clerical and farmer classifica-
tions. French Canadians were more concentrated in the
blue-collar categories and less represented in the farmer,
clerical, and professional sectors than Anglo-Canadians.
Yet there was considerable variation in occupations across
the country, as farmers comprised a much larger percent-
age of the emigrants from the Prairies and unskilled work-
ers were relatively more numerous among those leaving
the Maritimes and the St. Lawrence regions.

Most Canadian-based migrants were young, single (al-
though a significant percentage from all Canadian regions
were married), and carried little money (almost 80% of
the 1000 Anglo-Canadian sample carried less than $100),
although many of the wives were planning to join their
husbands and so did not carry the full extent of the fam-
ily’s capital. The differences among the Canadian origin
regions in terms of money carried were not significant.
Whereas over 80 percent of the migrants intended to live
permanently in the United States, proportionately more
Maritimers declared that their stay in the United States
would only be temporary. Although the motives of these
individuals are unknown, it is likely that some were just
visiting friends or relatives while others were just testing
the waters of opportunity south of the border before de-
ciding to cut their ties with their homes. Maritimers were
also more likely to have previously lived in the United
States, migration across the border being seen as a tempor-
ary but regular occurrence.

Indigenous policies and external events, too detailed to
go into here, stimulated a flood of immigrants, American-,
Canadian-, and European-born, from the United States
after 1896 and much of this flow was directed towards
the newly opened prairie provinces, although there was
a significant movement into Ontario as well. And as was
the case for Canadian migration to the United States, this
northward flow took place primarily within the large-scale
borderland regions. However, the movement north was
generally more international in character than that from
Canada, as American-born amounted only to over 60%
of the migrants sample for those crossing into the Prairie
Provinces and into northwestern Ontario at Fort Frances.
Returning Canadians comprised significant percentages
of those crossing at Windsor, the Québec border towns,
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and Yarmouth, although there is reason to suspect that
many of those in the Yarmouth sample were just return-
ing to Nova Scotia for a visit. A significant percentage of
these migrants returned as Canadian citizens, indicating
that they originally moved to the United States with the
intention of returning home one day.

The migration fields funnelling into western Canada
via the selected border crossing points, such as Coutts,
North Portal, Saskatchewan and Emerson, Manitoba, were
wider than those existing for eastern border communities,
although significant numbers of American-based migrants
bound for western Canada entered Canada in the east,
presumably to catch the transcontinental CPR westward.
Yet even within the Canadian component of the Plains
and Prairies Borderland Region, differences existed. The
migration field for Emerson was more widespread than
those of Coutts and North Portal, as many either settled
in Winnipeg, the metropolis of the region, or disembarked
in that city before heading farther west in the search for
land. Certain migration corridors can be identified, such
as that connecting the Rocky Mountain states to Alberta,
the upper Midwest to northwestern Ontario, and the Pa-
cific coast states to British Columbia.

Males dominated the movement into Canada, but the
average age of northward migrants was generally older
than that of those moving in the opposite direction. Those
crossing into Québec were the oldest of all, many of this
group consisting of Québecois, presumably after working
in New England for a period of time and making enough
money to support their decision to return home. Most
travelled alone, although many were married. In general,
those moving northwards within borderland regions
and beyond carried more money than those from Can-
ada moving south, although a wide variation exists from
east to west. Those moving into western Canada carried
more money than those crossing at eastern points, a fact
explained by the greater amounts of money required by
those intent on taking up farming. Semi-skilled, skilled
and clerical workers were more attracted to the urban cen-
tres of Ontario and Québec, whereas unskilled workers,
many of them returning migrants, crossed the border into
Québec and the Maritimes. British Columbia seemed to
attract the widest range of occupations, a trend perhaps
explained by the development of a primary-based econ-
omy and an urban sector as well. Indeed, most of those
coming to British Columbia disembarked in Vancouver,
and many probably decided to reside in this fast-growing
centre.

I am still in the process of collecting data from these and
other place-specific records but plan to illustrate the differ-
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ent flows, which they reveal in a series of GIS-produced
maps. With the assistance of Kim Turchenek, a graduate
student at the University of Regina, I plan to tackle the
conceptual problem of incorporating three-dimensional
flow processes within the confines of a two-dimensional
medium. Specifically, using computer animation software,
Kim will design and experiment with different strategies to
break through static cross-sections and capture the flows
of people, goods and ideas across time and space.

Conclusion

As I have emphasized, borderlands are organic; they
evolve over time to become different places. The central
organizing question of borderlands research is concerned
with identifying and understanding the determinants of
these evolutionary units. Although there are few primary
sources that can be tapped to capture the dynamic nature
of these organic regions, I hope I have demonstrated that
there do exist some records that, while not perfect, none-
theless provide us with greater insight into cross-border
relationships over time.
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Keynote Address:
Claiming Nature in the
North American West

Joseph Taylor

t has been easy to dismiss the Old West in recent dec-

ades. Scholars and the times shredded Hollywood

mythology, and the old iconography lost power. Black
hats and White hats are as likely now to be ironic foils as
signs of vice or virtue. The symbols of good and evil no
longer make historical sense, yet in a weird way that arche-
typal clash may still be germane. In the past two decades
there has been a growing belief among westerners that
they are moving toward another showdown, this time be-
tween Old and New. Residents are growing fundamentalist
about this movement, and contests over western nature are
at the center of this crisis.!

East and West really are different, and the North Amer-
ican West has become a distinct place for contesting the
meanings and uses of nature. It is a region apart, however,
less because it is essentially different from the East than
because contingencies of time and space have set it on a
novel path. The way westerners relate to and argue about
nature has been a consequence of their history. Rugged
individualists, expansionist states, and transnational cor-
porations transformed western North America in novel
ways, and residents, bureaucrats, environmentalists and
property rights advocates have made the modern West a
unique geopolitical space.?

Their environmental battles, products of social and
natural forces at peculiar moments in time, also illustrate
how unstable the West is as a regional construct. Efforts
to claim western nature part the continent both longitud-
inally and latitudinally. Sometimes the West resembles
a transnational space with broad similarities between

Canada and the U.S. Other times the forty-ninth parallel
neatly divides events, yet often fault lines are just plain
messy. Attempts to claim western nature illustrate that
there are few consistent distinctions between the Canad-
ian and American Wests. Residents share many environ-
mental concerns, but their contests divide space in fluid
ways. They engage in a common struggle that produces
uncommon results.’

The reasons lay in the landscape. Debates about why the
West is unique range far and wide, but the goal is always to
find an essential trait. Some stress open space and monu-
mental nature, others aridity or social diversity. None is
universally applicable. The West has lots of unsettled land,
but it is also the most urbanized region in either nation. It
has the highest mountains, deepest canyons, fastest rivers,
and tallest trees, yet it also has more bleak, boring, and just
plain ugly scenery. Much of the West is drier than east of
the 100th meridian, but the Pacific coast from California
to Alaska is the wettest area of the continent. The West is
socially and culturally diverse, but not significantly more
so than, say, Toronto or New York.*

The reliable distinction is historical. The North Amer-
ican West was the first region settled by two newly emer-
gent forces: transnational corporations and strong central
governments. The result was a region deeply imprinted by
industrial capitalism. Western landscapes were fundamen-
tally shaped by the railroad, mining, forestry, and fishing
industries, and by the federal subsidies and foreign capital
that made exploitation possible. Conversely, the West also
has the most public lands. It has more parks, wilderness
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areas, federal forests and ranges, crown lands, and military
spaces than anywhere but Canada’s Far North. When we
restrict our gaze to lands that can be developed (and thus
contested) in many different ways, however, the West is
not essentially different from the East. It is historically dif-
ferent because of its public lands.’

That difference matters in environmental contests be-
cause the nature westerners covet is far more likely to be
publicly owned than anywhere else on the continent. For
developers, the West is an immaturely tapped resource,
its stores necessary for progress and profits and its riches
unnecessarily idle. For environmentalists, western nature
is more often a wilderness, places that represent vestigial
ecologies and romantic landscapes. Trees, minerals, and
rivers inspire fundamentally different visions. In the last
quarter century we have seen simultaneous efforts to re-
institute offshore drilling and to tear down dams, to un-
leash mineral exploration and to create massive habitat
zones. In the East the primary mechanism for protecting
habitat is the land trust, a legal and economic tool de-
signed to negotiate interests on private lands. In the West
the preferred tools are courts and rule-making processes,
and agendas operate on grand scales. Instead of land trusts
we see the Great Bear Rainforest and Greater Yellowstone
Ecosystem, the Southern Rockies Ecoregion and the
Yellowstone to Yukon Ecoregion, the Boreal Forest Con-
servation Framework and the colossal Wildlands Project.®

Critical to understanding such developments is rec-
ognizing the role of history. Western ecosystems are no
less shaped by human history than eastern regions, and
western nature is hardly more important than eastern na-
ture. The West is not essentially more natural. Rather, the
historical convergence of western and federal expansion
created landscapes in which a lot of land was reserved for
later. That is the ultimate significance of public lands. In
the nineteenth century, corporations viewed those lands
as fungibles, financial leverage, and market empires; con-
servationists focused on resources to be stewarded; preser-
vationists saw the sublime. The divergent views persist, yet
they also share something in common: All seek a chunk of
western nature because they can, because the nature they
desire is still in the public domain, still up for grabs. That
is what distinguishes West from East.’

Although the North American West is a coherent
geopolitical unit for discussing environmental contests,
it fractures on the details. Take for example the issue of
communities. Although Canadians occasionally ignore
locals, such as when environmental groups and timber
companies secretly divided the central British Columbia
coast in 2000, or the debates over salmon farms, gener-
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ally Canadians give more attention to local consequences
than do Americans. Initiatives such as Simon Fraser
University’s Centre for Coastal Studies, the University of
British Columbia’s “Back to the Future” project, and the
University of Victoria’s “Coasts Under Stress” have placed
smallholders at the center of environmental research and
policy making. Similar efforts in the U.S. operate only at
the watershed scale, and these organizations have few re-
sources, no enforcement powers, and are usually ignored
and spurned by corporations, mainline environmental
groups and government regulators.®

Conversely, and somewhat paradoxically, western Ab-
original peoples enjoy greater support in the U.S. than in
Canada. That is partly because Britain did not make treat-
ies in the Far West, partly because the U.S. Supreme Court
dramatically clarified Indian treaty rights in the 1970s.
That matters because all Aboriginal people face strong
opposition when they try to claim western nature. In the
Pacific Northwest, non-Indians and the states still oppose
Indian treaty fisheries, most spectacularly in 1999 when
the Makah asserted their right to hunt whales, but federal
courts have been unambiguous about these rights. That is
not yet the case in Canada. The 1984 Guerin ruling and
1990 Sparrow case defined some rights for western First
Nations, but the proper American analogs to these cases
are U.S. v. Winans and Williams v. Seufert Bros. in 1905
and 1916, respectively. The 2003 Anderson case, in which
non-native fishers alleged racial privileges on the Fraser
River before a sympathetic judge, underscores the separ-
ate paths of Aboriginal rights in the two nations. These
arguments died in the U.S. courts in 1979, but they are
still very much alive in Canada. Thus while native land
claims are moving forward in British Columbia, albeit at
a pace slightly slower than the Columbia Icefield, right
now American Indians are a generation ahead of Canada’s
First Nations.’

Politicians are another destabilizing factor in compar-
ing Canada and the U.S. While administrators enforced
environmental laws selectively on both sides of the border,
they have done so in no consistent way. In the U.S,, fiscal
conservatives, anti-government groups, and the just plain
venal have sought a fire sale of the public domain since
1980. Each incoming governor and president reinvents
the environmental policies and rules of his predecessor,
and the current federal administration and Congress have
rendered wilderness meaningless with the decision to drill
in the Artic National Wildlife Refuge. Politicians in Can-
ada have been less imperious, yet both the left and right
in British Columbia have embraced salmon farming de-
spite a transatlantic legacy of environmental and economic
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misery, and both provincial and federal authorities have
pushed offshore drilling. Meanwhile, most western states
prohibit salmon farms, and drilling has been anathema
since the Holly Platform blew out in the 1969 spill off the
Santa Barbara coast, a spill that continues to this day."’

In many cases westerners have strong views on these
issues, and their battle lines now seem like an old western
movie—on one side stands Good, on the other Evil. That
is often because of deductive positions and a belief that
opponents are corrupt or benighted, but keeping score is
tricky. The divide shifts from issue to issue. On abstract
themes like wilderness and species protection, views often
run along party lines, but the terrain gets slippery when it
comes to specific issues. In the case of salmon, for example,
the urban, educated, and young side with salmon; the rural
and old side with dams. Coalitions morph repeatedly, de-
pending whether the battle is over owls, marmots, sucker
fish, wolves, trees, or what-have-you. The one constant is
opportunity. Opponents are usually adversely affected by
species protection; proponents often benefit in some ma-
terial or cultural way. Each accuses the other of selfishness,
but the labels are usually much more extreme: Loggers,
irrigators, fishers, and miners are rapists; environment-
alists are spoiled; and everyone is irresponsible. As the
discourse devolves into fundamentalisms, the Hollywood
West seems alive and gunning again.!

Pundits in Canada and the U.S. reinforce this dichot-
omy by portraying contests as collisions between the Old
and New Wests. From Banff to Boulder and Sedona to
Squamish, we are supposedly seeing a struggle between an
extractive past and a playful future. This dichotomy seems
to tell us very clearly who stands for nature and progress.
The black and white hats are obvious. Unfortunately, they
are not very illuminating. For one thing, it is not clear what
is new about the New West. Extraction is accelerating to
cater to the developments that accompany change, yet the
service industry has been around since railroads arrived.
Nor is it clear what is western. Similar changes are affect-
ing New England, the St. Lawrence, and Chile.

A better framework for understanding these phenom-
ena is gentrification. The old claims on western nature
have not died. People still avidly consume western water,
minerals, and timber, but an adjustment is underway as
people with more than average education and fiscal re-
sources renegotiate the spaces of work and play. Principled
concerns about biological diversity are mixing with desires
for recreation in a struggle that stretches from Yellowstone
and Banff to mountain biking and ecotourism. What binds
these contests and makes them distinctly western is that
the vast majority involve public lands, and that everyone

thinks he or she has a stake in, and a right to claim, these
resources. The contingencies ensure that this is more than
one endlessly repeating story—the details matter—but let
us not lose sight of how public lands also make the West
a transnational region when it comes to claiming nature
in North America. The West is different, and those dif-
ferences help us understand what is American, what is
Canadian, and what is western.
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Keynote Address:
Convergence and Divergence in the

Canadian and American West

Ken Coates

ews reports through 2005 have emphasized
‘ \ ‘ Canadian and American differences. The USA
is mired in an increasingly unpopular military
adventure in Irag; Canada refused to send troops to sup-
port the initial invasion and has stayed aloof since. Liberal
Member of Parliament Caroline Parrish bitterly attacked
President George W. Bush and Americans in general and
received only a gentle rebuke, until her criticisms turn on her
own Liberal Party leader and Prime Minister Paul Martin. A
messy and complex softwood lumber dispute has Canadian
politicians considering retaliatory measures—such as selling
wood and oil to China instead of the United States—against
the American refusal to abide by NAFTA rulings. Michael
Moore mocks his own country in a series of popular docu-
mentaries, praising Canada for its different approach to
contemporary affairs. And so the list goes, of conflicts,
controversy, criticism and sniping involving Canada and
the United States, although not yet enough to overshadow
the fact that Canada-USA trade is the largest commercial
relationship between two countries in the world.

The opportunity to reflect on the nature and future
direction of relations between the Canadian and Amer-
ican West presents a variety of challenges. Despite the
best efforts of a small but enthusiastic band of border-
lands specialists, detailed understanding of cross-border
influences and connections remains surprisingly slight.
Canadian scholars, while professing fascination with the
United States, have devoted comparatively little attention
to Canadian-American relations. American borderlands
specialists—a much larger number—emphasize the Mex-

ican border region and the complex interactions between
Mexico and the Hispanic-dominated areas of the south-
ern United States. What follows is very much an over-
view, a high level reflection on the nuances and nature
of interaction along the Canada-USA border. It focuses
on two simple questions. Are Canada and the United
States drawing together or pulling apart and, related to
the first, are there substantial regional variations in the
Canadian response to the United States of America? The
answer is complex, with elements of both convergence
and separation deeply ingrained in the history of western
North America.

Patterns of Convergence

The western half of North America has long been knit
together through a shared geography and a variety of for-
ces of integration. It is useful to begin by recalling that
the Canada-USA boundaries in the west (largely the 49*
parallel and the 141* meridian, with a few juts and bumps
involving British Columbia) are artificial constructs. The
borders were imposed by diplomats who, in turn, were
sharply influenced by economic considerations. The use of
straight lines for much of the boundary lines ensured that
geographic considerations were not taken into account. As
aresult, the vast western plains were split along an imagin-
ary and otherwise irrelevant line. And the Yukon River
basin in the Far Northwest and the Columbia River valley
in the Pacific Northwest were divided between Canada
and the United States. The boundaries showed no respect
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for Aboriginal territories; many indigenous groups have
their traditional lands bisected by an international bound-
ary, a decision that subsequently would play a major role
in shaping the history of these societies.

Several of the major economic sectors in the West de-
veloped across what became the national boundaries. The
Hudson’s Bay Company (HBC), for example, operated
throughout the region for several decades, with company
posts located on British territory well south of the 49
parallel and on Russian lands west of the 141* meridian.
Boundaries were gradually enforced, requiring the HBC to
make special arrangements with the Russian American Fur
Company for access to the Alaska panhandle and, later, to
remove their posts from American territory and retreat
onto British/Canadian lands. There were close connections
in the mining sector, as well, as American prospectors,
developers, and trade unions followed the westward and
the northward thrust of the continental mining frontier.
The British Columbia and Klondike gold rushes were as
much American phenomena as Canadian ones, an exten-
sion of the American gold mining frontier. So, too, was the
rapidly expanding hard rock mining industry in the late
19% century. Prairie agriculture followed a similar path;
many of those who settled in western Canada came north
from the United States. American forest companies played
important roles in the development of British Columbia’s
timber resources, and United States companies were also
involved, although not exclusively, in the early stages of the
oil and gas industry in Alberta. American capital, workers,
and technology figured prominently in the development
of Canadian resources (there was a smaller flow in the
opposite direction), thus serving as an important force of
convergence between the countries.

The military, typically seen as a major source of disson-
ance between Canada and the United States, has actually
served as a significant integrative influence. During World
War II, for example, Canada and the United States united
against a common foe, and embarked on a series of con-
tinental defense projects. The Alaska Highway, Northwest
Staging Route and CANOL pipeline and refinery projects
never figured prominently in the prosecution of the war
effort, which turned dramatically after the defeat of the
Japanese fleet at Midway in 1942. What is more significant,
perhaps, is that more than 40,000 American soldiers and
civilians flooded into the region to work on the projects,
transforming large portions of northern Alberta, the Mac-
kenzie Valley, northern British Columbia and the Yukon in
the process. After World War II, Cold War militarization
resulted in the development of the Pine Tree and Distant
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Early Warning lines, linking Canada and the USA once
more in the defense of the continent from foreign attack.

The movement of people across the Canada-United
States border has long been a key feature in Western life,
linking the countries in important ways. Americans mi-
grated North in search of land and prosperity after the
era of free land ended in the United States. Miners, log-
gers and settlers also moved north into British Columbia.
From the middle of the 19" century onward, a significant
stream of Canadians sought greater opportunities south
of the boundary. The current anxiety about a Canadian
brain drain to the United States, offset by what optimists
describe as a brain gain through American migration
to Canada, is part of a long-standing national concern
about the southward movement of economic migrants.
The American migrants brought ideas with them from
their country of origin, spreading everything from rad-
ical unionism (through the Western Federation of Miners
and One Big Union) to beliefs about the rights of women
and local political action. More recently, American-style
opposition to gun control and support for tax and pol-
itical reform have found fertile ground in the Canadian
West. It is, conversely, not surprising, that support for
Canadian-style social welfare programs has long been
most pronounced in the border states, fed by migrants,
personal cross-border ties and the flow of ideas because
of proximity and regular contact.

The region has been linked across the border by a long
legacy of law-breaking. Most recently, emphasis has been
placed on the Canadian drug trade, including the move-
ment of billions of dollars of British Columbia Bud (ma-
rijuana) into the United States. But in the past, migrants
passed routinely across the largely undefended western
border, most often immigrants to Canada sneaking into
the United States. During the post-World War I Prohibi-
tion era, rum runners used Canada as a production centre,
even though Canadian regulations prohibited the sale of
alcohol in the country, and established a vigorous, oc-
casionally violent cross-border trade. In a modern twist
on the movement of drugs and alcohol across the border,
Americans seeking to avoid high priced pharmaceuticals
in the United States routinely cross into Canada (often
times electronically, through Canadian Internet pharma-
cies) to purchase cut-rate generic drugs. And, in the most
high profile example of integration through law avoidance,
thousands of Vietnam-era draft dodgers crossed into Can-
ada, many spending years in the country before President
Jimmy Carter’s amnesty program permitted an easy return
to the United States.
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The Canadian and American West have also been
linked through an extensive and long-established tour-
ism trade. Banff, in the Canadian Rockies, was among the
first tourist destinations developed in Western Canada
and the community attracted a steady stream of American
travellers. So, too, did the Yukon River basin, particularly
during World War I when vacation cruises to Europe were
suspended and when the mystique of the Klondike re-
mained high. In more recent times, the lucrative west coast
cruise ship industry, based in both Seattle and Vancouver
with many travellers heading to the Yukon and Alaska,
or both, has highlighted the region as a whole, with little
reference to national differences. The modern ski indus-
try, in contrast, spans the border, with the often wealthy
visitors moving freely between prime resorts in the West-
ern United States and Western Canada, particularly to
the growing ski mecca of Whistler, British Columbia. If
many Americans have come north for skiing, it is hardly
surprising that tens of thousands of Canadians have, for
decades, traveled south for the winter sun. In many loca-
tions in Hawaii, California and Arizona, Canadians make
up a significant percentage of the total population and
contribute substantially to seasonal tourism businesses.

Forces of Separation

It is equally true, however, that the forces of integration
are offset by powerful countervailing influences. Begin-
ning with the path-breaking studies of Seymour Lipset,
scholars and commentators have identified profound and
important differences in values, assumptions, attitudes and
behaviour between Canadians and Americans. Canadians,
often point smugly to what they think are American at-
titudes toward guns, race, and the military, and mock what
they see as a minimalist social safety net and excessive vio-
lence. Americans, when they spend much time reflecting
on the Canadian situation, make fun of Canadian winters,
the comparatively limited free enterprise spirit, an over-
dependence on government, and a significantly lower stan-
dard of living. The differences are real, however, and serve
as contemporary manifestations of historical processes.

The border itself figures as a force of separation. When
the boundaries were established between the United States
and what was in 1849 western British North America, little
was done to enforce the border. People, goods and resour-
ces moved easily. Even after the extension of Canada into
the West, the border remained largely unguarded. The
vast western plain was overseen by only a small number
of North West Mounted Police officers, and the United
States devoted few resources to checking movements from

North to South. At times of conflict and uncertainty—
during the American Civil War, the Klondike Gold Rush,
the turn of the century Asian immigration boom, and
the Prohibition era—national governments stepped up
border security, but even then at only a minimal level.
Avoidance of authorities was easy. After World War II,
concerns about military and economic security resulted
in a slow expansion of boundary enforcement through
the establishment and maintenance of regular border
crossings and, as time passed, the use of enhanced tech-
nology to prevent unwanted people from moving across
the border. The current terrorism-driven improvement
of border security and the introduction of a requirement
that travellers have passports to enter the United States
(effective in 2007) will further highlight the differences
between the two countries.

There are many other sources of separation in evidence
in the history of the western borderlands. The countries
have experienced different patterns of settlement, with
Asian migrants figuring more prominently in Western
Canada (particularly British Columbia) than most parts
of the western United States. Intense inter-regional com-
petition—between Vancouver and Seattle over control of
the Klondike trade, lumber companies and, in the current
period, movie-making firms—has engendered cross-bor-
der rivalries and, on many occasions, antipathy. The very
different levels of understanding and misunderstanding
between the countries contribute to the sense of differ-
ence. Canadians appear to react to American stereotypes
as much as American reality; the United States, in turn,
simply tends to ignore Canada and Canadians, beyond a
benign view of the country as the 51 state, though there
is increasing hostility of sentiment from the American
political right. The political cultures in the two countries
are radically different. Canada is as unlikely to produce
a George W. Bush as the United States is to produce a
Pierre Elliott Trudeau, although a significant number of
Western Canadian politicians are clearly influenced by
political trends, techniques and values from south of the
border. Either, however, might well produce a Paul Martin.

Distinctiveness is highlighted by direct action, in
the form of protectionist political measures aimed at
the neighboring country and broad patterns of national
behaviour, such as the Canadian welfare state and na-
tional medical care system. Canadians have long been self-
righteous about American race relations, offering sharp
criticism of American treatment of African Americans
while paying little heed to the legacy of racism directed
at Canadian Blacks, Asian migrants, and First Nations
people. Separation is encouraged by broad values, such
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as American entrepreneurship and Canada’s much more
risk-averse attitude, by Canadian collectivism and Amer-
ican individualism, by the National Hockey League and
the National Football League. In some areas, such as en-
vironmentalism, Western Canadians pride themselves on
being the birthplace of international protest movements,
notably Greenpeace, without recognizing that the United
States has, particularly in the West, a much better record of
protecting natural spaces and wild species. Separatism can
be, therefore, based on misunderstanding and stereotypes
as much as reality. Much can be learned from the fact that
one of the more popular Canadian television shows in re-
cent years, “This Hour Has 22 Minutes,” regularly featured
a segment where a Canadian journalist visited the United
States to prove how ignorant Americans were of Canada. It
proved to be easy pickings—there were Americans willing
to protest the polar bear hunts in Regina, Saskatchewan
and to complain about the closure of Canada’s only univer-
sity—but that Canadians would laugh uproariously at the
ignorance of their country by their dominant neighbour
speaks volumes about national insecurities and patterns
of misunderstandings.

A decade ago, at the height of the dot.com boom and
the globalization euphoria, political scientists earnestly
debated the end of the nation-state, an idea that appears
to have faded quickly. Nations continue to matter in North
America as elsewhere. Borders are being strengthened,
not weakened, and fortress mentalities might well be close
behind. North American academics have contributed
less to the debate than they should have. Scholars tend to
work in national circles, funded by national agencies with
clear national priorities. Borders, in this instance, become
blinkers, blinding researchers to the subtle and powerful
cross-border linkages and tensions which are key elements
in the history of North America. Cultural globalization is
not as one-sided as commentators often believed. Only a
short time ago, the ascendancy of the National Football
League, with a large following in Canada, seemed to pres-
age the collapse of the unique Canadian Football League.
But the CFL survived and has returned to a measure of
prosperity. Popular cultural influences, from Starbucks to
Survivor to American Idol, feature prominently in Canada,
but do not submerge an interest in things Canadian, such
as the development of a imitative Canadian Idol program.
And Canada exerts considerable influence on American
culture, in the form of writers (Margaret Atwood), com-
edians (Michael J. Fox, Jim Carey and others), musicians
(Alanis Morissett, Celine Dion, Avril Lavigne, and Bryan
Adams) and numerous actors, producers and screenwrit-
ers. Canadians gorge on American television and radio,
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but they do not necessarily surrender to it. Few Canadians
think that Law and Order depicts a Canadian scene or that
CSI is based in Calgary instead of Las Vegas. American
programming, from FOX News to Howard Stern, finds a
Canadian audience, but perhaps with the effect of reinfor-
cing differences as much as creating convergence.

It is impossible to determine the precise balance be-
tween convergence and divergence in Western North
America, just as it is difficult to ascertain the power of
historical and contemporary processes of separation and
integration. The countries are different, they appear dif-
ferent, and they both celebrate their differences; but, to
put the matter another way, Seattle is probably closer to
Vancouver in many cultural respects than it is to Miami.
Calgary is clearly more like Dallas than like Halifax, Nova
Scotia. But Whitehorse in the Yukon, a quintessentially
Canadian government town, is a markedly different place
than Fairbanks, Alaska, and shares much more in com-
mon with St. John’s, Newfoundland than with Bismark,
North Dakota. Geography makes Western North Amer-
ica similar; history has ensured that they are closely con-
nected and, at times, quite integrated; but the imperatives
of national culture and national values are very strong
and have ensured that Western Canada and the West-
ern United States remain very different places indeed.

Reflections on the Future

Historians, benefiting from the clarity that accompanies
the passage of time, shy away from reflecting on the future.
This disciplinary caveat notwithstanding, a few observa-
tions on the prospects for the coming decades seem ap-
propriate. It does appear, for instance, that Western Can-
ada will become more American, and less like the rest of
Canada. It is in the west that the battle against gun control
is the strongest and where opposition to special rights for
Aboriginal people is most strident. Educational reform is
more advanced in the west through private charter-type
schools, the establishment of private universities, and with
increased migration between the two countries. While
it is well known that there are thousands of Canadians
living, permanently or seasonally in the Western United
States, less attention is paid to the growing number of
American property owners in Greater Vancouver, Cal-
gary, Whistler and the Gulf Islands of British Columbia.
The western standard of living, and the expectations about
future prosperity, better approximate American conditions
than in much of the rest of the country. Finally, Canadian
observers are well aware that right of centre politics and
ideology is much stronger in Western Canada than East
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of Manitoba, and American-style arguments and values
increasingly suffuse political life in the region.

While Western Canada, more than the rest of the
country, is clearly interested in emulating aspects of the
American experience, there is little evidence that the in-
terest runs in both directions. At a time when Canadians
continue to obsess about the United States, Americans
appear to be losing interest in Canada. Britain has replaced
Canada as a favoured ally, because of Tony Blair’s unbend-
ing support for the Iraq war, and American commercial
interests focus on the threats and opportunities present in
China. On borderlands issues, Mexico attracts the lion’s
share of attention, although the American obsession with
the threat of terrorism has resulted in the representation of
Canada as a haven for those who would attack America. At
the same time, American protectionist sentiment appears
to be growing, with concerns routinely expressed about
outsourcing of professional jobs (largely to India) and
competition with U.S. producers. Furthermore, the United
States has never had much difficulty getting what it really
wants out of Canada—primarily resources and cheaply
produced automobiles—and there is little evidence that
this will soon change, despite occasional Canadian bra-
vado about retaliatory trade measures.

Perhaps the final piece of the puzzle—stepping well
away from historical analysis into political punditry—is
that Western Canada appears to be stepping further and
further away from the rest of the country. The lines of
division are noticeable, particularly as the west enjoys a
resource-based boom and doubts circulate about the vital-
ity of the eastern economy, particularly in Québec and the
Atlantic provinces. Several polls have identified significant
separatist sentiment in the West, higher support in some
instances than separatism enjoyed in Québec a decade
before the election of the Parti Québécois. The continued
political isolation of the West—a region enraged by the
revelations in the Gomery Inquiry and perplexed that Lib-
eral support has rebounded in Ontario—does not auger
well for the West’s place within Confederation. America
does not beckon. It is not as though the Americans are
looking, as they once did, for a chance to extend their
influence northward into British Columbia and Alberta
(the social democratic provinces of Saskatchewan and
Manitoba would hold little attraction for the USA). And
Western Canada, even as it becomes more American-like
over time, is still far removed culturally, economically,
socially and politically from the United States of Amer-
ica. Clearly, the decade to come promises to bring both
convergence and divergence in Canada- America relations,
and uncertainty about the place of Western Canada both
in Confederation and within North America.
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The Importance of Northern Issues
in Foreign Policy

Lassi Heininen and Heather Nicol

Introduction

n recent years, Canada and the United States find
Ithemselves increasingly on opposite sides of the fence

in the international arena. Canada’s opposition to the
application of the Helm’s Burton Act with respect to Cuba
and its opposition to the U.S. war in Iraq are obvious ex-
amples. There are other places, moreover, in which Can-
ada-U.S. interests are sharply divergent—in the Arctic,
for example. Here, some U.S. policy-makers have taken
issue with Canada’s approach to sustainable development,
charging that Canadians have placed undue emphasis on
indigenous peoples and have brokered vague ideas about
development and civil society which are untenable, even
unacceptable, from a traditional state-centered perspective.

In her analysis of divergent U.S.-Canada Arctic dis-
course and interests, Keskitalo (2004) suggests that the
cold war legacy, its resource-utilization and military se-
curity discourses, and the divergent frontier and iden-
tity myths of Canada and the U.S. are, in large measure,
responsible for continuing a legacy, or a clash, of differ-
ing visions concerning the definition of the Arctic region
environmental protection and security." The reason, she
suggests, is related to the changing nature of Canada’s
engagement with the Arctic. Originally the circumpolar
region held significance for Canadians as a symbol of the
distinctive northern orientation of Canada’s national cul-
ture and its history of survival against all odds—not only
in a physical world of ice and snow—but also in terms
of holding the line against the larger forces played out in

the cold war and even against U.S. military and economic
domination. Recently, however, the Canadian perspec-
tive has changed, emphasizing Aboriginal rights and in-
digenous empowerment and, in many ways, the Canadian
North has become the testing ground for new definitions
of indigenous autonomy. At the same time, however, the
north remains critical to Canada’s national and sovereign
territoriality and has seen renewed currency as a frontier
with the U.S. as new ecological, security, and resource util-
ization issues transcend borders. That has resulted in the
need to develop a northern foreign policy which responds
not only to indigenous issues, but to the fact that the Can-
adian Arctic is increasingly part of a more global space.

The Arctic as a Region for Foreign Policy

Itis clear in the twenty-first century that Canadians are not
alone in their northern focus. In the 1980s, for example,
Mihail Gorbachev? called for cooperation in the Arctic,
while in the early 1990s, Nordic countries—especially
Norway and Finland—defined their versions of northern
policies. As a result of these and other similar initiatives,
1991 saw the signing of the Arctic Environmental Protec-
tion Strategy (AEPS) among eight Arctic states (Norway,
Finland, Canada, the U.S., Sweden, Russia, Denmark, and
Iceland). The AEPS was to meet regularly after that with
the view in mind of crafting policies which would increase
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the protection of the Arctic from environmental degrada-
tion through a process of coordinated cooperation.

The AEPS was clearly an environment-focused initia-
tive which, through the AEPS Task Force on Sustainable
Development, was able to expand its activity into other
aspects of multilateral decision-making in the North. In-
deed, the momentum created by the AEPS consensus on
resolving northern development challenges was eventu-
ally to create the impetus for the formation of the Arctic
Council in 1993. The AEPS Task Force on Sustainable De-
velopment was thus transformed into the Arctic Council’s
Working Group on Sustainable Development, whereas
the Arctic Council assumed a new role in overseeing and
continuing the work of the AEPS with a broader and con-
tinued focus on foreign policy.

All of these events have contributed to a recasting of
the politics of the circumpolar region. Not least important,
has been the fact that development of the AEPS, the for-
mation of the Arctic Council, and other similar northern
initiatives, spurred the EU to develop its own “northern
dimension” in foreign policy. The EU’s “northern dimen-
sion” was to deal with problems specific to its “Arctic
Eight” member states (Northern European countries
such as Norway, Iceland, Sweden, Denmark, Finland), as
well as with neighbouring Russia, Canada, and the U.S.
This initiative included EU participation in broader in-
itiatives and agreements covering the circumpolar north,
such as the Arctic Monitoring and Assessment Program
(AMAP—established in 1991 to “monitor identified pol-
lution risks and their impacts on the Arctic ecosystem”),’
the initiative for protection of the Arctic Marine Environ-
ment (PAME), a program for Emergency Preparedness
and Response (EPPR), and an agreement on the need for
the conservation of Arctic Fauna and Flora.*

The growing importance of the north thus encour-
aged the EU’s recognition of a broader process of global-
ization in keeping with its other northern neighbours
and member states.’ It was also in keeping with broader
developments throughout the North, where the ultim-
ate shape of regionalism and region building within the
Arctic is reflective of a new internationalism based upon
such issues as sustainable development and indigenous
representation, rather than of the old security discourse
of the cold war. While it may represent the beginning of
a new North-South metaphor concerning dependency
and development, it also represents, to some extent, the
beginnings of a new East-West dimensionality among the
countries of the Western Hemisphere.

The latter is important because there is a propensity
for Canada, Russia, the U.S., as well as the EU, to view
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internationalism through different prisms.®Indeed, in this
new circumpolar north, Canada finds itself situated in a
political and policy position bridging, yet distinct from,
Russian, U.S., and EU initiatives. Speaking from a global
perspective, Riftkin, for example, observes that Canad-
ians find themselves geographically and conceptually in
the midst of a transatlantic debate between two dominant
powers, the U.S. and the EU, where the issues turn on the
degree of international engagement which can be toler-
ated, the structure of internationalism and its relation-
ship to state-centered policy, and the relationship of the
EU to the U.S.” In this universe, within the Arctic region,
Canada’s emphasis on indigenous people’s rights remains
sharply at odds with those of American policy-makers
in Washington, and closer, although not yet similar, to
indigenous peoples issues in the EU. It is important to rec-
ognize, however, that if Arctic cooperation in the twenty-
first century is marked by a divergent and contested Arctic
discourse, that is not the “fault” of any particular nation,
but rather a fact of the comprehensive nature of the new
North, of new transnational forces which challenge state-
centered initiatives, and of the broader forces of globaliza-
tion and transnational geopolitics which ripple through
the region.

It is clear, then, that if we are to consider Canada-U.S.
relations within the Arctic, there is an even larger issue to
be considered than the immediate state of the northern
binational relationship. More and more, Canada-U.S. rela-
tions are nested in the emerging structure of the Arctic
as a distinct region in academic and political discourse
over the past two decades.® Definitions of the Arctic and
circumpolar North which have developed since the 1980s
situate the North American circumpolar region in relation
to the Nordic states and territories (Greenland, Denmark,
Finland, Sweden, Norway, and Iceland) and Russia, all
places which have sought to reinvent the Arctic as a region
in which the north has renewed sovereign, economic, se-
curity, and social saliency—or a new geopolitics and new
north-south metaphor.® So the issue is not so much “how
effective is Canada’s leadership?” or “how does American
state-centered politics raise contestations among the Arctic
States?” but how to approach the multi-faceted processes
of developing an agenda focused upon building regional
institutions to promote sustainable development and how
to structure the requisite foreign policy with respect to the
broadening and “northerning” of a transatlantic regional-
ism. In this sense, the emerging structure and geopolitical
discourse of the Arctic region is constitutive of changing
post-cold war geopolitical visions and the impact of such
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visions upon those spaces which were previously margin-
alized by security and resource-utilization paradigms.

With this in mind, this paper summarizes and com-
pares the foreign policy approaches of the major actors in
the contemporary struggle for Arctic regional definition,
exploring both the geopolitical discourse and political
structures which underlie each. Questions will be raised
about the role of respective foreign policies in promot-
ing stability and confidence building in the post-cold war
circumpolar region (including Russia) and in fostering
functional cooperation in different fields of activities. In
the final analysis, we explore the question of how Canada’s
foreign policy fits into the broader picture and the signifi-
cance of its differences, specifically when compared to the
“northern dimension” of the United States.

Northern Dimensions

Part of the reinvigoration of northern issues in recent
years has come from an emerging circumpolar perspective
which is based upon a new, multinational, geopolitical dis-
course. Geopolitics have, of course, always played a dom-
inant role in defining the relations between ‘North’ and
‘Soutl’—contributing to the structure of the relationship
between the Arctic and the outside world— if by geopol-
itics we mean both traditional security-policy and military
discourses (particularly the “technology model”) and the
geopolitical discourses of natural resource utilization (the
“resource model”). If so, it is important to recognize that
the new geopolitical discourse and a new set of foreign
policy practices and themes are very specific concerning
the need for achievement of the broad goals of “human se-
curity” and “sustainable development” within the circum-
polar north—that is to say a globalized “human secur-
ity” geopolitical discourse or model has now emerged.'’

Correspondingly, over the past decade or so, the idea
that there is a distinctive “northern dimension” has gained
currency in Northern Europe and the EU, Russia, Canada,
and to a lesser extent in the U.S. That is because, in context
of a post-cold war period, transboundary cooperation in
the North, coupled with a new emphasis upon regional-
ism, has shifted the basis for international cooperation. We
saw that, in Europe, the concept of a northern dimension,
initially developed in Finland, gained acceptance as a basis
for foreign policy development in the political agenda of
the European Union." In Canada, the story is somewhat
different. Although the idea of a northern dimension to
foreign policy can be traced back to the 1940s, in terms
of its development as coherent strategy the concept really
remained dormant until the late 1980s and early 1990s, at

which time new attitudes and a new receptivity towards
indigenous cultures were incorporated into Canada’ polit-
ical agenda.'* That culminated in the development a ‘north-
ern dimension’ for Canadian foreign policy—as an explicit
set of ideas and approaches to northern Canada and its
neighbours, which were to differ from those of the South.

In the United States, however, the northern dimension
was not part of normative geopolitical discourse—except
as it was synonymous with Alaska—until the cold war
when it assumed geostrategic proportions in the fight
to contain “communism” and construct the DEW Line.
The heightened geostrategic sensitivities of the cold war
were to structure U.S. attitudes towards the Arctic and,
indeed, U.S.-Canada Arctic relations for decades to come.
Americans looking north tended to see the region as a
foreign place rather than a national frontier, a depopulated
place synonymous with the ends of the earth. Perhaps that
is why, after the end of the cold war, when the first U.S.
northern policy “North European Initiative” (NEI) was
launched in 1997, it referenced a northern, but “Europe-
centred” and “strategic” policy framework. The NEI's
goal was to support democratic society in Eastern and
Northern Europe, specifically in the Baltic States, rather
than within the North American circumpolar regions. In-
deed, the NEI was directed toward the Baltic Sea region
and Northwest Russia with the aim of supporting the de-
velopment of democracy and civil society, specifically in
Estonia, Latvia, and Lithuania." It was not particularly in-
terested in the circumpolar world of North America, thus
giving a slightly different twist to the concept of “northern
dimension” and situating it squarely within the realm of a
foreign policy for those “out there”

As for Russia and its predecessor, the USSR, the idea
of a northern dimension to foreign policy developed
somewhat later. Today, in the Russian Federation, a cor-
responding political discussion of EU-Russian relations in
the terms of the EU’s Northern Dimension is underway,
stressing the importance of the North to the Russian state
in the aftermath of the collapse of the Soviet Union. Im-
portant to the latter’s development is the identification of
the need for long-term northern policy by the Federation'*
and a more academic discourse addressing the urgency of
redefining the role of the Russian North as more than a
geostrategically important resource reserve.'

In terms of the degree to which environmental issues
and quality of life could be used to develop a sense of the
need for urgency and action, the AEPS was perhaps the
most important aspect of a northern dimension discourse
during the 1990s and early twenty-first century—with its
focus on science and technology and its emphasis upon
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empirical research. There are few, if any, of the Arctic
countries which contest the need for action on environ-
mental issues. The consensus on environmental strategies,
forged by the AEPS (particularly from Finland’s efforts,
when combined with those of Canada), ultimately led to
the establishment of an Arctic Council. This consensus on
the environment was based upon a variety of considera-
tions, most of which were triggered by a series of new
post-cold war security challenges in the region. These
include the visible gap between standards in living and
environmental quality, environmental concerns raised
by global climate change and pollution, including POPs,
nuclear waste, and the legacy of the military contamina-
tion of sensitive circumpolar environments.'¢

In addition, there has been recognition of the social
context and a newly developing view of the region which
incorporates indigenous concerns in ways which were
eclipsed by the geopolitical concerns of the cold war per-
iod. Although there is division regarding the extent to
which these issues are of concern to individual countries
of the Arctic Eight and the degree to which the EU itself
is involved with any specific area," there is, nonetheless,
a common geopolitical perspective. The process can be
traced back to the impact of Gorbachev’s Murmansk
speech, which was later incorporated into the AEPS.

The Role of the EU in Defining
a Northern Dimension

From the point of view of the European Union, the North-
ern Dimension (EUND) is a framework and process for
continuous dialogue on cooperation between the EU and
its neighbours (especially the Russian Federation) and for
co-ordination, even management, of cross-border cooper-
ation across the EU borders.'® Geographically, the EUND
targets a broad and diffuse area. It extends from Greenland
in the west to Northwest Russia in the east, from the Arctic
in the north to the Southern coast of the Baltic Sea. Thus,
the European Union’s Northern Dimension is a policy to-
ward North Europe and the Arctic among the external and
cross-border policies of the European Union.

The EUND is one among the many official external,
cross-border policies of the European Union in North
Europe whose main aim is to increase stability (defined
in the sense of civic security rather than traditional secur-
ity-policy), to enhance democratic reforms, and to build
up positive interdependence and sustainable development.
The latter is a particular goal due to increasing awareness
of the highly vulnerable state of the Arctic natural environ-
ment and the threat posed by pollution and health prob-
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lems affecting people living in the high North." Indeed,
this EU position has developed from several decades of
engagement with the concept of the Arctic and the “North”
as a military and environmental problem.*

The EUND took as its starting point the external and
cross-border policies of the European Union which cover
the Baltic Sea and Arctic Sea regions, as well as Northwest
Russia—all areas with a significant northern, circumpolar
and Arctic environment—and has been implemented
within the framework of the European Agreements with
the Baltic States, the Partnership and Cooperation Agree-
ment with Russia and the European Economic Area regu-
lations.” In intent, it “addresses the specific challenges of
those regions and aims to increase cooperation between the
EU member states, the EU applicant countries and Russia.”

While the “areas for cooperation” under the EU’s North-
ern Dimension include, among others, the environment,
nuclear safety, and energy cooperation, the EUND is not
the same as the AEPS, nor does it define the Arctic Coun-
cil and the structure of regional cooperation among the
Arctic Eight. Rather, the EUND operates through existing
EU’s financial instruments, such as PHARE,” TACIS,” and
INTERREG,* to finance specific projects which provide
“added value* Initially it had as one of its important focal
points the Baltic Sea region, but more recently there has
been a shift in political focus. With recent rounds of EU
enlargement, attention has shifted away from the Baltic
Sea Region (except Kaliningrad), towards Northwest Rus-
sia, the Arctic, and Greenland. A second EUND Action
Plan has been developed and, currently, attention is now
on “cross-cutting issues” and “key priorities”*

Indeed, five key priority areas have emerged which
include: first, economy, business, and infrastructure to
promote closer integration of markets and economic in-
tegration with the Russian Federation; second, human
resources, education, scientific research, culture, and
public health to promote the development of opportun-
ities for those who live in the Northern Dimension region,
particularly in areas of science, technology, and tourism;
third, environment, nuclear safety, and natural resources
to meet some of the environmental challenges which are
well-identified and beyond the capacity of one country
to resolve; fourth, cross-border co-operation to promote
economic development and to meet requirements for so-
cial, educational, and health goals; and fifth justice and
home affairs to promote security in context of fighting
cross-border crime, human trafficking, and drugs, and il-
legal immigration.” These key priorities aim at addressing
“the special regional development challenges of northern
Europe” These include “harsh climatic conditions, long
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distances, particularly wide living standard disparities, en-
vironmental challenges including problems with nuclear
waste and waste water management, as well as insufficient
transport and border crossing facilities”?

In the final analysis, the EU’s ND ensures that EU en-
vironmental requirements posed by the AEPS and Arctic
Council are met, as well as taking necessary actions to
monitor POPs and other environmental threats. That is
evident in a heightened interest in building the capacity
for cooperation in nuclear safety and environmental issues
with Russia and the EU, its focus upon ‘sustainable de-
velopment’ in terms of resource utilization, and its interest
in ‘securing the border’ while harmonizing legislation,
standards, and procedures in the interests of protecting
and promoting civil society and environmental security.
The latter is of particular interest in the target area of the
Baltic-Barents regions.

So while the process of the EU’s ND started in 1997—
the First Action Plan adopted in 2000—the EU’s Second
Action Plan has seen greater focus on energy cooperation,
human resources, and social issues, such as education,
public health, and the environment. All of these are sec-
tors which are particularly relevant for the Arctic, and
potentially useful for sustainable development of its hu-
man populations. Clearly, northern considerations now
play a more important role than previously, and indeed,
the Arctic ‘came back’ in the Second EU Action Plan in
ways which were not present in the first plan.

Moreover, the position of the Arctic dimension seems
to be better consolidated and more central to the Second
Action Plan and the EU has adopted it as a new item in the
political dialogue with Canada and the U.S.A. Thus, the
political focus of the Second Action Plan has moved from
the Baltic Sea Region more toward Northwest Russia and
the Arctic, including Greenland, and has greater implica-
tions for transatlantic relations. At the same time, the Sec-
ond Action Plan has seen the content of the EUND change
to better accommodate partner states, each with their par-
ticular emphases. In this process the partner countries and
Greenland have been given the latitude to make many of
their own initiatives. An example of this is the Greenlandic
initiative, or the “Arctic Window;” intended to make the
scope toward the Arctic somewhat broader.”

It is important to recognize, however, that there are
some very real problems with respect to the EU’s new
emphasis upon a Northern Dimension. One of the basic
limitations of the EUND, which might prove to hinder its
implementation in some areas or act as a barrier to deeper
international cooperation is the fact that its policies have
received limited funding. For example, without permanent

financing the ND depends upon the EU budgetary process
and its own or outside financing instruments. This weak-
ness might be solved, at least in principle, with reference
to the Northern Dimension Environmental Partnership
(NDEP) financing model which is administered by the
European Bank for Reconstruction and Development
(EBRD) and its Support Fund, particularly since several
international finance institutions (IFIs) became involved
in the process.* If so, the NDEP might become that instru-
ment which will help to realize the much needed imple-
mentation of the EUND. Additionally, the EU enlargement
of 2004 might mean that the EU will be less interested in
the North and more interested in the East. Indeed Poland
has addressed its strong interest toward Ukraine and men-
tioned an idea of a common EU strategy, or an “Eastern
Dimension” of the EU, inspired and influenced by the
EUND.?! While the EUND deals with the external policy
and transboundary activities of the EU, for the period of
2004-2006, the Union has introduced the new Neighbour-
hood Programmes for its cross-border cooperation with
significantly increased resources.™

Another weakness or challenge to the success of the
EUND might also be that the EUND itself is more like
a long shopping list or key-strategies and goals, lacking
strategic priorities. For example, energy co-operation in
the Russian North is an important priority; this includes
not only oil and gas drilling, and the development of infra-
structure, but also the environment and human resources,
thus constituting a broad and diverse set of issues. As a
result of this lack of prioritizing, the variety of what have
been termed “key-priorities” within the strategy creates
a degree of vagueness and allows for some very different
interpretations. It also raises questions concerning defin-
itions. What does it mean to have the Arctic as a “cross-
cutting issue, main-streamed within each key-priority”?
What is a crosscutting issue and how would it be “main-
streamed”? One possibility would be to have an issue (like
human development) defined as a key-priority, while the
North (including indigenous peoples’ issues) becomes a
crosscutting theme. That, for example, is what the Saami
Council has proposed as one main area of significance
within the EUND.*

In spite of these weaknesses, however, and in spite of
its short history, a “northern dimension,” indicating a new
kind of policy for the Arctic Eight states and the EU towards
the North, has been attractive, so far, to the EU and North
European countries. It has also been attractive to many
NGOs and non-governmental stakeholders and interest
groups, all of which have offered and developed various
interpretations of, and proposals and hopes for, its content.
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Canada and a Northern Dimension
Foreign Policy

If the idea of a Northern Dimension for foreign policy was
initiated earlier among Northern Europeans, it is true that
Canadians have always actively engaged with the idea of a
northern dimension to Canadian nationhood. The North
has always been important, symbolically, to the definition
of nationhood and is embedded within the broader icon-
ography of Canadian nationalism. To a large extent, this
engagement was limited during the cold war period to stra-
tegic considerations based upon the more widespread view
of the Arctic as a frontier, sparsely populated by traditional
peoples living ancient lifestyles, and outside of the main-
stream of Canadian life—but also a region of rich natural
resources, as well as a “frontline” for the cold war theatre.
This attitude was to change substantially in the 1980s and
1990s as changing geopolitical concerns and definitions
of security, increased attention to environmental issues,
and a new sense of the legitimacy of the Arctic as a home-
land for traditional societies, replaced cold war concerns.
Canada was one of eight countries which signed the AEPS
strategy, but already in the late 1980s Canada found itself
actively searching to establish international umbrella-
type political forum for international cooperation in the
Arctic.** Although it took longer to establish than initially
expected, in 1996 with the support of the other members
of the Arctic Eight, the Arctic Council was formed, insti-
tutionalizing new attitudes about environmental issues
and governance in the Arctic.

That signalled the beginning of a Canadian foreign
policy approach to the Arctic which was to culminate in
a new, post-cold war emphasis upon environment, hu-
man security and sustainability in the circumpolar North,
building upon what Keskitalo suggests was a distinctive
Canadian approach to Arctic issues. The process continued
during the early 1990s, contributing to the development
of a new and focused direction for Arctic geopolitics.”
Indeed, many of the specific protocols and programs of the
AEPS were shaped by Canadian concerns; one example is
the agreement on The Conservation of Arctic Fauna and
Flora.* Yet it was also clear by the late 1980s and early
1990s, however, that in participating in the AEPS, Canada
had assumed a leadership role which suffered from the
problem that there was little in the way of foreign policy to
fall back on. The Canadian North had never been an arena
for the development of international relations, except in re-
action to very specific events which saw recognition of the
reorganization of Arctic territories. These events included
the Alaskan panhandle purchase, Confederation (and its
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requirements for territorial legitimacy over crown lands
and territories), Britain’s ceding of the High Arctic Islands
to Canada in the late nineteenth century, the events of the
cold war which prompted closer military alliance with the
U.S. in the Arctic and the establishment of the DEW Line,
and Canada’s ongoing struggle to assert sovereignty over
the High Arctic when challenged by the U.S. and other
European governments. These cases, however, where the
Arctic entered into Canada’s foreign affairs agenda were
limited and punctuated an approach to the North which
was otherwise largely determined by neglect. The Arctic
was generally incorporated into domestic and defense con-
cerns as a “frontier” or “periphery.””’ The exception to this
was, of course, the interest paid by St. Laurent in develop-
ing cooperative measures for promotion of economic and
communications development within the Arctic with the
USSR, Denmark, and Norway during the 1940s, as well as
the proposal for a regional council in the area of the Arctic
Basin, launched by Canada in 1970 in conjunction with
the Arctic Waters Pollution Prevention Act (AWPPA) and
the United Nations Convention on the Law of the Sea Treaty
(UNCLOS) then under negotiation.” Such attempts at de-
veloping a northern foreign policy were limited, however,
until the late 1980s when, after Gorbachev’s Murmansk
speech, the Arctic assumed new proportions in foreign
policy and new proportions regionally as emphasis shifted
away from maritime definitions of the region to a broader
political and environmental constituency.”

Canada’s 1998 National Forum on international re-
lations, sponsored by the Canadian Center for Foreign
Policy Development, was to change this relationship. It
focused upon “circumpolar relations” and argued for a for-
eign policy which would translate environmental concerns
into a broader set of understandings about the impact of
environmental degradation upon the North. The National
Forum observed that ideas concerning sustainable de-
velopment in the Arctic were by nature difficult to define
and translate into policies which would prompt concern
at the international level. In answering the ultimate ques-
tion “just where the circumpolar dimension is supposed
to fit in the later scheme of foreign policy;** a consultative
process, identified as a series of issues and recommenda-
tions, which were focused upon five key questions, was
inaugurated. These included does a northern dimension to
foreign policy have relevance for all Canadians? Does the
creation of an Arctic Council offer opportunities for Pan-
Arctic relations or does it simply jeopardize bilateral rela-
tions with the U.S.? Should Canada champion the rights
of indigenous peoples, even those outside the Canadian
Arctic? What is the role for the University of the Arctic?
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And should geography rather than demography establish
the basis for Canada’s foreign policy in the North?

While in 1999 Canada launched the Northern Di-
mension of its foreign policy, it is clear that even then
the answers to all of these questions were not necessarily
resolved—or if resolved to the satisfaction of Canadians,
would remain important in the sense of bilateral relations
with the U.S. That is a point to which we will return in a
moment. In the context of Canada’s goals, however, the
Canadian government observed that a clearly defined
Northern Dimension of Canada’s foreign policy would
help to establish “a framework to promote the exten-
sion of Canadian interests and values, and will renew the
government’s commitment to co-operation with our own
northern peoples and with our circumpolar neighbours to
address shared issues and responsibilities.”*! Moreover, it
would “demonstrate that our future security and prosper-
ity are closely linked with our ability to manage complex
northern issues”*? A proactive approach in strengthening
Arctic circumpolar relations, drawing on Canada’s experi-
ences, traditions and capabilities in both the domestic and
international context, will help to shape the nature and
thrust of circumpolar affairs, and Canada’s central place
therein.

The Canadian government asserted that in promot-
ing its Arctic foreign policy, it was continuing Canada’s
“long-standing foreign policy tradition” of promoting
international co-operation “in pursuit of shared object-
ives, through institution building and pragmatic problem
solving”* In doing so, however, it had “taken on, as a
new guiding theme, the protection and enhancement of
human security”* The Northern Dimension of Canada’s
foreign policy, in other words, had become the gateway
for the incorporation of new ideas about the relevance of
human security in the context of environment and civil
society. It was to be framed in reference to “the northern
territories and peoples of Canada, Russia, and the United
States, the Nordic countries plus the vast (and mostly ice-
covered) waters in between.”* Here, the Canadian govern-
ment asserted that the challenges “mostly take the shape of
transboundary environmental threats—persistent organic
pollutants, climate change, nuclear waste—that are having
dangerously increasing impacts on the health and vital-
ity of human beings, northern lands, waters and animal
life”*¢ That brings us back to the point raised at the outset
of the paper, namely that a new geopolitical discourse has
emerged within the circumpolar North which finds its focal
point in the Arctic, yet extends to cooperative agreements
and institutions outside of this region. Indeed, according
to the Canadian government, the North is now a place

where “opportunities are driven by increasingly confident
northern societies who, drawing on their traditional val-
ues, stand poised to take up the challenges presented by
globalization”* Moreover, whereas the “politics” of the
cold war “dictated that the Arctic region be treated as part
of a broader strategy of exclusion and confrontation,” it is
now clear that “the politics of globalization and power dif-
fusion highlight the importance of the circumpolar world
as an area for inclusion and co-operation”*

In keeping with this the tradition of a multilateral geo-
political orientation, the “northern dimension” of Can-
ada’s foreign policy rests upon four policy objectives, the
ultimate goal being to enhance Canada’s leadership role
on the world stage, to establish partnerships within and
beyond government, and to “engage in ongoing dialogue
with Canadians, especially northerners”* These policy
objectives are, first, to enhance the security and prosper-
ity of Canadians, especially northerners and Aboriginal
peoples; second, to assert and ensure the preservation of
Canada’s sovereignty in the North; third, to establish the
circumpolar region as a vibrant geopolitical entity inte-
grated into a rules-based international system; and fourth,
to promote the human security of northerners and the
sustainable development of the Arctic.*® Moreover, in con-
nection with the pursuit of these goals, there are also four
key initiatives which the Canadian government intends
to pursue. These include the strengthening of the Arctic
Council within a broader circumpolar regionalism, prin-
cipally in connection with promoting dialogue “among
the eight Arctic states and Indigenous northern peoples
as Permanent Participants come together to discuss and
decide on matters of common interest.”*!

If the goal is to broaden the northern dimension be-
yond a policy which deals almost exclusively with environ-
ment, the Canadian government believes that the Arctic
Council is uniquely placed to address not only environ-
mental challenges faced in the circumpolar region, but to
go beyond to face the broader challenges of developing
new opportunities and enhancing capacity for trade and
economic development, “as well as educational oppor-
tunities and employment mobility for Canadian youth
and children in the circumpolar North”**So too is the
University of the Arctic, an initiative which attempts to
enhance educational and employment opportunities, as
well as “traditional knowledge, using distance-education
techniques; and supporting the enhancement of a Canad-
ian and circumpolar policy research network, taking into
account the importance of traditional knowledge, that can
strengthen policy-relevant capacity to provide assistance
to the work of the Arctic Council” Beyond the issue of
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building bilateral relations, Canada’s foreign policy within
the circumpolar north is also oriented towards Russia and
the potential for “developing and expanding opportun-
ities to assist Russia in addressing its northern challenges
through strengthened bilateral activities and by working
with our circumpolar partners in various regional forums
and in the European Union”*

The main objectives of the Northern Dimension of
Canada’s foreign policy are also indicated by the main
themes of the recent and current Canadian dialogue and
discourse on the North and northern issues such as the
role of indigenous governance and geopolitical, legal, and
economic implications of climate change as a new reality
for Canadian sovereignty and interests in the North.*®

Comparing Canada and EU
Northern Dimensions

Canada and EU “northern dimension” policies have in
common, first and foremost, the fact of the geographic
region which includes the Arctic and North Atlantic. The
concept of a circumpolar region is mutual and overlap-
ping, and both involve Russia as some sort of target area.
In addition, both policy frameworks recognize, participate
in, and otherwise deal with, the Arctic Council (AC).

Similarly, the main objectives of the Northern Dimen-
sion of Canada’s foreign policy are security, maintaining
Canada’s sovereignty in the North, region-building and
sustainable development. Correspondingly, the main aim
of the EU’s Northern Dimension, as we have seen, is to
increase stability and civic security, to enhance democratic
reforms and to build up positive interdependence and
sustainable development, particularly urgent because the
Arctic has proven to be a highly vulnerable environment
threatened by pollution, which in turn creates health prob-
lems affecting people living in the high north. Indeed, from
the point of view of the EU, the ND is a framework and
process for continuous dialogue on cooperation between
it and its neighbours, especially the Russian Federation,
and for co-ordination, even management, of cross-border
cooperation across the EU borders. Moreover, the EU’s
ND is meant to focus on the sectors where the “added
value” is expected to be the greatest, for example, in the so-
called “priority sectors” Comparing the First and Second
Northern Dimension Action Plan (NDAP), for example,
there is, in the latter, a greater focus on energy cooper-
ation, human resources and social issues such as education
and public health and the environment.

Consequently, despite the fact that the Northern Di-
mension of Canada’s foreign policy uses many of the same
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terms as the EU, particularly the notion of “northern di-
mensionality;” the policy of the Canadian state includes
its own design and procedure. Its objectives mesh with
the EUND in terms of its recognition of the potential for
forging new bilateral and multilateral linkages with Rus-
sia, particularly in the area of defining and implementing
broad-based human security and environmental concerns.
What is interesting here is the fact that the contents of the
EU’s ND has been developed through a common process
by the EU institutions, EU member states, and the ND
partner counties, each with their particular emphases. EU
partner countries and Greenland have been given or have
earned a strong, almost equal position within the EU’s
ND. That played an important role in garnering support
from partner countries for the EUND initiative and for
its specific policies.

That, however, represents a different kind of constitu-
ency and different process of consultation than took place
when Canada’s northern dimension foreign policy was
developed. EU member countries, except Finland and
Sweden where the Saami live, do not, for example, con-
tain large indigenous populations making the thrust of
their circumpolar social agendas somewhat different in
orientation. In Canada’s case there is a heavy concern
with the indigenous component, particularly in terms of
understanding the nature of issues which affect a com-
munity of circumpolar peoples. This indigenous focus is
quite distinctively Canadian, a hallmark of Canadian state
practice, although the indigenous groups which Canada
supports are transnational. Partly that has to do with
demographic structure, but also it is a result of the fact
that Canada’s participation rests on a broader consulta-
tive process and is the end result of the three simultan-
eous levels of consultation. Indeed, Canada launched the
policy after a consultative process on three levels—with
the federal government, with territorial and provincial
governments and with non-governmental organizations
and stakeholders.*® Although the EUND is also broad-
based, it is more politically sensitive to a broad range of
transnational issues. And whereas there is always potential
for fallout between Canada and the U.S. over the degree
to which participation in the Arctic Council should move
beyond explicit environmental goals, the explicit goals of
the EUND and its NDAP have supported Canada’s efforts
to establish regional institutions. That is quite important
in achieving the ultimate goals of Canadian foreign pol-
icy, which rely heavily upon recognition of a “Pan Arctic”
space and transnational institutions.

In terms of the big picture, then, the Northern Dimen-
sion structures EU relations with Canada in specific and
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different ways than in previous decades and, in general,
fosters cooperation, particularly in the area of environ-
ment and civil society. Most specifically, for example, the
EUND Action Plan of 2004 signaled its intention to work
more closely with the U.S. and Canada. It structured this
interaction in the context of a “Transatlantic Agenda” and
a Joint Statement on Northern Cooperation with Canada.”
As we shall discuss more fully below, there is both poten-
tial for greater cooperation in terms of the Transatlantic
Agenda and potential for greater divisiveness because of
the degree to which the U.S. and Canada are linked by this
initiative. Still, in Europe, endorsement of regionalism as
a “Pan Arctic” or circumpolar event remains a realistic
possibility. It may even prove to be a new resource for
northern development. Historical and even mythical ref-
erents, including the image of the Hanseaic League and
Norse adventurers and explorers, conjure up images of
a north linked east to west by nature and tradition and
create new enthusiasm for an EUND in the context of a
broader circumpolar project. This open support of trans-
national linkages is consistent with Canadian northern
foreign policy.

The U.S. and Its Northern Dimension

The approach taken by U.S. decision-makers, at least
those in Washington, with respect to the circumpolar
North is distinctively different from that of Canadians
and Europeans, although there is overlap with the Euro-
pean Union’s focus upon Eastern and Northern European
states. The U.S. has recently revised its approach, discard-
ing the North European Initiative (NEI) and developing
an Enhanced Partnership in Northern Europe (e-PINE).
It is in its emphasis upon this aspect of foreign policy that
Canada’s approach differs sharply from that of the U.S. At
the state level, American policy-makers are less inclined
to make policies which promote a formal relationship with
the Arctic Circle. The U.S. approach to participation in
the Arctic Council, for example, is driven by a number
of specific issues rather than by a sense of geographical
regionalism. Indeed, national security, economic develop-
ment and scientific research are important U.S. interests
in the region. According to the official political rhetoric,
atrue U.S. Arctic policy “emphasizes environmental pro-
tection, sustainable development, human health and the
role of indigenous people,”® but that emphasis is specific
to U.S. peoples and places, not Pan Arctic indigenous
organizations or transnational issues above and beyond
environment. Consequently, it would be fair to say that,
theoretically, the U.S. position towards the circumpolar

region remains traditional, in the sense that it is based
upon a state-centered agenda in which security and na-
tional interests are emphasized, although with recognition
of the broader context of globalization.

Until recently, for example, within the U.S. northern
dimension foreign policy has meant, strictly speaking,
the Baltic States and “security” issues. The development in
1997 of a North European Initiative was designed to ad-
dress the issues of a new geopolitical order in the wake of
the cold war and dissolution of the USSR. Indeed, the U.S.
approach to the North can be understood as having two
very separate sets of initiatives and policy directives and
is administered under two separate State Department pro-
grams. On the one hand, the NEI and e-PINE are steered
towards foreign relations in which more general U.S. pol-
icy goals of building democratic and stable societies and
promoting free markets are met. In both, there has been a
focus upon the subnational level, with a broadening out to
include actors such as NGOs, TNCs, multilateral organiza-
tions and others, as well as a broadening out of the defin-
ition of security interests to include a broad-based concept
of human security, including “economic deprivation, en-
ergy shortages, weakness of democratic institutions, com-
municable diseases, environmental degradation, crime,
corruption and loss of cultural identity”** On the other
hand, a separate U.S. State Department program adminis-
ters U.S. participation in the Arctic Council, with virtually
no overlap in personnel, program, or policy development
between the e-PINE and Arctic Council programs. There
is no single “northern dimension” to U.S. foreign policy.

Indeed, U.S. consideration of the North American
circumpolar North suffers from a lack of a more general
or even geographical perspective, as well as a lack of focus
on human security. In contradistinction to its Northern
European approach, U.S. state interests here are not multi-
lateral and are limited almost exclusively to environmental
concerns, as evidenced by the nature of U.S. participation
in AEPS and the Arctic Council and by the structure of
“science research” emanating from American foundations
focusing on the North. Furthermore, the goals are stra-
tegic: the NEI, as we have seen, was a U.S. initiative dir-
ected toward the Baltic Sea region and Northwest Russia.
It has been touted as an effort to engage Northern Europe
in a democratic project, couched in the discourse of hu-
man security; but in reality, the NEI was most focused
upon strategic geopolitical goals such as erasing east-west
divisions by increasing stability in the post-cold war North
Europe. Its focus was on developing a plan to include the
Baltic States in NATO, to support their inclusion in the
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EU, and to engage Russia in new dialogues which would
lessen the potential for a new east-west divide to form.

Rhodes suggests that this was truly a remarkable agree-
ment which moved the U.S. away from a Westphalian ap-
proach to geopolitics and diplomacy and embraced the
concept of regionalism and human security.® It remains
difficult, however, to support the idea that a broad-based
human security discourse emerged as part of the U.S. NEI
initiative. Although the focus was in the Baltic Sea region,
the NEI was not a plan for real “region-building”. Nor is it
realistic to support Rhodes’s claim that this was a “post-
modern,” “post-Westphalian” effort in internationalism
within a borderless world. The NEI contained no sense
of a broad circumpolar region, nor did it promote efforts
to engage with nations which were geographically not
located in North Europe. The U.S. approach towards a
general Arctic environment was, instead, compartment-
alized in terms of sector by sector agreements within the
framework of the AEPS and the Arctic Council.

In terms of a northern dimension, then, the U.S. NEI
was geostrategic, state-centred, and based upon traditional
definitions of security and strategic alignments not seen
since the cold war—although perhaps a kinder, gentler
containment policy—and a part of the stability policy of
the West.®! For example, the NEI had four linked object-
ives: the need to integrate the Baltic States into a regional
network of cooperative programs, the need to integrate
northwest Russia into the same regional network, the need
to promote market-oriented development, and the need to
strengthen U.S. relations and regional ties with the Nordic
States, Poland, and the European Union.®* It promoted the
notion that security was indivisible, that “military security
and everyday human security were not two separate prob-
lems”® While to some that suggested a less traditional ap-
proach to security, with the benefit of hindsight from the
post-September 11 era security climate, the conflation
of the two is anything but “non traditional”. It allows one
to be defined in terms of the other—and then juxtaposed
as zero-sum games.

Perhaps the same can be said of the new e-PINE initia-
tive. Seemingly in its infancy and so far also poorly ar-
ticulated, it has similar, although somewhat more vaguely
defined, goals as the NEIL, although e-PINE has a different
geographical target than the NEL Its focus is clearly upon
areas on the margins of Europe and Russia in closer prox-
imity to the Russian Federation. It is difficult to see how
the initiative can be considered as “Northern” in the sense
that it does not appear to target any of the countries cur-
rently involved in circumpolar region-building. Indeed, in
terms of foreign policy, it would seem that Washington is
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less interested in the dynamics of northern civil society
today than in previous years. It also seems less interested
in indigenous society or indigenous representation than
it is in the monitoring of Arctic environment or the as-
sessment of the potential for Arctic oil reserves. Indeed,
somewhat ironically, while on the one hand its definition
of broadening the basis of civil society has recently been
modified to include private oil companies’ assessments
of environmental issues in drilling for Alaskan oil, on
the other hand, the U.S. is more interested in the Russian
North. That is due to the latter’s huge oil resources, and
this might implicate close energy cooperation between
the U.S. and Russia—which correspondingly might be
implemented by dramatic increase of oil transportation
from the Kola Peninsula to North America.

At the state to state level, the U.S. approaches the
circumpolar North from a position of hegemony and an
attitude of “what’s in it for me” Because of the state-cen-
tred focus, conceptions of a U.S. northern dimension do
not, by definition, consider cooperation with Canada be-
yond a narrow set of initiatives based upon environment
and health. In that sense, the U.S. cannot claim to have a
northern dimension to its foreign policy, nor does it rec-
ognize the need for a geographical approach to northern
environments. Its concept of northern dimension remains
an issue-based approach in which traditional security and
strategic concerns dominate.

Still, if Washington has had trouble responding to a
transnational agenda within the circumpolar North and
continues to situate itself in terms of traditional geopolit-
ical discourse and security concerns at the regional level,
there is active cooperation. Alaska is, to some extent, a
model for inter-regional and grass-root initiatives and
cooperation between indigenous and civil organizations
and universities, including the establishment of academic,
indigenous, and institutional linkages.** In recent years
there has been considerable cross-border cooperation,
ranging from formal agreements on energy, environment
and boundaries, to participation in broad-ranging initia-
tives to develop a University of the Arctic, to encourage
scientific research within the circumpolar North, and to
engage indigenous Alaskans in the process of strength-
ening civil society. The State of Alaska has identified its
interests in participation within the Arctic Council as or-
ganized around five priority areas, including finding com-
mon solutions to common problems, advancing a better
understanding of the Arctic environment, bettering the
lives of Arctic peoples, focusing on the issues of Native
peoples (as distinct from Arctic peoples), and advancing
the use of technology to deliver services to remote areas.*®
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The University of Alaska itself is active within the region,
particularly in higher education, including curricula and
applications of information technology into the Arctic
context like, for example, the Bachelor of Arctic Studies
study programme.

Alaskan participation in the circumpolar North is
through institutions which have definition in traditional
terms—state, university, research foundation, indigen-
ous peoples’ organizations—but it seems that although
there are venues for indigenous participation based upon
regional-wide affiliation (i.e. the ICC or Inuit Tapisariat),
U.S. and Alaskan decision-makers have pushed for in-
clusion of indigenous peoples on narrower terms, in the
context of their role within U.S. national or subnational
institutions—i.e. the Aluet of Alaska, with the intent of
countering a more broad-based Pan Arctic definition. Arc-
tic issues are more narrowly defined as well, mainly in the
area of environment, health, and education. Nonetheless,
the Alaskan perspective is more highly regionalized and
defines the “northern dimension” of U.S. foreign policy in
which North America is featured.

Canada and the U.S. Northern Dimension

Although there are points of similarity with the EU’s ND
approach and the U.S. NEI as a containment policy and a
part of the stability policy of the West in the post cold war
period, the focus of this paper is to discuss and compare
the ND of Canada’s foreign policy and the U.S. northern
dimension. At the subnational level, the state of Alaska
has become well-integrated into a circumpolar North,
particularly in the area of “Track II,” academia, NGOs,
and indigenous peoples’ organizations. Several problems
are apparent, however. At the state level, the U.S. inter-
est in indigenous peoples is not particularly significant
and is, therefore, a bone of contention when dealing with
other circumpolar states, such as Canada, where indigen-
ous issues are the motor behind a northern dimensions
foreign policy. Washington policy-makers struggle with
the validity of such a concept, amazed that Canadians, for
example, “let those people” who are obviously insignificant
in terms of numbers and power “make foreign policy in
the north” In this sense, it is clear that Washington ap-
proaches the North quite differently from Canada and
other circumpolar states, viewing the region as a resource
“frontier” rather than as a “homeland” It is also quite clear
that the rational for action within the Arctic is issue-based,
as opposed to geographical, something that U.S. policy-
makers are readily quick to observe.

If, as was previously suggested, the NEI (and the subse-
quent e-PINE initiative which replaced it) is a much more
strategically defined document than the EU’s ND Action
Plan, there are significant consequences for Canada’ in-
volvement in northern Europe. For example, to some extent
the NEI membership in Europe was linked to membership
in western institutions such as NATO and the EU, NATO
itself becoming re-envisaged as a “community of values”*
The European Union and other European countries have
been quick to appreciate this problem, and indeed Brown-
ing claims that there were attempts to marginalize U.S.
NEI, and presumably subsequent initiatives, for fear of
American definition and hegemony within the region.

That has implications for Canada precisely because the
EU rationale and instruments for including the United
States within a general northern dimension program was
closely associated with the rationale for including Canada.
Because both Canada and the U.S. are seen as areas in
which to cultivate a transatlantic relationship, as fears of
U.S. hegemony rose, both Canada and the U.S. suffered
from marginalization.®” Indeed, Browning asserts that “one
result of this has been that when the Action Plan came to
define the scope of the Northern Dimension, the United
States and Canada were excluded,”® which means that
they were not among the ND partner countries. Sergounin
also suggests that fear of U.S. hegemony has precipitated
reactions in which Canada, as well as the U.S., both of
which have been discouraged from institutionalizing their
presence within northern Europe, or within the EU north-
ern dimensions, except on a case by case basis.”

Perhaps, however, the biggest challenge for Canadians
with respect to the U.S. approach to a northern dimension
is that they must respond to two very different sets of poli-
cies which structure the U.S. relationship with the North.
One set is a shared AEPS program and Arctic Council in
which both Canadians and Americans (the latter most
particularly at the subnational level which includes the
state of Alaska and various U.S. NGOs) have played an
important role. Many Canadian and American institutions
have also been central to the process or region-building,
contributing to linkages between academic institutions
and indigenous people’s fora, as well as exploring the pos-
sibilities for environmental cooperation and better health
and education opportunities.

On the other hand, the formal role of the U.S., defined
by Washington, and its goals in both e-PINE and the Arc-
tic Council are clearly based upon a less cooperative note.
At the state level, there is only a tenuous link between the
promotion of civil society and human security beyond the
context of environmental issues as far as the U.S. approach
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to the North American circumpolar region is concerned.
Indeed, there is no region, no geopolitical discourse which
connects people and place outside of a fairly narrowly and
empirically defined environmental agenda. State Depart-
ment expertise consists of personnel previously assigned
to border security and the Immigration and Naturalization
Service (INS), and State Department interest with respect
to the work of the Council is limited to concern with sci-
entific, environmental, and technical issues which affect
the state of Alaska. As such, Washington’s failure to engage
on the level of a circumpolar North has been criticised by
Canadians and Europeans, but on the other hand, it has
given Canada opportunity to navigate the Arctic Council
to some extent freed from the confines of a formal and
separate bilateral relationship with the U.S. on indigenous
issues, particularly in the area of initiatives to strengthen
the role of indigenous peoples in regional government.
That includes Canadian support of, and cooperation with,
transnational NGOs such as the Inuit Circumpolar Con-
ference and the Inuit Tapirisat.

In a general sense, it would seem that the institution-
alization of the northern dimension with the AEPS and
the Arctic Council has placed Canada, as a state, in a
position of leadership concerning northern issues and
has resulted in the declining centrality of a U.S. strategic
discourse within the region. The decreasing importance
of US. strategic interests in a global north context is, of
course, offset by the importance of Alaska as a regional
subnational actor within the circumpolar region. It is here
where Canada and the U.S. appear to have great potential
to build linked approaches to environmental protection,
delivery of improved health and education systems, eco-
nomic development, and protection of traditional cultures
and lifestyles. This new regionalism redefines, not only
the relationship of north to south but, as we have seen,
structures relations between the capitals and the northern
peripheries of the eight Arctic states in ways which the
military-based security or resource utilization approaches
did not, or in the case of the contemporary U.S., do not.

Consequently, understanding of Canada’s “northern
dimension” in foreign policy and its relationship to U.S.
circumpolar strategies cannot be understood without ref-
erence to this broader framework of Arctic international
cooperation and new human security concerns. Canada-
U.S. relations are framed by the context of a multinational
circumpolar context and the framework of globalization.
At the same time, however, Canadian foreign policy has
its own set of objectives and emphases, which must be
accommodated, not the least of which is the bilateral re-
lationships with the U.S. The main question for Canadian
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policy-makers is less a question of how multilateralism
within Arctic cooperation will affect the equally important
bilateral relationship with the U.S., but rather how to situ-
ate the bilateral Canada-U.S. relationship in the increas-
ingly globalized and regionalized context of a circumpolar
north and a new “North-South metaphor”

Conclusions

In this paper we have seen that Canada’s northern dimen-
sion, while developed within a Canadian foreign policy
context, is well attuned to a broader, multilateral, or even
globalized approach to the Arctic region. The northern
dimension policy of Canada and that of the European
Union, and to a lesser extent the U.S., are similar in the
sense that their northern policies address what were pre-
viously state-centered specific national issues with more
internationalized thinking about regional cooperation.
All of these countries have a stake in recasting and inter-
nationalizing the geopolitical and territorial dimensions of
the new circumpolar region; at the same time that they are
required to translate such reterritorializations into state-
centered rhetoric and practice. It is not, therefore, simply
a problem of individual countries “fitting in” or “falling
out” in terms of acceptable practice, but a problem of re-
inventing region-building from the bottom up, with new
alignments forming as NGOs and governmental organ-
izations adapt. Seen in this way, conflict, contestation and
negotiation are necessary parts of the region-building pro-
cess, not an outcome. It is consistent with a new northern
European focus on sustainable development within the
Arctic and with the development of strengthened northern
civil society.

As such, a northern dimension for Canada’s foreign
policy appears to make sense, both in relation to the emer-
ging agenda of the EU, Arctic Eight, AEPS, and Arctic
Council, and in relationship to bilateral relations with the
U.S. Globalization within the Arctic offers new issues and
new actors and new points of engagement, and offers, it
would appear, a way forward towards a new, multicontext-
ual, and potentially post-modern approach to the Arctic
region. Moreover, the concept of Northern Dimension has
emerged not only as a consortium of ideas relating the en-
vironment, defense foreign policy and traditional culture,
but as a sort of metaphor for a new kind of North-South
relations between the capitals and the northern peripheries
of the eight Arctic countries. The North and its peoples
have emerged as a space and population where special
conditions prevailed. It is no longer a place in which gen-
eric foreign policy, developed in the South, can be applied
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with impunity. Instead, the North has become a region in
its own right. Moreover, a new geopolitics embracing and
supporting the northern dimension has emerged, con-
stituting a cooperative dialogue based upon the concept
of sustainability, environment and, ultimately, regional-
ization. This discourse provides the foundations for new
approaches to the Arctic and the circumpolar region in
general. “Briefly stated, if globalization in the North means
more integration into the larger world, then regionaliza-
tion refers to integration geared to a different approach,
one based on the point of view of the Northern Regions,
which will entail wider and deeper cooperation within
Northern regions as well as with external actors””

Indeed, since the end of the cold war, Arctic geopolit-
ical discourse increasingly includes a “northern dimen-
sion,” or a northern oriented geopolitical discourse, which
structures relations between the capitals and the northern
peripheries of the eight Arctic states in ways which the
military-based security or resource utilization approaches
did not. It has made clear that there are deficiencies in
regarding the North as a field for what used to be consid-
ered as “generic” southern initiatives, or southern solu-
tions, to the ongoing economic underdevelopment of the
region. In the area of health, education and the support
of civil society, for example, made in the South solutions
have proven instrumental in perpetuating dependency
conditions within the North. The new geopolitics and the
new metaphor of north and south within the Northern
Hemisphere are increasingly prominent in foreign policy
texts, and are based upon the idea that what is good for the
South is not necessarily good for the North. The idea that
the North might require not just domestic policies, but
international policies in recognition of the transnational
and highly recalcitrant nature of development issues, as
well as the multilateral nature of environmental, cultural
and social problems, has gained currency over the past
decade. It has been expressed by the launch of the Arctic
Environmental Protection Strategy (AEPS) and that of
the Arctic Council and the development of the European
Union’s Northern Dimension in its various forms. It has
also led to an increasing U.S. interest in what has been
termed the “Northern European Initiative,” and more re-
cently, although not so directly-related, the U.S. “enhanced
northern initiative” or “e-PINE.”

The new “northern dimension” of Canada’s foreign
policy is also part of this more general trend to inter-
nationalization of Arctic initiatives. Although perhaps
the most comprehensive in terms of its indigenous and
internationalized approach, nonetheless, what all of these
northern dimension agendas have in common is that they

have brought to the new northern geopolitical discourse,
to different degrees, some basic points of agreement. These
include the need for environmental protection, the im-
portance of traditional cultures, and the need to support
the development of vibrant civil societies among northern
populations. Such new geopolitical discourses rely upon
very new theoretical constructs which recognize alterna-
tives to traditional “unified” or state-centred foreign pol-
icy discourses at the same time that they address specific
internal or domestic concerns of constituent states. The
northern dimension is thus an approach which regional-
izes and organizes post-Westphalian ideas about inter-
national cooperation, in some cases using normative or
state-centred discourse.

In terms of the big picture, then, a Northern Dimension
that includes the Arctic and the North Atlantic and has
keen relations with North America and Russia is an inter-
esting cooperative context for the circumpolar North. As
such, it would be interesting and useful to have a compara-
tive study to search for common grounds and coopera-
tive paths and to explore policy gaps among the different
Northern Dimensions, as was, for example, discussed
in the Symposium “Northern Dimensions - Expanding
Circumpolar Cooperation.””" Indeed, this paper makes
a start in this area. It also suggests that it is important to
strengthen circumpolar connections and transnational
cooperation between Europe, North America and Russia,
and that this is area in which Canada could potentially
play a key role. That relates to the problem of finding ways
to activate transatlantic contacts by launching a proposal
for a linkage between the Northern Dimension policies
(for example, dealing with the Canada-EU, U.S.-EU and
Russia-EU summits). From the point of view of Canada
and its indigenous peoples, these issues are timely and
relevant and will give further opportunity to develop Can-
ada’s foreign policy in the near future. From a broader
perspective, that suggests that there is a potential new way
of understanding “North-South” relations which are less
hemispheric and more contextual in nature.
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21st Century Diplomacy:
Mapping and Understanding
Trans-governmental Networks

in Canada-U.S. Relations

Nadia Karina Ponce Morales and John Higginbotham

lassic diplomacy assumes that sovereign states

control international relations. All foreign—pol-

icy-related activities should be overseen by a
central government department, the “foreign ministry”.
No government department or agency nor sub national
entity operates outside territorial or sectoral boundaries.
However, when looking at the relationships taking place
across the Canada-U.S. border, these assumptions do not
apply in the real world.

Canada-U.S. relations have always been driven by a
complex set of systems and coalitions that crisscross
boundaries, whether through transactions among busi-
nesses, cross-border environmental and labour associa-
tion, or cultural and personal ties. Interaction between
governments is equally complex, given that the federal
government holds the primary responsibility for setting
Canada’s foreign policy; the provincial and territorial
governments are increasingly undertaking international
activities (and their role in implementing international
commitments undertaken at the federal level); and muni-
cipalities have increased their efforts in promoting trade
and investment.

However, facing a growing participation of non-state
actors, financial and trade globalization and the emergence
of new information and communication technologies, dip-

lomatic relations between both nations have become even
more disaggregated in the twenty-first century. Govern-
ments have adapted the management of their foreign poli-
cies and the means through which they implement them,
and while not disappearing, the central role of government
in diplomacy is being divided into more and more separate
and functionally distinct parts.

The purpose of this discussion is to address in the first
place, the changing nature of diplomacy and discuss the
role of networks in the conduct of public policy in the
international realm. In the second section of this paper,
empirical research on functional linkages at all levels in
the conduct of Canada-U.S. relations, will show how a
new “network” approach has characterized the activities
of government entities, some well beyond the purview of
the international sections of domestic departments. At
the end of this paper, some suggestions are provided for
enhancing and better supporting these networks.

New Approaches to Diplomacy:
Policy Networks

Research has documented extensively the emergence of
transnational actors and their meaningful role in inter-
national governance. Obvious consequences of global-
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ization on sovereignty and governance are often dis-
cussed, as governments no longer have monopoly of a
legitimate power over their territory; they share such
power with markets, international organizations, and
non-governmental associations. Some authors have
sought to explain the impact of internationalization in
the role of the states, and the transformation of govern-
ment into governance. As Keohane and Nye have said,
“governance need not necessarily be conducted exclu-
sively by governments and the international organ-
izations to which they delegate authority. Private firms,
associations of firms, nongovernmental organizations
(NGOs), and associations of NGOs all engage in it, often
in association with governmental bodies, to create gov-
ernance; sometimes without governmental authority.”!

Various scholars have discussed the rise of international
governance and global networks of non-state actors.? New
players have emerged, each with different allegiances, ex-
pertise and international reach. At the same time that these
new actors add complexity to the international stage, there
is an increased tendency for governments to work through
intergovernmental networks, that is, through non-insti-
tutionalized relationships between government officials.
Following Keohane and Milner, internationalization has
affected the opportunities and constraints that social and
economic actors face to best achieve their fundamental
goals.” Internationalization modifies the aggregate welfare
of countries, as well as the constraints and opportunities
faced by governments, as it modifies their sensitivity to
external changes. Internationalization alters the nature
of the policy-making process, as changes are expected in
economic policies and in political institutions.*

Scholars have attributed these shifts in part to a change
in the structure of organizations: from centralized com-
pulsion to voluntary association, from hierarchies to
networks.” Such networks can be defined in terms of in-
terdependent and relative stable relationships embracing
a variety of actors who share common policy goals and
who exchange resources in the pursuit of these goals.® An
underlying driver of the changes has been the information
technology revolution, which has significantly expanded
communication, consultation and coordination capacity
among members of networks.” This has led to the attenua-
tion of traditional authority; while far from disappearing,
governments are disaggregating more and more into sepa-
rate and functionally distinct parts where hierarchies and
networks co-exist, sometimes uneasily. According to one
noted scholar, “these parts—courts, regulatory agencies,
executives, and even legislatures—are networking with

62

their counterparts abroad, creating a dense web of rela-
tions that constitutes a new, transgovernmental order.

In terms of policy development and implementa-
tion, these networks become even more relevant as they
exchange information on a regular basis, cooperate on
enforcement issues, collect and share best practices, and
ultimately coordinate policies.’” They can be a means to
build trust and establish long-term relationships among
their participants—a key aspect of long-term coopera-
tion. Being often composed by a diverse membership and
being characterized by a non-hierarchical organization,
networks have the potential for promoting collaboration
and learning and accelerate the acquisition and exchange
of knowledge."

Academic literature has studied the emergence of
networks related to issue-specific areas, but only a few
scholars have started to analyze the role of transgovern-
mental networks as part of larger transnational networks.
Haas showed how a network of knowledge-based experts
or groups with an authoritative claim to policy-relevant
knowledge within the domain of their expertise consti-
tutes an “epistemic community”!! With the end of the cold
war, many authors claimed the emergence of a new world
order, characterized by complex, global governance, rely-
ing on networks. As Gerry Stoker has identified in his
survey of this literature, governance is about autonomous
self-governing networks of actors, and is concerned with
settling the conditions for collective action.'?

Later on, with the development of the literature of inte-
gration in the European Union, some scholars addressed
how networks provide additional, informal linkages be-
tween the inter- and intraorganizational decision-making
arenas; such linkages improve communication and trust
in order to reconcile interests (bargain) or solve a specific
policy problem. Policy networks, in the case of the Euro-
pean Union, have created a basis for common knowledge,
experience and normative orientation and have the ulti-
mate benefit of counterbalancing power asymmetries by
“providing additional channels of influence beyond the
formal structures”"’

The possibility of coping with power and resource
asymmetries explains the importance for practitioners in
the public policy area to understand transgovernmental
networks. Understanding how the bureaucratic relations
take place within and beyond state borders is key in an
international and domestic context where hierarchy is ced-
ing its place to horizontal collaboration and networking
among federal and subnational governments, corpora-
tions and nongovernmental organizations. As Anne-Marie
Slaughter says it, “as the line between national and inter-



Nadia Karina Ponce Morales and John Higginbotham

national affairs blurs, national officials find that they need
to negotiate across borders to do business they could once

accomplish solely at home”**

Policy Networks in Canada

But the external environment is not the only realm that
is subject to change. Many studies in Canada have also
examined how governments are adjusting internally to
address the challenge of “intermesticity;” or the overlap
and integration of domestic and international issues. In-
creasingly, both domestic and international departments
are adapting themselves to fulfill their mandates in an
environment characterized by a fine line between inter-
nal and external areas of activity. As the Report from the
International Policy Framework Task Force has stated,
Canada’s domestic departments are going global. For most
of them, their international spending has increased over
the last few years, as well as their activities abroad. For
example, that report states that Health, Environment,
Agriculture, Transport and Heritage almost quadrupled
their international budgets between 1993 and 2003."

Following the Task Force, the international involve-
ment of Canada’s domestic departments can be explained
not only by the formal dimension of their mandates (con-
sider, for example, the borderless nature of environment
protection and conservation), but also by the opportun-
ities offered by international activities (for example, best
practices sharing) and by the threats posed by the inter-
national environment (for example, the spread of diseases
across borders).

In a knowledge era, where technological innova-
tion grows faster than ever before, technical expertise
has become more important in the conduct of foreign
relations, which cannot reside within a single ministry.
Consequently, as the Canada Schools research on Canada-
U.S. relations states, many “domestic” departments par-
ticipate frequently in international institutions and in the
development and negotiation of bilateral or multilateral
rules. Moreover, these departments have also frequently
acquired in-house trade policy and trade development
expertise.’® Most of them have established international
bureaus or divisions to manage or co-ordinate a growing
portfolio of international activities. Actual specialists deal-
ing with international issues are thus, scattered throughout
these departments.

At the same time, Canada’s international departments
have adapted to develop closer linkages with tradition-
ally domestic issues. Foreign policy has become decen-
tralized within governments (from foreign ministries to

sectoral departments) and between governments (from
the national to subnational governments), thereby wid-
ening the circle of international affairs participants. This
trend has made foreign policy-making more complex and
has called for the need to consult more widely with other
government departments, with provinces and non-gov-
ernmental actors, which are seen as “new foreign policy
stakeholders”"’

And this obviously applies to Canada’s most important
international relation, the United States. Lacking an Eur-
ope-like institutionalized relation, an extraordinary range
of bureaucratic relations between both countries constitute
an essential mechanism for problem solving, bargaining,
and conflict resolution, even in times of tensions at the
political levels. The Canada School Roundtable’s research
has confirmed that an extraordinary range of functional
linkages takes place at all levels and in most areas in the
conduct of Canada-U.S. relations, some even beyond the
responsibility of the international sections of domestic
departments. It would be fair to say that the expanse of
bilateral activities between Canadian and U.S. officials is so
pervasive that it is virtually impossible to accurately quan-
tify all bilateral activities on a government-wide level.

In a modest, but highly relevant effort to map and
understand these linkages, the Roundtable has produced
a compendium document that provides a representative
sampling of the key channels of co-operation between the
Canadian and U.S. federal governments as well as between
provincial/territorial and state governments. The following
section of this paper presents some meaningful examples
of the way important policy sectors are handled through
informal, decentralized, non-hierarchical networks of of-
ficials from different levels of the federal, state and prov-
incial bureaucracy.

Mapping and Understanding Trans-governmental
Networks in Canada-U.S. Relations

Canada-U.S. relations have always been driven by a com-
plex set of interactions among state and non-state actors.
Indeed, the interconnected nature of both economies and
societies has meant that decisions made in one country
often have important ramifications in the other. In explor-
ing the management of Canada-U.S. relations, we focused
on better understanding the bilateral networks of govern-
mental officials. In particular, we examined the interaction
between Canadian and U.S. public servants and legislators
in federal, provincial, territorial and state governments
across a range of cross-border sectoral issues.
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The key finding in the School’s research is that the
unique strength of Canada-U.S. relations resides primar-
ily in the person-to-person linkages between officials. The
bulk of contact now takes place “beneath the surface” of
formal diplomatic arrangements through highly special-
ized and functional channels (e.g., regulators, scientists,
intelligence analysts, etc.). Interaction is largely expert-
and issue-driven, led primarily by sectoral departments
rather than central or co-ordinating agencies in the fed-
eral or sub-national governments. Cooperation generally
transcends departmental/agency boundaries domestically
and across borders.

These functional channels are the collaborative core
of the relation, as their members often gather in the same
fora, belong to the same professional associations, and
deal with the same files. Officials from both sides of the
border deal with policy questions that often cannot be
resolved by their organizations working alone within and
outside their own administration, either because of its
borderless nature or because of its political implications.
As some practitioners have expressed, sectoral experts
share more similar views with their colleagues across the
border than with most of their national peers working in
different areas. Through their interactions, officials from
both governments have a means for bridging knowledge
gaps, to ease sensitivities, and ultimately provide early
warning systems that can help prevent controversial issues
to escalate into conflict.

These person-to-person linkages take place not only
between technical and professional specialists, but also
between line managers and senior officials, including min-
isters. Legislators also meet constantly with their counter-
parts at the other side of the borders. Practitioners often
highlight the degree of informality of these relationships,
that is, the use of non-institutionalized means to resolve
common problems, undertake joint operations and share
information. Bilateral contacts are said to be richer and
more immediately productive than with officials from al-
most all governments. At the multilateral level, practition-
ers also noted that in most cases, the degree of formality
has an indirect relationship with the effectiveness of the
channels used. Frequently, informal settings allow for
reliability among officials, and even for increased repre-
sentativeness, as institution-free environments allow for
sharing views with their colleagues on an equal standing.'®
Borrowing Putnam’s concept, probably no other bilateral
relationship has such a comprehensive degree of social
capital—defined as the benefits that flow from the trust,
reciprocity, information, and cooperation associated with
social networks."
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Transgovernmental relations between Canadian and
U.S. officials are run through a combination of rules, cus-
tomary practice and mutual trust. During our research, we
found many examples of well-established trust relation-
ships between public officials at both sides of the border.
For example, in April 1997, Canada and the U.S. estab-
lished a bilateral consultative mechanism, the Cross-Bor-
der Crime Forum, to address cross-border crime issues.
The Forum, led by the Solicitor General of Canada and
the Attorney General of the United States, brings together
over 100 senior law enforcement and justice officials from
Canada and the U.S. to resolve obstacles, primarily with
regard to policy, regulations, and legislation, faced by
policy, justice and law enforcement officials in the fight
against transnational crime.?® Action Plans are approved
at annual Forum meetings and bi-national sub-groups
work through the year on deliverables.

As in the case of many networks, most of the activities
of the Forum consist on exchange and enhancement of
information and in the discovery of best practices, techno-
logical and operational innovations. They fuel the sub-
groups that are tasked with policy development. Capital to
the success of such initiatives is a certain degree of political
support. In the case of the Cross Border Crime Forum,
the Solicitor General and the Attorney General are active
participants. Their presence guarantees that when action
plans are blessed, there is high-level political pressure to
deliver. This top-down leadership from the politicians is
complemented by grassroots input from front line law
enforcement officers. At the same time, local law enforce-
ment officers are invited to the Forum to bring operational
challenges forward to senior policy makers. This wide and
diverse participation leads to holistic solutions to difficult
problems, such as the implementation of the Canada-U.S.
Action Plan on Mass Marketing Fraud and the execution
of a joint Action Plan on Firearms Trafficking.

Intergovernmental cooperation is key not only to
resolve difficult issues, but also in times of crisis. For
instance, following the September 11, 2001 terrorist at-
tacks, Transport Canada (TC) and other Canadian fed-
eral departments had to work quickly and decisively in
cooperation with the U.S. to ensure the safety and secur-
ity of both countries’ civil aviation systems, as well as to
deal with the crisis at hand and minimize possible further
damage.” Both Canada and the U.S. decided to shut down
their respective air spaces by ensuring that aircraft landed
as quickly as possible in an orderly fashion, and not al-
low any aircraft to take off. TC’s Situation Centre became
the hub of our country’s response. In this time of crisis,
there were formal and informal cooperation mechanisms
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that existed between Canada and the U.S,, allowing the
two countries to work efficiently and effectively with one
another to secure North American air space and handle
the thousands of displaced planes and passengers. Tele-
phone links were established with key staff in the Federal
Aviation Administration (FAA) in the U.S.

In order to manage in a safe and secure manner the
return to “normal” aviation operations, TC had to design
and implement new aviation security policies. TC’s pol-
icy experts had to work in collaboration with the U.S. to
ensure that Canada’s new policies would be compatible
with the corresponding new regulations being developed
by American Aviation Security authorities. This was ac-
complished within two weeks following the attacks. Given
the intensity of traffic between Canada and the U.S., and
the fact that the U.S. had been the target of the attacks,
close and fast coordination with that country was essen-
tial. According to practitioners, without the strong formal
and informal links that exist between Canada and the U.S,,
the process of developing security regulations would have
taken much longer.

This kind of collaboration allows practitioners to sur-
mount asymmetries, not only related to influence, resour-
ces and power, but also those related to systemic issues. In
many occasions, this quiet, below-the-radar cooperation
leads to successful policy development and implemen-
tation. However, as these networks still operate within
government systems, political and senior management
leadership is required to ensure that these networks are
vitalized, coordinated and can sustain the higher voltages
of crisis management or institutionalization as circum-
stances determine. Consider for example the case of the
Smart Border process, which would have probably not
been as successful as it was without the remarkable quality
of relations at the highest level, between the Prime Min-
ister and President and between Canadian Ministers and
U.S. Cabinet Secretaries. While much of the contents of
the Smart Border Accord were conceived back in 1995 fol-
lowing the Shared Border Accord between Canada and the
U.S,, its implementation was achieved only when strong
joint leadership from John Manley and Tom Ridge fol-
lowed the September 11 crises.

Another aspect that continues to be highly relevant
for the success of the activities of these networks is the
role of the coordinators of the relationship. Even if foreign
ministries must now share an increasingly crowded inter-
national stage with other participants, they still have a fun-
damental role to play. Brian Hocking has coined the term
“catalytic” diplomacy, to show how a range of actors has
the capacity to contribute resources to the management

of complex problems, whether such resources assume the
form and knowledge and financial resources or even the
legitimacy of outcomes.** According to him, diplomats are
increasingly becoming “boundary-spanners,” and their
role as mediators remains essential in an environment
where boundaries are less and less fixed and permanent.
The role of the foreign ministers and of diplomats is be-
ing transformed from the assertion of control over policy
process to the facilitation of information flows. They share
the management of complex issues with a variety of other
government departments and with non-state actors.

However, the multiplicity of international actors raises
new challenges of co-ordination. Most experts in Canada-
U.S. relations believe no government can “manage” the
relationship with the U.S. Most experts of the relationship
believe that over-management of the relationship would be
undesirable, since it would reduce the flexibility of existing
arrangements.” Nonetheless, there is still as need to pro-
vide some co-ordination and guidance to the increasing
number of government and non-government players.

At present, in Canada, there are a number of key co-
ordinators of the relationship at the federal level. It is vital
that practitioners of the relationship be aware of these in-
dividuals and organizations.

Principal Co-ordinators of the
Bilateral Relationship

Prime Minister’s Office (PMO) and Privy Council Office
(PCO)

o The priority of the U.S. relationship has demanded
that most critical and sensitive issues be managed by
the Prime Minister (rather than the Foreign Minis-
ter).

o The Prime Minister is supported within PCO by a
Foreign Policy Advisor, who communicates directly
with representatives from the Embassy of the United
States or senior officials in the White House admin-
istration.

o The Foreign Policy Advisor also helps co-ordinate
interaction between senior Ministers also dealing
with Canada-U.S. issues (e.g., the Minister of Foreign
Affairs, the Minister of International Trade and the
Minister of National Defence).

o 'The National Security Advisor within PCO also plays
an important role advising the Prime Minister on bi-
lateral security issues.

o In December 2003, a new Cabinet Committee on
Canada-U.S. Relations, chaired by the Prime Minister,
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was established to ensure an integrated, government-
wide approach to Canada-U.S. issues.

Foreign Affairs Canada and International Trade Canada
- Headquarters

The North American Bureau at the Department of
Foreign Affairs (Headquarters) helps co-ordinate
various foreign policy actors, including diplomatic
missions in the U.S. and Mexico, as well as other
Canadian departments and agencies. Three of four
divisions are dedicated to the U.S. (U.S. Relations Div-
ision, U.S. Transboundary Division, and U.S. Business
Development Division).

Other branches play key roles in co-ordinating rela-
tions with U.S. counterparts, especially trade policy
and international security branches.

Canadian Missions in the United States
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The Canadian Embassy in the United States plays a
critical role in gaining political intelligence in Wash-
ington and an advocacy role by asserting Canadian
interests. It works closely with federal government
sectoral departments on U.S. issues. Several sectoral
departments and agencies have staft seconded to the
Embassy (e.g., Canadian Security Intelligence Service,
National Defence, RCMP, Public Works and Govern-
ment Services, Citizenship and Immigration).
Canada’s Ambassador to the United States serves as
the visible face of Canada in Washington. The Am-
bassador typically must be seen to be plugged into
decision-making back in Canada.

Under the Enhanced Representation Initiative (ERI),
Canada’s representation will be expanded from 15
to 22 offices by the fall of 2004. In addition to the
Embassy, these will include 13 consulates general
(Atlanta, Boston, Buffalo, Chicago, Dallas, Denver,
Detroit, Los Angeles, Miami, Minneapolis, New York,
San Francisco, Seattle) and eight consulates and trade
offices (Anchorage, Houston, Philadelphia, Phoenix,
Princeton, Raleigh, San Diego, San Jose). There are
plans to establish Honorary Consuls in key U.S. cit-
ies where Canada has no formal office. The ERI will
also foster consultation with provincial governments
and other federal departments to define priorities for
these missions.

The Canadian Embassy has also established a
public advocacy and legislative secretariat (to
be operational in the fall of 2004) that will work

with provinces and territories and Parliamen-
tarians to plan and support new outreach activ-
ities directed at members of the U.S. Congress.

International bureaus within sectoral departments

o Most medium and large federal departments (along
with some provincial departments) have created
international sections, usually within the corporate
or strategic policy sectors.

o Many of these domestic-oriented departments have
acquired in-house trade policy and trade develop-
ment expertise. Many have also developed strategic
frameworks to set priorities for their international
activities.

North American Free Trade Agreement (NAFTA)

o NAFTA (and the World Trade Organization) governs
trade relations between Canada and the U.S.

o Political direction for NAFTA is provided by Min-
isters through the NAFTA Commission. NAFTA
Deputy Ministers of Trade meet twice annually to
provide high-level oversight of the over 30 NAFTA
Working Groups, Committees and subsidiary bodies
to ensure effective implementation and administra-
tion of NAFTA.

o The NAFTA Secretariat, comprising the Canadian,
U.S. and Mexican sections, is responsible for the ad-
ministration of the dispute settlement provisions of
the Agreement.

o A number of institutions were also established under
the agreement to enhance cross-border co-operation
on sectoral issues (e.g., the Commission for Environ-
mental Co-operation, the Commission for Labour
Co-operation).

Specialized bilateral institutions with investigatory or quasi-
adjudicative function

o Several bilateral organizations of a more or less supra-
national character have been established, many of
which were originally created to resolve disputes over
contentious resource management issues. These or-
ganizations include the International Joint Commis-
sion (1912), the Pacific Halibut Commission (1923),
the International Boundary Commission (1925), the
Great Lakes Fisheries Commission (1955), and the
Pacific Salmon Commission (1985).
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U.S. Government

o The White House plays a strong, though intermit-
tent, role in co-ordinating executive departments and
key agencies on Canada-related issues; it is generally
acknowledged that the influence and goodwill of the
President is an asset of immense value to a foreign
power. The Homeland Security Advisor within the
White House is playing an increasingly important
role in Canada-U.S. security issues.

o The State Department presently co-ordinates Can-
adian affairs through one of its six regional bureaus
(Western Hemisphere Affairs). Similar to the Govern-
ment of Canada, however, most functional linkages
form largely through departments and agencies with
direct Canadian counterparts.

o The US. Embassy in Ottawa provides critical intel-
ligence to the State Department on Canadian affairs.
It also frequently works with Canadian departments
and agencies seeking guidance in dealing with U.S.
counterparts. Personnel from 15 other (i.e., non-State
Department) government agencies are posted to the
Embassy.

o The U.S. government maintains seven Consulates
General across Canada (Vancouver, Calgary, Win-
nipeg, Toronto, Montréal, Québec, and Halifax).

Reproduced from the CSPS Roundtable Research Report on Managing
Canada-U.S. Relations, forthcoming 2004.

The Subnational Dimension

A systemic issue that is particularly relevant in the man-
agement of the relation is the role the states and provinces
play to protect and enhance the interests of their con-
stituencies. As Earl Fry points out, Canadian provinces
and territories may be the most internationally active of
all sub-national governments in the world.** Geography
provides the key explanation for cooperation with U.S.
states on matters such as law-enforcement, waterways,
power and road infrastructures.

Provincial involvement in foreign affairs arises in part
from constitutional silence on this issue. Sections 91 and
92 of the Constitution Act, the provisions enumerating the
division of powers, did not explicitly assign competence in
foreign affairs to either the federal or provincial govern-
ments. In the absence of any constitutional prohibition
against international activity, Canada’s provincial govern-
ments have sought to project and protect their interests
beyond their borders. In general, provincial and territorial
governments have long been actively engaged in “foreign

affairs,” through efforts aimed at economic development
(such as trade missions) or sectoral collaboration with
foreign governments (such as waterways management
with a neighbouring state).

In their relations with U.S. counterparts, provincial
and territorial governments are typically structured in
a fashion similar to the federal government, though on
a smaller scale. Line departments and agencies lead the
vast majority of interaction with U.S. state governments
on sectoral issues. They participate in regional organiza-
tions that can be issue-specific or umbrella organizations
that provide fora for information exchange. Contact can
also take place bilaterally for specific issues. For the most
part, these consultations are conducted in concert with
the Canadian federal government.

In general terms, it is possible to assert that provinces,
territories and states’ functional ties remain highly decen-
tralized within each provincial and territorial government.
The clearest example is the government of Ontario, which
has inventoried 125 MOUs with the U.S. government; such
agreements are implemented by line departments. Some
Deputy Ministers maintain ongoing contact with U.S.
counterparts, particularly those Great Lakes states. The
same applies to lower level officials with responsibility on
U.S. files. Some of them establish ad-hoc contact (at con-
ferences; on a one-off basis in the context of a particular
issue; etc.).

This province illustrates well the fact that Canada-U.S.
subnational linkages occurs among working-level public
servants. For the most part, these functional ties remain
highly decentralized within each provincial and territorial
government. Limited co-ordination takes place within the
Premier’s office and quite often within the intergovern-
mental affairs ministry or agency. The most robust co-
ordination takes place in Québec through the Ministry
of International Relations. Table 1 (next page) provides
a snapshot of each government’s co-ordinating agency;,
along with a short description of its responsibilities.

Although the research of the Roundtable did not spe-
cifically examine the nature of cross-border collaboration
at the local or municipal area, it is clear that such contact
occurs through numerous channels. This includes con-
tact through twinning arrangements, trade promotion
activities, and professional conferences (e.g., for land use
planners or municipal administrators). In addition, more
formal bi-national institutions have been created at the
local level to address regionally specific issues, such as
tourism or the environment. One of the more prominent
institutions is the International Association of Great Lakes
and St. Lawrence Mayors, which meets annually to adopt
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Table 1.  Provincial and Territorial Co-ordination of International Activities
Province/ Ministry/Agency Responsible for Canada-U.S. or Responsibilities
Territory International Affairs

British Columbia

Ministry of State for Intergovernmental Relations
supported by the Intergovernmental Relations
Secretariat

A small staft works with line departments to provide
strategic and policy advice on international activities.

Alberta

Department of International and Intergovernmental
Relations

Two sections deal extensively with international issues
(international relations and trade policy). The line
departmentofEconomicDevelopmentmanagesAlberta’s
representatives abroad. Alberta may open up an Alberta
office within the Canadian Embassy in Washington.

Saskatch-ewan

Ministry of Governmental Relations and Aboriginal
Affairs with the Assistant Deputy Minister as
contact for trade and international relations

The small international relations branch has a general
co-ordinating function, along with responsibility for
U.S. files.

Manitoba The Premier is Minister of Federal-Provincial Responsibilities cover trade policy, trade promotion
Relations supported by the Deputy Minister of and ministerial travel. Office helps co-ordinate line
Federal-Provincial Relations departments’ international activities.
Ontario Office of International Relations and Protocol, The Office lightly co-ordinates international activities,
within the Ministry of Intergovernmental Affairs. most of which are discharged by line ministries.
The Premier serves as Minister. Ontario maintains an official at the Canadian
Consulate General in New York City (reporting to the
Ministry of Economic Development and Trade)
Québec Ministry of International Relations The Ministry has geographical and functional bureaus,

along with legal and public affairs sections. It maintains
one délégation générale (New York), three délégations
(Boston, Chicago and Los Angeles), two bureaux
(Atlanta and Miami) and a bureau de tourisme in
Washington, DC. Approximately 70 staff are dedicated
to U.S. issues at headquarters and in the U.S.

New Brunswick

The Premier serves as Minister of Intergovernmental
Affairs with the Department of Intergovernmental
Affairs covering international affairs.

The Premier helps co-ordinate international issues
with line departments. Business New Brunswick is the
government agency tasked with trade policy, export
promotion, investment attraction and immigration.

Nova Scotia

The Premier serves as Minister of Intergovernmental
Affairs with the Deputy Minister responsible for
FPT and international issues

Two directorates deal extensively with international
issues, including Premiers/Governors meetings,
interaction with the Canadian Embassy in Washington
and Boston consulate, and trade policy.

Prince Edward
Island

The Premier serves as Minister of Intergovernmental
Affairs. The Intergovernmental Affairs Co-ordinator
works out of Executive Council Office and deals
with FPT issues

A small staff supports the New England Governors
and Eastern Canadian Premiers as well as the Premier’s
involvement in Team Canada Atlantic. It works closely
with line departments on international issues

Newfoundland Minister of Intergovernmental Affairs; supported by | Sectoral departments and agencies usually co-ordinate
and Labrador the Intergovernmental Affairs Secretariat with the U.S. relations. Intergovernmental Affairs often helps in
Assistant Deputy Minister designated as contact for | developing necessary briefing materials.
international issues
Yukon Executive Council Office including a Director of The Office provides some co-ordination of
Intergovernmental Affairs departmental interaction with U.S. officials. The bulk
of Yukon-Alaska linkages are handled directly by
sectoral departments and agencies.
Northwest Department of the Executive as well as NWT has few formal relations with the U.S. These are
Territories Intergovernmental Affairs and Strategic Planning handled directly at the departmental level.
Nunavut The Premier serves as Minister of Intergovernmental | Nunavut has few formal relations with the U.S. These

Affairs, supported by Department of the Executive
and Intergovernmental Affairs

are handled directly at the departmental level. A small
staff works with line departments to provide strategic
and policy advice on international activities.
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unified positions and make recommendations concerning
water levels, transportation, commercial development,
dredging, waterfront development, water quality, tourism
and other topics.

Intergovernmental Collaboration
on Canada-U.S. Issues

Federal-provincial-territorial collaboration on bilateral
issues is extensive. This stems largely from areas of con-
current jurisdiction (agriculture and immigration) as well
as overlapping responsibilities (such as the environment,
natural resources, policing, and transportation). Consulta-
tion and collaboration on these functional issues are often
co-ordinated by intergovernmental units in specialist line
departments, particularly at the federal level.

Another important driver of intergovernmental
collaboration is international trade policy. Although
the negotiation of trade agreements and treaties falls
under federal jurisdiction, provincial governments are
often called upon to implement agreements, particu-
larly when elements of these agreements come under
their authority. As such, federal-provincial consulta-
tion now occurs before and during the formulation of
trade policy. Examples of consultation include annual
meetings between the Minister of International Trade
and his provincial and territorial counterparts as well
as quarterly meetings of the working-level Federal-
Provincial-Territorial Committee on Trade (C-Trade).

Several innovative and highly effective intergovern-
mental groupings bring together federal, provincial and
U.S. officials. A mechanism often cited by practitioners as
an example of high-quality tripartite collaboration is the
Provinces/States Advisory Group on Agricultural issues.
Established in the mid 1990s, PSAG is mandated as an
advisory forum to the federal Canada-U.S. Consultative
Committee on Agriculture. Canadian participants include
provincial departments of agriculture along with Agricul-
ture and Agri-Food Canada and Foreign Affairs. U.S. rep-
resentatives include the heads of the state departments of
agriculture. PSAG meets annually as well as on an ad hoc
basis to respond to pressing agricultural trade issues.

Concluding Remarks:
Implications and Further Research

In summary, the bulk of governmental interaction be-
tween Canada and the U.S. occurs through highly spe-
cialized and functional channels that have evolved over
decades. For the most part, these channels operate “under

the radar,” supporting the work of Ministers but receiving
limited public visibility. Working through these channels,
be they on regulatory co-operation or joint scientific as-
sessments, can help defuse conflictive issues before they
reach policy or political levels. When properly employed,
they also do the spadework for higher level initiatives.

Despite the myriad points of contact and the over 300
treaties in force, the Canada-U.S. relationship is a largely
non-institutionalized one at the supranational level, par-
ticularly relative to the European Union. However, “light”
institutions and agreements, such as working groups and
memoranda of understanding, play an important role in
facilitating collaboration and contact. This is important
given regular changes in personnel, especially following
new U.S. administrations. Moreover, these institutions
are very effective in bringing attention to Canadian issues
within the diffuse and dynamic nature of the U.S. political
environment.

This initiative has paved the way for interesting future
research. From an analytical point of view, the meshing of
international relations and public administration needed
to analyze the bureaucratic relations between Canada and
the U.S. needs further refinement. As our research is still at
the factual phase, some typology of the different channels
and networks can offer not only a very interesting exercise
for scholars, but can cast some light for examining which
channels work best and in which conditions.

From the point of view of practitioners, questions re-
lated to how these networks should be supported and pro-
moted, to how trust replaces authority, to how decisions
are achieved, and to how knowledge and information
could be better shared with peers domestically and across
the border should be further explored. A deeper analysis
on possible causes of failure of networks and channels
is also necessary. Additional case studies’ analysis could
show how in certain cases, these networks fail to articulate
a clear purpose, maintain participation and involvement
of their members and at the end of the day, achieve the
purposes for which the network was created.

However, through our research, we can make a series of
recommendations for strengthening the fundamentals of
the relationship that is, by understanding and exploiting
the linkages that mediate transboundary relations. Such a
flexible approach allows for moving issues forward, even
in times where the relationships at the highest political
level are tense, or even in times of crisis. This implies de-
veloping a deeper knowledge of our systems in Canada
and the U.S., examining carefully in which areas these
linkages can be reinforced and supporting joint initiatives
for improving mutual knowledge and information shar-
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ing. In Canada, it is also fundamental to give increased
and sustained attention to maximizing federal-provincial
collaboration on bilateral issues. Linked to this is the im-
portance of resolving issues at the regional level before
they escalate nationally. Identifying and resolving conflicts
regionally are far more effective than letting them escal-
ate to the national level, where the diffusion of interests
marginalizes Canada’s voice in the U.S.

Notes
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The Failure of the Third
and Triumph of the First Option

Mark J. Kasoft

he sentiments expressed in Mitchel Sharp’s Third

Option are as old as Canada itself. From 1867 on-

ward, Canada was fearful of U.S. domination and
replete with examples to reduce economic dependence
on the U.S. Macdonald’s National Policy included a tarift
to protect firms in the new infant economy. With recent
memories of U.S. abrogation of the Reciprocity Agree-
ments in the 1850s and calls for “manifest destiny” to unite
the remaining British Colonies of North America with the
U.S., the young Dominion of Canada was wary of undue
American influence exercised through dependent eco-
nomic relations.

Fears of assimilation or undue U.S. influence continued
in Canadian politics. In 1911, a free trade agreement ne-
gotiated by Laurier led to the government’s defeat in the
1912 election. In the 1960s, poor relations between Prime
Minister Diefenbaker and President Kennedy after the
Cuban missile crisis resulted in Dief trying to strengthen
economic ties with Europe. “He was...determined to re-
direct...trade so that 15 percent of...exports then going
to the U.S. would instead go to Britain” (Ritchie 21). Such
efforts had little impact. Britain turned its back on Canada
by joining the European Common Market (now European
Union) when trade preferences to Commonwealth nations
were abandoned (Ritchie 42).

Canada edged a step closer to freer trade with the U.S.
with the Auto Pact of 1965 but by the 1970s pulled back
from further integration. Perhaps this was a result of Pres-
ident Nixon’s bold and harsh New Economic Policy of Au-
gust 1971 that refused to exempt Canada from measures

to protect the U.S. balance of payments and prop-up the
floating dollar (Muirhead). This “Nixon shock” signified
an end to the special relationship with the U.S. and to
stronger anti-American feelings in Canada. Policies such
as the Foreign Investment Review Act (FIRA) and Foreign
Affairs Minister Mitchell Sharp’s now famous Third Op-
tion proposal followed.

According to Sharp, Canada had three choices: Option
1 - Do nothing and let relations with the U.S. develop as
they may; Option 2 - Actively pursue closer economic
integration with the U.S.; Option 3 - Reduce dependence
on the U.S. through aggressive action to sell Canadian
goods outside North America, particularly in Asia and
Japan (Trudeau 203). It was also hoped that Japan would
become a bigger foreign direct investor in Canada, with
greater emphasis on manufacturing goods rather than
natural resources. By 1989, such hopes were dashed with
total Japanese FDI totaling $2.2 billion, while U.S. FDI
in Canada continued apace at approximately $30 billion
annually.

Under Brian Mulroney, one can argue that Canada pur-
sued Option 2 - closer economic integration with the U.S.
Examples include the 1989 FTA and 1994 NAFTA, negoti-
ated while the Tories were still in office. Mulroney’s moti-
vations included assured access to the U.S. market during
a new wave of tough U.S. protectionism; this resulted in
making Canadian industry more competitive on a global
basis, creating a binding and better way to settle trade
disputes, and protecting Canadian culture (Kasoff).
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By the late 1980s, U.S. tarifts had declined to an average
of only 6% owing to the GATT negotiating rounds. From
Canada’s perspective, the U.S. market was already open
as far as tariffs were concerned (with a few exceptions).
NTBs, including anti-dumping and countervailing dut-
ies were the big worries, not U.S. tariffs. This distinction
is important when assessing the success or failure of the
Sharp’s three options.

Pursuing the Third Option is still a part of Canada’s
foreign economic policy. Note this comment in the April
2004 Throne Speech:

There are growing opportunities for Canadian export-
ers and investors to complement our enormously suc-
cessful relationship with the United States by building
closer economic ties with other regions of the world.
In particular, more attention will be focused on such
newly emerging economic giants as China, India, and
Brazil.

Sharp’s Third Option was no more successful than
Diefenbaker’s misguided efforts to divert away from the
U.S. and towards the British motherland. By the end of the
Trudeau years, our dependence on the American market
had reached unprecedented levels (Ritchie).

Interest in the Third Option remains undiminished. A
1996 study by Industry Canada noted that “the Asia-Pa-
cific is the fastest growing economic region in the world.
Accessing (these) markets will be instrumental in pro-
moting jobs and growth in Canada” (Ahmad, et al.) The
study asserted that “the Asia APEC region will continue
to outperform the non-Asia region” and that the “APEC
market has tremendous growth potential”

To be sure the 1980s was a period of dramatic eco-
nomic change in Asia which effected trade and investment
relations with the Western industrialized economies. Most
notably, China embarked on the path of economic reform
by way of pursuing foreign trade and accepting foreign
direct investment. Rapid rates of economic growth were
sustained by high rates of savings and investment, low
wage rates, and playing catch-up with productivity and
technology gaps. Until the Asian financial crisis hit in
the summer of 1997, continued high rates of growth and
increased trade relations with the West was the chosen
scenario of most pundits. Canada was no exception to the
drive to get on the Asian trade bandwagon and gets its slice
of the growing economic pie. Not only would increased
business contribute to Canadian prosperity, but it would
also help reduce dependency on the U.S.
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Like the U.S., Canada’s imports from Asia rose rapidly
from 1980 onward, almost doubling between 1980 and
1992. Exports to Asia also rose rapidly from very low lev-
els, often with sharp fluctuations on a year-to-year basis.
Canada received large numbers of Asian tourists, especial-
ly from Japan, and attracted large numbers of Hong Kong
immigrants. The latter largely settled in the Vancouver, BC
area under the immigrant entrepreneur program.

Increased trade with a growing Asia would enable Can-
ada to reduce its economic dependence on the U.S. “Many
Canadians...have viewed this dependence with alarm, as
a factor of national weakness and vulnerability by leading
for a search for alternatives” Both Mr. Diefenbaker and
Mr. Trudeau in different ways made such an attempt. So
did Mr. Mulroney, not in the form of a search for alterna-
tive markets, but in the form of seeking more secure ac-
cess to the American market under the Canada-U.S. Free
Trade Agreement

Taylor concluded that the U.S. relationship was so im-
portant that “no government can hope to modify sub-
stantially, let alone reverse, the economic integration of
Canada with the United States” (Taylor 7-8). For all the
benefits of the Canada-United States relationship, many
Canadians will remain uneasy, even alarmed, about this
degree of dependence. Governments will be under pres-
sure to seek alternatives or counterweights (8). Trade with
other countries is important “psychologically, by giving
Canadians a reassuring sense that not all their economic
eggs are in the American basket” (9).

Economic nationalism peaked in the 1970s when the
Trudeau government enacted the Foreign Investment
Review Act in 1973 to limit foreign control of Canadian
industry. In terms of corporate revenue, foreign owned
companies in Canada accounted for 37.6% in 1971, a rec-
ord high (Globe and Mail, Feb. 1, 1999). Six years had
passed since the Auto Pact of 1965, and Canada was in no
mood to extend this to free trade in most sectors. Some
felt that Canada had actually lost jobs as a result of the
pact or at least was not getting its fair share, a view not
shared from the U.S. side. The election of 1988 was fought
on the issue of free trade and returned the Conservative
Mulroney government to power.

The Liberal Chrétien government, first elected in 1993,
accepted Canada’s being more closely integrated into the
continental economy. After the face saving side agree-
ments on environmental and labor issues, the Liberals
moved to take advantage of a Canada more open to trade
and investment. With the exception of some in the NDP,
globalization had surprisingly become a non-issue in Can-
adian politics. Most Canadians seem to accept the reality
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of globalization and are not willing to put their economic
welfare at risk through an overly aggressive nationalistic
policy. The business community wants unfettered access
to foreign markets far larger than Canada’, including the
right to invest abroad directly. The die had been cast a few
years earlier, despite the anti-NAFTA Liberal rhetoric of
the campaign. On January 21, 1991, Roy MacLaren, a sen-
ior member of Her Majesty’s loyal opposition in Canada,
published a revealing discussion paper for the Economic
Policy Committee of the Liberal Caucus. Entitled, “Wide
Open: In Search of an Independent Global Trade Policy
for Canada,” the paper provides insight into the foreign
trade policy of the Liberal Government which assumed
power three and a half years later (MacLaren).

MacLaren, who later served as Minister of International
Trade, advocated “expanding Canadas free trade relations
beyond the United States and, indeed, beyond the West-
ern Hemisphere,” as the only way of reducing dependence
on the U.S. He rejected abrogating the Canada-U.S. Free
Trade Agreement of 1989 (CUSTA), (which grew into
the North American Free Trade Agreement (NAFTA) of
1994 to include Mexico). MacLaren was also pessimistic
about any major progress on trade disputes with the U.S.
(e.g., lumber, durum wheat). He rejected the drift towards
“continentalism” embodied in NAFTA, or a return to a
Canadian protectionist trade policy.

MacLaren wrote that only by going “global” and be-
coming more competitive could Canada lessen its eco-
nomic dependence on the U.S. He felt that Canada could
be a Pacific and European nation as well as a North Amer-
ican one. The ideas contained in the MacLaren discussion
paper have been faithfully followed by the Liberals during
their terms in office.

The Canadian economic development community
cited the benefits of globalization through large merchan-
dise trade surpluses and attracting branch plants that are
larger, more outward oriented, than companies only sell-
ing to the Canadian market. These firms hire workers in
greater numbers and spend more on R&D.

Economic nationalists like the Council of Canadians
keep trying to be heard over such issues as the protection
of Canadian culture, the right to ban the sale of bulk water,
the right to ban substances like MMT in gasoline, foreign
control of key industries like chemicals and pharmaceut-
icals, transportation equipment, and electronic products,
and strong opposition against the OECD inspired MAI
(Multilateral Agreement on Investment). For those who
embrace these positions, NAFTA is an unmitigated disas-
ter which Canada should either withdraw from or subject
to radical surgery. They represent “a certain type of Canad-

ian (who) is sure that free-trade agreements are a plot to
make Canada a commercial colony of the United States”
(NY Times, “Free Trade in Fresh Water? Canada Says No,”
March 7, 1999).

Some icons of Canadian popular culture are being
purchased by foreign investors. Examples include Tim
Horton’s by American based Wendy’s; Bauer ice skates
now controlled by Nike, which purchased Canstar sports;
Target’s planned takeover of the Hudson Bay Company;
Labatt’s beer owned by Belgium’s Interbrew and the recent
announced merger of Coors and Molson. Additionally, the
privatization of the Canadian National Railway, formerly
a state owned crown corporation, through the issuance of
common stock resulted in 70% U.S. control. Until recently,
the low Canadian dollar reduced the real purchase price of
acquiring Canadian assets. KMPG Corporate Finance, Inc.
reported that foreign acquisitions of Canadian firms “were
double the rates of the previous four years” (Vancouver
Sun, Mar 4, 1999). Of the 240 firms purchased worth $15.3
billion, 170 were acquired by Americans, or 71%. Despite
the weak dollar, Canadians purchased 403 firms abroad
worth an even greater $40.7 billion over the same period.
This suggests that the value of the Canadian dollar is not
the only factor driving outward FDI decisions.

Efforts to reduce U.S. trade dependence have failed in
that the share of Canadian trade with the U.S. increased.
By 1999, 86% of Canadian exports were destined for U.S.
markets and have remained at similar levels. Since 1989,
Canadian-American trade and investment has been gov-
erned by long term arrangements, first under a bilateral
one, and since 1994, under NAFTA.

In late 1997, financial turmoil began in Thailand and
spread across Asia. As a result, the foreign exchange rates
of many Asian countries tumbled, economic growth
slowed, and some fell into recession. Such developments
dampened Canada’s hopes for rapid gains in these mar-
kets. In terms of Asia, this paper is limited to the countries
of East Asia where most trade with Canada occurs. Japan
is by far the most important country for Canada.

In 1995, the Government of Canada published Canada’s
Export Strategy, including a business plan that follows the
broad outline of the 1991 MacLaren paper. The report lists
diversifying Canada’s foreign trade as its first objective.
Multilateralism through the General Agreements on Tar-
iffs and Trade (GATT, now the WTO-World Trade Organ-
ization) was to be the “cornerstone and pillar” of Canada’s
trade policy. Regional groupings such as NAFTA were
to “complement and enhance” rather than substitute for
GATT. The Asia-Pacific Economic Cooperation (APEC)
forum was seen as an “increasingly important vehicle” for
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lessening Canada’s dependence on the United States. The
report laments that only with the U.S. has Canada been a
“truly successful trader” and that “Canada may be a trad-
ing nation, but it is not a nation of traders.”

Foreign Direct Investment

Canada is also heavily dependent on the U.S. for direct
investment flows. In 1990, the U.S. accounted for 65% of
Canada’s FDI stock. By 2003, this figure was almost un-
changed at 64%. The U.S. share ranged from 61-67% over
this period. Canadian direct investment in the U.S. rose
from $60 billion in 1990 to $165 billion in 2003. The ratio
of Canadian direct investment in the U.S. to U.S. direct
investment in Canada was 71% in 2002 and 72% in 2003,
rising from much lower levels in the 1970’s. Canadian
direct investment in the U.S. rose more rapidly than U.S.
direct investment in Canada. Increased levels of outward
FDI were not diminished during the period of the falling
Canadian dollar.

Determinants of Canadian Foreign Trade

A number of theories of international trade have been
advanced to explain a country’s exports and imports.
Among these include classic comparative cost advantage
of Ricardo and Mill, relative factor endowments of Heck-
sher-Ohlin, and overlapping demand patterns of Linder.
Rao and Lempriere developed an econometric model
of Canadian foreign trade utilizing all three approaches
(1992). They specified a number of independent variables
and calibrated the model to explain trade between Canada
and major world areas. Regressions were run by pooling
all industries and by separate industries for each region.
Independent variables include: consumption, relative
unit labor costs, comparative advantage, foreign direct
investment, trade barriers, capacity utilization, R&D ex-
penditures, exchange rate variability, and a time trend fac-
tor (10-17). Estimates are made for the period 1971-86.
With regard to unit labor costs, few nations equal
Canadian levels for the 1950-1990 period. Figures were
lower for Canada’s two major trading partners, the U.S.
and Japan, for the entire period. Rising unit labor costs
were fueled by inflation in Canada during this period. It
is no wonder that the Bank of Canada has aggressively
targeted inflation in its monetary policy. The failure to do
so would result a continuing productivity gap, which could
be offset only through a depreciating Canadian dollar.
The importance of the U.S. in Canadian foreign trade
has increased dramatically since the 1980s. In 1981, about
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65% of exports went to the U.S.; in 1989, the figure rose to
74% and now stands at around 85%. A number of factors
contributed to this trend including: the implementation of
the 1965 Auto Pact resulting in huge increases of transpor-
tation equipment trade; the very strong U.S. dollar during
the early 1980s and mid-1990s, making Canadian goods
cheaper for U.S. purchasers; the restrictive effects of the
European Union; the Canada-U.S. free trade agreement
of 1989; and the NAFTA of 1994. Asian financial turmoil,
starting in the summer of 1997, the flight to the safety of
the U.S. dollar, and the drop in the value of the Canadian
dollar to an all time low of nearly 63 U.S. cents by Sep-
tember 1998, helped stimulate exports to the U.S. Once
trade patterns are established, they are slow to change
directions.

Primary commodities account for a large share (about
a third) of Canada’s exports. Examples include forestry
products (wood, pulp, newsprint); minerals (petroleum,
copper, coal, nickel); and agricultural crops (wheat, canola,
barley). The non-U.S. share of Canadian exports consists
mainly of these goods.

With respect to U.S. exports, Rao and Lempriere found
that cost differences were relatively unimportant. This
confirms the annual KMPG survey finding Canadian
business costs, including taxation, no higher than in the
U.S. Differences in R&D expenditures were very import-
ant. A strong time trend variable shows an average an-
nual increase of 4.1%, underlining increased economic
integration in North America and rising levels of intra
industry trade.

With regard to Japan, exports are strongly affected by
consumption and less so by Canadian costs. While the
time trend is significant at 0.5% per year, this is much
weaker than for the U.S.,, indicating very little economic
integration between Canada and Japan. Canadian exports
to Japan are almost entirely driven by Canada’s compara-
tive advantage in primary products.

Trade with Asia

Canadian exports to Asia have been erratic and remained
at low levels for decades. Canadian records indicate a trade
deficit with most Asian nations in contrast to a large mer-
chandise trade surplus with the U.S. While the merchan-
dise trade balance with Japan has improved, Canada con-
tinues to record a negative balance with most of Asia.
Canada has aggressively sought business with the Chi-
nese economic area (including Taiwan and Hong Kong).
In 2003, China was Canada’s fourth largest trading part-
ner, but volumes were low at about U.S. $3.5 billion, only
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U.S. $1 billion more than 1995. Export rates to China grew
steadily until 1988 when the rates peaked at $2.3 billion
and have been erratic since. Sales of Canadian wheat ac-
count for about 50% of exports, with lesser amounts for
wood and derivatives, industrial chemicals, and aircraft.

Value of the Canadian Dollar

How does the value of the Canadian dollar effect exports,
foreign trade and investment? On August 27, 1998, the
Canadian dollar fell to nearly 63 cents against the U.S.
dollar, an all time low. The Bank of Canada responded
by raising interest rates 100 basis points (1%) to stave
off further declines. Earlier attempts to protect the dol-
lar through purchases on the foreign exchange markets
failed. The Bank of Canada concluded that raising Can-
adian interest rates above U.S. levels was the only way to
protect the “loonie”

What factors were at play and what were prospects for
the value of the loonie? On the surface, it was a bit puz-
zling. The Canadian economy had been growing steadily,
the balance of international merchandise trade positive,
the federal budget in surplus, with most provinces hav-
ing put their fiscal houses in order. True, substantial debt
overhang exists from the past, which must be serviced.
But improved budgets should have helped, not hurt the
loonie

What are some of the other factors that worked against
the Canadian dollar? For some time Canadian interest
rates were lower than U.S. levels. The Bank of Canada, no
doubt, did not want to choke off economic growth with
higher rates feeling that the falling loonie helped stimulate
exports. The Conference Board of Canada concluded that
Canada’s export industries would be in trouble were it not
for the weak dollar (Financial Post, October 16, 1998).
Canadian productivity growth has lagged behind the U.S.
with unit labor costs rising at 0.9% per year, faster over
the 1990-97 period. Only the depreciation of the Canad-
ian dollar over the period by 22% has resulted in annual
labor cost savings of 0.7%.

With financial turmoil in Asia, Russia and Latin Amer-
ica, investors fled to the safety of the U.S. dollar. Since the
Canadian dollar is not a reserve currency, demand for the
loonie was weak. This masks the fact that the Canadian
dollar strengthened against most other currencies, espe-
cially those in Asia. Another factor cited is the erroneous
perception that Canada’s exports are primarily raw ma-
terials and agricultural products. With 80% of exports to
the U.S. and the dominance of the automobile industry,
only about a third of Canada’s exports worldwide are in

primary products. Still, Canada is more export dependent
than the U.S., with over 40% of Gross Domestic Product
destined for overseas markets.

By September of 1998, the Bank of Canada became
worried that the loonie was headed for a free fall. Bil-
lions of dollars of reserves were used to prop up the dollar.
When this failed, the Bank of Canada increased interest
rates by 100 basis points to levels above those in the U.S. A
few other developments favorable to the loonie occurred
around the same time. First, increased financial turmoil in
world and North American markets led Federal Chairman
Alan Greenspan to signal that U.S. interest rates, which
have remained at or near historically low levels until 2004,
would decline. Second, world commodity prices began to
rise, making Canadian exports more valuable.

In the future, the value of the loonie will be influenced
by a number of factors. On the positive side, high world
commodity prices, low U.S. interest rates, and stability in
world financial markets are good for the loonie. The big-
gest cloud on the horizon is the performance of the U.S.
economy. A recession or slowdown will reduce Canadian
exports (83% go to the U.S.), and worsen her balance of
trade.

It is possible that the psychology of currency traders
regarding the Canadian dollar will change to a more favor-
able position (as long as the Bank of Canada keeps interest
rates above U.S. levels), further driving up its value? Those
holding U.S. currency in order to purchase more Canad-
ian dollars will likely move into loonies as the Canadian
dollar steadily rises in value. Waiting too long may be at
the expense of gaining those extra 5-15% Canadian dol-
lars. This change in psychology, in itself, could push up
the Canadian dollar.

January 1999 saw the introduction of the Euro replacing
individual currencies in most E.U. countries. A successful
Euro has implications for the Canadian dollar. If the Euro
becomes an alternative to the U.S. dollar, this will weaken
the U.S. dollar versus other currencies, especially the Jap-
anese yen. In this context, a weaker U.S. dollar translates
into added strength for the Canadian dollar.

Now there is worry that the Canadian dollar is too
strong, hitting U.S. 80 cents in October, 2004. While this
is clearly bad news for Canadians traveling to the U.S., the
consequences for exports and FDI are less certain. Several
factors partially offset a dramatic drop in exports. First,
exporters will accept lower profit margins to maintain
sales connections; second, the price of imported inputs
will drop in Canadian dollars, lowering production costs;
and third, the prices of many world commodities that
Canada exports are usually in U.S. dollars. As far as FDI
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is concerned, we have already seen that the value of the
Canadian dollar bears little relationship to FDI activity.

Discussion

What are the prospects for Canada lessening dependence
on the U.S.? We have seen that trade with Asia is erratic
from year to year and remains at low levels. This is due
to the structure of Canadian exports to the area which is
dominated by primary and related products. The size of
the Chinese wheat harvest, for example, directly influences
wheat purchases from Canada. Also, many Asian markets
are only slowly opening up to manufactured goods from
Canada and other industrialized countries.

In contrast, owing to NAFTA, the North American
market is relatively open and trade with the U.S. has grown
and remains at high levels. While Canada records a trade
deficit with Asia, merchandise trade with the U.S. is in
surplus.

The European Union (E.U.) will continue to be a rela-
tively declining market for Canadian manufactured goods,
with strength in primary products. Canada has accused
the E.U. of failing to follow established GATT procedures
regarding tariff modifications.

The American market will continue to be attractive to
Canadian exporters owing to its close geographic proxim-
ity, similarity in demand patterns, culture and language,
etc. These factors are compelling for small and medium
sized Canadian companies in comparison to doing busi-
ness thousands of miles away. Of course business with
Asia can grow, but so will trade with the U.S. For these
reasons I expect little change with Canada’s trade depend-
ence with the U.S.

Foreign Direct Investment: Recent global
developments have not favored Canada
as a destination for FDI

Enhanced border security measures by the U.S. and Can-
ada can diminish Canada’s locational advantages for a
foreign investor. Both sides are aware of this and have
developed a series of measures under the Smart Border
policy umbrella, but problems persist. There is evidence,
for example, that a German firm decided to locate in Mich-
igan rather than Ontario owing to border concerns.

Inward FDI to Canada fell dramatically after the 2001
terrorist attacks in the U.S. declining for three straight
years. The 2003 drop of $8.3 billion was down 75% from
2002 (DFAIT, March 2004).
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Canada’s outward FDI continues to grow faster than in-
ward FDI and is becoming more evenly distributed around
the world. In 2003, the U.S. share was 47%, down from
60% ten years earlier (EDC, December 2003).

Concluding Comments

How have Sharp’s options fared in light of recent develop-
ments? I conclude that both Options 2 and 3 have failed
to materialize, despite attempts by various Canadian gov-
ernments to pursue one or the other. If Mulroney pursued
Option 2, did this result in closer economic and political
ties with the U.S.2 I think not since the U.S. market was
already open for trade and investment. While the FTA’s
did assure long term market access for Canada, economic
disputes with the U.S. continue (softwood lumber, durum
wheat, chapter 11 of NAFTA, etc). Under NAFTA, Can-
adian exports to Mexico have grown but remain at very
low levels. Moving on to Option 3, we see no evidence
whatsoever of reduced dependence of the U.S. for trade
and investment. Option 1 implies that there is very little
Canada can do to reduce this dependency. This confirms
the path of Canada-U.S. relations since the end of WW
II. Aside from the anxiety of the “mouse sleeping with
the elephant,” Canadians can at least take comfort that
their values and culture have not converged with the U.S.
(Michael Adams).
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The Effects of
North American Trade
on the Canadian Economy

Martin A. Andresen

Introduction

n 2000, total global merchandise exports were val-
Iued at over US$6.3 trillion, with more than half of

that international trade flowing between developed
countries (such as Canada and the United States), less
than 15 percent between developing countries, with the
remainder flowing between developed and developing
countries (Helpman 1999; International Monetary Fund
2001). The average growth rate of international goods and
services exports is more than twice the average growth
rate of gross domestic product from 1985 to 2001. Ad-
ditionally, services are occupying an increasing share of
total output for most industrialized nations (particularly
in North America and Europe) and have even a faster
export growth than merchandise trade flows (Dicken
2003). Perhaps most important, international trade flows
are positively associated with economic growth (Frankel
and Romer 1999). For these reasons international trade
flows are important to national economies.

The rapid growth in international trade flows is largely
regarded as a result of successive rounds of negotiations of
the General Agreement on Tariffs and Trade (GATT, es-
tablished in 1947) (Helpman 1999). Central to the GATT
is the principal of nondiscrimination in trade relations
among the GATT members, also known as the principal
of multilateralism, which is global free trade or the move
toward it (Bhagwati 1999). Trading blocs or zones, usually
placed in opposition to multilateralism (protectionism is
truly the opposite of multilateralism), represent the move

toward free trade within a limited set of countries in the
world but maintain tariffs for all remaining countries not
in the trading bloc. As a phenomenon, since the mid 1980s
trading blocs have grown at a faster rate than international
trade flows and are considered a paradox by some because
exclusion (the nature of a trading bloc) is supposed to
decrease international trade. In 1985, there were 26 supra-
national Regional Trade Agreements (RTAs) in force in
the global economy. That number rose to 189 by the end
of 2003, with 100 of the RTAs established during the past
seven years. Canada and the Untied States are involved in
two of these regional trading agreements.

The trading relationship between Canada and the
United States pre-dates Canada’s confederation in the
nineteenth century but began to intensify from the 1960s
forward. This intensification formally began in 1965 with a
trading arrangement involving trade in automotive prod-
ucts (The 1965 United States-Canada Automotive Pact).
In 1989, the Canada-United States Free Trade Agreement
(CUSFTA) came into force, and five years later the North
American Free Trade Agreement (NAFTA), essentially
adding Mexico to the CUSFTA, superseded the CUSFTA.
These trading agreements all had provisions for reduc-
ing barriers to trade (both tariff and non-tariff barriers),
increasing cross-border investment, and more recently,
enhancing the temporary cross-border flow of skilled la-
bour.
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As aresult of these agreements, Canada and the United
States are each other’s top international trading partner
for both exports and imports, with automotive products
dominating trade flows on both sides of the border. In
order to investigate the changes in the Canada-United
States trading relationship resulting from these free trade
agreements, this paper uses detailed commodity-based
international trade flow data provided by Statistics Cana-
da. These data are used to decompose international trade
flows into their component parts to obtain a better picture
of the convergence of the Canadian and U.S. economies
resulting from these agreements. By changing the eco-
nomic-political framework within which international
trade occurs, the ties between the two economies have
necessarily changed.

The paper is organized as follows: the next section
outlines free trade in North America. Section III reviews
previous research on the effects of that free trade; the re-
sults of Canada’s changing international trading patterns
are presented in Section IV; Section V summarizes and
concludes.

Free Trade in North America
Why Free Trade? Why Now?

During the twentieth century, Canada and the United
States entered into free trade negotiations in 1935, 1938,
and 1948 with no success largely because Canada chose to
rely on the slower, but effective, process of trade liberali-
zation through multilateralism, particularly the General
Agreement of Tariffs and Trade (GATT) in the post-war
period (Smith and Stone 1987). However, by the 1980s,
Canada-U.S. trade, despite Canadian efforts to diversify its
trading portfolio, was the largest bilateral trade flow in the
world, and the Canadian government became concerned
about the economy’s dependence on the United States.
In 1985, Canada requested a comprehensive free trade
agreement with the United States through the MacDonald
Royal Commission. The request was made despite the
fact that in 1985, 85 percent of all Canadian exports to
the United States crossed the border duty free, with the
remaining average tariff rate being four percent—these
zero and low tariff rates were in large part because of the
Canada-U.S. Automotive Products Agreement of 1965 and
Canada’s dedication to the successive rounds of the GATT
negotiations. However, given the high degree of economic
dependence on the United States, Canada was quite vul-
nerable to unilateral action from the United States through

84

foreign trade policy changes and sought to minimize this
vulnerability (Coffey, et al. 1999).

There were four factors during the 1980s that led to
Canada’s feeling vulnerable and to the negotiations of the
CUSFTA. First, the 1981-1982 recession with its corre-
sponding high interest rates, high unemployment, and
particularly important for Canada, declines in commod-
ity prices, was viewed as an external force acting on the
Canadian economy. Because of this view, the need for
open and assured access to the U.S. market for exports
was reinforced. Second, during the recession, the United
States began to move toward protectionist trade policies,
particularly on important Canadian exports such as soft-
wood lumber, fish, pork, and steel. Canada needed to limit
the scope of any unilateral trade restrictions made by the
U.S. policy-makers. Third, on the international front, there
was a perceived decline in the GATT’s ability effectively to
regulate world trade. Lastly, the emergence of new inter-
national competition in world markets forced Canada to
consider its place in a globally competitive world (Smith
and Stone 1987).

The resulting objective for Canada and the United
States, though somewhat different, all relate to these four
factors. Canada’s objectives were greater certainty in U.S.
trade laws and market access to the United States through
decreased tariff rates and increased foreign direct invest-
ment. The United States, on the other hand, was more fo-
cused on rule-making: no new trade barriers; agreements
on services, investment, and intellectual property rights;
and resolutions to long-standing trade disputes, particu-
larly automotive subsidies to non-Auto Pact automotive
producers in Canada. In general, both countries hoped
the CUSFTA would further the multilateralism process,
as well as functioning as a “fallback” if the GATT (WTO)
process broke down. At the domestic level, both Canada
and the United States also aimed for inter- and intra-in-
dustry specialization (the rationalization of production)
in order for both countries to benefit from the Agreement.
This rationalization would, in turn, increase the competi-
tiveness of each country in a global context to promote
export-led growth and reduce each country’s trade im-
balance with the rest of the world, particularly that of the
United States (Schott 1991).

The Canada-U.S. Free Trade Agreement

At the time, the CUSFTA was the most comprehensive free
trade agreement negotiated and implemented between
two nations. For the first time, the CUSFTA established
a bilateral and contractual institutional base to manage a
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bilateral trade and economic relationship. The Agreement
also introduced non-discrimination based on the firm’s
nationality in areas such as services and investment (Hart
1989; Waverman 1991). Importantly also, for the interna-
tional trading regime and multilateralism in general, the
CUSFTA is not inconsistent with the GATT/WTO (see
Bhagwati (1999) for a critical discussion of this issue).
In fact, because of increased efficiency and productivity
through rationalization, the progress made in agriculture,
and the Agreement countering the worldwide protection-
ist trend, the CUSFTA “pioneers new agreements on dis-
pute settlement, services, and investment on which GATT
negotiators can build and develop better multilateral ac-
cords” (Schott 1991:81).

The results of the CUSFTA can be broadly classified
into three categories: trade liberalization, rule-making and
standstill. Trade liberalization is probably the most “vis-
ible” portion of the CUSFTA. Tariffs on most goods were
to become zero within ten years—less progress was made
with non-tariff barriers. More government contracts were
to be opened to competitive bidding, which is the so-called
national treatment of firms that states any firm from either
Canada or the United States is to be treated without con-
sideration of its nationality. And the uses of restraints and
minimum price requirements or both on energy have been
barred. With respect to rule-making, the CUSFTA estab-
lished legal frameworks: the ability of businesses to oper-
ate in both Canada and the United States; a trade dispute
resolution mechanism, liberalization and transparency of
investment policies, particularly in Canada. No national
bias to be imposed on future government policies (similar
to the national treatment of firms, above), judging service
providers on their competence and facilitation of cross-
border travel by businesspersons to stimulate the trading
and investment relationships between the two countries.
Finally, standstill refers to aspects of the CUSFTA that
preclude any return to protectionist policies by stating that
any new restrictions and barriers or both cannot be greater
in magnitude than before the Agreement and should move
toward liberalization. It should be noted that the CUSFTA
does not prevent future attempts at protectionism but re-
quires that policies be transparent (Schott 1991).

Despite these great strides forward in trade liberaliza-
tion, rule-making, and standstill, the CUSFTA does have
significant limitations and comes nowhere near the level
of trade and economic integration present in the European
Union (Waverman 1991). Regardless of the significant
inroads made in agricultural trade, agriculture is covered
only briefly, trade flows in the textiles industry is severely
constrained, and beer is excluded from the Agreement

completely; services and investment, though partially lib-
eralized in certain sectors, are quite limited in their scope
of liberalization; in the context of the European Union, the
CUSFTA does not liberate international trade in the fac-
tors of production, particularly labour mobility; and in the
context of multilateralism (see Bhagwati 1999), the CUS-
FTA does not cover barriers to international trade with
third parties (Waverman 1991)—both Canada and the
United States maintain independent trade barriers with
non-CUSFTA countries. However, whether the CUSFTA
is judged by its great strides forward or its limitations,
it is a document that has a significant role in the nature
of the Canadian economy because of the high degree of
economic interaction with the United States.

Why Bother With the NAFTA?

The vast majority of Canada’s 1993 international trade
flows were with the United States (exports = 79.8 percent,
imports = 67 percent), followed by those to East Asia (ex-
ports = 9.0 percent, imports = 14.8 percent), the European
Union (exports = 6.2 percent, imports = 9.7 percent), and
Mexico (exports = 0.5 percent, imports = 2.3 percent).
Needless to say, Mexico’s importance to Canada’s inter-
national trade flows was not great, even by today’s (2002)
standards (exports = 0.6 percent, imports = 3.7 percent).
So, why did Canada become involved with the NAFTA?
The CUSFTA did not address subsidies, countervailing du-
ties, anti-dumping duties, procurement preferences, and
intellectual property rights (Coffey et al. 1999), but surely
these issues could have been directly negotiated with the
United States—the first few of these omissions have be-
come quite important in the softwood lumber industry in
recent years, particularly for British Columbia. However,
despite the low degree of Canada-Mexico international
trade flows, competition in the U.S. markets could prove
to be trade diverting for Canada, leaving Canada worse
off by not being a part of the NAFTA. In addition to in-
creased access to the U.S. market, any gains in Mexico’s
efficiency and productivity resulting from scale economies
and the rationalization of production or both could fur-
ther increase Mexico’s labour cost advantage over Canada
(Cadsby and Woodside 1993; Hart 1991; Waverman 1993;
Weintraub 1991).

As a result of these concerns and the announcement
that the United States and Mexico intended to establish
a free trade agreement in June 1990, Canada, in January
1991, sought negotiation status to ensure access to the
U.S. market, yet again. Therefore, rather than having for-
eign trade policies of other nations dictate Canada’s role
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in the global economy, Canada played an active role in
those foreign policies, potentially achieving further gains
in efficiency and productivity from scale economies and
rationalization, thereby improving Canada’s overall posi-
tion in the global economy as well as potentially dealing
with perceived deficiencies of the CUSFTA (Coftey, et al.
1999; Whalley 1993).

The North American Free Trade Agreement

As with the CUSFTA, the most visible aspect of the
NAFTA is trade liberalization, having tariff rates elimi-
nated over a 10-15 year period, depending on the sensi-
tivity of the tariff rate category to the national economy.
Despite this lengthy transition, 50 percent of all tariff
rates were eliminated as of 1994, and Canada-United
States tariffs continued on their complete tarift rate phase-
out according to the CUSFTA completed in 1998. The
Agreement also included a commitment to decrease sig-
nificantly non-tariff barriers such as quotas and import
licenses, particularly with United States-Mexico trade in
agriculture, and to permit an easier flow of business and
professional people across both national borders (Coffey,
et al. 1999; Hufbauer and Schott 1993; Weintraub 1993).

However, the NAFTA is much more than an agreement
to add Mexico to the CUSFTA. Historically speaking, the
NAFTA, superseding the CUSFTA, became the most com-
prehensive free trade agreement negotiated between re-
gional trading partners and is the first free trade agreement
negotiated between a developing country and industrial-
ized countries (Hufbauer and Schott 1993). Moreover, the
NAFTA extended the scope of the CUSFTA with respect
to Canada-United States international trading relations,
but most notably in a negative manner.

As with the CUSFTA, the NAFTA contains rules of
origin in determining whether or not a product qualifies
for the NAFTA tariff rate—essentially, a certain portion of
the product must be produced within the free trade area
to qualify. These rules of origin increased significantly in
the automotive and textiles/apparel sectors—viewed as
increases in the degree of protectionism between members
of a free trade agreement (Cadsby and Woodside 1993).
In the automotive sector, the “domestic” content of the
automobiles and engines went from 50 percent (1994) to
56 percent (1998) to 62.5 percent (2002). This increase is
believed to be significant because any domestic content re-
quirement above 60 percent requires large investments in
power train manufacturing (engines and transmissions),
potentially having a deleterious effect on Japanese automo-
tive investment in Canada (Waverman 1993). Similarly
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with textiles and apparel, the rules of origin became more
restricted as a result of the NAFTA in such a way that even
though there has been the elimination of tariff rates and
non-tariff barriers on NAFTA trade, very few products
qualify under the NAFTA—considered a “schizophrenic
result” of the Agreement (Hufbauer and Schott 1993:3).
Other aspects of the NAFTA include the following
provisions: agreements on labour and the environment
(though considered more “symbolic gestures” than sub-
stantive agreements (Cadsby and Woodside 1993)); an
expansion of the dispute settlement procedures not only to
include Mexico, but to include a permanent supranational
institutional body that may be effective in government
trade relations for the member countries; a slight broad-
ening of the scope for financial service liberalization, as
well as services in general; moderate liberalization in land
transportation services; and the explicit protection of in-
tellectual property rights, a U.S. objective in the CUSFTA
negotiations (Cadsby and Woodside 1993, Hufbauer and
Schott 1993). Notable omissions from the NAFTA include
the energy sector and future impediments to international
trade flows. The energy sector, aside from moderate access
to the Mexican oil and gas market (Hufbauer and Schott
1993) and a provision for U.S. utility companies to hon-
our existing contracts with Canadian energy providers, is
generally immune to free trade. Significant impediments
to international trade flows, also unresolved in CUSFTA
negotiations, such as anti-dump and countervail proce-
dures against member countries, continue to be an issue
in Canadian trade—softwood lumber, for example.
Regardless of the fact that a large portion of the NAFTA
documents deals with exceptions to free trade and the
restrictions and limitations therein, the NAFTA is a “move
toward greater freedom in economic relations among the
three [member] countries” (Weintraub 1993). As with the
CUSFTA, the NAFTA has not only modified Canada’s
trading relationship with its largest trading partner, the
United States, but re-positioned it in the global economic
order and modified its international trading patterns.

Previous Research on the Effects of Free Trade
Ex-ante Estimates of the Effects of Free Trade

Assessing the impact of a substantial policy change such
as a free trade agreement, for example, is necessarily a
difficult task. A national economy is a complex and inter-
related social construction that does not easily lend itself
to accurate economic forecasts (see Granger and Newbold
(1986) for a summary of the relative merits of alterna-
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tive forecasting methods in econometric modeling). De-
spite the difficulties associated with accurately predicting
changes in the economy, such predictions may be informa-
tive to the formation of government policy. If, for exam-
ple, no matter how the predicted effects are obtained in
the modeling process, a strong deleterious effect always
arises from a policy change, that government policy may
(should) be reconsidered. One such method that does not
depend on the (failed) econometric models using histori-
cal data to estimate future change is a simulation.

These simulations, built on the seminal work of Harris
(1984), use a simplified model of the economy, impose a
policy change (shock) on the economy, and calculate the
change in the economy as a result of that policy change.
That is done by gathering actual data on inter-industry
transactions, factor payments (wages, interest, etc.), final
demands for goods (consumption, investment, govern-
ment expenditures, etc.), and making some simplifying
assumptions regarding economic behaviour. Further,
assuming that the observed (real) data is in (short-run)
equilibrium, the relevant policy parameters (tariff rates,
etc.) are altered, a new equilibrium is calculated, and the
change between the two equilibria is measured (Kehoe
and Kehoe 1995).

These models of the economy are usually referred to as
applied general equilibrium models. They are popular be-
cause they can assess the impact of reallocating resources
between industries and determine the winners and los-
ers differentiated by industry, region, or both, that result
from the policy change. Unfortunately, these models of
the economy are highly simplified versions of the actual
economy with many simplifications such as a limited
number of aggregated industries (typically 15-35) and
the policy change is instantaneous—in the case of free
trade agreements, all tariff rates and non-tariff barriers
are removed at the implementation of the policy change.
Therefore, any results should be taken with a grain of salt,
interpreted and evaluated with caution. Nevertheless, they
do provide a view into the future worth noting.

Though the different studies using applied general
equilibrium analysis all differ along the number of indus-
tries in the economy, how many countries are modeled
and markets structured, the results are all qualitatively
similar. The effect of the CUSFTA is positive for Canada,
with the increases in real GDP ranging from 1.6 percent
(Jenness 1987) and 4.5 percent (Cox 1994) to 11 percent
(Roland-Holst, et al. 1994)—these gains all take 8-10 years
to materialize and are in addition to any growth in the
economy independent from the CUSFTA. The large range
in the effects is present because of different assumptions in

the model economy. Jenness (1987) also finds that these
gains are distributed quite evenly across the different re-
gions of Canada—proportional to their populations. At
the industry level, Jenness (1987) finds that 30 of the 36
industries modelled experience output and employment
gains, with an industry-wide net increase in both output
and employment. Roland-Holst, et al. (1994) find similar
results but notes that the industry-level gains and losses
are difficult to ascertain because the results are quite sensi-
tive to the model’s assumptions, particularly with market
structure in the industry.

NAFTA, from a Canadian perspective, is quite dif-
ferent. The general result is that Canada has zero, or es-
sentially zero, gains from the NAFTA over and above the
gains from the CUSFTA (Kehoe and Kehoe 1995). Us-
ing the CUSFTA results as a benchmark, Cox and Harris
(1992) and Cox (1994, 1995) find that Canada has small
(though positive) gains from the NAFTA, particularly
with respect to changes in the trading relationship with
the United States. Relatively speaking, Canada-Mexico
trade increases significantly, 57 percent, but because the
small base level of trade, this increase has little effect on
the Canadian economy. Brown, et al. (1992) reports a sig-
nificant positive effect of the NAFTA for Canada, but the
magnitude, though larger than the Cox and Harris (1992)
and Cox (1994, 1995) results, is low.

Overall, Canada experiences the greatest gains from
free trade in North America (only through the CUS-
FTA), followed by Mexico, and the United States. This
rank order should be no surprise given the importance
of the U.S. economy to the Canadian economy, followed
by Mexico. Though Canada is the United States’ largest
trading partner, with Mexico now ranking second, the U.S.
economy is so large that any absolute changes from free
trade agreements are relatively small (Brown, et al. 1995).

The Measured Effects of Free Trade

The applied general equilibrium models discussed above
are the most prominent of the simulation studies done
on the effects of the CUSFTA and the NAFTA on Canada
and the United States. Overall, compared to actual inter-
national trade flow data, these studies do a good job in
the relative ranking of the member countries with respect
to the overall impact of free trade, but the magnitude of
their estimates are underestimated, particularly for the
NAFTA (Kehoe 2003). However, since the CUSFTA and
the NAFTA are still quite young, research on the actual
effects of these free trade agreements on the members’
national economies is sparse. Some research on the older
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agreement, the CUSFTA, has emerged in the past years,
and to a lesser degree, the NAFTA.

One of the prime concerns regarding regional trade
agreements, or regionalism, such as the CUSFTA and the
NAFTA, is that the member countries will concentrate
their international trading relationships solely with mem-
ber countries, leading to decreased multilateralism and
decreased world welfare (Bhagwati 1999). With respect
to the CUSFTA and the NAFTA, very little meaningful
evidence is found to date to justify this concern. Claus-
ing (2001) finds that there is substantial trade creation
(intra-regional international trade growth) resulting from
the CUSFTA, with little evidence of any trade diversion.
Supporting this claim for the NAFTA, Krueger (2000)
finds that not only is there little evidence of trade diver-
sion in the aggregate, but this result holds across almost
all commodity categories as intra-NAFTA trade increased
as a whole. Using a finer degree of data aggregation, Fu-
kao, et al. (2003) find that there is significant evidence of
trade diversion for U.S. international trade flows in textiles
and apparel and footwear products, particularly in Asia.
However, trade diversion is an aggregate phenomenon,
well beyond a commodity category, even a single national
economy. A result of any free trade agreement is some
form of rationalization of production, potentially leading
to a spatial re-organization of commodity production and,
therefore, trading partners. The issue is not whether or not
international trade flows in a particular commodity group
with a particular non-member country has increased or
decreased, but if any rationalization of production lends
itself to a decrease in international trade flows with non-
member countries, overall. To date, no research has in-
dicated such a phenomenon regarding the CUSFTA or
the NAFTA.

The rationalization of production, however, has oc-
curred as a result of free trade between Canada and the
United States, but not to the extent initially thought. Head
and Ries (1999) find that although Canadian manufactur-
ing output per plant has increased dramatically (about 34
percent) while the number of plants has decreased dra-
matically (about 21 percent) during the six years after the
CUSFTA came into effect, the CUSFTA is only partially
responsible. The apparent substantial rationalization in
Canadian manufacturing is partially due to the measure-
ment error on the part of Statistics Canada and on other
economic forces, but industrial re-organization and the
reduction of (U.S.) tariff rates has had an impact on Cana-
dian manufacturing. As hoped by Canadian negotiators,
this industrial restructuring has had initially a positive
impact on Canada’s competitive position in the global
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economy. In 1998 and 1999 Canada reached its high-
est ranking, number five, but has since fallen to sixteen
(2003), losing out to countries in the European Union and
East Asia (World Economic Forum).

Overall, the effect of free trade on Canada is positive.
Trefler (1999) notes that manufacturing output and em-
ployment decreased in the years following the CUSFTA,
but it is difficult to assess the independent effect of the
CUSFTA because of the recession that ensued at the time
the CUSFTA came into force (Gaston and Trefler 1997)—
these decreases actually resulting from the CUSFTA are
the result of Canadian manufacturing adjusting to its
new multinational competitive space. International trade
flows, on the other hand, have increased in magnitude
much greater than expected, with more than one-half of
the international trade flow increases attributable to the
CUSFTA (Clausing 2001; Schwanen 1997). The NAFTA,
however, has not been shown to have had a significant
effect over and above the CUSFTA (Gould 1998). The in-
dustrial sectors that achieved the most significant tariff
decreases typically had the greatest growth in international
trade flows; and for these industries that were substantially
impacted by the CUSFTA, the tariff cuts not only explain
almost all of Canada’s increased international trade flows
with the United States, but also the increased share of
the United States in Canadian international trade flows
(Clausing 2001; Schwanen 1997; Trefler 1999).

Not surprisingly, Canada experienced unprecedented
import and export expansion during the 1990s that cannot
be explained without considering the free trade agree-
ments. Additionally, Canadian international trade growth
currently exceeds Canadian manufacturing output growth,
making Canada one of the most open national economies
in the world (Trefler 1999). The result is a high level of in-
tegration between Canada and the United States—almost
one-third of the Canadian economy is currently tied to the
United States’ economy through international trade flows
(Courchene 2003). This level of integration of now higher
than that of a typical customs union or common market
national economy, without any of the supranational in-
stitutions and rules to manage such a high degree of eco-
nomic interdependence. That leads Courchene (2003:263)
to call for “institutional deepening” between Canada and
the United States. The former east-west (inter-provincial)
geographical economic space has been transformed into
a north-south (Canada-United States) geographical eco-
nomic space, through free trade (Courchene 2003).
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Canada-U.S. Trade Patterns, 1989-2002
International Trade at the National Level

The levels of Canadian international trade flows to the
United States, Mexico, the European Union (EU-15), East
Asia with Australia and New Zealand (EA-ANZ) and the
Rest of the World (ROW), are shown in figures 1-4 and
table 1—see the Data Appendix for a brief description of
the data and industrial sectors used in this study. Cana-
da’s international trade with the United States has grown
steadily throughout the study period, with exports grow-
ing at a rate slightly higher than imports. Concerning the
possibility of trade diversion resulting from the free trade
agreements, total international trade flows to all other
regions of the world, including Mexico, have increased
at a faster rate than the Canadian economy. Consider-
ing imports separately, the pattern is similar, with excep-
tional growth in Canada’s imports from Mexico. Exports
exhibit a slightly different pattern, growing significantly
faster than the Canadian economy for the United States
and Mexico, but slower, though positive, for the European
Union, East Asia with Australia and New Zealand, and
the Rest of the World. Therefore, any concerns regarding
trade diverting effects of the free trade agreements are
unfounded, consistent with previous research.

The relative shares of Canadian international trade
flows to the same countries or regions are shown in figures
5-8 and table 2. Canada is clearly adjusting its trading re-
lationships with the rest of the world as a result of the free
trade agreements. The European Union, East Asia with
Australia and New Zealand, and the Rest of the World
are all losing shares in Canadian international trade flows,
particularly with respect to exports. Essentially all of these
former export markets have moved to the United States
over the past 15 years: 74 percent (1989) to 87 percent
(2002). Mexico has increased its share of Canadian ex-
ports only marginally. East Asia with Australia and New
Zealand began to lose some of its import share after the
implementation of the NAFTA, but has since regained
its losses; both the European Union and the Rest of the
World show consistent moderate gains in their import
shares, also exhibiting slight decreases around the time the
NAFTA was implemented. The United States, however, has
decreased its share in Canadian imports by three percent,
with Mexico absorbing most of the U.S. losses.

The overall result of the free trade agreements is Cana-
da reorganizing its international trading relationships both
within and outside of North America. This reorganization
is done without any apparent losses in global welfare be-

cause Canada’s international trade flows outside of North
America have increased in real terms. In many cases, that
growth in international trade flows has outstripped the
growth of the Canadian economy.

International Trade Growth
at the Industrial Sector Level

As shown in figures 9-14 and table 3, almost all industrial
sectors have experienced significant growth in the volume
of international trade flows, in real terms—all values are in
constant 1997 Canadian dollars, exports plus imports. The
only exception to this pattern is the Leather industrial sec-
tor that exhibited almost zero growth. The Food Products
and Clothing industrial sectors exhibited the strongest
growth, with trading volumes five times the 1989 value
or more in 2002. Generally speaking, all industrial sectors
in the Canadian economy expanded their levels of inter-
national trade flows with the United States subsequent to
the CUSFTA entering into force.

Separating international trade flows into exports
and imports; export growth outstripped import growth
in all but four industrial sectors (see table 5). With in-
crease factors as high as 5.18 (Textiles), 6.60 (Food), and
9.40 (Clothing), and overall exports (2.55) and imports
(1.97), Canada’s trade balance with the United States has
improved. This outcome satisfies one of the goals set out
by Canadian negotiators of the CUSFTA.

Regarding the timing of the expansion in interna-
tional trade flows, most industrial sectors show smooth
expansion over the study period. However, Vegetable
Agriculture, Mining Quarrying, and Petroleum, Wood
Products, Primary and Fabricated Metals Products, Other
Transport, Professional Goods, and Other all appear to
have accelerated their growth at times coinciding with
the implementation of the NAFTA. Despite this appear-
ance, caution should be exercised with any interpretations,
given that only five years separate the CUSFTA and the
NAFTA. Lastly, as shown in the national levels of imports
and exports, as well as most of the industrial sectors, the
levels of post-2000 international trade flows have fallen
slightly, likely because of the changing political climate
in the United States from the September 11, 2001 terror-
ist attacks.

Turning to table 4, the relative industrial sector shares
in Canada-United States trade, the changes over the
study period are much more varied, indicating changes
in the industrial structure of international trade flows.
Paper Products, Printing and Publishing, Primary and
Fabricated Metals, Non-electrical Machinery, and Motor
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THE EFFECTS OF NORTH AMERICAN TRADE ON THE CANADIAN ECONOMY
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Figure 9. Exports plus Imports, by Industry

Figure 12. Exports plus Imports, by Industry

Source. Statistics Canada (2003).
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Table 1. Canadian international trade flows

Exports 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
USA 117.0 117.4 112.7 128.4 152.2 182.4  202.1 213.5 230.2 253.6  283.0 318.6 307.2 298.4
Mexico 0.7 0.7 0.6 0.9 0.9 1.1 1.2 1.3 1.2 1.5 1.6 1.9 2.5 2.2
EU15 13.7 13.8 12.8 12.8 11.9 12.9 16.7 15.5 14.8 15.4 15.5 17.6 16.7 15.3
EA-ANZ 18.3 17.2 16.3 16.4 17.1 20.4 26.5 24.1 23.8 18.5 18.1 20.3 18.7 18.5
ROW 8.5 8.9 8.8 9.3 8.6 9.5 11.0 11.6 12.9 11.6 9.9 10.2 9.9 9.1
Total 158.2 158.0 151.1 167.7 190.7  226.3 2574 266.0 282.9 300.5 328.1 368.5 355.0 343.5
Imports 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
USA 99.7 95.8 81.8 95.9 116.9 139.7 150.6 153.2 178.7 198.8 2069 2113 196.9 196.2
Mexico 2.0 2.0 2.8 3.0 3.9 4.7 5.5 6.1 7.0 7.7 9.4 11.4 11.4 11.8
EU15 19.0 19.1 17.2 16.7 16.9 20.2 22.8 22.5 26.4 27.9 31.0 34.6 35.7 35.8
EA-ANZ 22.0 21.2 21.9 23.9 25.9 28.7 314 28.9 33.9 38.5 41.4 47.0 43.7 47.2
ROW 10.1 10.5 9.9 10.1 11.0 12.8 14.7 15.7 17.6 17.7 18.8 24.7 23.2 23.9
Total 152.7 148.6 133.7 149.6 1746 2062 2249 2264 2637 2907 307.5 329.0 310.9 314.8
Total Trade 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
USA 216.7 2132 194.5 2244 269.1 322.0 352.7  366.7  408.8 4524  489.9 529.9 504.1 494.6
Mexico 2.7 2.7 3.4 3.9 4.8 59 6.7 7.4 8.2 9.2 11.0 13.3 13.9 14.0
EU15 32.6 33.0 29.9 29.5 28.8 33.1 39.5 38.0 41.2 43.3 46.5 52.1 52.4 51.1
EA-ANZ 40.3 38.4 38.2 40.3 42.9 49.1 57.8 53.0 57.8 57.0 59.5 67.3 62.4 65.7
ROW 18.6 19.5 18.7 19.4 19.6 22.3 25.7 27.4 30.5 29.4 28.7 34.9 33.1 33.0
Total 310.8 306.7  284.8 3174 365.2 432.3 4824 4924  546.5 591.2 6356  697.5 665.9 658.3

Source: Statistics Canada 2003



Table 2.

Exports
USA
Mexico
EU15
EA-ANZ
ROW

Imports
USA
Mexico
EU15
EA-ANZ
ROW

Total Trade
USA
Mexico
EU15
EA-ANZ
ROW

Source: Statistics Canada 2003

1989
0.740
0.005
0.086
0.115
0.054

1989
0.653
0.013
0.124
0.144
0.066

1989
0.697
0.009
0.105
0.130
0.060

1990
0.743
0.004
0.087
0.109
0.057

1990
0.644
0.013
0.129
0.143
0.071

1990
0.695
0.009
0.107
0.125
0.064

1991
0.746
0.004
0.084
0.108
0.058

1991
0.612
0.021
0.129
0.164
0.074

1991
0.683
0.012
0.105
0.134
0.066

Canadian international trade shares

1992
0.766
0.005
0.076
0.098
0.055

1992
0.641
0.020
0.112
0.160
0.068

1992
0.707
0.012
0.093
0.127
0.061

1993
0.798
0.005
0.062
0.090
0.045

1993
0.670
0.023
0.097
0.148
0.063

1993
0.737
0.013
0.079
0.118
0.054

1994
0.806
0.005
0.057
0.090
0.042

1994
0.678
0.023
0.098
0.139
0.062

1994
0.745
0.014
0.077
0.113
0.052

1995
0.785
0.005
0.065
0.103
0.043

1995
0.670
0.024
0.101
0.139
0.065

1995
0.731
0.014
0.082
0.120
0.053

1996
0.803
0.005
0.058
0.091
0.044

1996
0.677
0.027
0.099
0.128
0.069

1996
0.745
0.015
0.077
0.108
0.056

1997
0.814
0.004
0.052
0.084
0.045

1997
0.678
0.027
0.100
0.129
0.067

1997
0.748
0.015
0.075
0.106
0.056

1998
0.844
0.005
0.051
0.061
0.039

1998
0.684
0.027
0.096
0.133
0.061

1998
0.765
0.015
0.073
0.096
0.050

1999
0.863
0.005
0.047
0.055
0.030

1999
0.673
0.031
0.101
0.135
0.061

1999
0.771
0.017
0.073
0.094
0.045

2000
0.864
0.005
0.048
0.055
0.028

2000
0.642
0.035
0.105
0.143
0.075

2000
0.760
0.019
0.075
0.096
0.050

2001
0.865
0.007
0.047
0.053
0.028

2001
0.633
0.037
0.115
0.141
0.075

2001
0.757
0.021
0.079
0.094
0.050

2002
0.869
0.006
0.045
0.054
0.027

2002
0.623
0.037
0.114
0.150
0.076

2002
0.751
0.021
0.078
0.100
0.050



Table 3a. Total and industrial sector export levels, constant 1997 Canadian dollars

Total Trade

Animal Agriculture

Vegetable Agriculture

Food

Beverages and Tobacco
Mining, Quarrying, Petroleum
Chemicals

Plastics and Rubber Products
Wood Products

Paper Products

Printing and Publishing
Leather

Textiles

Clothing

Non-metallic Mineral Product
Primary and Fabricated Metals
Non-Electrical machinery
Electrical Machinery

Motor Vehicles and Parts
Other Transport

Professional Goods

Other

Source: Statistics Canada 2003.

1989
117.0
2.8
0.9
0.9
0.9
13.3
4.7
33
5.3
11.7
0.5
0.3
0.5
0.3
2.4
11.0
11.1
5.0
36.0
2.7
1.2
2.2

1990
117.4
3.1
0.9
0.9
1.0
15.5
4.7
3.5
4.9
11.9
0.4
0.3
0.6
0.4
1.8
9.6
10.6
6.4
34.6
3.1
0.9
2.1

1991
112.7
3.0
0.8
1.2
1.2
15.6
4.6
3.4
4.5
10.3
0.4
0.3
0.7
0.5
2.5
8.7
9.9
6.5
32.6
3.2
1.0
1.8

1992
128.4
3.6
1.1
1.6
1.5
17.2
5.4
4.2
6.2
10.5
0.5
0.3
0.9
0.7
2.8
9.8
11.1
7.0
37.6
2.9
1.3
2.3

1993
152.2
4.0
1.4
1.9
2.0
19.6
6.2
52
9.0
11.1
0.7
0.3
1.1
0.9
3.7
11.3
13.3
7.4
46.3
2.7
1.4
2.9

1994
182.4
4.1
2.1
2.4
1.5
21.7
7.4
6.8
11.2
12.5
0.7
0.4
1.4
1.2
4.0
14.3
17.2
9.0
54.9
3.8
1.8
4.0

1995
202.1
4.2
2.0
2.7
1.5
23.4
8.4
8.0
10.4
17.6
0.9
0.4
1.6
1.4
3.9
17.1
20.0
10.8
56.9
4.3
1.9
4.8

1996
213.5
4.8
2.3
3.0
1.8
27.8
8.7
8.4
12.3
15.2
0.9
0.5
1.8
1.7
4.6
16.9
21.2
12.7
55.9
5.4
2.1
5.5

1997
230.2
52
2.6
34
1.9
29.0
9.5
9.7
13.5
15.0
1.1
0.5
2.0
2.1
5.0
18.4
22.5
14.3
59.6
5.8
2.4
6.5

1998
253.6
5.8
2.8
4.3
2.0
25.3
10.1
10.9
14.8
16.4
1.4
0.5
24
2.6
5.6
19.7
26.6
15.8
68.3
8.1
2.8
7.3

1999
283.0
6.2
2.7
4.6
2.0
29.2
10.3
11.9
17.7
16.8
1.5
0.5
2.5
2.9
6.0
19.5
27.5
18.3
82.8
8.5
3.0
8.6

2000
318.6
6.6
2.7
4.8
2.0
51.4
11.3
13.2
15.7
18.6
1.6
0.5
2.6
3.1
6.5
20.9
28.9
25.9
80.2
8.4
44
9.4

2001
307.2
7.8
3.1
5.5
2.0
53.7
12.1
13.8
15.3
18.0
1.7
0.5
2.6
3.0
5.1
19.8
27.2
17.7
75.0
10.7
3.6
9.1

2002
298.4
8.0
3.2
6.0
2.0
46.7
12.3
14.2
15.1
16.9
1.8
0.4
2.6
3.1
5.6
20.7
25.9
14.7
77.7
9.1
33
9.3



Table 3b. Total and industrial sector import levels, constant 1997 Canadian dollars

Total Trade

Animal Agriculture

Vegetable Agriculture

Food

Beverages and Tobacco
Mining, Quarrying, Petroleum
Chemicals

Plastics and Rubber Products
Wood Products

Paper Products

Printing and Publishing
Leather

Textiles

Clothing

Non-metallic Mineral Product
Primary and Fabricated Metals
Non-Electrical machinery
Electrical Machinery

Motor Vehicles and Parts
Other Transport

Professional Goods

Other

Source: Statistics Canada 2003.

1989
99.7
1.0
24
1.2
0.6
2.9
5.4
4.8
1.3
1.9
1.7
0.3
1.6
0.4
2.4
7.0
21.0
10.0
26.1
2.5
3.4
1.9

1990
95.8
1.0
2.3
1.4
0.6
3.0
5.6
4.8
1.2
2.1
1.8
0.3
1.6
0.4
2.3
6.7
19.3
10.9
22.7
2.3
33
2.1

1991
81.8
1.1
2.2
1.5
0.6
2.3
59
4.7
1.1
2.1
1.9
0.2
1.6
0.5
2.1
6.1
18.0
10.1
12.1
2.2
3.2
2.2

1992
95.9
1.1
2.4
1.9
0.7
2.5
6.6
55
1.2
24
2.0
0.2
1.8
0.6
2.3
6.7
19.7
11.3
18.5
2.3
3.4
2.8

1993
116.9
1.2
2.7
2.2
0.8
24
7.7
6.4
1.4
2.7
2.1
0.2
2.1
0.8
3.0
7.8
23.1
13.0
28.1
1.9
4.0
3.1

1994
139.7
1.4
2.7
2.5
0.9
2.8
9.0
7.8
1.7
33
2.4
0.3
2.5
0.9
2.9
9.7
27.9
15.7
34.7
2.2
5.0
3.6

1995
150.6
1.4
2.9
2.7
0.9
3.1
9.8
8.5
1.8
4.2
2.5
0.3
2.8
1.0
2.8
11.0
29.9
17.5
35.6
2.9
5.1
3.7

1996
153.2
1.4
2.9
2.8
1.0
3.2
10.4
9.0
1.7
3.9
24
0.3
3.0
1.0
3.0
10.7
30.7
18.1
35.6
3.0
52
3.8

1997
178.7
1.5
3.2
3.3
1.2
3.7
11.9
10.5
2.1
4.3
2.7
0.4
3.4
1.3
3.5
13.3
36.2
20.3
42.3
3.4
6.1
4.2

1998
198.8
1.6
3.4
3.8
1.3
4.3
13.4
11.9
2.2
4.9
2.8
0.3
3.8
1.4
4.0
14.5
41.0
22.4
45.1
4.7
7.1
4.8

1999
206.9
1.8
3.4
3.8
1.3
4.0
14.1
12.8
2.4
52
2.7
0.3
3.6
1.3
3.8
14.9
42.0
23.7
48.5
4.4
7.9
5.1

2000
211.3
1.9
3.6
3.8
1.3
4.3
14.3
13.3
2.5
5.6
2.6
0.3
3.6
1.2
3.9
16.8
42.7
25.1
46.4
4.5
8.3
5.1

2001
196.9
2.0
4.0
4.2
1.5
4.4
14.7
13.0
2.3
5.6
2.6
0.3
3.4
1.2
3.7
14.4
39.1
20.4
42.6
5.4
7.5
4.7

2002
196.2
1.9
4.5
4.5
1.5
44
14.9
13.4
2.4
5.6
2.6
0.2
3.2
1.1
3.8
14.5
37.1
17.6
48.1
3.7
6.9
4.5



Table 3c. Total and industrial sector export plus import levels, constant 1997 Canadian dollars

Total Trade

Animal Agriculture

Vegetable Agriculture

Food

Beverages and Tobacco
Mining, Quarrying, Petroleum
Chemicals

Plastics and Rubber Products
Wood Products

Paper Products

Printing and Publishing
Leather

Textiles

Clothing

Non-metallic Mineral Product
Primary and Fabricated Metals
Non-Electrical machinery
Electrical Machinery

Motor Vehicles and Parts
Other Transport

Professional Goods

Other

Source: Statistics Canada 2003

1989
216.7
3.8
3.4
2.1
1.5
16.2
10.1
8.1
6.6
13.6
2.3
0.6
2.1
0.7
4.7
17.9
32.1
15.0
62.0
5.3
4.6
4.1

1990
213.2
4.1
3.3
2.3
1.6
18.5
10.4
8.2
6.1
13.9
2.2
0.6
2.2
0.8
4.1
16.3
30.0
17.3
57.3
5.4
4.3
4.2

1991
194.5
4.1
3.0
2.7
1.8
17.9
10.5
8.1
5.7
12.4
2.3
0.4
2.3
1.0
4.6
14.8
27.9
16.6
44.7
5.4
4.2
4.1

1992
224.3
4.7
3.5
3.5
2.2
19.7
12.0
9.7
7.5
12.8
2.5
0.5
2.7
1.3
5.1
16.5
30.7
18.4
56.1
52
4.7
5.1

1993
269.1
5.2
4.1
4.2
2.8
22.0
13.9
11.6
10.4
13.8
2.8
0.6
3.2
1.7
6.7
19.1
36.4
20.4
74.4
4.7
5.4
6.0

1994
322.1
5.5
4.7
4.9
2.4
24.5
16.4
14.5
12.8
15.8
3.1
0.7
3.9
2.1
6.9
24.0
45.0
24.7
89.6
6.0
6.8
7.6

1995
352.7
5.6
4.9
5.4
2.4
26.4
18.2
16.5
12.1
21.8
3.4
0.7
44
2.5
6.7
28.0
49.9
28.3
92.6
7.2
7.1
8.5

1996
366.7
6.2
52
5.8
2.8
31.0
19.1
17.4
14.0
19.1
3.4
0.8
4.8
2.7
7.7
27.7
51.9
30.8
91.6
8.3
7.3
9.2

1997
408.9
6.7
5.8
6.7
3.1
32.7
21.4
20.2
15.6
19.3
3.8
0.9
5.4
3.4
8.6
31.8
58.7
34.6
101.8
9.2
8.5
10.6

1998
452.4
7.5
6.2
8.1
3.3
29.6
23.5
22.8
17.1
21.3
4.1
0.8
6.2
4.1
9.6
34.2
67.6
38.2
113.4
12.8
9.9
12.1

1999
489.9
8.0
6.1
8.4
33
33.2
24.4
24.7
20.1
22.0
4.2
0.7
6.1
4.2
9.8
34.4
69.5
42.0
131.3
12.9
10.9
13.7

2000
529.9
8.5
6.3
8.7
33
55.7
25.6
26.5
18.2
24.2
4.2
0.8
6.2
4.3
10.4
37.7
71.6
51.0
126.6
12.9
12.7
14.5

2001
504.1
9.8
7.1
9.7
3.5
58.1
26.8
26.8
17.6
23.6
4.3
0.8
59
4.1
8.8
34.1
66.3
38.2
117.6
16.0
11.1
13.8

2002
494.6
9.8
7.7
10.5
3.4
51.0
27.2
27.6
17.5
22.5
44
0.7
5.8
4.1
9.4
35.2
62.9
32.3
125.7
12.8
10.2
13.7



Table 4. Industrial sector international trade shares

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Animal Agriculture 0.017 0.019 0.021 0.021 0.019 0.017 0.016 0.017 0.016 0.016 0.016 0.016 0.019 0.020
Vegetable Agriculture 0.016 0.015 0.015 0.016 0.015 0.015 0.014 0.014 0.014 0.014 0.013 0.012 0.014 0.015
Food 0.010 0.011 0.014 0.015 0.015 0.015 0.015 0.016 0.016 0.018 0.017 0.016 0.019 0.021
Beverages and Tobacco 0.007 0.008 0.009 0.010 0.010 0.008 0.007 0.008 0.008 0.007 0.007 0.006 0.007 0.007
Mining, Quarrying, Petroleum  0.075 0.087 0.092 0.088 0.082 0.076 0.075 0.084 0.080 0.065 0.068 0.105 0.115 0.103
Chemicals 0.046 0.049 0.054 0.054 0.052 0.051 0.052 0.052 0.052 0.052 0.050 0.048 0.053 0.055
Plastics and Rubber Products 0.037 0.039 0.042 0.043 0.043 0.045 0.047 0.047 0.049 0.050 0.050 0.050 0.053 0.056
Wood Products 0.031 0.029 0.029 0.033 0.039 0.040 0.034 0.038 0.038 0.038 0.041 0.034 0.035 0.035
Paper Products 0.063 0.065 0.064 0.057 0.051 0.049 0.062 0.052 0.047 0.047 0.045 0.046 0.047 0.045
Printing and Publishing 0.010 0.011 0.012 0.011 0.011 0.010 0.010 0.009 0.009 0.009 0.009 0.008 0.009 0.009
Leather 0.003 0.003 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.001 0.002 0.001
Textiles 0.010 0.010 0.012 0.012 0.012 0.012 0.012 0.013 0.013 0.014 0.012 0.012 0.012 0.012
Clothing 0.003 0.004 0.005 0.006 0.006 0.007 0.007 0.007 0.008 0.009 0.009 0.008 0.008 0.008

Non-metallic Mineral Products  0.022  0.019 0.023 0.023 0.025 0.022 0.019 0.021 0.021 0.021 0.020 0.020 0.017 0.019
Primary & Fabricated Metals 0.083 0.077 0.076 0.074 0.071 0.074 0.079 0.075 0.078 0.076 0.070 0.071 0.068 0.071

Non-Electrical machinery 0.148 0.141 0.144 0.137 0.135 0.140 0.141 0.142 0.144 0.149 0.142 0.135 0.132 0.127
Electrical Machinery 0.069 0.081 0.085 0.082 0.076 0.077 0.080 0.084 0.085 0.084 0.086 0.096 0.076 0.065
Motor Vehicles and Parts 0.286 0.269 0.230 0.250 0.276 0.278 0.262 0.250 0.249 0.251 0.268 0.239 0.233 0.254
Other Transport 0.024 0.025 0.028 0.023 0.017 0.018 0.021 0.023 0.023 0.028 0.026 0.024 0.032 0.026
Professional Goods 0.021 0.020 0.022 0.021 0.020 0.021 0.020 0.020 0.021 0.022 0.022 0.024 0.022 0.021
Other 0.019 0.020 0.021 0.023 0.022 0.023 0.024 0.025 0.026 0.027 0.028 0.027 0.027 0.028

Source: Statistics Canada 2003.
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Table 5. Canada-U.S. international trade flows, increase
factors

Exports Imports Total
Total Trade 2.55 1.97 2.28
Animal Agriculture 2.85 1.95 2.62
Vegetable Agriculture 3.46 1.83 2.28
Food 6.60 3.74 4.97
Beverages and Tobacco 2.14 2.69 2.35
Mining, Quarrying, Petroleum  3.50 1.51 3.15
Chemicals 2.63 2.76 2.70
Plastics and Rubber Products ~ 4.31 2.81 3.42
Wood Products 2.83 1.82 2.63
Paper Products 1.44 2.89 1.65
Printing and Publishing 3.37 1.51 1.96
Leather 1.39 0.78 1.09
Textiles 5.18 2.01 2.78
Clothing 9.40 2.74 5.77
Non-metallic Mineral Product  2.37 1.62 1.99
Primary and Fabricated Metals ~ 1.89 2.08 1.96
Non-Electrical machinery 2.33 1.77 1.96
Electrical Machinery 2.96 1.76 2.16
Motor Vehicles and Parts 2.16 1.84 2.03
Other Transport 3.35 1.44 2.43
Professional Goods 2.76 2.04 2.23
Other 4.25 2.32 3.34

Source: Statistics Canada 2003.

Vehicles and Parts all exhibit declines in their shares of
international trade flows, despite strong growth in the
levels of that trade. The decrease in the share of Motor
Vehicles and Parts from 28.6 percent (1989) to a low of
23.3 percent (2001) is indicative of the Canadian econ-
omy’s move toward a more diversified international trade
portfolio now that free trade is established in more than
this one industrial sector of the economy. The most recent
decrease in the share of Wood Products, particularly after
1999, is likely due to the softwood lumber dispute that
has escalated only in recent years—the industrial sector’s
share had been increasing, albeit slowly, until that time.
Notable expansions include the Mining Quarrying and
Petroleum and Plastics and Rubber Products industrial
sectors, with Food, Chemicals, and Other exhibiting mod-
erate relative expansion. Until 2000, Electrical Machinery
exhibited significant expansion but has since declined,
again, possibly because of the changing political climate
in the United States.
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Thus far, there is nothing novel in this presentation of
the effects of free trade agreements on Canada-United
States international trade patterns, aside from the latest
data and, perhaps, the particular industrial sector clas-
sifications. Consequently, there is little new information
being presented here.

The Measurement of Trade Types

Though aggregate measures of international trade flows
are instructive in the investigation of international trade,
in general, and trade policy changes such as free trade
agreements, in particular, they may still shroud changes
in international trade patterns. Therefore, it is necessary
to disentangle the Canada-United States aggregate inter-
national trade flows into their component parts: one-way
trade, two-way trade, and the specialization in the quality
of that two-way trade.

The Grubel-Lloyd Index

The Grubel-Lloyd Index measures the degree of trade
overlap in similar products (intra-industry trade) within
one or several industries (Sodersten and Reed 1994). For
a single industry, it is equal to:

(Xi+Mi)_‘Xi_Mi| ‘Xi_Mi|
M) (M)

where i is a commodity within industry j. This Grubel-
Lloyd Index expresses the country level as an unweighted
average for all commodity categories. This restriction with
the index can be removed with a weighted average, though
there still remains the category/sub-group aggregation

GL

problem with the ratio of net trade to gross trade (Green-
away and Milner 1986).

This problem arises because the net trade-gross trade
ratio is a weighted average of the indices for the next most
disaggregated groups (Sodersten and Reed 1994). Sup-
pose there are two commodities/sub-groups within an
industry:

‘Xi _Mi| _ (Xli _Mli)+(X2i _M2i)
(Xi +Mi) (Xli +M,+ Xy + M,

If the country in question is a net exporter in both
sub-groups, the weighting effect of the ratio is maintained,
but if the country is a net exporter of one good and a net
importer of the other good, the weighting effect is lost
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and the Grubel-Lloyd Index will take on a different value
(Sodersten and Reed 1994).

The index can be corrected by replacing the original
net trade-gross trade ratio with the following:

Z?:l Xij _Ml.'/‘
(Xj +Mj)

where i is a commodity sub-group i within industry j. This
adjustment removes the categorical aggregation problem
that results from countries being a net exporter in one
sub-group of an industry and a net importer in another
sub-group. If a country is a net exporter/importer in both
goods, GL = GL but if a country is a net exporter in one
good and a net importer in another, GL # GL (Greenaway
and Milner 1986):

2
i=1

()(j +Mj)

X, —M,;

)

GL'=1-

Disentangling intra-industry trade

Although the Grubel-Lloyd Index measures the degree of
trade overlap in a particular industry, it does not indicate
when trade becomes two-way trade. If the definition of
two-way trade is taken literally, the simultaneous import
and export of the same commaodity classification, any com-
modity that has a Grubel-Lloyd Index greater than zero
is two-way trade. More generally, we can consider trade
within a commodity classification two-way trade when the
minority value flow of trade, the lesser value of exports or
imports, is at least y percent of the majority value flow of
trade, the greater value of exports or imports:

Min(X oM,
Max(x .M ,,

>y percent

where p is the product category and t is the year. Below this
level, the minority value flow is not considered significant
because it does not represent the structural feature of trade
(Abd-el-Rahman 1991). In this study, y = 20 percent.

This criterion is then used to calculate an index of two-
way trade. For those products that have a 20 percent, or
greater, overlap:

Share of Two - Way Trad 2+ M)
are o WO - ay raezj—y
Xj+Mj

where i represents two-way traded goods with y percent
overlap and j represents all traded goods. This index of two-
way trade is proposed by Fontagné and Freudenberg (1997).

When the Grubel-Lloyd Index and the two-way
trade index used by the Centre detudes prospectives et
d’informations internationales (CEPII) are compared,
they are quite similar. Fontagné and Freudenberg (1997),
using regression analysis, found the fit between the two
indices to be impressive: R? = 0.97. The CEPII two-way
trade index is typically an overestimate of two-way trade as
compared to the Grubel-Lloyd Index because the Grubel-
Lloyd Index measures the degree of trade overlap, while
the CEPII index considers all trade over the y percent
threshold to be two-way trade (Fontagné and Freudenberg
1997). As will been seen below, the Grubel Lloyd Index
does indeed fall below the CEPII two-way trade index in
this North American study.

Product Similarity

Thus far, only one- and two-way trade are differentiated,
and now horizontal and vertical intra-industry trade need
to be disentangled. Within a given commodity group clas-
sified as two-way trade, products may or may not differ in
their quality. In models of intra-industry trade, horizontal
product differentiation is characterized by products with
similar quality levels, but different attributes, whereas
vertical differentiation is characterized by products with
significantly different quality levels.

Following Stiglitz (1987), empirical work that disen-
tangles intra-industry trade assumes that prices represent
quality even under imperfect information. Differences in
the unit values (UV) or prices of these commodities are
assumed to represent quality differences. Unit values are
defined for each commodity classification as the value of
trade divided by the quantity traded, giving an average
price of the goods traded in this category. Clearly, the
more disaggregated the classification system the better
this method represents the price of the commodities—a
classification system such as the 10-digit Harmonized Tar-
iff Schedule with 20,000 commodity classifications cap-
tures this well. The categories in the Harmonized Tarift
Schedule are so specific that different commodities have
different quantity measures: litres, kilograms, number, etc.,
whereas the SITC classification system is more general
and uses tonnes as its quantity variable for all commodity
categories.

Regardless of the level of (dis)aggregation, Abd-el-
Rahman (1991) and Fontagné and Freudenberg (1997)
define horizontal product differentiation as having the
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ratio of the export unit value to the import unit value
falling within some range:

1 <UVX
l+o UV

<l+o

where a is the threshold for the range. Vertical product
differentiation is then defined as:

uv~« uv
A1>1+a or
v uv

;<<Vﬁ+a)

The two thresholds used for the distinction between
vertical and horizontal product differentiation in the lit-
erature are 15 and 25 percent. The 15 percent threshold is
considered appropriate when price differences reflect only
differences in quality—the assumption of perfect informa-
tion—such that a consumer will not purchase a similar,
or lower, quality good at a higher price. However, in the
case of imperfect information the 15 percent threshold
may be too narrow such that the 25 percent threshold is
more appropriate. This study uses the 15 percent threshold
suggested by Abd-el-Rahman (1991).

The preceding criteria for trade overlap and product
similarity lead to three different categories of trade:

o two-way trade in similar, horizontally differentiated,
products (significant overlap and low unit value dif-
ferences)

« two-way trade in vertically differentiated products
(significant overlap and high unit value differences)

« one-way trade (no significant overlap).

With quality ranges of goods defined as up-market, mid-
dle-market, and down-market goods:

o high-end market: unit value > 15 percent of the aver-
age

o low-end market: unit value < 15percent of the aver-
age

o middle-end market: unit value within 15 percent of
the average.

The purpose of the up-, middle-, and low-market dis-
tinctions is to investigate which price/quality segments
of the market countries or industries place themselves,
or move towards.
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In order to measure the share of two-way trade in hori-
zontally differentiated products (TWHD) in industry j, the
ratio of the value of two-way trade for which UV¥/UV™
falls within the horizontally differentiated products range,
1/(1 +a) < UV¥/UVM < 1 + a, to the total value of trade in
that industry is calculated:

Zpiej ZHD (XPJ + Mp,t
Zp,.ej Zz (Xp,l + Mp»t

TWHD =

where Z represents all trade types, TWHD represents the
two-way horizontally differentiated trade share, p, € j rep-
resents product 7 in industry j, and ¢ represents the year.

A similar formula is used in the calculation of the share
of two-way trade in vertically differentiated products
(TWVD) in industry j; that is, when UVY/UVM < 1/(1 +
a) or UVX/UVM > 1 + a:

Zp,.e_/ ZVD (XPJ + Mp,t
Zpiej ZZ (‘va,t + Mpaf

TWHD =

where VD is vertically horizontally differentiated trade.
The share of one-way trade in industry j is the residual:

OWT, =1-TWHD , ~TWVD,

The primary limitation of the data used in this study
is the existence of quantities for every product category.
Though sometimes because of confidentiality in the data
when particular products are produced by only a few
firms, the quantity information is generally not disclosed
when the same product category is recorded with multiple
quantity units. Despite the low degree of aggregation in
these data, many products are reported using multiple
quantity units, with no standardization being imposed.
As aresult, the percentage of horizontally- and vertically-
differentiated trade is often not equal to two-way trade,
in general. Therefore, the proportions of trade based on
quality must be viewed as a sample of all two-way trade in
most industrial sectors. To aid in interpretation, the two-
way trade index (TW) is supplemented with a restricted
two-way trade index (TWR) that includes only two-way
that has quantities reported for both the import and ex-
port value—both indices are reported in table 6.



Table 6a. Industrial sectors, by trade type

Total Trade

Animal Agriculture

Vegetable Agriculture

Food

Beverages and Tobacco

Source: Statistics Canada 2003.

GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
W
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ

1989
0.410
0.582
0.307
0.133
0.079
0.095
0.268
0.258
0.251
0.033
0.046
0.172
0.199
0.240
0.195
0.048
0.014
0.134
0.383
0.503
0.503
0.118
0.181
0.204
0.224
0.199
0.199
0.056
0.011
0.132

1990
0.433
0.589
0.335
0.183
0.078
0.074
0.186
0.184
0.183
0.014
0.056
0.112
0.210
0.256
0.209
0.043
0.026
0.139
0.387
0.504
0.504
0.206
0.128
0.170
0.242
0.232
0.224
0.014
0.013
0.197

1991
0.360
0.448
0.191
0.056
0.065
0.070
0.211
0.269
0.259
0.010
0.042
0.206
0.224
0.278
0.228
0.041
0.020
0.166
0.401
0.514
0.514
0.203
0.140
0.172
0.222
0.227
0.222
0.039
0.005
0.178

1992
0.390
0.514
0.257
0.127
0.060
0.069
0.242
0.282
0.273
0.027
0.037
0.209
0.212
0.296
0.248
0.034
0.025
0.189
0.420
0.570
0.570
0.242
0.095
0.233
0.181
0.205
0.205
0.087
0.001
0.117

1993
0.412
0.528
0.272
0.124
0.071
0.078
0.268
0.293
0.285
0.027
0.040
0.218
0.234
0.279
0.235
0.040
0.024
0.171
0.452
0.579
0.579
0.103
0.237
0.239
0.164
0.251
0.251
0.073
0.028
0.150

1994
0.404
0.579
0.327
0.154
0.083
0.090
0.285
0.299
0.290
0.014
0.086
0.190
0.215
0.247
0.203
0.052
0.024
0.127
0.464
0.595
0.595
0.232
0.112
0.251
0.215
0.202
0.202
0.081
0.009
0.112

1995
0.418
0.595
0.317
0.165
0.085
0.067
0.264
0.295
0.286
0.029
0.086
0.171
0.223
0.275
0.226
0.031
0.027
0.168
0.469
0.570
0.570
0.282
0.085
0.203
0.239
0.253
0.253
0.038
0.082
0.134

1996
0.426
0.608
0.333
0.103
0.106
0.124
0.265
0.280
0.271
0.026
0.080
0.166
0.255
0.320
0.269
0.035
0.065
0.170
0.480
0.622
0.622
0.305
0.123
0.194
0.234
0.230
0.230
0.037
0.101
0.092

1997
0.440
0.602
0.330
0.160
0.103
0.068
0.296
0.350
0.342
0.020
0.134
0.188
0.235
0.296
0.244
0.016
0.073
0.155
0.493
0.604
0.604
0.298
0.088
0.218
0.246
0.331
0.331
0.147
0.016
0.168

1998
0.455
0.622
0.340
0.188
0.086
0.066
0.277
0.355
0.346
0.189
0.087
0.070
0.256
0.327
0.264
0.126
0.049
0.088
0.451
0.569
0.569
0.315
0.132
0.122
0.256
0.329
0.329
0.087
0.015
0.227

1999
0.443
0.641
0.347
0.149
0.119
0.079
0.302
0.349
0.346
0.176
0.116
0.055
0.270
0.362
0.297
0.103
0.066
0.128
0.474
0.616
0.616
0.258
0.132
0.226
0.296
0.347
0.347
0.084
0.013
0.250

2000
0.427
0.610
0.326
0.144
0.118
0.064
0.317
0.482
0.480
0.169
0.258
0.053
0.258
0.332
0.264
0.049
0.125
0.091
0.488
0.640
0.640
0.294
0.133
0.213
0.284
0.336
0.336
0.099
0.075
0.162

2001

0.417
0.543
0.269
0.095
0.108
0.066
0.284
0.351
0.347
0.185
0.122
0.041
0.250
0.335
0.268
0.094
0.062
0.112
0.496
0.583
0.583
0.347
0.131
0.105
0.298
0.341
0.341
0.083
0.091
0.168

2002
0.429
0.597
0.341
0.157
0.112
0.072
0.248
0.351
0.347
0.197
0.107
0.043
0.251
0.313
0.248
0.057
0.081
0.109
0.494
0.636
0.636
0.339
0.121
0.177
0.326
0.301
0.301
0.075
0.062
0.165



Table 6b. Industrial sectors, by trade type

Mining, Quarrying, Petroleum

Chemicals

Plastics and Rubber Products

Wood Products

Paper Products

Source: Statistics Canada 2003

GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
W
TWR
HD
VDHQ
VDLQ

1989
0.133
0.106
0.106
0.055
0.014
0.038
0.237
0.280
0.197
0.059
0.074
0.065
0.543
0.699
0.437
0.180
0.078
0.179
0.157
0.173
0.131
0.006
0.025
0.100
0.136
0.184
0.161
0.039
0.005
0.116

1990
0.116
0.099
0.099
0.034
0.025
0.040
0.252
0.315
0.231
0.055
0.078
0.098
0.563
0.711
0.454
0.192
0.102
0.160
0.169
0.201
0.160
0.027
0.053
0.080
0.159
0.181
0.153
0.081
0.011
0.060

1991

0.085
0.082
0.082
0.035
0.019
0.028
0.264
0.286
0.205
0.073
0.040
0.092
0.572
0.788
0.535
0.196
0.089
0.250
0.159
0.195
0.149
0.001
0.052
0.096
0.183
0.204
0.167
0.051
0.021
0.095

1992
0.081
0.078
0.078
0.028
0.009
0.041
0.265
0.319
0.219
0.063
0.077
0.079
0.585
0.830
0.574
0.192
0.115
0.267
0.144
0.184
0.141
0.003
0.042
0.095
0.208
0.237
0.190
0.049
0.043
0.098

1993
0.083
0.090
0.090
0.010
0.041
0.039
0.274
0.363
0.251
0.065
0.076
0.111
0.604
0.826
0.583
0.114
0.206
0.264
0.123
0.147
0.116
0.023
0.048
0.045
0.220
0.217
0.149
0.047
0.046
0.055

1994
0.082
0.082
0.082
0.017
0.032
0.033
0.295
0.367
0.260
0.052
0.081
0.127
0.618
0.825
0.570
0.244
0.105
0.221
0.126
0.164
0.130
0.039
0.051
0.040
0.242
0.288
0.205
0.065
0.043
0.097

1995
0.080
0.084
0.084
0.027
0.013
0.045
0.310
0.406
0.282
0.047
0.073
0.162
0.638
0.839
0.600
0.384
0.055
0.161
0.132
0.178
0.137
0.024
0.064
0.048
0.238
0.240
0.161
0.088
0.037
0.036

1996
0.080
0.081
0.081
0.028
0.020
0.033
0.333
0.442
0.305
0.067
0.090
0.148
0.654
0.870
0.630
0.292
0.074
0.264
0.129
0.173
0.134
0.034
0.076
0.023
0.256
0.340
0.241
0.104
0.041
0.095

1997
0.089
0.079
0.079
0.018
0.013
0.048
0.326
0.415
0.287
0.066
0.079
0.142
0.669
0.887
0.625
0.420
0.072
0.133
0.153
0.193
0.135
0.041
0.068
0.026
0.280
0.358
0.255
0.127
0.031
0.098

1998
0.128
0.137
0.137
0.071
0.023
0.043
0.336
0.425
0.294
0.085
0.076
0.132
0.670
0.907
0.622
0.296
0.114
0.212
0.156
0.213
0.156
0.039
0.082
0.034
0.294
0.370
0.261
0.102
0.056
0.102

1999
0.099
0.081
0.081
0.014
0.027
0.040
0.344
0.461
0.307
0.085
0.082
0.140
0.680
0.905
0.628
0.296
0.100
0.231
0.147
0.168
0.140
0.033
0.073
0.034
0.298
0.386
0.265
0.079
0.074
0.112

2000
0.076
0.056
0.056
0.019
0.013
0.024
0.349
0.460
0.313
0.087
0.086
0.140
0.682
0.909
0.640
0.357
0.114
0.169
0.166
0.206
0.172
0.033
0.100
0.039
0.312
0.391
0.270
0.102
0.103
0.065

2001
0.085
0.061
0.061
0.009
0.015
0.037
0.350
0.482
0.323
0.071
0.113
0.139
0.674
0.911
0.638
0.317
0.111
0.210
0.152
0.181
0.120
0.005
0.091
0.023
0.324
0.412
0.281
0.140
0.081
0.060

2002
0.092
0.067
0.067
0.019
0.016
0.032
0.354
0.489
0.321
0.074
0.115
0.132
0.679
0.892
0.628
0.289
0.062
0.278
0.161
0.163
0.130
0.029
0.063
0.038
0.334
0.386
0.236
0.107
0.081
0.048



Table 6c¢. Industrial sectors, by trade type

Printing and Publishing

Leather

Textile

Clothing

Non-metallic Mineral Product

Source: Statistics Canada 2003

GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
W
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ
GL
TW
TWR
HD
VDHQ
VDLQ

1989
0.469
0.597
0.000
0.000
0.000
0.000
0.540
0.649
0.503
0.268
0.094
0.141
0.291
0.380
0.379
0.037
0.160
0.182
0.452
0.641
0.507
0.053
0.363
0.092
0.396
0.636
0.383
0.284
0.037
0.062

1990
0.368
0.575
0.000
0.000
0.000
0.000
0.556
0.694
0.576
0.202
0.172
0.202
0.345
0.379
0.359
0.073
0.106
0.181
0.440
0.630
0.486
0.097
0.202
0.187
0.549
0.629
0.329
0.154
0.162
0.013

1991

0.356
0.600
0.000
0.000
0.000
0.000
0.552
0.687
0.540
0.034
0.275
0.231
0.367
0.402
0.382
0.107
0.122
0.154
0.418
0.526
0.397
0.116
0.106
0.176
0.396
0.603
0.311
0.020
0.263
0.028

1992
0.384
0.574
0.000
0.000
0.000
0.000
0.570
0.720
0.568
0.285
0.256
0.027
0.409
0.599
0.576
0.261
0.132
0.182
0.417
0.559
0.471
0.175
0.187
0.108
0.441
0.740
0.455
0.204
0.237
0.014

1993
0.450
0.602
0.000
0.000
0.000
0.000
0.571
0.735
0.583
0.329
0.227
0.027
0.414
0.567
0.545
0.283
0.140
0.122
0.447
0.601
0.512
0.137
0.173
0.201
0.421
0.489
0.228
0.016
0.197
0.015

1994
0.467
0.608
0.000
0.000
0.000
0.000
0.576
0.752
0.624
0.322
0.244
0.057
0.380
0.446
0.436
0.165
0.194
0.077
0.462
0.613
0.507
0.134
0.220
0.153
0.383
0.485
0.185
0.013
0.139
0.033

1995
0.469
0.626
0.000
0.000
0.000
0.000
0.614
0.771
0.584
0.315
0.226
0.043
0.409
0.606
0.599
0.213
0.219
0.167
0.485
0.627
0.532
0.143
0.254
0.135
0.381
0.498
0.169
0.020
0.125
0.023

1996
0.504
0.982
0.000
0.000
0.000
0.000
0.584
0.707
0.523
0.256
0.228
0.040
0.419
0.589
0.568
0.088
0.284
0.196
0.490
0.638
0.549
0.082
0.305
0.162
0.371
0.484
0.166
0.107
0.050
0.009

1997
0.506
0.698
0.000
0.000
0.000
0.000
0.639
0.756
0.566
0.255
0.260
0.051
0.421
0.592
0.585
0.190
0.231
0.164
0.500
0.622
0.536
0.166
0.215
0.155
0.436
0.699
0.440
0.391
0.049
0.000

1998
0.527
0.986
0.000
0.000
0.000
0.000
0.557
0.752
0.524
0.032
0.434
0.057
0.436
0.612
0.597
0.313
0.135
0.149
0.492
0.668
0.575
0.204
0.217
0.154
0.463
0.645
0.398
0.299
0.098
0.001

1999
0.533
0.981
0.000
0.000
0.000
0.000
0.572
0.770
0.512
0.033
0.417
0.062
0.467
0.613
0.593
0.331
0.124
0.138
0.445
0.523
0.418
0.076
0.189
0.153
0.375
0.400
0.141
0.048
0.089
0.003

2000
0.529
0.985
0.000
0.000
0.000
0.000
0.575
0.749
0.480
0.003
0.438
0.040
0.469
0.677
0.652
0.284
0.177
0.191
0.411
0.537
0.396
0.068
0.188
0.140
0.349
0.410
0.148
0.033
0.100
0.015

2001

0.550
0.987
0.000
0.000
0.000
0.000
0.521
0.726
0.460
0.032
0.397
0.031
0.457
0.632
0.605
0.245
0.174
0.186
0.412
0.525
0.366
0.064
0.167
0.134
0.367
0.450
0.145
0.049
0.091
0.005

2002
0.550
0.990
0.000
0.000
0.000
0.000
0.494
0.638
0.416
0.006
0.374
0.036
0.455
0.645
0.617
0.317
0.117
0.182
0.388
0.515
0.353
0.094
0.173
0.086
0.346
0.429
0.143
0.029
0.091
0.022



Table 6d. Industrial sectors, by trade type

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

Primary & Fabricated Metals GL 0.377 0.407 0.409 0.407 0.425 0430 0426 0438 0.460 0475 0.484 0470 0.478 0.494
™ 0.484 0.514 0.504 0.536 0.544 0.544 0.530 0.553 0.576 0.630 0.624 0.585 0.609 0.634
TWR 0.285 0.322 0319 0.322 0312 0326 0.324 0314 0.335 0.353 0.330 0.320 0.327 0.351
HD 0.104 0.166 0.136  0.145 0.154 0.138 0.160 0.137 0.147 0.146 0.147 0.142 0.157 0.190

VDHQ 0.090 0.056 0.065 0.050 0.046 0.077 0.071 0.077 0.091 0.081 0.069 0.064 0.057 0.066
VDLQ 0.090 0.100 0.118 0.126 0.112 0.111 0.092 0.100 0.097 0.126 0.114 0.114 0.113 0.095

Non-Electrical machinery GL 0.575 0.570 0.573 0.580 0.573 0.561 0.563 0.599 0.582 0.590 0.600 0.608 0.611 0.616
™W 0.776 ~ 0.748 0.790 0.792 0.787 0.798 0.829 0.842 0.825 0.816 0.824 0.798 0.809 0.807
TWR 0.270  0.267 0.270 0.269 0.274 0.247 0.248 0.274 0.282 0.298 0.320 0.315 0.315 0.329
HD 0.008 0.018 0.110 0.145 0.159 0.122 0.113 0.127 0.126 0.146 0.157 0.154 0.153 0.159

VDHQ 0.211  0.176  0.091 0.046 0.042 0.034 0.044 0.058 0.074 0.081 0.072 0.068 0.067 0.062
VDLQ 0.050 0.073 0.068 0.078 0.072 0.092 0.091 0.089 0.082 0.072 0.091 0.093 0.096 0.107

Electrical Machinery GL 0.585 0.665 0.627 0.613 0.602 0.614 0.645 0.667 0.645 0.655 0.618 0.563 0.580 0.587
™ 0.745 0.766  0.721 0.768 0.741 0.776 0.804 0.796 0.808 0.783 0.803 0.806 0.787 0.778
TWR 0.305 0.250 0.282 0.300 0.286 0.284 0.304 0.326 0.334 0.298 0.264 0.231 0.230 0.213
HD 0.018 0.002 0.022 0.034 0.023 0.024 0.192 0.034 0.015 0.019 0.009 0.024 0.013 0.024

VDHQ 0.254 0.200 0.227 0.250 0.229 0.061 0.074 0.248 0.245 0.231 0.198 0.169 0.168 0.137
VDLQ 0.033 0.048 0.032 0.016 0.034 0.199 0.038 0.044 0.074 0.048 0.058 0.038 0.049 0.053

Motor Vehicles and Parts GL 0476 0.523 0.255 0.376 0.445 0.391 0.415 0412 0.439 0449 0421 0419 0.401 0.436
™W 0.808 0.844 0.287 0.502 0.571 0.710 0.718 0.758 0.684 0.690 0.783 0.751 0.520 0.736
TWR 0.501 0.626 0.054 0.280 0.346 0.547 0.485 0.540 0.474 0485 0.539 0517 0.281 0.541
HD 0.332  0.522 0.010 0.244 0.248 0.343 0.310 0.136 0.297 0.389 0.280 0.282 0.048 0.297

VDHQ 0.020 0.029 0.016 0.017 0.037 0.148 0.149 0.172 0.159 0.078 0.208 0.205 0.209 0.217
VDLQ 0.148 0.075 0.028 0.018 0.061 0.056 0.027 0.232 0.017 0.018 0.051 0.030 0.023 0.027

Other Transport GL 0.504 0.557 0.508 0.427 0.497 0465 0.491 0.460 0.550 0.521 0.565 0.567 0.502  0.460
™ 0.554 0.737 0.580 0.469 0477 0.472 0.669 0.419 0542 0.557 0.579 0.625 0.558 0.526
TWR 0.045 0.175 0.049 0.013 0.017 0.019 0.282 0.028 0.114 0.109 0.147 0.216 0.256 0.244
HD 0.000  0.000 0.005 0.000 0.000 0.000 0.003 0.000 0.088 0.079 0.012 0.001 0.214 0.000

VDHQ 0.043 0.168 0.043 0.012 0.012 0.012 0.270 0.015 0.011 0.015 0.119 0.198 0.029 0.224
VDLQ 0.002  0.007 0.002 0.001 0.006 0.006 0.008 0.012 0.015 0.014 0.016 0.018 0.014 0.020

Source: Statistics Canada 2003



Table 6e. Industrial sectors, by trade type

Professional Goods GL
™
TWR
HD
VDHQ
VDLQ

Other GL
™
TWR
HD
VDHQ
VDLQ

Source: Statistics Canada 2003.

1989
0.413
0.532
0.021
0.000
0.014
0.007
0.490
0.703
0.050
0.000
0.033
0.017

1990
0.402
0.486
0.033
0.013
0.009
0.011
0.556
0.845
0.008
0.000
0.001
0.007

1991

0.440
0.547
0.035
0.013
0.011
0.012
0.575
0.792
0.010
0.000
0.005
0.005

1992

0.479
0.620
0.036
0.019
0.008
0.009
0.608
0.803
0.005
0.001
0.001
0.004

1993

0.462
0.630
0.033
0.014
0.006
0.012
0.601
0.801
0.006
0.000
0.000
0.006

1994
0.488
0.677
0.030
0.000
0.006
0.024
0.608
0.744
0.015
0.003
0.008
0.004

1995
0.503
0.687
0.031
0.000
0.019
0.011
0.627
0.811
0.023
0.006
0.000
0.017

1996
0.510
0.712
0.034
0.014
0.006
0.014
0.597
0.716
0.013
0.010
0.000
0.003

1997
0.478
0.715
0.035
0.013
0.008
0.014
0.597
0.729
0.016
0.000
0.001
0.015

1998
0.481
0.705
0.038
0.012
0.011
0.015
0.548
0.701
0.006
0.001
0.000
0.004

1999
0.428
0.633
0.027
0.010
0.007
0.010
0.542
0.744
0.005
0.000
0.000
0.005

2000

0.466
0.662
0.026
0.008
0.006
0.011
0.522
0.734
0.005
0.000
0.000
0.005

2001

0.472
0.732
0.039
0.014
0.004
0.021
0.516
0.713
0.003
0.000
0.000
0.003

2002

0.487
0.751
0.047
0.018
0.007
0.022
0.525
0.643
0.006
0.000
0.002
0.004



THE EFFECTS OF NORTH AMERICAN TRADE ON THE CANADIAN ECONOMY

This limitation in the data does not decrease the value
of implementing the above measurement methodology.
In order to assess the effects of free trade agreements it is
necessary to decompose trade into its component parts.
This type of analysis allows for a better insight into the
integration, or convergence, of the Canadian and U.S.
economies.

Canada-United States
International Trade by Trade Types

At the aggregate country level, the Grubel-Lloyd (GL) and
Two-Way Trade (TW) indices indicate gradual increases
over time. However, at the individual sector level, chan-
ges in two-way trade are, in some cases, large in magni-
tude—see table 6. Only Mining Quarrying and Petroleum,
Clothing, Non-metallic Mineral Products, Motor Vehicles
and Parts, and Other exhibit declines in the level of two-
way trade, with significant declines only in Clothing and
Non-metallic Mineral Products. Industrial sectors that
expanded their two-way trade significantly include Ani-
mal Agriculture, Chemicals, Plastics and Rubber Products,
Paper Products, Printing and Publishing, Textiles, and
Professional Goods. As shown in table 3, the general ex-
pansion of two-way trade comes from Canada’s increased
exports to the United States in almost every industrial sec-
tor. Aside from Plastics and Rubber Products and Paper
Products, none of these industrial sectors exhibited signifi-
cant change in their relative international trade flow shares
or exceptional growth in the levels of international trade
flows. Therefore, merely separating international trade
flows into one-way and two-way trade provides significant
insight into the changes in the level of industrial sector
cross-border integration.

Separating two-way trade into low-, middle-, and high-
end markets provides further insights into the changing
relationship of the Canadian and US economies (see table
6). At the aggregate national level, despite little change
in two-way trade as a whole, Canada is moving into the
middle- and high-end markets in international trade. The
middle-end market (HD), though volatile, shows an up-
ward trend over the study period (0.133 to 0.157), with a
similar trend, somewhat less volatile, in the high-end mar-
ket (VDHQ) over the study period (0.079 to 0.112). Also
worth noting is the timing of these changes: both increases
occur only after the implementation of the NAFTA, indi-
cating that the NAFTA has an independent affect on the
Canada-United States trading relationship over and above
that of the CUSFTA.

106

At the industrial sector level, sectors that show increas-
es in two-way trade generally exhibit increases in high-end
markets at the expense of low- and middle-end markets or
both, though middle-end markets do commonly rise. As
indicated at the national level, changes in the low-, middle-
and high-end portions of the market dominantly occur at
or after the time of the NAFTA’s coming into force, provid-
ing further support for the NAFTA having an independent
affect on the Canada-United States trading relationship.
Caution should be taken in any interpretation of changes
in the Printing and Publishing, Other Transport, Profes-
sional Goods, and Other industrial sectors because their
small (non-existent for Printing and Publishing) samples
of two-way trade commodity categories that have qualities
reported for both imports and exports.

Summary and Conclusions

The Canada-United States Free Trade Agreement and the
North American Free Trade Agreement have undoubt-
edly changed Canada’s international trading relationship
with the United States and the world. Both agreements
set the standard for the integration of regional trading
partners with respect to the comprehensive coverage in
the agreements on not only trade and goods, but service,
investment, dispute resolution and trade in agricultural
industries. As noted earlier, the NAFTA is also the first free
trade agreement negotiated and implemented between
industrialized and developing economies.

Ex ante estimates of the effects of the CUSFTA and
the NAFTA show positive economic impacts for Can-
ada, particularly with the CUSFTA. Ex post analyses of
the actual effects of the Agreements largely confirm the
positive impact on the Canadian economy, but also show
that the ex ante studies, in particular, underestimated the
effects of the Agreements with respect to the volume of
international trade flows.

There has been a definite reorganization of Canada’s
trading relationships with the regions of the world, but
this reorganization does not come at the price of trade
diversion. Not only has Canada’s trade within North
America increased, but so has its trade with the rest of
the world. Canada-United States international trade flows
have grown in all but a few industrial sectors in the Canad-
ian economy, and, pertaining to U.S. international trade
flows, there has been some significant restructuring in
the relative shares of these industrial sectors. However,
these more traditional measures of change in international
trade relations tell only part of the story resulting from the
CUSFTA and, in particular, the NAFTA.
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Separating international trade flows into one-way
and two-way trade shows the changes in the level of in-
dustrial sector cross-border integration. Two-way trade
has increased within most industrial sectors, indicating
stronger linkages between Canadian and U.S. industries.
And within the two-way trade category, Canada is moving
into the higher-end product markets.

On the whole, the free trade agreements with which
Canada is associated appear to impact the Canadian econ-
omy positively. Though significant trade-induced indus-
trial adjustment is likely present, the overall effect of free
trade in North America has been good for the Canadian
economy allowing it to place itself better in the North
American and global economies for the benefit of all Can-
adians in the long run.

DATA APPENDIX
World Trade Country Metadata

The Statistics Canada World Trade Country Metadata data set
measures Canada-U.S. international trade from 1989-2002
using the Harmonized Tariff Schedule. The data set includes
the yearly values and quantities for products at the 10 and 8
digit levels of aggregation for imports and exports, respect-
ively. In order to perform calculations for the various trade
types, the 10 digit import classifications needed to be recoded
into 8 digit classifications. This is performed on a classifica-
tion by classification basis to avoid improper aggregation.

Definitions of Industrial Sectors, by 2-Digit Harmonized Sys-
tem
Animal Agriculture

01 live animals

02 meat and edible meat offal

03 fish and crustaceans, molluscs and other aquatic inver-
tebrates

04 dairy produce, birds’ eggs, natural honey, edible products
of animal origin, not elsewhere specified or included

05 products of animal origin not elsewhere specified or
included

Vegetable Agriculture

06 live trees and other plants; bulbs, roots and the like; cut
flowers and ornamental foliage

07 edible vegetables and certain roots and tubers

08 edible fruit and nuts; peel of citrus fruits or melons

09 coffee, tea, mate and spices

10 cereals

11 products of the milling industry, malt, starches, insulin,
wheat gluten

12 oil seeds and oleaginous fruits; miscellaneous grains,
seeds and fruit; industrial or medical plants; straw and
fodder

13 lacs; gums, resins and other vegetable saps and ex-
tracts

14 vegetable plaiting materials; vegetable products not else-
where specified or included

Food

15 animal or vegetable fats and oils and their cleavage prod-
ucts; prepared edible fats; animal or vegetable waxes

16 preparations of meat, fish or crustaceans, molluscs or
other aquatic invertebrates

17 sugars and sugar confectionery

18 cocoa and cocoa preparations

19 preparations of cereals, flour, starch or milk; pastry
cooks’ products

20 preparations of vegetables, fruit, nuts or other parts of
plants

21 miscellaneous edible preparations

Beverages and Tobacco

22 Dbeverages, spirits and vinegar

23 residues and waste from the food industries; prepared
animal fodder

24 tobacco and manufactured tobacco substitutes

Mining, Quarrying, Petroleum

25 salt; sulphur; earth and stone; plastering material, lime
and cement

26 ores, slag and ash

27 mineral fuels, mineral oils and products of their distil-
lation; bituminous substances; mineral waxes

Chemicals

28 inorganic chemicals: organic or inorganic compounds
of precious metals, of rare-earth metals

29 organic chemicals

30 pharmaceutical products

31 fertilizers

32 tanning or dyeing extracts; tannins and their derivatives;
dyes, pigments and other colouring matter

33 essential oils and resinoids; perfumery, cosmetic or toilet
preparations

34 soaps, organic surface-active agents, washing prepara-
tions, lubricating preparations, artificial waxes
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35 albuminous substances; modified starches; glues; en-
zymes

36 explosives; pyrotechnic products; matches; pyrophoric
alloys; combustible materials

37 photographic or cinematographic products

38 miscellaneous chemical products

Plastics and Rubber Products
39 plastics and plastic products
40 rubber and articles thereof

Wood Products

44 wood and articles of wood; wood charcoal
45 cork and articles of cork

46 wickerwork and basketwork

Paper Products

47 pulp of wood or of other fibrous cellulose material; waste
and scrap of paper or paperboard

48 paper and paperboard; articles of paper pulp, paper or
paperboard

Printing and Publishing
49 books, newspapers, pictures and other products of the
printing industry; manuscripts, typescripts and plans

Leather

41 hides and skins (other than fur-skins) and leather

42 articles of leather; saddlery and harness; travel goods,
handbags and similar containers

43 fur skins and artificial fur; articles thereof

Textiles

50 silk

51 wool, fine and coarse animal hair; yarn and fabrics of
horsehair

52 cotton

53 other vegetable textile fibres; paper yarn and woven fab-
rics of paper yarn

54 man-made filaments

55 man-made staple fibres

56 wadding, felt and non-wovens; special yarns; twine,
cordage, rope and cable and articles thereof

57 carpets and other textile floor coverings

58 special woven fabrics; tufted textile products; lace; tap-
estries; trimmings; embroidery

59 impregnated, coated, covered or laminated textile fab-
rics; articles for technical use, of textile materials

60 knitted or crocheted fabrics
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Clothing

61 articles of apparel and clothing accessories, knitted or
crocheted

62 articles of apparel and clothing accessories, not knitted
or crocheted

63 other made up textile articles; sets; worn clothing and
worn textile articles; rags

64 footwear, gaiters and the like; parts of such articles

65 headgear and parts thereof

66 umbrellas, sun umbrellas, walking sticks, seat-sticks,
whips, riding-crops and parts thereof

67 prepared feathers and down and articles made of feathers
or of down; artificial flowers; articles of human hair

Non-Metallic Mineral Products

68 articles of stone, plaster, cement, asbestos, mica or simi-
lar materials

69 ceramic products

70 glass and glassware

71 natural or cultured pearls, precious or semi-precious
stones, precious metals

Basic Metals & Fabricated Metals Products

72 iron and steel

73 articles of iron or steel

74 copper and articles thereof

75 nickel and articles thereof

76 aluminium and articles thereof

78 lead and articles thereof

79 zinc and articles thereof

80 tin and articles thereof

81 other base metals; cements; articles thereof

82 tools, implements, cutlery, spoons and forks, of base
metal; parts thereof of base metal

83 miscellaneous articles of base metal

Non-Electrical Machinery
84 nuclear reactors, boilers, machinery and mechanical ap-
pliances; parts thereof

Electrical Machinery
85 electrical machinery and equipment and parts thereof;
sound recorders and reproducers, television image

Motor Vehicles and Parts
87 wvehicles other than railway or tramway rolling-stock,

and parts and accessories thereof

Other Transport Equipment
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86 railway or tramway locomotives, rolling stock and parts
thereof; railway or tramway track fixtures

88 aircraft, spacecraft, and parts thereof

89 ships, boats and floating structures

Professional Goods

90 optical, photographic, cinematographic, measuring,
checking, precision, medical or surgical instruments

91 clocks and watches and parts thereof

92 musical instruments; parts and accessories for such
articles

Other Industries

93 arms and ammunition; parts and accessories thereof

94 furniture; medical and surgical furniture; bedding, mat-
tresses, mattress supports, cushions

95 toys, games and sports requisites; parts and accessories
thereof

96 miscellaneous manufactured articles

97 works of art, collectors’ pieces and antiques
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The Effects of Canada-U.S. Free Trade
and Economic Integration on

Wage and Price Convergence

in North America*

Steven Globerman and Paul Storer

Introduction

he debate over the 1989 Canada-U.S. free trade
agreement (CUSTA) and the 1994 North Amer-

ican Free Trade Agreement (NAFTA) included

much discussion of the possible positive and negative
effects of convergence in North America. Economists
pointed to the potential benefits of scale economies and
gains from trade associated with different relative prices.
Market integration would be associated with a conver-
gence of productivity, wages, and costs on both sides of
the border as mutually beneficial trade established a sin-
gle market price. Free trade opponents of various types
predicted that cultural convergence would rob Canada
of its distinct identity (as elusive as this identity may be
to define) and also argued that any changes in wages and
prices would tend to raise prices but lower wages in Can-
ada. This paper looks at wages and prices in Canada and
the United States and attempts to identify the extent and
nature of any convergence that can be attributed to the
formal trade liberalization agreements of 1989 and 1994.
The paper begins by explaining why economic theory
holds that trade liberalization should lead to price conver-
gence. Next, it examines the impact of the 1965 Canada-
U.S. Auto Pact on convergence of wages, prices, and returns
to capital. The paper reviews existing literature on the
post-CUSTA experience, and presents new evidence that

updates this work. We find fairly consistent evidence that
divergence, rather than convergence, followed CUSTA’s
introduction. We consider three general explanations for
the result: 1. the size of tariff reductions; 2. the failure
to reduce non-tariff trade impediments; and 3. the com-
bination of limited exchange rate pass-through combined
with exchange rate volatility. The evidence seems to point
to the second and third of these potential explanations.

The Link Between Economic Integration
and Convergence

The convergence of prices for outputs and inputs has long
been viewed as a measure of economic integration. As bar-
riers to the movement of inputs and final outputs between
members of a regional trading arrangement are reduced
or eliminated, there should be an intensification of trade
among member countries. In the neoclassical economic
model, an intensification of trade should lead to an equal-
ization of prices net of transport costs and taxes (Hine
1994). Furthermore, since trade is a substitute for factor
movements in the neoclassical model, increased trade
should also lead to a convergence of wages and returns to
capital within the region. To the extent that direct factor
movements are stimulated by differences in wage rates and
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rates-of-return to capital, increased cross-border flows
of capital and labour, perhaps facilitated by formal trade
agreements, should further contribute to a convergence
of returns to factors of production within the integrating
region.

There are compelling reasons to focus on price-based
measures of economic integration rather than on the more
traditional measures based on trade flows. The theory of
contestable markets provides the fundamental insight that
the threat of substantial new entry into domestic indus-
tries can cause monopoly prices to decline to competitive
levels without actual entry taking place. Moreover, the
threat of new entry can lead to reductions in X-inefficiency
(higher than necessary costs that, in turn, are encouraged
by the protection from more efficient competitors enjoyed
by incumbent producers). In the extreme, the threat of
new competition from imports can promote significantly
lower prices in domestic markets without any significant
increases in import volumes. That means that examining
convergence of prices and cost contributes directly to the
debate over the consequences of trade liberalization but
also indirectly to the literature on economic integration.

Past Effects of Integration on Convergence:
The Auto Pact of 1965

Prior to the Canada-U.S. FTA, the most significant ex-
ample of post-war North American economic integration
was the Canada-U.S. Auto Pact of 1965. That agreement
led to integration of the automobile industry on a contin-
ental scale and was enacted in response to the perceived
weakness of the Canadian automotive industry. The Can-
adian industry was protected by provisions such as a basic
tariff of 17.5 percent on cars and parts and higher tariffs
on certain specific parts such as engines and brake shoes.
The result of this protection was a domestic automotive
industry typified by limited production runs that served
the relatively small Canadian market. Michael Hart pro-
vides the following portrait of the state of the automotive
industry in Canada prior to the Auto Pact: “As a result
of the established pattern of protection, Canadians paid
considerably more for cars than did Americans and had
to choose from a narrower range of vehicles. In addition,
Canadian workers earned about 30 percent less than their
US counterparts.... It is little wonder, therefore, that Can-
adian consumption of vehicles was a third less on a per
capita basis than that of Americans.... Prospects for the
Canadian industry did not look promising: unemploy-
ment in the automotive industry was rising, as were costs”
(Hart 2002:241).
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Economists like Vincent Bladen who studied the Can-
adian automotive industry arrived at a clear diagnosis:
production runs in Canada were too small to exploit scale
economies, and productivity in Canada suffered as a result.
The policy changes prescribed to rectify this situation were
equally clear: Canadian manufacturers needed to produce
for a continental market in order to increase the scale of
production. The Auto Pact provided just such continental
access, along with guarantees that levels of production in
Canada would be maintained. Hart describes the conver-
gence that resulted at the consumer level following the
Auto Pact: “The gap between the cost of North American
cars to Canadian and American consumers disappeared. ...
The available choice was identical” (Hart 2002:245).

The productivity gap that existed prior to the Auto
Pact has also disappeared. A 2000 paper by Canadian
Auto Workers’ economist Jim Stanford noted that “The
auto industry is one of a handful of manufacturing sec-
tors in which Canadian productivity exceeds that of the
U.S., and the Canadian productivity advantage has grown
through the 1990s.” Stanford also reports hourly wages
of Can$49.72 and $37.00 in the Canadian and U.S. auto
assembly and parts industries in 1998 (Stanford 2000:
table 1). This translates into a higher wage in Canada for
any value of the Canadian dollar above 74.4 cents. While
the market exchange rate averaged about 67 cents dur-
ing 1998, the PPP exchange rate is generally agreed to
have been in the low to mid 80 cent range, suggesting
that the real purchasing power of Canadian autoworkers
was higher.

Taking this evidence together, the Auto Pact seems
like a textbook example of how trade liberalization leads
to convergence of wages and prices. While some authors
(see Fuss and Waverman 1992, for example) dispute the
direct contribution of the Auto Pact, there seems broad
agreement that increased production and economies of
scale improved conditions in the Canadian automotive
industry. There also seems little dispute that the Auto Pact
played a role as a catalyst. Stanford, for example, states that
the “1965 Auto Pact, ... provided a crucial boost to the
early development of Canada’s auto industry” (Stanford
2000:11). Even Fuss and Waverman agree that there was
convergence of labor productivity, factor input costs, and
output prices after 1965. That suggests that similar effects
would be observed after the 1989 Canada-U.S. Free Trade
Agreement and its 1994 expansion to include Mexico.
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A Review of the Existing Empirical Literature
on Wage, Price, and Profit-Rate Convergence
Following CUSTA and NAFTA

Convergence of Consumer Prices

In what has become the classic study of the effect of bor-
ders on international consumer price convergence, Engel
and Rogers studied ratios of CPI indexes (including 14
categories of prices) for 23 different cities in Canada and
the United States (Engel and Rogers 1986). They found
that when comparing cities in different countries, devia-
tions from the law of one price based on distance alone
were much larger than predicted. Engle and Rogers con-
cluded that the combination of sticky nominal prices and
exchange rate volatility explained some of this border
effect. Given that the initial Engel and Rogers study pre-
dated the CUSTA and NAFTA, it was not able to measure
the impact of trade liberalization on this border effect.

The effect of trade liberalization on price convergence
has since been examined in studies by Engel and Rogers
(1998) and Baldwin and Yan (2004). Engel and Rogers
examined city and province-level consumer price index
(CPI) series for 14 broad expenditure categories. Their
method involved calculating relative prices for pairs
chosen from fourteen cities (in the U.S.) and ten prov-
inces (in Canada). The use of index numbers implies that
the levels of these relative prices have no meaning. Hence,
Engel and Rogers look at the two-month change in the
relative prices. Their hypothesis is that changes in relative
prices should be smaller the greater the degree of market
integration.

To measure border effects, Engel and Rogers first cal-
culated the standard deviations for their city-pair price
volatility series. The standard deviations were then used
in a cross-section regression on a variable measuring the
distance between each city pair and a dummy variable
equal to one if cities are in different countries. To test for
CUSTA effects, Engel and Rogers estimated regressions
for 1978-88, 1989-93, and 1994-97 sub-samples. While the
authors found some drop in the size of the coefficient for
the border dummy variable between 1978-88 and 1994-
97, the distance coeflicient also declined, and the authors
attributed both of these declines to factors other than trade
agreements.

Unlike Engel and Rogers, Baldwin and Yan (2004)
used individual goods prices rather than prices indexes
and so could focus on price levels rather than on changes
in prices. Baldwin and Yan used Canada-U.S. prices of
roughly 168 private business product groups' for 1985,

Figure 1. Border effects over time
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1990, 1993, 1996, and 1999 to calculate the ratio of the
Canadian price expressed in U.S. dollars to the U.S. price.
This ratio is called the Comparative Price Level, and val-
ues above 1.0 indicate that a product is more expensive
in Canada. Baldwin and Yan looked at average values of
this ratio for three types of general groups: 1. non-trad-
able commodities such as services and trade-restricted
goods such as milk; 2. differentiated tradable goods such
as appliances and clothing; and 3. homogeneous tradable
goods such as rice, fresh fruit, and fish. In their figure 1,
Baldwin and Yan identify an inverted “V-shaped” pattern
to the data. That is, average prices for the three categor-
ies of products grew relatively more expensive in Canada
from 1985-1990 but then became relatively less expensive
over the 1990-1999 period. Interestingly, this pattern mir-
rors the cycle of appreciation of the Canadian dollar from
1985-1990 followed by its depreciation, and the pattern is
consistent with the sticky nominal price/volatile exchange
rate explanation for deviations from the law of one price
outlined by Engel and Rogers (1996). The fact that both
tradeables and non-tradables followed this same exchange
rate pattern casts doubt on the importance of trade agree-
ments in inducing price convergence. Indeed, the conclu-
sion of the Baldwin and Yan study contains the following
observation: “Our expectation that trade and increasing
integration of North American markets would remove
price differences over time is, however, not supported by
the data” (Baldwin and Yan 2004:10).

Convergence of Costs of Labour
To date, there has been relatively little analysis of the labour

market effects of trade liberalization on relative wages in
Canada and the United States. Gaston and Trefler (1997)
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Table 1. Regression analysis of border width.

(a) All CPI Items
1978-88 1989-03 1978-03 1989-93 1994-97 1998-03
Border 1.132 1.225 1.171 1.235 1.057 1.416
(0.015) (0.011) (0.009) (0.016) (0.013) (0.022)
LogDistance 3.215 2.446 2.944 -0.598 0.754 5.391
(1.42) (0.866) (0.735) (1.093) (1.105) (1.763)
(b) Health Care
1978-88 1989-04 1978-04 1989-93 1994-97 1998-04
Border 0.946 1.345 1.093 1.267 0.908 1.658
(0.035) (0.018) (0.032) (0.034) (0.024) (0.021)
LogDistance -1.583 -1.213 -2.664 -2.229 0.413 -0.519
(2.90) (1.161) (2.65) (2.749) (1.773) (1.702)

Note: Standard errors are in parentheses below the coefficient estimates.

Source: Analysis of CPI data from Statistics Canada and the Bureau of Labor Statistics

found that the high interest rates associated with the anti-
inflation policy of the early 1990s had a greater impact on
the Canadian labour market than the trade liberalization
due to CUSTA. Beaulieu (2000) presented evidence that
the CUSTA tariff reductions had no effect on average an-
nual earnings in the manufacturing industries for either
skilled or less skilled workers. He attributed this finding to
the fact that Canadian real wages did not vary much after
trade liberalization, so that there was not much variation
to attribute to trade liberalization.

These existing studies of Canadian earnings do not
permit analysis of relative labour costs in Canada and the
United States. That is partly due to a lack of comparable
occupational data, at least for long periods of time. Canada
does not provide earnings data by occupation, and the in-
dustry data used in studies such as Gaston and Trefler and
Beaulieu are not always comparable to industry definitions
in the United States.”

New Evidence On Convergence
and Trade Liberalization

Consumer Prices
It is now possible to update and examine in greater depth

the analysis of Engel and Rogers (1998). In these regres-
sions, the equation to be estimated is:

c,, = Zock *city, +v *log(dist, ;) + & *border,
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In this equation, G, ; is the standard deviation of the
two-month change in the ratio of the CPI in location i to
the CPI for location j. All U.S. prices are converted to Can-
adian dollar terms by using the market exchange rate, and
the dummy variable border; jis equal to one if locations
iand j are in different countries. The regression includes
a series of fourteen dummy variables for each city in the
sample to pick up effects specific to each individual loca-
tion. The two coefficients of greatest interest are y which
captures the effect of distance on variability in relative
prices and & which captures the incremental “border” ef-
fect of having two locations in different countries.

It is not possible to extend the full Engel and Rogers
group of U.S. cities beyond 1997 because the BLS switched
several of the cities from even to odd month report begin-
ning in 1997. Nevertheless, the results in table 1 broadly
replicate the findings of the Engel and Rogers paper: the
border effect seems to get smaller in the 1994-97 period
relative to 1989-93 or 1978-88. There are, however, several
reasons to doubt that this effect is related to trade liberal-
ization. First, as was also the case in the Engel and Rogers
paper, table 1 reveals that this decline in the border effect
was also observed for categories of prices such as medical
care that were not affected by the free trade agreements.

The similar trend for both goods that were and were
not affected by CUSTA is shown quite clearly by figure 1
which plots the size of the border effect coefficients from
table 1 for four different sample periods: 1978-88, 1989-03,
1994-97, and 1998-2003. The patterns observed are broad-
ly similar for both the “all items” index and the health care
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Figure 2. BLS indexes of hourly manufacturing compen-
sation costs (U.S. dollar basis, 1992 = 100)
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index. The other fact revealed by figure 1 is that the bor-
der effect variable increases in size again after 1997. Over
these four sample periods, the trend is a roughly increas-
ing overall border effect with a temporary decline during
1994-97. This pattern is certainly not consistent with in-
creased convergence of prices in Canada and the U.S. after
the enactment of formal trade liberalization agreements.

Labour Costs

Although existing studies of the impact of free trade on
wages in Canada have not used the U.S. as a comparison,
Canada-U.S. labour cost comparisons can be made using
the U.S. Bureau of Labor Statistics (BLS) indexes of hourly
manufacturing compensation. These indexes are available
for the U.S. and several foreign countries, including Can-
ada, and are expressed in U.S. dollar terms. Figure 2 shows
the behaviour of these two series over the 1992-2002 per-
iod with the 1992 value indexed at 100. This graph shows
a divergence in labour costs over the post-CUSTA period,
with declining relative labour costs in Canada.’ There are
two reasons why this exchange-rate adjusted decline in
relative wages in Canada is not consistent with the predic-
tion that wages in Canada would be brought down to a
lower U.S. level: real wage growth was fairly strong in the
U.S. during this period and the market exchange rate was
lower than the generally accepted PPP level.

Similar trends appear when average weekly earnings
are compared for manufacturing, transportation equip-
ment, and lumber. For each industrial sector, the weekly

wage increases in the United States relative to Canada, so
that labour costs are uniformly lower in Canada by the
end of the sample period (1991-2001).* While the levels of
relative labour costs differ by industrial sector, the trends
are almost identical for each sector and seem to reflect the
large depreciation of the Canadian dollar combined with
the relative stickiness of nominal wages.

Convergence of Costs of Capital

Integration of the Canadian and U.S. economies should
lead to a convergence of costs of capital and rates of return
on investment. At the margin, the cost of capital should
equal the return on capital. Cross-border investment flows
should tend to equate these returns and costs. Divergence
between returns on capital in the two countries could re-
flect, among other things, barriers to non-resident invest-
ment in certain sectors (such as banking, broadcasting, or
healthcare in Canada) or risk premia related to exchange
rate risk or political risk.

One method of examining the convergence of rates of
return in Canada and the United States is to examine firm-
level data on profitability such as return on equity (ROE)
or return on investment (ROI). Both of these ratios take
Income Before Extraordinary Items (IBE) and divide by
different measure of the resources devoted to earning this
income. The Compustat database has measures of these
two returns using the following definitions:

ROE = IBE/ Common Equity as Reported
ROI = IBE/(Long term debt + Common equity + Preferred
Stock + Minority interest)

Values for these two measures of the return on capital
invested are presented in figure 3 (next page). The U.S.
series is the average of returns for the companies in the
S&P 500 index while the Canadian series is for the TSE
300 index. Unfortunately, the Compustat data for Canada
begins in 1988 (for ROI) and 1989 (for ROE), and that
does not permit a long-term comparison. In the event,
the bottom panel of figure 3 examines the spread between
returns in the United States and Canada and shows little
evidence of convergence of rates of return on capital, with
the possible exception of 2001 where the deeper economic
downturn in the U.S. is apparent.

Another source of profitability data is the national ac-
counts. Professor John Rodgers of Western Washington
University has compiled comparable measures of the
Net Profit Rate (NPR) for Canada and the United States.
Rodgers defines the profit rates as: NPR = (Output—Total
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Figure 3. Returns on equity and investment
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Compensation—Depreciation)/ Net Capital Stock. One
advantage of using Rodgers’ data to measure the return on
capital is that it does not require the use of firm-level ac-
counting data but rather relies on national accounts data.
Recent concerns over standards at public accounting firms
have led to increased reliance on profitability measures
based on national accounts. Rodgers’ data (shown in figure
4, next page, for the manufacturing sector) does show a
definite trend toward convergence of net profit rates in
Canada and the United States, but it appears that this trend
mainly occurred before 1980. Moreover, the convergence
primarily reflects a marked decline in the net profit rate
in U.S. manufacturing from 1965 through 1980. While
increasing integration between the two economies during
this period (particularly that related to the Canada-U.S.
Auto Pact) could have reduced differences in rates-of-re-
turn to capital, it does not seem plausible to us that this
integration-driven equalization would have happened al-
most exclusively through adjustment of the net profit rate
in the United States.

Why Didn’t Canada-U.S. Free Trade
Produce More Convergence?

The evidence presented thus far suggests that Canada-U.S.
price, wage, and profit rate convergence related to formal
CUSTA and NAFTA trade liberalization has been relative-
ly modest. This result might surprise both the supporters
and opponents of the 1989 free trade agreement, and it is
natural to seek an explanation for this surprising result.
One possible explanation of the relevant evidence is that
the Canadian and U.S. economies were already so tightly
integrated prior to the CUSTA that additional efforts by
governments and business to link the two economies fur-
ther were likely to have quite modest results.” For instance,
while auto-sector tarifts were quite high prior to the Auto
Pact, Most Favoured Nation (MFN) tariffs for many goods
had already been reduced to a significant extent by 1988.

Also, it is worth noting that the Canada-U.S. ex-
change rate fluctuated within a very narrow band from
1962 through 1970, the period during which the Auto
Pact seemed to foster convergence. That leads to a natural
question of whether economic integration is more likely
to lead to price and wage convergence when the exchange
rate is fixed. Finally, the fact that the CUSTA and NAFTA
established a free trade area rather than a customs union,
combined with exemptions from the trade agreements for
items such as agricultural products, means that internal
customs inspections are still required on the Canada-U.S.
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Figure 4. Manufacturing net profit rates in Canada and
the U.S.
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border. This section considers each of these potential ex-
planations for limited price and wage convergence.

Was the liberalization too small
to induce convergence?

This dismissal of the relevance of anticipated closer in-
tegration, at the margin, is unsatisfactory for at least two
reasons. One reason is that relative price divergences in
North American markets actually increased in specific
cases in the post-CUSTA period, and this result is incon-
sistent with the “exhaustion of incremental integration
opportunities” assertion. Rather, it points one in the dir-

ection of looking for factors that may have contributed
to a greater balkanization of North American markets in
the post-CUSTA period. A more direct response to this
comment is provided by Kunimoto and Sawchuk who
list both NAFTA and MEN tariff rates and conclude that
there is still a “large NAFTA preference ratio (i.e. the MFN
rate minus the NAFTA rate)” (Kunimoto and Sawchuk
2004:26).

An anomalous fact that needs to be set against this evi-
dence is that tariff reductions under NAFTA were greater
for U.S. imports from Canada than vice versa. That does
not fit comfortably with the finding of Helliwell (1998)
that the intensity of Canadian exports to the U.S. increased
significantly while the intensity of Canadian imports from
the U.S. remained relatively stable. The resolution of this
anomaly may be found in the secular increase in trade with
countries such as China combined with the prolonged and
significant depreciation of the Canadian dollar relative to
the U.S. dollar over most of the 1990s.

Does Exchange Volatility Prevent
Price Convergence?

Studies of wage and price convergence such as those of
Engel and Rogers (1986) rely upon the comparison of
exchange rate adjusted wages and prices. Accordingly, if
wages and prices are relatively stable while exchange rates
undergo significant changes, price and wage ratios will
diverge over time. There is increasing evidence that that
is happening because exchange rate movements are not
being passed through to import prices. Evidence of this
phenomenon is summarized in a recent Bank of Canada
Review article by Bailliu and Bouakez who note that “pass-
through to consumer prices since the early 1990s seems
very low” (Bailliu and Bouakez 2004:26). Exchange rate
effects are passed through to import prices, however, al-
though the degree of pass-through is far from complete.
Incomplete pass-through is in some axiomatic sense
evidence of incomplete integration because it can exist
only when market segmentation and imperfect competi-
tion or both allow price differentials to exist. Economic
theory provides several explanations for incomplete pass-
through, each of which involves an element of market
segmentation. For example, Krugman (1989) argues that
expansion of business into a foreign market involves sig-
nificant fixed costs that would need to be incurred again
if the market is abandoned temporarily when exchange
rates fluctuations render the market less profitable. As a
result, firms may tend to allow profit margins to adjust
with exchange rate cycles rather than adjusting prices in
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the currency of the importing country. The resulting local
currency pricing is, thus, a consequence of the size of the
fixed cost of moving into the other market. These fixed
costs are a reflection of the barriers to entry in foreign
markets and the resulting imperfect market integration.

Another explanation for reduced pass-through of ex-
change rate changes is the changing nature of trade. While
traditional theories of trade focus on specialization and
comparative advantage, deepening of economic integra-
tion is increasingly linked to the expansion of intra-indus-
try trade. An example is the automotive industry in which
Canada and the U.S. both export and import large volumes
of automotive products. As in the automotive industry,
a large fraction of this within-industry trade is between
different entities within the same firm. That means that
exchange rate fluctuations may have offsetting impacts
on the revenues and costs of a firm. Consider the simple
example of a Canadian firm that buys intermediate inputs
from the U.S. at a unit price P, , adds value V to them in
Canada, and ships the finished product back to the U.S.
for sale at unit price P_ . I E is the value of a U.S. dollar
in Canadian dollars, then profits in Canadian dollars for
this firm are EP,, 0, — EP, O, =V .

This equation clearly shows that the firm is partially
hedged against any change in the value of the U.S. dol-
lar because the cost of imported inputs falls along with
the Canadian dollar value of export revenues. If domestic
value-added falls as a fraction of the revenues of the firm,
it becomes increasingly possible to avoid changing the
export price in U.S. dollars if the U.S. dollar depreciates.
For a multi-national firm that produces finished differenti-
ated goods in both countries and then ships them across
the border for sale to consumers, the extent of this hedge
might be even greater.

This analysis suggests that any trend towards increased
trade in intermediate goods will raise the level of “nat-
ural hedging” available to exporters in North America and
hence lower the degree of price pass-through. Accordingly,
it is useful to seek empirical measures of intra-firm trade.
The level of intra-industry trade is readily observable
using detailed trade statistics, and the levels of intra-firm
and intra-industry trade are likely to be correlated. That
is true both at the theoretical and empirical levels. Mod-
els of intra-industry trade are typically set in an environ-
ment with differentiated products and increasing returns
to scale. That is much the same environment that gives
rise to multinational firms that engage in intra-firm trade.
Also, empirical analysis confirms that industries such as
the automotive industry tend to have high degrees of both
intra-firm and intra-industry trade.
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Several means of measuring intra-industry trade are
typically used, but perhaps the most common is the Gru-
bel-Lloyd measure defined, for industry i, as:

|X,. _Mi|
X, + M,

100*|1—-

If trade is completely balanced within an industry, ex-
ports equal imports and the Grubel-Lloyd index equals
one. At the other extreme, if trade is completely specialized
so that either exports or imports equal zero, the Grubel-
Lloyd index also equals zero. For the entire economy, the
industry-level indexes are summed with weights equal to
the industry’s share of total trade. While this is not a direct
measure of within-firm trade, changes in the Grubel-Lloyd
index do tend to be associated within intra-firm trade as is
the case in the automotive industry, for example.

Figure 5 shows the recent behavior of the Grubel-Lloyd
index since 1980 based on 34 BEA manufacturing industry
classifications from the World Trade Database CD-ROM
distributed by The Center for International Data at UC
Davis. The data break in the series between 1986 and 1988
reflects changes in the recording of categories caused by
the switch to the Harmonized Tariff System from the for-
mer national Canadian system. As documented by Kehoe
and Ruhl (2003), this transition resulted in classification
switches at the data recording level, and these changes cre-
ate inconsistencies in the value of exports and imports by
BEA industry category. Despite this re-basing effect, there

Figure 5. Index of intra-industry trade
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Figure 6. Volatility of the Canada-U.S. exchange rate
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was a clear upward drift to the Grubel-Lloyd index both
from 1980 through 1986 and 1988 through 1997.

The fixed-cost and natural hedge models provide an
explanation for why exchange rates changes may not be
passed through to consumer prices of imported goods. If
exchange rates are sufficiently volatile and exchange rate
pass-through is limited, then prices will not converge and
may even diverge as we find here. To determine whether
exchange rates have indeed been volatile, figure 6 presents
two measures of the volatility of the Canada-U.S. bilateral
exchange rate over the past thirty years.

The first panel looks at exchange rate volatility using
the standard deviation of the change in the natural loga-
rithm of the monthly change in the exchange rate (the

measure studied by Devereux and Lane (2003)). The graph
shows rolling twelve-month standard deviations of this
variable and suggests an upward trend in volatility in the
post-CUSTA period, which is confirmed by the increase
in the average value of the 12-month moving standard
deviation volatility measure of about 15 percent between
1980-88 and 1989-2003.° The increase in volatility is most
pronounced after 1997. The bottom panel shows the daily
change in the Canada-U.S. exchange rate as an alterna-
tive measure of exchange rate volatility. That is one of the
descriptive measures of volatility studied by Murray, Van
Norden, and Vigfusson (1996). The bottom panel here
reveals a similar increase of short-term exchange rate vola-
tility as evidenced by an increase in the standard deviation
of this measure from 0.32 over 1975-1997 period to 0.51
for 1998-2003.

This evidence on volatility suggests that volatile ex-
change rates and limited-pass through may explain the
lack of convergence documented in this paper. Indeed, it
is also possible that limited pass-through also contributes
to increased volatility of exchange rates because expendi-
ture-switching effects of exchange rate changes are lim-
ited if they are not passed through to prices at either the
wholesale or consumer level. When expenditure switch-
ing effects are weakened, exchange rates must change by
a greater degree in order to eliminate international im-
balances. Whether or not this feedback effect is present,
limited pass-through has led authors such as Devereux
and Engel (2003) to suggest that a fixed exchange rate
regime might be preferable to a floating exchange rate.
While that implication is worthy of further study, recent
empirical evidence of limited price convergence in Europe
after the adoption of the euro (see the discussion of Engel
and Rogers (2004) below) must also be considered.

Did Liberalization Change the Things
that Really Matter?

Even if CUSTA tariff reductions were large enough to pro-
mote integration, it is possible that the level of tariffs was
not the critical factor that was inhibiting further Canada-
U.S. integration. For example, NAFTA rules of origin are
complicated enough that some Canadian exporters find it
less costly simply to pay the higher MFN tariff rate.” This
type of cost clearly limits the value of tariff reductions both
for smaller firms and for consumers. Also, product stan-
dards, labelling requirements, limited cross-border deliv-
ery options, single-country advertising campaigns, and
restrictive distribution agreements are particularly likely
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to impede price arbitrage at the level of retail prices of
the type studied by Baldwin and Yan or Engel and Rogers.
Some support for this view is yielded by recent work
by Engel and Rogers (2004) that used multi-city European
price data collected by the Economist Intelligence Unit to
investigate price convergence in Europe. Engel and Rogers
found that prices in the euro-zone countries converged
fairly significantly during the early 1990s as the EU coun-
tries implemented programs designed to create a single
market. The magnitude of this convergence was almost the
same for both traded and non-traded goods. Interestingly,
the authors found little evidence of additional convergence
after the introduction of the euro in 1999. That last find-
ing may seem to suggest that moving to a currency union
does not accelerate price convergence, but that may not
be a valid conclusion because the countries in the sample
had been part of a the EMS exchange rate peg system for
several years prior to the introduction of the euro.

Conclusion and Policy Implications

Our paper represents an attempt to assess the extent of
wage and price convergence between Canada and the U.S.
in the post-CUSTA period using a range of different indi-
cators. On balance, the evidence provides only modest
evidence, at best, for increased convergence in the post-
CUSTA period. Indeed, evidence is available suggesting
greater divergence of Canadian and U.S. input and output
prices in recent years.

We consider several factors that explain the failure of
price convergence and conclude that exchange rate vola-
tility combined with limited pass-through of exchange
rate changes is a likely cause of the observed divergence.
We also note that other features of CUSTA/NAFTA may
explain why product market integration had larger con-
vergence effects after the Canada/U.S. Auto Pact and the
European move to a single market.

Our evidence certainly does not enable us to conclude
that the benefits of exchange rate flexibility in terms of
enhancing adjustments to external influences are less than
the costs associated with exchange rate volatility. However,
we believe our findings contribute additional evidence to
the debate already begun by authors such as Devereux
and Engel (2003).

120

Notes

* A version of this paper appeared as “The Effects of
Canada-U.S. Free Trade and Economic Integration on
Wage and Price Convergence in North America” in
The American Review of Canadian Studies Volume 35,
Number 3, Autumn 2005 (http://www.acsus.org/display.
cfm?id=276&Sub=297).

1 Rice is an example of these “basic heading” product
groups.

2 This latter problem will be reduced as more data using
the NAICS industry classification become available.

3 The graph in figure 2 uses the market exchange rate to
convert Canadian dollars.

4  Wage comparisons for these individual sectors are not
shown in order to conserve space. The relevant data are
available from the authors upon request.

5 This assertion is made by Helliwell (2001), among
others.

6 The difference is statistically significant.

7 Kunimoto and Sawchuck (2004) report a sample of
NAFTA utilization rates by Canadian importers that
vary from 15 percent to 98 percent for jewellery versus
fats and oils.
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Free Trade, Federalism

and Regional Redistribution

Robert G. Finbow

his essay assesses how integration within the North

American Free Trade Agreement (NAFTA) has

affected regional development and disparities in
Canada and the United States. It evaluates regional eco-
nomic opportunities and disparities in the open, contin-
ental economy. The essay compares policies for regional
redistribution in Canadian and American federalism and
focuses on how each federal system promoted policies
encouraging commonality in essential services and op-
portunities for citizens in regions with disparate economic
performances. Free trade has made national economies
more porous, and undermined previous benefits to “have”
regions (in return of purchases of goods and services) of
redistribution. Therefore, poor regions are immersed with
few safeguards in a transnational economy with high ad-
justment costs. Can national policies promote equity be-
tween states or provinces in development, services, taxes
and social opportunities still be pursued? If so, will com-
mon policies be adopted?

The impact of economic integration on domestic mod-
els of federalism is significant. The North American fed-
erations present interesting contrasts in the representation
of regional interests at the centre. Canada’s decentralized,
competitive federalism induces sharing of fiscal resources
as determined in federal-provincial bargaining; the U.S.
has centralized fiscal and policy dominance but with a
localized Congress ensuring receptiveness to the regions.
Moreover, these societies are affected very differently by
economic integration. The U.S. economy feels less effect
from free trade than smaller, trade-dependent Canada.

Therefore, these nations, featuring unique policy histories,
varying effects from integration, and different institutions,
deal with uneven development and regional disparities in
distinct ways which have been resistant to convergence.
This essay examines the impact of NAFTA on regional
disparities in each country. It contrasts their federal struc-
tures—parliamentary and congressional-presidential. It
will then assess regional policy, contrasting Canada’s ex-
plicit regional development and equalization transfers with
America’s more patch-work matching grants, procure-
ment, and regional initiatives. It will contrast the redis-
tributive character of these policies and their contributions
to regional development and alleviation of disparities. It
will propose a conceptual contrast between Canada’s “re-
distributive” approach and America’s “distributive” system
for federal spending on less developed regions. Based on a
comparison of the institutional representation of regional
interests in national politics, this essay will contrast the
emphasis on remedial redistribution in the Canadian sys-
tem with a wider distribution of development opportun-
ities via American congressional pork-barrelling. It will
then assess whether CUSFTA or NAFTA have promoted
any convergence or whether these distinctive approaches
to regional disparities persist. Finally, the paper will assess
whether national policy aimed at interregional equity al-
lows optimal adjustment to transnational integration, or
whether local or transnational policies are required.
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Free Trade, Integration,
and Regional Disparity in Canada

In Canada, analysis of regional effects of free trade is
limited by a lack of provincial statistics for exports and
foreign investment, which makes the impact debatable
(Chambers 2002:105). In general, all provinces increased
their trade after free trade, as Canada’s trade dependence
on the United States rose. Trade with Mexico is up but
is more limited, for NAFTA tends to favour interactions
by cross-border regions. Western Canada substantially
increased its exports to U.S. markets under the CUSFTA,
and NAFTA integration, though trade gains were focussed
on the American Great Lakes states. Alberta has increased
its exports most dramatically; exports to the U.S. rose by
over 136 percent from 1988 to 1998, versus 90 percent for
Western Canada as a whole (Mirus 2000:6). Energy exports
to the U.S. lead the way, though agri-business has made
inroads in Mexico (Warren 2003). Western Canada proved
the biggest winner in trade with Mexico under NAFTA,
showing the only substantial gains in recent surveys (Wall
2003:20). Again, Alberta showed the most rapid increase
in exports to Mexico, rising from roughly 15 percent to
20 percent of Canada’s total trade with that country. High
value added exports like processed meats, paper, furniture,
and electrical and precision equipment have increased as
a percentage of Alberta’s exports (Mirus 2000:7). Alberta
has been adversely affected by a cross-border ban on cattle
trading after BSE was discovered in a few cattle. British
Columbia, with its dependence on lumber and forestry,
was not as well served by NAFTA, especially given recent
U.S. restrictions and trade actions on softwood lumber.
Alberta and British Columbia have done well in foreign
investment since free trade, relative to their populations
(though statistics remain imprecise) (Mirus 2000:12). The
other Prairie provinces increased energy and agricultural
exports under free trade. Therefore, free trade potentially
lessened Western Canada’s historic grievances by limiting
federal restrictions on energy and reducing nettlesome
tariffs long thought to favour the centre.

There have been only limited gains for have-not At-
lantic Canada. Wall argues that, since NAFTA, the “esti-
mated effects on both directions of Eastern Canada’s trade
with the United States and Mexico are negative and large”
(Wall 2003:21). The Atlantic Provinces Economic Council
(APEC) notes that, although exports to the U.S. increased
slowly after free trade, the same pattern was true for other
major markets such as Europe, Asia and Latin America;
hence it was not NAFTA but rather the limited export
potential of regional products which was at fault (Chandy
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2001:14). Exports as a percentage of provincial GDP rose
from 26 percent to 32 percent since free trade, and some
firms produced new export products. But the region is de-
pendent on low value-added primary products, vulnerable
to market fluctuations, and trailed Canada in productiv-
ity and competitiveness (Chaundy 2001:145-47). Atlantic
Canada receives only five percent of foreign investment in
Canada, despite having about six percent of the GDP and
eight percent of the population (Chaundy 2002:v).

Ontario and Québec improved their trade surplus with
increased exports to most American regions. Effects on
trade with Mexico were not significant (Wall 2003:17-18).
Some branch plant closures forced adjustment, but Central
Canada remains attractive to foreign investors. Ontario
has had increased prominence in international service
and manufacturing markets, though its role in Canadian
inter-provincial trade has decreased as a result of import
competition, and has experienced a decline in the retail
sector (Britton 1998). Courchene and Telmer note the dra-
matic swing in Ontario’s trade from domestic to contin-
ental markets, which reflects the decline in the east-west
economy, as most provinces export more to the U.S. than
to other provinces (Courchene and Telmer 1998:278-79).
Ontario went from 20 percent to 40 percent of provincial
GDP dependent on exports to the U.S. market (McCallum
1998:3). Canadian industry, concentrated at the centre,
close to the border, is optimal from a trade perspective
and little location adjustment has been needed (Gunder-
son 1998). Ontario still attracts the lion’s share of foreign
investment, garnering three times Québec’s levels and 50
percent of the national total, adding to its economic lead
(Mirus 2000:12).

In Québec, debate over free trade became tied to the
issue of sovereignty (Latouche 1995); nationalists believed
that free trade would protect the new nation’s economy
after independence by preserving its close economic ties
with Canada and the United States (though automatic
Québec accession to NAFTA and GATT was questioned)
(Drover and Leung 2001:214-15). Despite Québec’s
openness to North American integration, analysts sug-
gest adjustment has followed predictable lines, based on
locational advantages (Polese 2000). Neverthelesss, Qué-
bec saw significant increases in manufacturing exports
to U.S. locations (McCallum 1999:3) in areas like furni-
ture and wood products, defying predictions of Mexican
dominance in labour-intensive fields (Chipello 2003:A2).
Québec’s balance of trade with the United States improved
substantially in the decade after free trade, led by a boom
in manufacturing (Ratté 1998).
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Hence, despite nationwide growth, NAFTA increased
disparities in economic potential, as the have-not Eastern
provinces saw less positive trade and investment trends.
Free trade also limits regional policy by prohibiting some
local preferences and imposing constraints on subsidies
and development incentives. Prior to the signing of the
CUSFTA, analysts worried about the potential gutting
of Canada’s regional development policies as a result of
the terms of the trade deal (Watson 1987). Although the
worst fears have not been confirmed, in the context of
fiscal constraint Ottawa has provided limited assistance
to have-not regions. Economic openness reduces the com-
mitment to east-west integration, equalization and nation-
al programs whose benefits no longer accrue to the centre
but dissipate in international markets, making transfers
and social programs appear zero-sum to have provinces.

Free Trade, Integration, and
Regional Disparity in the United States

The United States has always shown wide disparity be-
tween states; the richest state in GDP terms (Delaware)
has about twice the GDP per capita as the poorest (Mis-
sissippi) (Létourneau and Lajoie 2000:12). Inter-regional
inequalities declined for a number of decades, with the
phenomenal shift of industry to the “Sunbelt” in the previ-
ously marginal south and southwest. From the late 1970s,
when the energy crisis decreased competitiveness and
trade deficits hurt the economy, regions began diverging
(Hsing 1995:83). In the 1980s, fiscal conservatism limited
federal programs, and high technology development fa-
voured urban clusters where incomes were high (Bernat
2001:36, 43). The U.S. experienced phenomenal growth
in the 1990s, accompanied by increased disparity among
the states.

Debates over NAFTA remain politicized, and it is
difficult to obtain objective information; so estimates of
regional benefits vary quite widely. Some early studies pre-
dicted widespread job losses in all regions and states with
the surge in imports and relocation of industries to Mex-
ico, especially textiles, clothing, automobiles, computers
and other electronics. States specializing in these sectors
saw higher per capita job losses, though other states also
suffered lower wages and high unemployment (Rothstein
and Scott 1997:2). However, the Council on the Americas’
annual reports emphasize the gain in exports for most of
the states and paint a positive picture of NAFTA’s over-
all impact. Data from 1997 to 2001 indicate that, with
the exception of New England and Alaska, most regions
have increased trade with NAFTA partners. The north

and south central regions showed increased trade with
Canada, whereas the Pacific region had a smaller gain.
The mountain states remained modest exporters, and
New England’s exports to Canada decreased, though that
decrease reflected a decline in trade after the 2001 slow-
down. All regions increased exports to Mexico, though
with wide variations in trade levels. Some individual states
fared poorly, notably Alabama, Arizona, Colorado, North
Dakota, Indiana, and Rhode Island (Council on the Amer-
icas 2000-02). Canadian and Mexican investment in the
U.S. did not increase relative to EU investments, despite
the easing of rules on investment flows; so foreign direct
investment (FDI) did not have a significant new regional
impact after NAFTA (Guillen 2002:6).

Western and southern states have exported the most
after NAFTA, as high technology and automotive indus-
tries are increasing their continental exports. A report for
the Federal Reserve indicates that the southern states had
an average rise in exports of 48 to 200 percent (Wall 2000).
Many other states in the west and northeast had lesser
but significant gains, but only a few states experienced
net trade losses. California and Texas, both major en-
gines of U.S. trade, showed higher than average increases
in trade with Mexico as a percentage of state GDP. Both
these border-states had increased trade with Mexico after
NAFTA was adopted, though California’s trade with Japan
remained most important (Gerber 2002:153-54). A few
states, including Hawaii, Maryland, New Mexico, New
Hampshire and Vermont showed a drop in trade to the
NAFTA region; New England and the southern mountain
states showed negative trade performance since NAFTA,
and northern Midwest states showed limited increases
(Wall 2000).

While employment creation was cited as a major poten-
tial benefit from NAFTA, critical studies suggest job losses,
which, although modest relative to the overall economy,
have affected all states, though some more substantially
than others (Rothstein and Scott 1997). Other studies
suggest minimal employment impacts, concentrated in
trade sensitive leather, shoes and apparels, where Mexico
and other developing states have considerable wage cost
advantages (Century Foundation 1997:21). The extent
of these employment effects are highly contentious, but
some scholars, using state certifications of eligibility for
the NAFTA component of Trade Adjustment Assistance
(TAA), approximate NAFTA-linked regional job losses.
The Institute for International Economics found that in
no state was there a high impact, with less than one per-
cent of the workforce certified for TAA by 2002, but there
was a considerable range in such certifications, from a
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high of .8 percent in North Carolina and Arkansas, to a
low of .01 percent in Maryland (Hufbauer, et. al. 2002). A
recent study indicates that whereas all regions benefited
from cheaper imports, states with low wage industries in
the south-central and southwest regions experienced job
losses from competition with cheap imports, whereas ex-
port dependent regions (such as the West coast) fare much
better (Silva and Leichenko 1994:283).

The concentration of trade around border regions pro-
vides stimulus to growth in the Sunbelt. But adjustments
have nonetheless occurred, with loss of employment, iron-
ically in Mexican migrant communities, along the bor-
der as U.S. firms move to Mexico to benefit from cheaper
wages in order to meet increased competition from Asia
(Millman 2002:A20). Border incomes have continued a
steady decline relative to the national average (Peach and
Adkisson 2000:486-87). In the north, trade with Canada,
enhanced since the 1989 Free Trade Agreement, provides
business and employment; trans-border commerce re-
mains the most active on the planet, accounting for three
million U.S. jobs (Fry 2003:25). Thus NAFTA contributed
to regional differentiation in economic performance. In
some regions like the South, competition from Mexican
imports caused job loss, but exports helped to redress
economic decline.

Thus, NAFTA has affected the regional economic bal-
ance in both nations, creating new opportunities and
challenges. Both must deal with inequalities in regional
economic performance, community and individual ad-
justment and the political fallout this causes. This essay
demonstrates, however, that the specific federal institu-
tions of each country promote variations in approaches to
regional redistribution and national spending. Moreover,
unlike the EU, there is no commitment among the parties
to work towards levelling the economic performance of
strong and weak regions across nations (Pastor 2002:397-
8). Hence, these countries pursue different approaches to
regional adjustment, shaped by specific social conditions
and political institutions.

Federalism and Regional Spending
in the United States

The American federal system has tended to favour a dis-
tributive model in federal spending, which located major
federal initiatives, infrastructure and investments more
evenly among the regions and states. The courts gradually
centralized U.S. federalism, but the Senate’s equal rep-
resentation of states ensured that national policies receive
support from a variety of regions. Low party discipline
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and frequent elections make representatives emphasize
local needs in policy debates; in the committee system,
long-serving, senior members, give regions like the South
disproportionate influence, requiring ever-changing coali-
tions of legislators to cooperate across regional lines (Mc-
Niven and Plumstead 1998:46). The intra-state strength
of small states in Congress produces national policies
which are attentive to regions. The institutional matrix of
congressionalism and its pork-barrelling model contrib-
utes to adjustment between regions of differing economic
capacity.

The United States “has never had a consistent long-range
regional policy with adequately funded programs specif-
ically directed to the redistribution of economic activity
and the resolution of spatially based structural problems”
(Sweet 1999:235). Economic management was historic-
ally state and local, though Washington affected regional
economies through policies on railways, roads, canals,
harbours, land settlement, and tariffs. Later on, training,
agrarian diversification, land reclamation and irrigation
became part of pork-barrel politics (Sweet 1999:237). New
Deal era programs were more regionalised. The Public
Works Administration funded local infrastructure, and
the Natural Resources Policy board briefly tried regional
planning. The Tennessee Valley Authority (TVA) built hy-
dro dams and waterways, and improved transportation,
mining and energy production for “defence” purposes in
this poor region. The TVA later funded libraries, flood
control, recreation, workforce improvement and industry
incentives (Poole 1996:23-24). The anti-state heartland of
the country, the “farm payments region,” stretching from
Texas to the northern Plains and the Rockies, relied on
federal income support for 33 percent of farm incomes
(Drabenstott and Sheaff 2002:59). Washington developed
water resources in the west, via massive projects like the
Hoover Dam, which brought irrigation and power to vast
areas. Federal lands policy granted access to resources at
premium rates, further stimulating growth.

Several regional commissions were introduced in the
1970s, but most were short-lived, victims of limited Con-
gressional support and fiscal crisis. The Appalachian Re-
gional Commission’s strategic plan outlines the problems
of the region, including a 33 percent poverty rate, incomes
23 percent below national averages, and an outflow of
young people. The ARC coordinates planning between
state and national agencies and funds highways, health,
education community and human development, and im-
provements in local governance. It serves “as an advocate
and broker for the Region with public and private organ-
izations to ensure coordination of all available resources
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to support Appalachia’s development” (ARC Strategic
Plan 2003). The Delta Regional Authority (DRA) was
created in 2000 for eight states on the lower Mississippi
to fund “Basic public infrastructure in distressed counties
... [tlransportation infrastructure to facilitate economic
development [and] ... [b]usiness development with an
emphasis on entrepreneurship” (DRA 2003:2). DRA also
covers work-related training costs through existing edu-
cational institutions in the region. The political patrons of
this program have NAFTA in mind, seeking to link this
region to Mexico, Canada and the U.S. heartland with a
new interstate highway. The modest budget of this agency
has decreased steadily, but other funds for farm research
and rural development are also used to support “free en-
terprise” in southern states with strong connections to
Congress and the administration (Emmerich 2002).

The Economic Development Administration (EDA) of
the Department of Commerce dispenses grants aimed at
“economically distressed areas” as measured by income,
unemployment, poverty, out-migration, bankruptcies, lay-
offs, military base closures, declining industries, natural
disasters, and decreased tax revenues. EDA programs seek
to “create wealth and minimize poverty by promoting a
favorable business environment to attract private capital
investment and higher-skill, higher-wage jobs through
world-class capacity building, planning, infrastructure,
research grants, business assistance, and strategic initia-
tives” (Sampson 2002). EDA assists communities via plan-
ning, technical aid, public works, research, evaluation,
and trade adjustment assistance to help industries meet
the challenges of continental and global integration (see
EDA website). The Department of Housing and Urban
Development (HUD) operates Community Development
Block Grants (CDBG) for low income “entitlement com-
munities” via projects like infrastructure, community
facilities, educational and technology centres, and afford-
able housing (OMB 2002:2). Urban policies, such as the
Model Cities Program, Housing and Urban Development
Initiatives, and Urban Development Action Grants target
poor centres and serve an equalizing purpose. The Clin-
ton administration’s Empowerment Zones have a similar
stimulus effect in less developed cities (Sweet 1999:242).
The Department of Agriculture operates the Rural Com-
munity Advancement Program which targets strategic
development tailored to rural needs. Such programs are
assailed as wasteful and distorting of national priorities;
yet as one critic acknowledged, they persist because “Con-
gressmen dispense these grants to their constituents like
candy” (Bandow 2000:68-69).

Strong regional representation in Congress encourages
distribution of growth-inducing expenditures in defence,
aerospace, research and development across the country.
Some observers see defence spending, usually exempted
from regional policy on national security grounds, as
a form of covert regional assistance. Military spending
helped peripheral states advance in industry and inter-
national trade. Congressional coalitions affect spending
on defence procurement and research which are beneficial
to south and south-western states (Leonard and Walder
2000:30; McNiven and Plumstead 1998:46). States which
do well in defence spending are often outside the urban-
industrial areas, and some saw increased spending even
in general periods of retrenchment in defence spending
(Leonard and Walder 2000:38). One analyst notes that
growth in motor vehicles trade also reflects “direct state-
sponsored incentives” (Warren 2003).

Grants in aid, which provide 20 percent or more of
state revenues, establish national standards and balance
resources across states. The State and Local Fiscal Assist-
ance Act distributed $30 billion for public safety, environ-
ment, transportation, health, libraries, social services, and
recreation. This program transferred funds from affluent
suburbs to inner cities and rural communities, which pro-
vided some fiscal equalization. Sizeable tax expenditures
related to the enterprise and empowerment zone concepts
runs as high as $2 billion a year (OMB 2002:7). These
grant in aid programs clearly permit citizens of states to
receive more of certain services (i.e. in health, welfare and
education) than they would receive without federal as-
sistance. As federal transfers for Medicaid skyrocketed,
the redistributive effect increased, and these conditional
grants are indistinguishable from unconditional equaliza-
tion in their fiscal equity effects (Keen 1997:791-2), and
transformation in some spending patterns in the 1980s
and 1990s actually augmented the redistributive effects. A
Harvard study shows that defence retrenchment occurred
more in wealthy states than poor ones, whereas Medicare,
Medicaid and social security spending, on the increase,
generally favours low income states as well: “The net result
is that although no explicit policy on the federal fund-
ing-allocation pattern has ever been adopted, the actual
trend of recent years has been toward greater redistribu-
tion from higher-to lower-income states” (Leonard and
Walder 1998:15).

More recently, decentralized federalism has seen “new
initiatives devolve into a fragmented set of unrelated pro-
grams” (Poole 1996:22). But programs like the EDA and
CDBG, which keep support in Congress by channelling
funds to constituencies, survive with reduced funding.
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New policies assist firms, sectors, and indirectly, regions
which suffer from trade adjustment in CUSFTA and
NAFTA. The Trade Adjustment Assistance Program pays
firms to adjust plants, management, human resources or
technology to meet global competition. The 1990s eco-
nomic boom also facilitated state adjustment to new re-
alities. Fry reports on the impressive progress of many
states as exports become an increasingly important part of
their economic activity. There remained strong variations
among states with declining industrial bases, like Mich-
igan in automobiles, eroding agrarian economies, and the
vibrant IT centres of Silicon Valley or North Carolina’s
research triangle. But some states have succeeded in bring-
ing their economies into a strong competitive position,
despite poor planning and insufficient commitment of
resources for information technology and trade initia-
tives (Fry 2001). However, the increased security costs
since September 11", and the extensive tax cuts of the
Bush administration have devastated state treasuries (Fox
2003:11-12). That has forced painful cuts in education,
health and other fields, which will again increase regional
variations in life chances (Agranoff 2003).

Federalism and Regional Spending in Canada

Canada employs a redistributive approach in addressing
regional economic disparities, which reflects a very differ-
ent system for regional representation in national politics.
Canada’s institutions provide smaller, have-not regions
with limited influence on national policy. Canada’s ap-
pointed Senate provides no meaningful regional input,
and MPs in the Commons are bound by party discipline
to support national platforms which lack regional focus.
Simple plurality elections favour majority governments
which often exclude small regions and are dominated by
the two large central provinces. Regional representatives
in Cabinet wield some influence, but their regional role
is limited by cabinet solidarity and small regional cau-
cuses in peripheral provinces have less weight, giving their
ministers limited influence (Weaver 1995:59-63). Court
rulings restricted Ottawa’s residual power, but criminal
law and spending powers allow federal influence in prov-
incial affairs. Canada’s fusion of power means that federal-
provincial fiscal issues are resolved via “executive federal-
ism”—inter-governmental relationships between officials,
ministers and premiers. That means the primary means
for regional input is through provincial governments via
meetings of officials or first ministers.

Canada has a general constitutional guarantee for fis-
cal equalization so that all provinces can provide essential
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public services of average quality. These payments permit
poorer provinces to hold down taxes while investing in
education, health and other social services which make
them more competitive and prevent inefficient emigration
of productive factors. Equalization has been challenged
by critics as a wasteful disincentive, but it has reduced the
burdens of richer regions, for have-not provinces thereby
supply them with better markets and sources of skilled
labour. However, this pledge has been “honoured in the
breach” for the most part in the current era of deficit re-
duction. The program has fallen far short of the ideal of
comparability. Ottawa uses a five-province standard which
excludes Alberta to prevent distortions from fossil fuel roy-
alties and has linked equalization to increases in GNP, and
that keeps payments below actual entitlements, increasing
disparities in essential services. In addition, other prov-
inces have challenged the redistributive efforts of Ottawa.
Québec’s sovereigntist politics and Western provincial as-
sertiveness have swung the balance away from cooperative
federalism which featured federal coercion of provincial
cooperation through conditional cost-sharing. As Canada
engages in free trade with its continental neighbours and
global partners, the old pattern of re-circulation of redis-
tribution and spending back to the centre has diminished,
and more of this redistributive element is dispersed to
transnational firms. This reduced support of the electoral
heartland for redistribution challenges the commitment
to national programs and comparable standards.
“Collaborative federalism” has emerged, featuring
agreements such as those on Internal Trade among prov-
inces and on the maintenance of the social union and on
health care (Simeon 2000:238-39). That has resulted in a
stronger assertion of influence by the four largest prov-
inces (Ontario, Québec, British Columbia, and Alberta),
changing the balance of many intergovernmental agree-
ments. Federal conditional grants for health, post-second-
ary education and welfare no longer have an equalizing
effect as political pressure from the four largest provinces
led to adoption of a per capita formula in the Canadian
Health and Social Transfers (CHST). As federal fund-
ing is restored after previous cutbacks, this program will
worsen disparities as the three “have” provinces (trad-
itionally Ontario, Alberta, and British Columbia) make
significant gains in constant dollars relative to 1993 levels,
whereas the have-not provinces still fall short of previous
levels (Beale 2000:19). Hence, primary federal transfers
to provinces for education and health may now be less
redistributive than American block grants. So have-not
provinces must provide more services with lower federal
contributions, which could erode the quality of essential
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services in Atlantic Canada (Chaundy 2001:4) at a cost to
the unity and competitiveness of the entire federation.

Centralized policy making also prevents a fair distri-
bution of policies and spending to stimulate more even
economic growth. When federal decisions are made on
spending and procurement, electoral calculus favours cen-
tralization because productive spending is concentrated at
the centre and limited redistribution is provided for have-
not provinces. For instance, new programs, such as Tech-
nology Partnerships Canada, Canada Research Chairs,
and the Canadian Foundation for Innovation are geared
towards the larger provinces for political reasons. Because
its pre-existing research capacity in private enterprises and
public and educational institutions is inadequate, the At-
lantic region cannot easily attract such investments (Beale
2000:18). Western provinces like British Columbia also
complain of low per capita levels of federal spending on
scientific and research activities. (Western Premiers Con-
ference 2000:14).

Prior to adoption of the Canada-U.S. FTA, regional
analysts expressed fears that the use of subsidies to encour-
age regional development could be hindered. So far, the
free trade deals have provided some exemption in the form
of non-actionable subsidies to offset these concerns. How-
ever, the U.S. and EU have recently considered using the
WTO process to question Canada’s regional development
programs. So in future, the ability of Canada to provide
special promotion for regional economies could become
more limited as action against such subsidies becomes
more likely. The likelihood that national policy will evolve
thereafter in more favourable directions is minimal. The
asymmetries in electoral strength and political power
in the confederation are reflected in a continued lack of
responsiveness in major policy decisions. As external
competition increases, Canada lacks a mechanism like
the American Senate which requires trans-regional coali-
tions for adoption of policy and encourages distribution
of growth-inducing national expenditures and programs
across the country. For peripheral regions like the Atlantic
or Prairies to flourish, the Canadian federal system must
be altered to ensure that major national policies reflect the
interests of all regions. However, this reform is unlikely,
given central electoral dominance. Therefore, regional
leaders must find alternatives to replace lost federal sup-
port while coping with discriminatory effects of major
national policies.

As yet, the existing system of transfers has not been
entirely unravelled. Equalization remains in place, though
exclusions for some resource royalties meant that it did
not bring the have-not provinces up to an effective na-

tional standard, thus creating new disparities in service
levels despite the constitutional guarantee. Furthermore,
disadvantageous trends have emerged for have-not prov-
inces. In response to fiscal crisis and debt-service costs,
the federal government engaged in a program review and
concentrated its efforts on reducing the fiscal burden dur-
ing the early years of NAFTA; for instance, the Atlantic
Canada Opportunities Agency (ACOA) saw a reduction
of 40 percent in its budget, and recipients were required
to repay all assistance (Savoie 1997). Ottawa also limited
its contributions to established programs financing (EPF)
(health and post-secondary education) and the Canada
Assistance Plan (CAP) (welfare and social assistance) from
the 1970s (Bernier and Irwin, 1995, 284). Established pro-
gram financing for health and universities was cut exten-
sively by Conservative governments in the 1980s as the
tederal regime solved its deficit problem by downloading
costs to the provinces. The blending of the EPF and CAP
programs into the CHST in the 1990s removed the im-
plicit equalization of these transfers to the detriment of
have not provinces. Overall, Ottawa’s position as enforcer
of national standards in major social policy fields (even
health) appeared to be in serious doubt after extensive
cuts transferred more of the burden to provincial govern-
ments. It is not surprising that recent studies of regional
disparities indicate that a trend towards convergence in
provincial prospects ended by the mid 1980s (Coloumbe
1997:9-10).

Despite earlier retrenchment, the Liberals recently
returned to a regionally differentiated model, with an in-
crease in spending in response to balanced budgets and
electoral pressures (though this was predicated on sur-
pluses which may disappear in light of the security crisis).
The Chrétien government developed programs, such as
the $700 million Atlantic Investment Partnership, to aug-
ment research spending and technological investments,.
More significantly, the minority Liberal government of
Paul Martin has renegotiated deals on offshore resources
to reduce the claw back of funds from equalization pay-
ments for both Newfoundland and Nova Scotia (though
to the chagrin of other provinces in central Canada and
the West) (Dunn 2005). But overall, the trend to decen-
tralization will likely continue, and Ottawa has reduced
its ability to insist on national standards, even in health
care, by reducing its financial support. Hence rather than
increasing attention to regional economic disparities and
income inequalities to respond to the adjustment pres-
sures from free trade, the federal regime has reduced its
contributions overall. Greater divergence in the extent and
quality of provincial programs in health care, education

129



FREE TRADE, FEDERALISM AND REGIONAL REDISTRIBUTION

and welfare has, therefore, developed despite efforts at
commonality. (The recent health accords and child care
initiative may help reverse this trend at least temporarily,
again while the influence of small provinces is augmented
in the minority Martin government).

Contrasts or Convergence?

Free trade has affected the two North American federa-
tions differently. Canada, as a more open trading economy,
has witnessed a greater overall impact on its economic ac-
tivity and has seen an increase in disparities as regions take
differential advantage of the new opportunities to trade
with the United States and Mexico. This varied experience
has tended to reinforce existing regional disparities in em-
ployment and per capita income. The best performers have
been the resource rich provinces of the far West, followed
by the economic heartland of Ontario and Québec. The
have-not Atlantic provinces have received lesser benefits,
though recent studies seems to show some export-led
growth and not the negative performance indicated by
earlier pessimistic accounts. America’s economy has been
less significantly affected as a whole, but there have been
notable regional effects. They have been especially evident
in both southern and northern border regions where trade
and growth have been stimulated, but income and employ-
ment are under pressure from low wage competition. The
effects are complex, and states fare differently in terms of
exports versus employment; for instance both the South
and West have gained from NAFTA induced trade with
Mexico but some low wage sectors in the South have been
adversely affected by competition from low cost imports.
Regional effects are more muted and diffused than in the
Canadian case, but nonetheless pose immediate and long-
term challenges for policy makers.

Differing political institutions in North America
promote different styles in federal- provincial and fed-
eral-state relations and regional development. Canada’s
parliamentary system and centralized electoral politics
long favoured a redistributive model, featuring equaliza-
tion and unemployment insurance and cost sharing in
some programs, which ultimately returned to the centre in
purchases of goods and services. The occasional electoral
importance of peripheral regions in a regionally divided
House of Commons, together with powerful regional min-
isters, required attention to regional concerns; but these
initiatives are marginal to national policies, providing lim-
ited compensation for marginalization. Although federal
spending is higher per capita for have-not provinces, it
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does not distribute fundamental economic activities and
programs as equitably as many American policies do.

America’s intra-state representation via the Senate and
the electorally-sensitive House creates a distributive model
of federalism in which growth-inducing expenditures are
more equitably dispersed. Although a free-market ideol-
ogy mitigates against explicit equalization, some programs
have equalizing effects which allow all states to provide
critical services at comparable levels. That is especially
true of some of the most massive grant in aid and social
programs which equalize the quality of public services to
a degree. Although most redistributive effects are non-
intentional results of program development in complex
Congressional policy-making, there is an equity compon-
ent in nationwide programs in infrastructure, community
development, health, welfare and education. Regional ad-
justment remains focussed on private sector provision of
jobs and rarely creates very much space for government-
run initiatives, outside of the massive security, research
and defence fields which have significant redistributive
effects across regions.

There remains a debate over the appropriate national
response to regional disparities and the optimal arrange-
ment of federalism for balanced economic development.
Some see free trade as necessitating decentralization to
provinces, states or communities and lessening the pos-
sibility and benefits of national economic management.
Others suggest transnationalism causes a decline in federal
revenues or capacities for regional redistribution or pro-
motion; particular concerns are expressed over challenges
to the use of subsidies or tax breaks in regional develop-
ment. For some authors “allocative efficiency in terms of
the correspondence of public goods to the preferences of
individuals is best served by regional jurisdictions, which
are ‘closer’ to their populations, than by a supranational
government” (Farina 1999:2). Regions should be allowed
to adjust to continental integration in the free market to
permit optimal, efficient outcomes.

Others warn that decentralization threatens com-
mon citizenship or opportunity in less developed regions
and creates costs for developed areas through spill-overs
(e.g. emigration of less skilled or healthy workers to the
centres) or tax competition (states artificially reducing
revenues and programs to attract capital). Boadway calls
for a federal role in securing fiscal equity in taxes and
services across states or provinces to allow for a more ef-
ficient ultimate allocation of factors (Boadway 2001). In
the Canadian case, a precipitous move towards decen-
tralization without a corresponding constitutional change
to enhance regional input in national economic policy
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would place disadvantaged regions in a worse position
than their American counterparts. Such a move would
undermine the redistributive character of Canadian policy
and augment inequality in essential programs and services
without fairer distribution of economic activity or fed-
eral policy stimulus which compensates for the absence
of redistribution in U.S. federalism. That could undermine
Canada’s ability to compete in global markets if it results
in a reduction in quality of education, worker training or
adjustment measures in some have-not provinces.

Robert Pastor calls for transnational programs to pro-
mote regional equity and economic adjustment across the
entire NAFTA region. Pastor notes that, with the adoption
of the Maastricht principles on social cohesion and the
growth of associated funds, the EU developed structural
funds directed at problems of slow growth regions, de-
clining sectors, high long-term, youth unemployment,
skills development, and adjustment in primary resource
and rural economies. Pastor argues that a similar initia-
tive may be required in North America to permit less
developed regions to adjust successfully to continental
integration (Pastor 2002:417). The likelihood of such a
generous transnational initiative seems remote, given the
asymmetrical wealth, power and interests of participating
nations and the liberalizing tendencies of the NAFTA and
FTAA projects. Economic integration may increase pres-
sure for convergence, especially if issues of inter-provincial
or inter-state trade barriers and subsidies are addressed by
bilateral or multilateral trading regimes. Nevertheless, in-
stitutional constraints, electoral incentives and the inertia
of past policies may preserve fundamental variations in
approach, notwithstanding these pressures.

Hence divergent approaches are likely to remain the
norm. The American system of distributive federalism
appears inviolable and unchanging; the intricate regional
policy alliances in Congress will continue to translate into
a wider dispersion of federal spending in core areas. The
piecemeal results of this system mean that it will lack a
logical pattern of adjustment to the intricate regional ef-
fects of continental and global economic interdependence.
Canada is perhaps more ripe for change, if the influence
of neo-liberal politicians and pressures to conform to
transnational norms on government spending and de-
centralization take hold. Such transition would come, as
argued elsewhere, at a cost to common social citizenship
in Canada (Finbow 2004), because reduced redistribution
would not be accompanied by fairer distribution of federal
spending, unless fundamental constitutional changes were
adopted, a distant prospect at present.

Moreover, free trade and continental interdependence
have decreased the common benefits of federal redistribu-
tive programs, for these expenditures dissipate into the
entire free trade zone, rather than redound to the benefit
of the electorally dominant central provinces. That may
be undermining the national commitment to redistribu-
tion and common standards, a potentially more subtle,
but in the long run, important contributor to increased
disparities among Canadian regions.
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Implications for the FTAA:
The Institutionalization of Investor

Status in Public International Law:

Noemi Gal-Or

There is a newly emerging tyranny attempting to
suppress democratic discourse about issues of eco-
nomic policy that are vital to prosperity...

(Stiglitz 2002:10)

Introduction

oseph Stiglitz, former chairperson of President Clin-
ton’s Council of Economic Advisors and subsequently
Chief Economist of the World Bank, bemoans the
ecade-long economic policies of the United States ad-
ministration for laying “the groundwork for some of the
problems we are now experiencing” (Stiglitz 2002:3). Stig-
litz advises that the corporate scandals of the 1990s serve
as a chief reminder that “... government has an important
role. Every game has to have rules, and government sets
the rules of the economic game. If the rules promote special
interests, or the interests of corporate executives, then the
outcomes are not likely to promote general interests, or
the interests of small shareholders” (Stiglitz 2002:7, em-
phasis added).
This article draws attention to a set of rules that pro-
motes the particular interests of investors.? These rules
represent a development in international law that raises

a myriad of new questions and challenges. The trans-
formation of the General Agreement on Tariffs and Trade
(GAT'T) into the World Trade Organization (WTO) con-
tributed an array of definitions concerning firms and
private parties (reflected in the WTO agreements) and
confirmed that firms and private actors were often con-

”3 in trade and investment activ-

sidered “units of account
ity. There is, therefore, a need to clarify the legal status of
these actors. It is in this regard that the North America
Free Trade Agreement (NAFTA) and not the WTO,* has
played a pivotal role and exerted a strong influence. Since
NAFTA, the increased usage of investor-State dispute reso-
lution mechanisms within intergovernmental bilateral in-
vestment treaties (BITs) (Mann et al. 2004; Waelde 2004a)
and free trade agreements (FTAs) has been impressive.
It allows the investor to seek settlement of investor-State
disputes outside the State’s domestic courts, or any do-
mestic court for that matter, through alternative dispute
resolution (ADR) mechanisms—specifically, but not ex-
clusively, arbitration. Furthermore, NAFTA’ influence on
regional FTAs is unmistakable. The negotiations of the
Free Trade Area of the Americas (FTAA)® (that may re-
sult in a future regional agreement®) reflect acceptance of
the spirit of its NAFTA forerunner. Combined, NAFTA’s
influence on BITs and bilateral trade agreements, on the
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one hand, and on regional free trade negotiations, on the
other hand, illustrates an institutionalization of these legal
developments, suggesting that they have become common
standards.

Two issues have emerged from the innovation spurred
by Chapter 11 of NAFTA, which deals with the issue of
investors. First, the State, which is the only subject of inter-
national law with a right of standing” in disputes arising
from intergovernmental accords, has de facto recognized
the natural and/or corporate legal person—when acting
in the economic capacity of investor—as an equal subject
of international law, on par with governments. Second,
the State adopted long ago ADR mechanisms to substi-
tute for court litigation as a means to resolve its disputes.
ADR mechanisms, however, are based on the principle of
mutual consent, i.e. their application is dependent on the
voluntary agreement signed between the parties to it that
is referred to as “privity of contract”® In introducing the
investor as party to the ADR mechanisms, with rights and
duties as complainant or respondent, but not as party to
the treaty or to an arbitration agreement, the drafters of
international law have been moving away from a principle
fundamental to the logic of a dispute resolution system
that distinguishes itself from court litigation.

This article suggests that the time is opportune for
thoroughly addressing and debating these issues because
the negotiations of the FTAA have not yet been concluded,
and its reconsideration is still possible. Also, due to its
importance,’ the ramifications of either adoption or re-
vision of the investor-State concept in the FTAA will have
considerable influence on the future evolution of public
international law.

Section two discusses the history and purpose of inter-
national commercial ADR in order to contextualize the
main argument, namely that the draft FTAA may represent
the final stage of confirming and sealing the institutional-
ization of NAFTA’s Chapter 11 in public international law.
Section three explains the innovation introduced by Chap-
ter 11’s investor-state ADR mechanism and section four
discusses its implications for international law. Section five
investigates the implications emerging from the interpret-
ation of international law by the Canadian courts;'° section
six describes the FTAA Investment Chapter (Chapter 17)
ADR provisions; and section seven concludes.

The history and purpose
of international commercial ADR

For over a century, ADR (notably arbitration') has figured
as a major tool of choice to resolve economic disputes,
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and arbitration has been seen as playing a significant role
in economic and political affairs. International ADR has
its roots in medieval commerce, but contemporary inter-
national commercial ADR began only in the late nine-
teenth and early twentieth centuries with the use of mixed
claims commissions'? that attempted to resolve State-to-
private-party (or State-owned companies) disputes. In the
1980s, the practice of by-stepping court litigation in favour
of ADR expanded. ADR was considered an ingredient
of a pre-emptive strategy designed to minimize invest-
ment risks particularly in developing countries. Foreign
investors were increasingly assured protection through
State contracts concluded between governments and the
private sector (Bjorklund 2001), as well as in inter-govern-
mental BITs. The provisions for dispute resolution adopted
in these accords represented mostly “soft law;” and formed
part of the re-vitalized doctrine of lex mercatoria (or mer-
chant law) (Cutler 2003).

Figuring as an important factor in the process of eco-
nomic globalization, ADR has indeed carved out a private
justice system within international trade law shadowing,
and competing with, the court system. In United States
terminology, it was coined as “oftshore litigation” (Dezalay
and Garth 1996:173), a new type of justice service en-
gaging different classes and political positions. The argu-
ment in favour of international commercial® (i.e. involving
a private party) ADR identifies numerous disadvantages
associated with litigation via the court system at either
the national or international level. Domestic litigation has
been said to entail disadvantages such as time, cost (capital
and personal), limitations regarding personal jurisdic-
tion, and subjection to a judicial process in foreign courts
with differing legal systems. Furthermore, private sector
concerns about the potential non-enforceability of foreign
judgments resulted in unpredictability and uncertainty,
thereby threatening commercial stability. All this was seen
to cumulate into a “general chilling effect on international
business transactions” (Naranjo 1996:118) resulting from
court litigation and considered as a great disadvantage to
the conduct of international business.

In addition to the private sector’s dissatisfaction with
the system of justice, trading States were looking for mech-
anisms to supplement or substitute for the weakness of
the International Court of Justice (ICJ).** For a long time,
governments relied on the GATT dispute settlement rules,
which they later refined in the 1995 WTO Dispute Settle-
ment Understanding (DSU) governing also intellectual
property and service trade disputes. Along with the WTO
Appellate Body, the DSU has represented a more viable
and effective law enforcement option than the GATT and
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ICJ. Thus, in a consistent evolutionary process, ADR, and
particularly arbitration, adapted from the international
private sector,'” has shifted the resolution of disputes aris-
ing under public international law out of the public arena
of the courts and into the private arena of tribunals. In the
process, many legal inconsistencies were created, which
remain unresolved. These include the status of the investor
in international law and the teleological foundations for
ADR investor related provisions incorporated within pub-
lic international trade law.

The discussion of international ADR involves the dis-
tinction between “hard law, soft law, and softer law or
extra-legal standards” (Mistelis 2001:16) which represent
different aspects of public international law, including
commercial law. “Hard law” comprises international con-
ventions, national statutory law and regional and inter-
national customary law reflecting the traditional axiom
that international law is the system of law primarily
regulating the relations between and among States and
traditionally known as “public” international law (Parry
1968:1). “Soft law” comprises model laws, legal guides and
scholarly “renditions” of international commercial law, all
of which are not incorporated into national law, as well as
private contractual terms that do not conflict with public
policy. Soft law is legally binding and enforceable only
upon consent of the parties. “Softer law” comprises extra-
legal standards used for the purpose of assessment of legal
questions (e.g. product quality measurement codes—Mis-
telis 2001).

Lex mercatoria, a more recent category of rules per-
meating public international law, is also the most in-
determinate source of public international law, still in
the process of crystallization. While NAFTA is a binding
treaty ratified through implementing legislation by each
of its signatories, and BI'Ts are similarly intergovernmental
agreements, the dispute resolution provisions of lex mer-
catoria emerging in NAFTA,'* BITs and possibly a future
FTAA, have their origins somewhere in between soft and
softer law—a category yet to be determined. Indeed, as
soft law became incorporated within hard law (e.g. the
United Nations Commission on International Trade Law
(UNCITRAL) ad hoc arbitration rules model law or the
World BanK’s International Centre for Settlement of In-
vestment Disputes (ICSID) Additional Facility Rules), the
question arose whether this practice sufficed to transform
the nature of soft law and “codify” it into hard law when
incorporated in treaties.

ADR has gained high regard within the legal profes-
sion, business and government—and to a certain extent
(depending on sectors and interests)—also in the public

eye. It has successfully mobilized the symbols of the pub-
lic justice system in legitimizing the out-of-court dispute
resolution concept and its mechanisms. The overall out-
come has seen judges acting sometimes as mediators, as
senior partners to lawyers on both sides of the dispute or
as counsellors to the parties, and employing skills that are
not unique to judges alone. The ensuing economic oppor-
tunity for the legal and para-legal professions has nour-
ished the emergence of over 120 arbitration centres and
more general ADR service providers (Dezalay and Garth
1996). Yet, from a theoretical legal perspective it has been
observed that “the recognition of a ‘private enclave’ within
the official justice system ... clashes with law’s universal
ideology” (Dezalay and Garth'” 1996:118) representing
a dilemma that remains to be resolved. One way to il-
luminate this issue is to engage in a close examination of
the incorporation of elements from lex mercatoria within
public international law (Berger 1996) which is “relatively
permanent and independent of individual states, in that it
is not subject to any ratification” (Mistelis 2001:23).

The innovation introduced in Public
International law by NAFTA’s Chapter 11

Because of NAFTA’s importance,'® its Chapter 11 has be-
come the spearhead of a reformative—perhaps revolu-
tionary—front in intergovernmental trade agreements.
This has been explicitly recognized by professionals
sceptical of the Chapter’s intent to, and ability to, protect
investors (IISD and WWF 2001:6), and who maintained
that “[u]ltimately, the chapter came to include stronger
elements of investor protection and liberalization than
found in the Canada-U.S. Free Trade Agreement, or in
any existing BIT” (International Institute for Sustainable
Development & World Wildlife Fund 2001:8). Also, the
Government of Canada has implicitly expressed reser-
vation noting that: “[t]he mere fact that Chapter 11 has
generated so much widespread commentary—whether
based on deep analysis or pure emotion—indicates that
something is seriously wrong with the status quo and
signals pressing unfinished business within the NAFTA
framework” (cited in Alexandroff 2004:463).
Underscoring the novelty of Chapter 11 is the fact that,
unlike the WTO DSU and many other previous inter-
national legal ADR provisions included in earlier FTAs
and BITs," it reformulates the investment relationship.
These provisions, which stipulate a binding dispute settle-
ment mechanism between the investor and the State, are of
unprecedented nature? (IISD and WWF 2001) and supple-
mentary to terms addressing investment disputes between

137



NAFTA CHAPTER ELEVEN AND THE IMPLICATIONS FOR THE FTAA:
THE INSTITUTIONALIZATION OF INVESTOR STATUS IN PUBLIC INTERNATIONAL LAW

the contracting parties. Ever since NAFTA, Chapter 11
has been reflected (in varying measures) not only in many
BITs (e.g. in all United States BITs) but also increasingly in
FTAs (in a comparatively limited version in the European
Energy Charter), the sub-regional Treaty on Free Trade
among Columbia, Venezuela and Mexico, the bilateral free
trade agreements between Bolivia-Mexico, Costa Rica-
Mexico, Canada-Chile (SICE 2003) and most recently in
the United States-Chile Free Trade Agreement (USCFTA
2004).*' All these agreements provide for terms addressing
investment disputes arising between a contracting party
and an investor and permit the investor to bring a claim
against a government in an arbitration procedure. This
represents a salient novelty in intergovernmental agree-
ments for two reasons: investment provisions now draw
into their realm the broader context of the trade (not just
investment) agreement within which they are incorpor-
ated (prior to Chapter 11, similar provisions were related
to specific issues and were limited in scope); and they al-
low for binding arbitration initiated by an investor.

The rationale for enhanced foreign investor protec-
tion agreements was based on the expectation that such
protection, while encouraging investment in developing
economies, would also provide opportunities for invest-
ment and encourage job creation in the home country of
the investor (Mann 2002:2-3). Recent studies show that
BITs have not led to these effects (Mann, et al. 2004), al-
though NAFTA members more than doubled their foreign
investment in their NAFTA partners between 1994 and
2000 (Government of the United States 2003a). In addi-
tion, stakeholders and commentators have been vocal in
criticizing Chapter 11’s ADR provisions for causing harm
to social interests (i.e. labour and the environment), for
interference with national sovereignty and for undermin-
ing the democratic rules of the game at the national and
sub-national levels of government. Furthermore, accord-
ing to these critics, alongside the foreign investment gains,
evidence has been mounting of unintended side effects in
the form of foreign investors’ recourse to the new ADR
protection hindering government efforts to implement
measures aimed at improving public welfare, through en-
vironmental legislation for example.*

Subject of international law. The extensive focus on the
adverse labour and environmental impacts of Chapter 11
has overshadowed its larger and deeper reaching implica-
tions on international law. What Chapter 11 has effect-
ed—without much public debate—is the addition of a new
subject of international law to its already expanding list of
new subjects.” Chapter 11 is innovative because it does
away** with the more than century old international legal
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principle that the government of a State is the only subject
that has (full) standing in international public law and is
representing its citizens in its governmental capacity.”®
Intergovernmental trade and investment agreements (un-
like commercial contracts*) are instruments of public,
not private, international law. With this development,
governments have now allowed (solicited) the investor to
become a direct subject of international law since, under
certain conditions stipulated in the investment dispute
resolution mechanism, the investor is entitled in law to file
directly—not via representation by government—a com-
plaint against a foreign government. Concerned by the
fact that international investment law is endowing its new
subject—the investor—with rights and no corresponding
responsibilities (by definition, a subject of international
law carries both rights and duties), Howard Mann, like
other critics, has protested against “the absence of a sense
of basic justice in such a system of law” (Mann 2002a:2).
Privity of contract. The logic of ADR, which distin-
guishes it from adversarial court litigation, is premised
on the mutual consent given by the parties that have con-
cluded an ADR agreement. The question which therefore
arises from Chapter 11 is, whether an investor, who is not
party to an international public trade or investment treaty,
may be considered as having expressed consent to the pro-
cedure. Is actual recourse to the ADR provision sufficient
proof of voluntary acceptance? Since, as private parties,
investors cannot negotiate the ADR terms of a treaty, their
only choice remains acceptance or rejection of the agree-
ment “as is”. Rejection, however, will not lead to a more
attractive alternative.”” Unlike the State, which has negoti-
ated the ADR provisions adopted in the agreement, the
investor is in a weaker bargaining position, or has none at
all. But even if the very option of having recourse to ADR
satisfies the test of free consent, the investor still will not
be legally bound by the treaty. Or, is it now the case that,
according to this scenario, proof of voluntary acceptance
of the treaty’s ADR terms renders an investor a party to
the intergovernmental agreement? Arguably, while such a
position is sustainable from a lex mercatoria contract law
based perspective, it is significantly less persuasive when
approached from a public international law angle.
Human rights and international trade law. “Through the
transfer between contexts the meaning of norms becomes
contested as differently socialized actors apply them. The
analytical challenge is to provide a methodological link
between these practices” (Wiener 2003:1).?® Expanding
the definition of the subjects of international law requires
overcoming the analytical challenge—a task that has char-
acterized the discourse on human rights law, but only mar-
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ginally the discussion of the re-definition of the subjects
of public international law in an economic context. In the
debate between Philip Alston and Ernst-Ulrich Peters-
mann, the latter maintains that his “proposals for empow-
ering individuals” pursue the same human rights values as
Alton’s through decentralized and more complex “market
governance mechanisms which treat citizens as legal sub-
jects rather than mere objects” (Petersmann 2002:8). In
contrast to mainstream discourse, the political is distin-
guished from the economic, social and cultural spheres of
human rights. Petersmann emphasizes the “mutual syner-
gies between economic integration law, human rights and
social welfare” because “[e]conomic welfare depends on
constitutional guarantees for the division of labour, sav-
ings, investments and trade among individuals and on the
protection of human rights” (Petersmann 2002:6).

A “social market economy” hinges on reconciling lib-
eral and social values through legislative protection, where
international economic law includes procedural rights in
addition to substantive rights. This would require one to
“suggest [interpret] national and international guarantees
of freedom, nondiscrimination, rule of law and social jus-
tice (e.g., in the Bretton Woods and WTO agreements)
in a mutually coherent manner as empowering citizens,
obliging governments and reinforcing individual rights
(e.g., to ‘negative’ as well as ‘positive freedoms, non-dis-
crimination and individual access to courts)” (Peters-
mann 2002:3). In other words, against the backdrop of
Petersmann’s argument, the innovation of Chapter 11
might be viewed as a first step towards the enfranchise-
ment in international law of the individual legal person
in their capacity as an investor and beyond—encompass-
ing all economic matters. If and when the human rights
debate extends beyond the intellectual backroom and is
positioned in the political forefront, the extension of the
definition of the subjects of international law embarked
upon in Chapter 11 may well prove not just innovative but
revolutionary indeed.

Chapter 11 developments ten years later. Recurrent calls
for increased public access to the process of negotiation
and implementation of NAFTA effected a minor drift in
this direction when almost ten years after its entry into
force, governments have begun paying attention. Both
Canada and the United States are now committed to hav-
ing their hearings in public (provided the arbitrating in-
vestor agrees). The NAFTA Free Trade Commission took
the unprecedented initiative of issuing a joint interpretive
statement designed to clarify key aspects of its dispute
resolution mechanism for the purpose of future arbitra-
tions. The October 2003 statement promised that the par-

ties would take greater steps to share documents filed in
connection with Chapter 11 proceedings with members
of the public and other levels of government, in the hope
of alleviating fears and concerns created by the procedure
(Tollefson 2002:186). The Commission’s decisions have
led to the establishment of a procedure for amicus briefs
submissions,” and have also paid attention to the separate
concerns of the private sector (private party-to-private
party) by accepting the recommendation of the NAFTA
Advisory Committee on Private Commercial Disputes and
calling for a harmonized legal framework for the resolution
of private commercial disputes (Government of the United
States 2003a). All of this, however, still leaves the core
element of the NAFTA investor-State dispute resolution
formula (i.e. privileged extension of the definition of the
subjects of international law and privity of contract) intact.

The implications of Chapter 11
for international law

The reach of Chapter 11’s innovations extends beyond
international trade, commerce and investment, or labour
interests and environmental concerns. It further ampli-
fies earlier changes in human rights law that have been
modifying the architecture of international law, and in
particular the distinction in international law between
public and private disputes. Comparing trade and invest-
ment liberalization in NAFTA with that under the agree-
ments of the WTO or the European Union (EU) illustrates
the magnitude of this evolution. WTO members have not
reached agreement about negotiations on investment, and
the DSU governs only State-State disputes.

However, the European Court of Justice (ECJ]) has
carved out an approach for the EU that reconciles fea-
tures of both international and national law. It chose to
follow the classical theory of representative democracy
and to apply it as a standard measure to secure adher-
ence by EU institutions to democratic principles.*® Most
EC]J cases reflect jurisprudential attention to questions of
institutional balance within the EU, and provide lessons
to be learnt with regard to the “osmosis” (Ninatti 2003)
permeating the EU’s regional and national levels. It is
widely accepted that the ECJ’s deliberations have affected
the conceptualization of the EU as a regional integration
area, a proposition that is foreign to NAFTA’s adjudicative
process simply because NAFTA lacks the relevant institu-
tions. Consequently, although it has served as a model
for providing investment-related ADR mechanisms, the
course that international trade and investment law has
taken in the 1990s, and which has been influenced by the
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innovations introduced in NAFTA’s Chapter 11, reflects
an only partly conceptualized approach. The investment
aspect of lex mercatoria has not yet been integrated within
the theory of international law.

It has been inferred in defence of Chapter 11 that—
similar to lex mercatoria at large—it represents the evo-
lutionary process of law (Berger 1996; Cutler 2003).
Moreover, “the investment law now emerging is that the
process of norm development is no longer an exclusively
intergovernmental project. Rather, it deploys the legal
procedures developed in the largely privatised systems of
commercial arbitration and itself mediates between the
traditional inter-governmental character, and the new pri-
vatised character, of investment arbitration, with ‘legal
entrepreneurs’ providing impetus and dynamics” (Waelde
2004b:478).

Some advance this argument as grounds to embracing
the change: “we are not straying into the unknown, but
rather are correcting the aberration manifested in the
nationalization of international economic and business
law during the nineteenth century ... we are merely re-
turning to our roots ...” (Jan Dalhuisen cited in Waelde
2004b:478). However, one must question whether in the
context of a globalized twenty-first century environment,
such an approach remains applicable to an increasingly
complex sociopolitical post-modern order. Arbitration,
which is the hallmark of the Chapter 11 investor-State
provisions, is, according to Michael Reisman in fact, “a
delegated and restricted power to make certain types of
decisions in certain prescribed ways. Any restricted dele-
gation of power must have some system of control. ...
Controls are necessary not only for efficient operation.
Effective controls are the only assurance of limited govern-
ment. In this sense controls are a sine qua non of liberty”
(Reisman 1992:1). How does this assertion apply to trade
liberalization that empowers the investor? Is the limitation
on government as emerging from Chapter 11 contribut-
ing to control?

In Chapter 11, the issue of control relates to the desig-
nation of arbitration as a mode of dispute settlement in-
volving two different types of subject of international law,
the State and the investor. To fulfil its purpose, control
must address the core characteristics of the subject of
control. As mentioned above, in the EU, European in-
stitutions (specifically the European Parliament) are the
beneficiaries of the ECJ’s judgments, and the context for
the Court’s interpretation is designed to assure a demo-
cratic balance within the regional institutional system. In
NAFTA, where delegated representation remains at the
level of the national parliaments of the members and there
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is no regional NAFTA body to counter-balance the execu-
tive, control will remain elusive. Chapter 11 provisions
that have expanded the definition of the subjects of inter-
national law to include only certain (not all) actors in the
market place (i.e. the investor), are insufficient to secure
against unlimited control by the economically powerful. It
rewards the powerful corporate investor, but leaves other
actors outside the scope of protection (Gal-Or 1998a,
1998b, 2002). This has been recognized in the debate re-
garding public goods—of which the State has traditionally
been the guardian. According to Michael Hart and Wil-
liam Dymond quoted in Alan Alexandroft:’
choice. One option is to retreat from obligations governing
the treatment of foreign investors and investments. ... A
better choice would be to extend rights of private access
beyond investment issues to encompass the full range of
international economic exchanges and to expand access to
those rights to their own citizens, corporate or otherwise”
(Alexandroff 2004:469).

Chapter 11 fails to satisfy the control requirement for
yet another reason: it overlooks the central role played
by privity of contract in the very mechanism of arbitra-

1 <«

States face a

tion. It transposes “arbitration rules [that] were created
to remove investment disputes from the heated political
arena of state-to-state controversy to the cooler ... tribu-
nal” (Laird 2001:225) and places them within the arena
of investor/private party-to-State disputes, but with an
unclear legal or political grounding. The conversion of
a private contract law-based principle into a treaty law
context has not been thought through adequately. From a
political perspective, State-private party relations involve a
set of implications different from those arising in a State-
to-State relationship. Consequently, from a legal point of
view, Chapter 11 contributes to self-contradictory norm
development (regarding investor-State disputes)—which
applies not only at the point of initiation of the arbitra-
tion procedure but also at the stage of judicial review of
an arbitral award.* For instance, clearly the argument
that investor-State arbitration under NAFTA is invalid
becomes irrelevant in the context of Chapter 11 because
“none of the bases for invalidity common in the com-
mercial arbitration context, such as coercion, fraud, lack
of identity of the parties, and so forth, can apply where
arbitration is ‘without privity’ ...” (Jan Paulsson cited in
Rubins 2004:363).

The insights gained in the EU may provide guidance for
NAFTA signatories as well as the drafters of the FTAA,*
particularly because of the role played by the adjudication
process in the transformation of norms. As observed in the
EU, it is significant that “often, jurisprudential affirmations
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appear to prefigure those normative reforms to which the
treaties have conformed throughout the history of Euro-
pean integration” (Ninatti 2003:5). The ECJ has become
“a privileged interlocutor, a concrete starting point for
understanding the affirmation of democratic principle in
European integration” (Ninatti 2003:5), even a “privileged
‘political’ agent” (Ninatti 2003:5). To be sure, it is reason-
able to expect that the adjudication process within NAFTA
may yield a similar influence. This is all the more import-
ant when considering the role that the national courts
of NAFTA signatories may play in recognizing foreign
arbitral awards.

The national court as an agent in mediating
the impact of Chapter 11: Canadian examples

Which institution plays the role of “privileged political
agent” with regard to the NAFTA area? Arguably, by an-
alogy, the international-national law “osmosis” propos-
ition may also be valid with regard to NAFTA. In such a
case, the osmosis will be effected through a combination
of NAFTA arbitration panels of the one hand, and United
States, Canadian and Mexican national courts on the
other, which, through judicial review, would be perform-
ing a role similar to that of the ECJ. The Canadian example
serves to illustrate this proposition.”* Not surprisingly, and
in contradistinction to the ECJ, the Canadian court has
adopted a deferential attitude to international adjudica-
tion. The literature on the role of judges in the domestic
internalization of international law, and the jurisprudence
regarding the implementation of international law by
Canadian administrative tribunals, is relevant here.?®
For instance, the part of the decision in Baker (Baker v.
Canada 1999) discussing the Court’s method of interpreta-
tion to determine whether to incorporate international
legal norms in domestic law is illustrative of a relatively
new trend in Canadian courts. The question raised in
Baker was whether to substitute the teleological interpreta-
tion of laws, which was based on legislative intent and
historical origins, with a more engulfing contextual (“non-
originalist”) and persuasive approach. Shifting to the latter,
the Court endorsed a broad construction, undertaking to
consider all national indicators that could suggest approval
of international conventional law (Houle 2003:4). Accord-
ing to this approach, interpretation depends not only on
the literal text of the international norm, but equally in-
corporates both axiological and empirical contexts of the
norm (Houle 2003:7).* The implications are significant.
Since Baker, a judge may no longer be required to examine
the conformity of national and international law, for a

simple ascertainment of compatibility will suffice; and in
the absence of conflict between international and national
laws, the judge will remain free to give effect to the former
in the latter’s laws (Houle 2003:7).

Another example of the deferential approach to inter-
national law is the Metalclad decision®” (Government of
Canada 2001). Mexico, supported by the Intervener At-
torney General of Canada, urged the Court to review the
traditional judicial deferential approach to private com-
mercial arbitral awards. The grounds advanced by Mexico
were based on the principle of privity of contract, i.e. the
argument that Chapter 11 represented a departure from
that principle since the investor was not party to the treaty
within which the dispute originated. In this example, the
Court deferred to the NAFTA tribunal without clear ex-
planation (Rubins 2004:376).

Considering the Court’s positions in both cases—re-
garding the arguments challenging the transposition of
international within national law (Baker), or those con-
cerning the interference of private, within public, inter-
national law (Metalclad)—suggests that, in practice, the
Court prefers to follow, rather than “struggle” to resolve
complex issues arising in international law. Consequently,
it could be inferred that Canadian judicial deference to
international law might be signalling a tendency to go
beyond simple judicial reluctance to interfere with inter-
national law on a legal plane. The Court is seen to be con-
sidering political reasons as justifying the presumption of
conformity of international and domestic law even in the
absence of clear legislative intent (Houle 2003:9; Rubins
2004:379).

Scholars have also drawn attention to the role of the
Court in transforming domestic law as a by-product of the
Court’s interpretation of international law, particularly as
result of its deference to international commercial arbitra-
tion and the reverberations on domestic arbitration (Wat-
son Hamilton 2003). Party autonomy, which is corollary
to the legal principle of privity of contract, represents a
legal principle designed to “level the playing field” formal-
ly among disputing parties with different socio-political
traits. The parties are supposed to be of “relatively equal
bargaining strength” and “want to be free of national pro-
cedural and substantive law” (Watson Hamilton 2003:1).
This intent, however, is lost in the context of a globalized
world economy in which new and powerful non-State
actors (NSAs) participate in the process of intergovern-
mental rule making (i.e. treaty negotiations)* and have
been advocating a body of rules “free from the idiosyncrat-
ic differences that arise between national legal systems”
(Watson Hamilton 2003:3). Promoters of such “liberation”
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(mainly from the business sector) have advanced contrac-
tual theory as a means to secure the independence of the
arbitrator’s authority in conducting international com-
mercial arbitration as well as choosing the law governing
the contract. In practice, however, the irreconcilability of
the legal principle of party autonomy with the principle of
judicial scrutiny (court procedure) may entail situations in
which party autonomy (of economically unequal parties)
will conflict with the imperative of fairness.”

Jurisdictional theory, which challenges contractual
theory, represents the opposite extreme on the spectrum
of argumentation. It recognizes the State’s primacy as the
actor governing the arbitral procedure incorporated in
treaties. “The real authority of arbitration derives not from
the contract between the parties, but from the recognition
accorded by the state” upon which the enforcement of
arbitration awards depends (Watson Hamilton 2003:5).%
The enforcement itself, or the extent of enforcement, is
subject to the state’s interest in the fairness and uniformity
of law and order (Watson Hamilton 2003). Sensitive to this
dissonance, promoters of international ADR have been
increasingly equating an arbitrator’s to a judge’s status,
amongst others, by considering for settlement via arbitra-
tion issues previously considered as not being subject to
arbitration (Watson Hamilton 2003).

The compromise struck by the Uniform Law Confer-
ence of Canada of 1990 in the Uniform Arbitration Act
represents a mix of contractual and jurisdictional theor-
ies," suggesting a degree of (belated) alignment of Canad-
ian courts’ with United States’ courts’ deferential attitude
towards arbitration (Watson Hamilton 2003). Interest-
ingly, statutory reform in New Zealand and the United
Kingdom have circumscribed the reach of contractual
theory where a contract was dictated by a more powerful
party (Watson Hamilton 2003:55).** These precedents may
create reverberations throughout the international trade
and commercial legal regime, both with regard to State-
to-State disputes involving states of unequal economic
power, as well as Chapter 11 type State-to-private party
disagreements.

In conclusion, the NAFTA Free Trade Commission
and the legal profession have been sensitive to the need
for further fine-tuning. The Commission has felt uneasi-
ness with regard to the absence of privity of contract and
the fact that, as investors were not party to the treaty, the
parties’ federal governments were torn between irrecon-
cilable commitments at the international versus national
levels. Other issues of concern have emerged from the
definitional shortcomings of Chapter 11, for instance,
when shareholders were considered as being investors;
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fault with an arbitral tribunal’s scope of jurisdiction where
arbitrators applied excessively generous interpretations of
the substantive rights provided under NAFTA; problems
with the reconciliation of arbitral law with international
law, particularly in cases in which, according to NAFTA, a
party to a dispute that had unsuccessfully applied a treaty
remedy was blocked from having recourse to domestic
remedies “even though the full exhaustion of remedies
(without order of priority) is a principle of international
law (Cowpler 2002).* Finally, governments have come to
realize the high financial costs of arbitrating Chapter 11
disputes (particularly when appealing the tribunal award
in a party’s domestic court) and consequently undertook
to reduce the number of claims. This is, however, a double-
edged sword because it may either encourage improve-
ments to Chapter 11 ADR mechanisms or, alternatively,
lead to a reluctance to challenge NAFTA arbitral awards.

The institutionalization of the NAFTA investor-
state ADR mechanism through the FTAA

The previous section discussed the impact of the NAFTA
investor-State ADR mechanism on public international
law. It pointed out the two innovations in investment
law ADR—the expansion of the definition of subjects of
international law, and the problem of reconciling the ADR
requirement of privity of contract with a treaty frame-
work that enfranchises non-parties. It showed that NAFTA
provisions have been a major force in popularizing these
innovations, its model being embraced in many BITs
as well as bilateral (and even some regional) FTAs. The
article now turns to a discussion of the incorporation of
the NAFTA investor-State ADR mechanism in the draft
FTAA. It is argued that if this treaty is signed and ratified,
it will represent the completion of an institutionalization
process of new norms in international law, a process re-
flected in NAFTA, that in turn became a catalyst for its
further development.

At the occasion of NAFTA’ tenth anniversary celebra-
tion, the three member countries’ trade ministers declared:
“The FTAA will build on the existing free trade agree-
ments and on expanding the links that the NAFTA coun-
tries have elsewhere in the hemisphere, allowing them
to take full advantage of emerging hemispheric markets”
(Government of the United States 2003a:6). Indeed, a cur-
sory review suffices to show that the FTAA dispute reso-
lution provisions have been drafted based upon both the
WTO and NAFTA models. Some criticisms of NAFTA’s
Chapter 11 have been addressed by the FTAA drafters,
who have refined several relevant terms. These concerns
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were raised, among others, in the Canadian multistake-
holder consultations, where participants expressed doubts
concerning selected NAFTA Chapter 11 provisions. For
instance, participants were troubled by the fact that Chap-
ter 11 includes everything unless excluded, and favours
a bottom-up approach; that no investor obligations are
attached to the already granted rights; and the fact that
individuals who do not fall within the investor definition,
are, in this agreement, legally inferior to investors. The dis-
cussion on the dispute settlement mechanism weighed the
right of direct corporate access to arbitration against ac-
cess administered through government representation (i.e.
contract theory vs. jurisdictional theory) and considered
the issues of transparency and voice through amicus briefs.
The composition of tribunals and the choice of panellists
were also discussed (Government of Canada 2003a). The
analysis begins with a review of the provisions of the draft
FTAA Investment Chapter that incorporate these (and
other) criticisms, and then juxtaposes them with those
provisions that remain unchanged.*

Chapter 17 Section C Procedures and Institutions is
an overall statement (re-iterated throughout the Chapter)
designed to secure business interests and simultaneously
reassure civil society. For instance, several articles address
civil society’s relentless demand for transparency. Section
C.1. Article 21. Transparency provides: “.. 21.1. Each
Party shall ensure that its laws, regulations, administra-
tive practices and procedures of general application, and
adjudicatory decisions, that affect or pertain to covered in-
vestments or investors are promptly published or otherwise
made publicly available. Where a Party establishes policies
that affect or pertain to covered investments or investors,
which are not expressed in laws or regulations or by other
means listed in this paragraph, that Party shall promptly
publish them or otherwise make them publicly available”
(FTAA 2003:29, emphasis added).*

Non-bracketed Section C.2.b. Dispute Settlement be-
tween a Party and an Investor of Another Party Article 30
Transparency of Arbitral Proceedings states that:

1. 30.2. The tribunal shall conduct hearings open
to the public and shall determine, in consulta-
tion with the disputing parties, the appropriate
logistical arrangements. However, any disputing
party that intends to use information designated
as protected information in a hearing shall so
advise the tribunal. The tribunal shall make ap-
propriate arrangements to protect the informa-
tion from disclosure.

2. 30.3. Nothing in this Section requires a re-
spondent todisclose protected information or
to furnish or allow access to information that
it may withhold in accordance with Article XX
(Essential Security) or Article XX (Disclosure
of Information) of Chapter XX (Exceptions)
(FTAA 2003:53-54, emphasis added).

Transparency in arbitration hearings is addressed in
Subsection C.2b. Article 50. Public Access to Hearings
and Documents, which reads: “50.1. Hearings held under
this Section shall be open to the public” (FTAA 2003:48).
Some degree of standing for the affected non-Party is pro-
vided in Article 51 Non-Party Participation stipulating
that: “51.1. A Tribunal may grant leave to a non-Party
petitioner fo file a written submission. In making this de-
cision, the Tribunal shall consider, inter alia, whether: a)
there is a public interest in the arbitration; b) the petitioner
has a substantial interest in the arbitration ...; and c) the
non-Party’s submission would assist the Tribunal in the de-
termination of a factual or legal issue related to the arbitra-
tion by bringing a perspective, particular knowledge or
insight that is different from that of the disputing parties”
(FTAA 2003:48, emphasis added).

Progress has been made with regard to the issues of
public goods, sovereignty and sub-level government
jurisdiction. Subsection C.2. Dispute Settlement Article
22. Dispute Settlement reads: “22.2. Disputes that arise
as a result of direct or indirect governmental administra-
tive decisions of a regulatory or enforcement nature shall
not be subject to the dispute settlement provisions of this
Agreement, provided that such decisions are consistent
with the legislation of the respective Party and with Arti-
cles 4 (National Treatment) and 5 (Most-Favored-Nation
Treatment)” (FTAA 2003:29, emphasis added).

Securing the competence, impartiality, and independ-
ence of arbitrators are issues addressed in Subsection
C.2.b. Article 32. Arbitrators requiring that: “32.2. Arbi-
trators shall: a) have expertise or experience in law, inter-
national trade, other matters covered by this Section, or
the resolution of disputes arising under international trade
agreements; b) be independent of, and not be affiliated
with or take instructions from, any Party or disputing
party; and ¢) comply with the Code of Conduct for Dis-
pute Settlement procedures (Annex XX of Chapter XX
(Dispute Settlement))” (FTAA 2003:38).%

Based on the above, promoters of a social-justice and
public-good” oriented FTAA may see the outcome so far
as giving reason for optimism. The shift effected by way
of “amending the NAFTA in the FTAA” may suggest that
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consultations (and civil society’s public protest) have born
positive results. Also, while this may signal willingness on
behalf of the drafters to respond to trade-and-investment
related concerns, the modifications remain incomplete.
The core problem identified above in the development of
international trade and investment law and related dispute
settlement—namely the expansion of the definition of
subject of international law and arbitration without priv-
ity—have yet to be acknowledged. The NAFTA “status
quo” is overshadowing the corrective FTAA drafting ac-
complishments as several major concerns have not yet
been addressed. They include, for instance, the direct ac-
cess of an investor to the dispute resolution process to the
exclusion of any other private or public (sub-government
level) party. Section A General Aspects Articlel Defin-
itions states that: “disputing investor means an investor
who makes a claim under [Subsection C.2.b. (Dispute
Settlement between a Party and an Investor of Another
Party) of this Chapter]:] (FTAA Draft 3:8) and “[disput-
ing party means [either the claimant or the respondent]
[the disputing investor and the disputing Party]” (FTAA
2003:8).

Having adopted the NAFTA innovation of extend-
ing the definition of the subjects of international law,
Chapter 17 of the FTAA does not move towards a further
(equalization) expansion of the definition to include other
private (or public) actors in addition to the investor.*® In
fact, the drafters distinguish between trade and commerce,
i.e. the public and private economic spheres as they draw
attention (in another dispute resolution chapter) to the
settlement of private-to-private disputes, which are con-
sidered no less important to the promotion of free trade
than settlement of investor-State and State-to-State dis-
putes.” They recommend assisting private parties in set-
tling their disputes through mechanisms similar to those
governing State-to-State disputes. Article 47 Alternative
Dispute Resolution between Private Parties in Chapter 23
encourages the parties as follows:

1. 47.1. Each Party shall, to the maximum extent
possible, encourage and facilitate the use of arbi-
tration and other means of alternative dispute
resolution for the settlement of international
commercial disputes between private parties.

2. 47.2. To this end, each Party shall provide for
appropriate procedures to ensure observance of
[international arbitration conventions] [agree-
ments to arbitrate] [that have been ratified]
and the recognition and enforcement of arbi-
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tral awards granted in those disputes. [A Party
shall be deemed to be in compliance with this
paragraph if it is party to [and is in compliance
with] [the 1958 United Nations Convention on
the Recognition and Enforcement of Foreign
Arbitral Awards] [or the 1975 Inter-American
Convention on International Commercial Arbi-
tration].]

3. 47.3.'The Parties may establish an Advisory Com-
mittee on Private Commercial Disputes, compris-
ing persons with expertise or experience in the
resolution of international private commercial
disputes. The Committee shall present reports
and recommendations of a general nature re-
specting the availability, use and effectiveness of
arbitration and other procedures for the resolu-
tion of these disputes in the FTAA. (FTAA 2003:
Chapter 23, emphasis added).

The emphasis on commercial (not trade) relations was
reiterated at the January 2004 Monterrey Special Summit of
the Americas, when the leaders of the Americas addressed
the disparity between large corporations versus small and
medium-sized enterprises (SMEs). They endorsed the
granting of financial assistance to SMEs (Government of
the United States 2004b) and the development of various
regulations in support of SMEs. For instance, in a move
towards promoting a business friendly environment, the
United States suggested to strengthen and enforce in-
dividual property rights at the national level.”® It called
on the American States to establish effective property
rights systems and proposed to facilitate remittances to
Latin America by streamlining transactions costs (Official
Agenda 2004:4). Also, in a bid to encourage job creation
in Latin America, the United States suggested to remove
roadblocks to starting new business, including impedi-
ments to good governance, by declaring anti-corruption as
a top target because “[o]nly 25 percent to Latinbarometro’s
2002 survey] expressed confidence in their government
or judiciary, the lowest level in six years” (Government of
the United States 2004a:5, emphasis added). The United
States proposal did not include suggestions for the set-
ting up of institutional means to overcoming barriers to
justice. It is also regrettable that the leaders at Monterrey
did not address the possibility of developing additional
(less expensive) ADR mechanisms designed to facilitate
access by SMEs.

The NAFTA status quo is reflected in the FTAA also
regarding the issue of “privity of contract” The formula
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of “arbitration without privity” reminds of the small let-
ters section within standard contracts, a practice that has
been source of discontent in debates on the common
law of contracts. Similar to the NAFTA provisions, the
investor is invited to accept or reject the FTAA ADR for-
mula. However, rejection of the only available procedure
shuts the door on any truly negotiated option.”* The sole
alternative to “arbitration without privity” is recourse to
the parties’ national courts, the distrust of which has led to
the adoption of ADR in the first place. Loyal to the NAFTA
status quo, FTAA Chapter 17 (Subsection C.2.b Dispute
Settlement between a Party and an Investor of Another
Party, Article 30. Conditions Precedent to Submission of
a Claim* [sic] to Arbitration) stipulates:

30.1. A disputing investor may submit a claim [on
its own behalf] to arbitration [under this Sec-
tion] [under Article 26.1 and 26.2 (Claim by
an Investor of a Party on Its Own Behalf or on
Behalf of an Enterprise) only if: a) the investor
consents to arbitration in accordance with the
procedures set out in [this Section] [this Agree-
ment] (FTAA, 2003, p. 35, emphasis added).
The article continues: b) ... Accordingly, once
the investor or the enterprise has submitted its
claim to an arbitration procedure under this
Section, the choice of such a procedure shall be
final, precluding the possibility of submitting the
claim to the competent national court of the
disputing Party or to other dispute settlement
procedures, without prejudice to the exceptions
set out above with respect to preventive meas-
ures and administrative remedies.... (FTAA,
2003:35, emphasis added).

Article 30.2 repeats:

30.2. A disputing investor may submit a claim [,
on behalf of an enterprise] [under this Section,]
[under Article 26.3, 26.4, 26.5 and 26.6 (Claim
by an Investor of a Party on Its Own Behalf or
on Behalf of an Enterprise)] to arbitration only
if both the investor and the enterprise: a) consent
to arbitration in accordance with the procedures
set out [in this Section] [in this Agreement; and
b) waive their right to initiate[or continue] any
proceedings [before a competent national court
under the law of the disputing Party, or other
dispute settlement procedures with respect to
the measure of the disputing Party that is al-

leged to be a breach of the provisions of Article
26.1 and 26.2 ... Accordingly, once the investor
or the enterprise has submitted its claim to an
arbitration procedure under this Section, the
choice of such a procedure shall be final, pre-
cluding the possibility of submitting the claim
to the competent national court of the disput-
ing Party or to other dispute settlement pro-
cedures, without prejudice to the exceptions set
out above with respect to preventive measures
and administrative remedies]) (FTAA 2003:35,
emphasis added).

Arbitration without privity is reinforced in
Subsection C.2.b. Dispute Settlement between
a Party and an Investor ofAnother Party Article
31. Consent to Arbitration where the stipulation
reads: “31.1. Each Party consents to the submis-
sion of a claim ... to arbitration in accordance
with the procedures [and requirements] set out
[in this Chapter] [in this Agreement] [in this
Section]” (FTAA 2003:36).

Conclusion

This article has highlighted two developments in inter-
national public law that are flowing from the blurring of
the boundaries between private international commercial
law and public international trade law. Resulting in the
adoption of private law ADR mechanisms within public
international law, two legal principles have been affected.
One principle provides that only the State is a subject of
international law with right of standing in disputes arising
under intergovernmental accords. The other reflects the
rationale underlying ADR, namely that to be fair ADR
must apply exclusively where the terms of the dispute reso-
lution mechanism are adopted by mutual and free consent.
NAFTA Chapter 11 challenges both these principles; many
BITs have adopted the NAFTA model; and it is possible
that the FTAA could follow suit. Consequently, NAFTA
Chapter 11 would emerge as a path-breaking development
with revolutionary implications. This is a matter of great
concern because these changes to the above mentioned
doctrines and traditions are being institutionalized with-
out paying attention to the ensuing inconsistencies created
within international law.

While the incorporation of ADR within international
trade law is salutary, such a development must be con-
ditioned on a thorough, consistent and teleological as-
sessment of the implications for international law. This
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calls for (a) a head-on debate of the re-definition of the
subjects of international law;, and (b) an examination of the
rationale underlying the extended (private-public) version
of the ADR option in international law. While NAFTA
critics have contributed to a comparatively “kinder” draft
FTAA, the core issues raised by NAFTA in these respects
have not yet been addressed. In these debates, it is advis-
able to be mindful of the economic, political, social, and
cultural characteristics of the North American as well
as Latin American regions. Although comparisons of
NAFTA with the EU abound,” trade and investment are
still perceived differently on both sides of the Atlantic. The
creation of such institutions as the European Court of First
Instance or the ECJ may be inappropriate for NAFTA or
the FTAA, but this should not overshadow other possibil-
ities for improving access to justice. For instance, FTAA
drafters might consider setting up FTAA administrative
tribunals and small claims courts open to any citizen of
the contracting parties (Gal-Or 2002e). As the issue of
justice becomes increasingly regulated within the frame-
work of both NAFTA and the FTAA, an overhauling of the
ADR mechanisms to bridge the divide between trade and
commerce, i.e. between public and private international
law, is imperative. The evolution of trade and investment
law must go beyond the resurrection and revision of lex
mercatoria traditions and respond to twenty-first century
socio-economic realities and needs with imagination.

Notes

1 This paper has been previously published in the Trans-
national Corporations, vol 14, no 2, August 2005 (Www.
unctad.org/TNC).

2 The State inviting investment also has interests that are
reflected in this set of rules. This article focuses on the
rules that serve the interests of the investor and, to the
extent that the interests diverge, does not discuss the
issue from the State’s perspective.

3  Theauthor is indebted to an anonymous referee for this
formulation.

In which private actors do not have standing.

5 Throughout, the article refers to the third draft FTAA.
Although declared “dead” by many commentators, the
recent endorsement of the NAFTA by the American
National Association of Manufacturers (NAM) and
Brazil’s Federation of the Industries of the State of Sao
Paulo, which just signed a memorandum of agreement
reiterating support for the FTAA (NAM 2005), and the
2004 reaffirmation by the heads of State of Canada and
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Brazil of their commitment to the FTAA (Government
of Canada 2005) tend to suggest otherwise. The FTAA
may, however, take the shape of a de facto web of FTAs
linking various States together in a “spaghetti bowl”
mix of treaty provisions rather than one detailed and
explicit regional treaty framework.

The State is to be distinguished from other international
actors, e.g. non-governmental organizations (NGOs).
These enjoy a new legal status in international law as
participants in the process of international law adjudica-
tion and making, however not as subjects of law equal
in legal status to the State. See WTO (1998).

This may differ from domestic law where arbitration has
been legislated as a means to resolve disputes concerning
the public good (e.g. in disputes between labour unions
and employers) or where government guarantees, as-
surances or certification are involved (e.g. insurance,
construction) and regarding administrative law at large.
It would represent the world’s largest free trade area.
Which serves an example for the implications of Chapter
11 for domestic law.

Among the various ADR tools are facilitation, consulta-
tion, negotiation, mediation and arbitration and various
combinations thereof.

For example, in cases of nationalization of private oil
companies in the Middle East.

“Commercial” denotes private-to-private and State-
to-private business relationships, while “trade” infers
State-to-State commerce.

For example, in the settlement of intellectual property
rights disputes (Hertz 1997). Its weakness was related,
among other things, to its lack of power to enforce judg-
ments.

And the domestic adjudicative sphere wherein it de-
veloped rapidly in the post-World War II era.

Note that, even within NAFTA, ADR remains partly
dependent on the judiciary (e.g. for the enforcement of
arbitral awards or mediated settlement agreements, or
where the impartiality of an arbitrator is at stake).
Bryan Garth is past President of the American Bar As-
sociation.

While some investment agreements predate NAFTA,
most of today’s BITs and FTAs, which include invest-
ment provisions, were signed after, and were predis-
posed to follow in the path of NAFTA. This gives an
additional reason to consider NAFTA’s Chapter 11 as
the banner for new international trade agreements.
UNCTAD documents the existence of over 2,000 BITs
by 2005, of which 1,800 were concluded concurrently
with/or after NAFTA, many of them between developed-



20

21

22

23

24

25

26

NOTES TO CHAPTER 11

developing and developing-developing countries.
Between 1994 and 2005, Canada alone has signed over
two dozen (Alexandroff 2004; Waelde 2004b). To be
sure, ICSID was established in 1966 precisely to regu-
late disputes between a State and a private party. These
investments, however, were largely of a “concession”
type contract designed to address investment risks in a
cold war climate (Waelde 2004a). Moreover, “it is rec-
ognized that international law enforced by investment
arbitration tribunals can not become a supranational
legal system for the infinite number of government
procurement and other contract disputes just because
foreign operators are involved;” and the footnote to this
statement adds that “[t]his theme is repeated in many
recentarbitral awards ..., but is rarely thought through:
Formally, investment arbitral tribunals are never supra-
national appeals body [sic], but from a more material
perspective, they provide—as appeals do—a recourse
to judicial decision-making when the domestic option
either appears non-appealing or in some cases when
the domestic recourse has failed to satisfy the aggrieved
investor” (Waelde 2004a).

In large measure due to the enlarged scope of the pos-
sibilities open to an investor seeking recourse, which
have turned the legal protection of the investor into a
double-edged sword—protective shield but also sword
(IISD and WWF 2001).

The USCFTA is the first comprehensive free trade agree-
ment between the United States and a South American
country.

“Since the adoption of the high-profile NAFTA, many
of these uses are now directed at blocking or seeking
compensation from government measures designed to
protect the environment or public welfare in other areas,
but which impact upon an investor’s interests” (Mann,
et al. 2004:1).

This has been noted by experts on human rights; see the
discussion by Alvarez (2004). More generally, on the
expansion of the definition of subjects of international
law, see Petersmann (2002) and Rights and Democracy
and ICCLRC]JP (2000).

More than any other similar provision (e.g. Article 26
of the European Energy Charter 1991).

Even in matters of human rights (the most progres-
sive development to date is the International Criminal
Court), the party against which a natural or corporate
legal person may submit a petition, is a natural person,
not a State (IISD and WWF 2001).

See Waelde (2004a).
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After all, distrust of the local justice system in a host
country formed one of the original reasons to incorpor-
ate ADR provisions in investment agreements.
Boehmler (2004) provides an interesting philosophical
contribution to the analysis of the issue.

Representing a reinforcement of the WTO Shrimp
decision. The NAFTA’s three trade ministers agreed
“on measures to further improve the transparency and
efficiency of Chapter 11 (Investment) dispute settlement
process, including guidelines for submissions from non-
disputing parties and a standardized Notice of Intent
Form” (Government of Canada 2003b:1).

Accordance with democratic principles is also a guiding
tenet of NAFTA.

See also Rubins (2004) and IISD and WWF (2001:19-
20).

Under UNCITRAL, which is referred to by NAFTA
(Rubins 2004).

Although NAFTA and (a possible future) FTA A are both
free trade agreements and do not establish a common
market.

This article discusses only a limited number of ex-
amples to show the reach of arbitral decisions under the
“evolving law” of Chapter 11 as they reverberate within
international law and affect domestic law.

Although only one example addresses trade and inter-
national commerce directly, the insights from the litera-
ture and jurisprudence are suggestive of an overall trend
relevant also to international trade and commerce law.
It should be noted that Baker applies to the incorpora-
tion of international law through an administrative
agency based on the latter’s discretion and pro-active
orientation. Nevertheless, it is argued here that this
signals a general pattern regarding the incorporation
of international law within national law, particularly in
the absence of unequivocal decisions to the contrary in
non-administrative issues.

A NAFTA Chapter 11 appeal heard by the Supreme
Court of British Columbia, Canada. See also Rubins
(2004:375-380).

On thisissue, see for example, Angela Banks (2003): “Not
only are non-state actors instrumental in generating soft
law, but they can also be influential in accelerating the
political process to motivate states to create hard law,
... through lobbying efforts, informational campaigns,
and coordinating action among various organizations
and segments of society” (Banks 2003:295).

See also Gal-Or (2004, 2005).
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Jurisdictional theory is concerned more with the status
of the subject of international law and less, if at all, with
privity of contract.

The three relevant conflicting principles are: fairness or
equality of treatment (reflecting jurisdictional theory);
and control by the parties and efficiency (both reflecting
contractual theory) (Watson Hamilton 2003:8).

The fact that investors can avail themselves of Chapter
11 only by accepting it “as is” is an example of a con-
tract dictated by a powerful party (the State). Critics
would probably argue that the State negotiated and
drafted the agreement under the influence of investors
(transnational corporations) and therefore is not more
powerful than the investor.

Geoff Cowpler acted as counsel for the Metalclad Cor-
poration in Metalclad. Note that the ADR mechanism
writ large provides for a succession of what has lately
been referred to as “amicable dispute resolution” (ex-
cluding arbitration, ADR Rules 4 (ICC 2001)) whereby
consultation and negotiations are in most cases pre-
requisites to arbitration. Some BITs require the prior
exhaustion of recourse to local courts (SICE 2001:18).
The FTA A refinement of investor-State ADR provisions
coincides with recent steps undertaken in the United
States to reconcile social justice issues with trade and
investment relations. For instance, the United States-
Jordan FTA represents the first FTA to which the United
States is a Party that incorporates labour and environ-
mental provisions within its main text and, in addition,
provides a single dispute resolution mechanism for both
commercial and social issues (Hornbeck 2003).
Brackets represent pending negotiations regarding both
content and language and may also reflect complete re-
jection of the text by one or more negotiating parties.
Details on Annex XX were not available at the time of
writing of this article.

Including equality: concerns regarding the develop-
ment gap between rich and poor member States, and
the development constraints experienced by the smaller
(poorer) economies, have been accommodated in Sec-
tion C.2. Dispute Settlement Article 22.3. “Smaller
economies shall be allowed access to technical assist-
ance and an extended time period, where necessary, for
dealing with state-to-state and investor-state disputes”
(FTAA 2003:29). Subsection C.2.b. Dispute Settlement
between a Party and an Investor of Another Party 24.
2. Investor-state Disputes provides that ... [w]here an
investor of a large or developed economy is involved in a
dispute with a smaller economy State and the matter is
submitted to arbitration, at least half of the legal costs
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incurred by the State should be borne out of a Regional
Integration Fund” (FTA A 2003:30, emphasis added).
See Gal-Or (1998a, 1998Db, 2002, 2004) and de Mestral
(2005) regarding amendments to NAFTA’s Chapter 11
investor-state provisions.

See Dispute Settlement Chapter 23, which deals only
with State-to-State disputes.

See Petersmann (2001) regarding international indi-
vidual property rights, in the section on innovations
introduced in Chapter 11.

The legal ramifications (consistency in the law) of ap-
plying ADR in a manner contradictory to ADR’s own
teleology was discussed in the previous section.
Former United States Trade Representative Robert Zoel-
lick recognized that “[t]he extent of the New World’s
new influence will depend on the pace and scope of the
economic synthesis, similar to the way Europe’s Union
worked to combine visions with realities over time”
(Government of the United States 2003b, emphasis
added).

To be sure, the FTAA consultations have evidenced
increasing caution regarding concern over a possible
democratic deficit and attention to the EU’s influence.
In addressing the Americas’ (both hemispheres) com-
mitment to the Inter-American Democratic Charter and
its relation to the FTA A, it was noted that: “[a]greements
between countries in the Americas and the European
Union (EU) and its Member States offer other examples
of the application of ‘democracy clauses’ to trade and
democratic agreements. ... Since then EU practice has
evolved, and clauses establishing respect for human
rights and democratic principles as an ‘essential’ ele-
ment of the treaty relationship are standard in EU trade
and economic agreements. Such a clause is found in the
EU’s agreements with Mexico, Chile and MERCOSUR,
and in the Cotonou Agreement to which many Carib-
bean countries are party .... There will be many chal-
lenges in developing an appropriate way to give effect to
the relationship between the FTAA and the Charter....”
(Government of Canada 2003c:3-4).
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The Price to Maintain Canadian

Distinctiveness in North America

Daniel Cohn

Introduction

Committee on Foreign Affairs and International
Trade undertook a far ranging and in-depth study
of Canadass relations with the United States and Mexico.
Although the challenge posed to Canada by the post-Sep-
tember 11", 2001 American security environment was
one concern of the report, it was by no means the only
one. At a wider level, the study can be seen as asking four
questions: How much autonomy does Canada have in its
relations within North America and with the wider world
as a result of its situation in North America? How can that
autonomy be used? How should that autonomy be used?
And finally, what is that autonomy worth?! My thinking
in regard to these matters began with a brief that I submit-
ted to the Committee when called to be a witness during
their public hearings.? An underlying premise of both the
above mentioned briefing and this present work is that it is
indeed possible for countries that are closely integrated to
remain distinct in terms of social, cultural and economic
goals, to hold divergent attitudes towards the wider world
and to pursue public policies aimed at maintaining these
differences. To see what is possible, the reader needs look
no further than Québec and the many unique paths that
it has chosen to take even while it became increasingly
integrated with the rest of Canada,.
This paper begins by briefly summarizing Canada’s
position within North America. For the most part, Can-
ada is not directly experiencing globalization. The pro-

In 2001-2002 the House of Commons Standing

cess Canada is directly experiencing is best described as
regionalization.’ To date, North American regionalization
has been primarily driven by the decisions that Canad-
ians, Americans, and Mexicans have made to reduce the
role that democratically accountable institutions play in
determining the life chances and opportunities that we
each enjoy and to enhance the role played by capitalist
markets. That is often referred to as neo-liberalism.* I then
proceed to lay out an argument based on the concept of
a median consumer as to why Canada will inevitably and
increasingly be called on to choose when and where it is
worth paying the price to be different, given the state’s pre-
ferred policy paradigm of neo-liberalism and the region-
alization on North America which this policy paradigm
has sparked. Maintaining a distinct path might entail the
need for Canada to bear extra costs (not all of which are
necessarily monetary). Some groups never want the state
to accept the need to pay these costs, no matter how in-
significant they might be. Others believe it is essential to
maintain almost every difference, no matter how insignifi-
cant, at almost any cost. How can decision makers deter-
mine when it is worth paying the costs that being different
might entail? In partial answer to this question, the paper
proceeds to evaluate the different methodologies that have
been proposed for guiding decision makers when they are
required to evaluate competing policy options. Following
Vining and Boardman, these can roughly be described
as cost-benefit analysis, embedded cost-benefit analysis,
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efficiency analysis and finally, multi-goal analysis.” To be
up front, I should state one of my key beliefs in regard to
these matters. This belief is that the costs involved in being
different are often much smaller than usually assumed and
that properly constructed analyses of the options available
to decision makers would often help to reveal this.

I conclude by noting that whichever approach is taken,
a fundamental pre-requisite is accurate information about
Canada, Canadians, and the workings of Canadian social,
economiic, and political systems. In this sense, Canadian
Studies is becoming even more relevant to the well-being
of Canadians in this increasingly globalizing era, as it is
only through an appreciation of its outputs that sound
decisions can be made as to what differences make Canada
distinct and are consequently worth paying the price to
maintain.

Regionalization on Neo-liberal Terms,
Canada’s Choice

Writing about the difference between money and capital,
Engels observed that when the wealth under a person or
an organization’s control grows to a certain point, it takes
on characteristics, and exhibits impacts, very different
from those of smaller sums.® The process of globalization
seems to possess a similar nature. A number of trends that
have been going on since the end of the Second World
War have reached a point where their characteristics and
impacts are very different from those observed previously.
In academia there has been a cascade of books purporting
to be about, to describe, or take account of globalization
as more and more social researchers begin to perceive the
influence that this process is having on the phenomena
which they study. The impact of globalization on societies,
organizations, and individuals is seen by many research-
ers as being variable, depending on our location within
the different aspects of the world order.” Therefore, geo-
graphically and demographically specific studies, as well as
studies of how globalization is affecting different aspects of
life, are critically important to the development of a better
understanding of the process. An important distinction
is that between countries experiencing globalization and
those experiencing regionalization. Held et al. employ the
following definition of globalization: “A process (or set of
processes) which embodies a transformation in the spatial
organization of social relations and transactions - assessed
in terms of their extensity, intensity, velocity and impact
- generating transcontinental or interregional flows and
networks of activity, interaction, and the exercise of pow-
er”® If this definition is accepted, then it becomes clear
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that in many areas of daily life - and especially in the
area of the economy - Canada is not directly experien-
cing globalization. Rather, Canada is directly experiencing
another process which Held et al. define as regionaliza-
tion. “Regionalization can be denoted by a clustering of
transactions, flows, networks and interactions between
functional or geographical groupings of states or soci-
eties.... [I]t is crucial to signal that globalization is not
conceived here in opposition to more spatially delimited
processes but, on the contrary, as standing in a complex
and dynamic relationship with them.”

As Canadian economic activities are ever more closely
integrated into those of the Western hemisphere and those
of its core capitalist country, the United States, Canada ex-
periences globalization second hand. Canadians integrate
with the United States, and the United States reaches out
from the region to integrate with the world. That becomes
particularly clear when the statistics on direct foreign in-
vestment are considered. Although for a long time the
far away single largest owners of direct investments in
Canada, American ownership continued to rise during
the 1990s so as to reach two-thirds of the total held by all
foreigners. Although nowhere near the level of American
ownership in Canada, Canadian ownership in the Amer-
ican economy has also been rising as Canadian investors
and corporations continue to make acquisitions south
of the border. In 2003 new Canadian investments in the
United States outstripped those by all other nations (even
if the European Union is treated as one entity). Canadians
are now the third largest owners of direct foreign invest-
ment in the United States, and the imbalance in direct
foreign investment (the degree to which American direct
foreign investments outweigh Canadian direct foreign in-
vestment in the United States) also reached its narrowest
recorded point in 2003.° It is this regional integration of
investment and ownership, rather than trade growth,11
which represents the true economic impact of the Canada-
United States Trade Agreement (later revised so as to offer
greater protection to investors with the entry of Mexico
to become the North American Free Trade Agreement).
However, this continental structure of capitalist owner-
ship is not a new trend. Rather, it is the reassertion of
an older one. As Williams documents, North American
regionalization was officially promoted by Ottawa from
the end of the Second World War up until the 1970s. At
this point “continentalism” came to be challenged by eco-
nomic nationalists, who encouraged Ottawa to adopt an
independent development strategy that would see Canada
directly engage the global economy. With the defeat of
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economic nationalism in the early 1980s, regionalization
reasserted itself.”?

Consequently, one has to accept that to the degree
Canadians care whether or not they see positive material
change in their lives as individuals and in Canada’s position
as a society, then they will care about Canada’s relationship
with the United States. In order to understand what can
practically be done to counter-balance this and allow for
the assertion of Canadian autonomy in this situation it is
important to remember that — unlike during the previous
post-war era — regionalization is being driven, not by pub-
lic policy, but by the decisions that Canadians themselves
have made to reduce the role that public policy plays in
determining the life chances and opportunities that each
individual, family, and community enjoys and to enhance
the role played by markets. That is often referred to as
neo-liberalism." In essence neo-liberalism is about giving
markets greater freedom to allocate resources and rewards.

Therefore, when Canada chooses to act autonomously,
to adopt policies that differ from those adopted by the
United States, the Canadian state is not just disrupting
Canada’s chosen avenue to the wider world via regionaliza-
tion but also imposing burdens on the freedom of markets
to develop as investors wish, a freedom that Canadians
and their state have chosen to promote as a primary matter
of public policy.** Given these circumstances, it is sim-
ply unrealistic to believe that any government of Canada
would allow its policy to diverge from that of the United
States to any significant degree without having a very good
reason, supported by evidence as to what the costs and
benefits of such deviation are likely to be.

Median Consumers and Policy Autonomy

Before proceeding to look at ways in which the above
noted evidence can be produced, it is necessary first to
explore the reason why it is that Canada - should it wish
to act autonomously — has the opportunity to “buy its way
out” of conforming to American determined policies. In
seeking to answer this question, I will again draw on the
idea that Canada is not just experiencing regionalization
but regionalization that is driven by neo-liberalism. In-
compatibilities that deter economic action in a free market
(and that serve no other purposes) are generally resolved
through disaggregated individual preferences of consum-
ers and firms, which cumulatively serve to set a market
norm." All other things being equal, the “market norm”
will be whatever happens in the largest part of any mar-
ket, or the choices made by the actor with the greatest
economic power. Therefore, the “market norm” will most

frequently be whatever the United States chooses to do,
whether we are talking about policies the American state
chooses to make, standards American corporate actors
choose to adopt (such as those that attest to product qual-
ity) or preferences American consumers express.'* When
Canadians choose to do things differently, that does not
just represent deviation from the policies of the country’s
economic partners but from the solution favoured by mar-
ket principles.

In theory, markets provide what people want at a price
that they are willing to pay. However, that does not mean
that they always provide customers exactly what they want
or that customers always have a great deal of choice in the
price they will pay. Sometimes market choices are restrict-
ed to accepting an inadequate product or no product at all,
paying an outrageous price or foregoing consumption of
the product altogether. Sometimes - even when there is a
willing cadre of buyers - producers choose not to supply
a product. That often occurs when suppliers cannot figure
out how to produce and price the product, or both, so as
to meet the level of returns demanded by their investors."”
Competition is supposed to ensure that negative outcomes
such as these occur as infrequently as possible by tilting
the balance of economic power in favour of consumers.'
What markets will not or cannot provide, can sometimes
be provided by not-for-profit organizations or the state.
An important concept in this theory is an actor we can
call the median consumer. In theory, the competitor who
can best match the wants of this actor and deliver the
goods at a price that the median consumer is willing to
pay will reap the largest market share and rewards. Once
the balance of quality and price that realizes the needs
of the median consumer are identified, most producers
will gravitate towards that norm.'® Anthony Downs used
this idea to explain why political parties will sometimes
converge on a given set of policies and, as a result, appear
no different from tweedle dee and tweedle dum to voters.
This is not a conspiracy among the parties; they are simply
trying to maximize the number of voters that they appeal
to and the potential electoral rewards that they can reap.?’
Voters, whose needs are not met by parties focusing on
the median voter, can and do vote for alternative parties.
The short-term goal of these parties is less to maximize
votes than to give voters with non-median views a voice
and work towards the sorts of social and cultural changes
that reshape mainstream views. Similarly, consumers who
feel their needs are not met by products aimed at the me-
dian consumer often have the option of purchasing niche
products. However, they usually have to pay a premium
to get them.”
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Given that regionalization is being driven by investor
choices, they are likely to choose to meet the needs of the
median consumer, and in the North American market, a
simple glance at population figures once again indicates
that just as the market-norms are not going to be those
rules that prevail in Canada, neither is the median con-
sumer going to be a Canadian.

As we have already seen, Canadian firms have a vested
interest in choosing to meet the regulatory burdens im-
posed by the United States. The notion of a median cus-
tomer points to the fact that not only will they choose to
meet these requirements but also that they will base their
pricing on this norm. We can perhaps call this burden the
market determined regulatory norm. If Canada wishes to
impose different burdens on economic actors (not even
heavier ones, just different ones), Canadian consumers
and tax payers will have to pay the full cost associated with
these differences. In other words, Canada can choose to
buy its way out of convergence if Canadians are willing to
pay the price, just as consumers of non-median goods pay
the additional price associated with specialty goods.

This capability of countries to buy their way out of con-
vergence might help to explain one of the great puzzles
of regionalization and globalization under neo-liberal-
ism. This puzzle is that there is little evidence so far that
regionalization or the wider phenomenon of globalization
is severely restricting policy choices available to countries
over such basic matters as taxation rates and policies that
promote social equality. Furthermore, Canada appears
no different from the wider trend.** At present, most ex-
planations emphasize issues such as the fact that capital
mobility is not as all determining as it first appears. Social
structures create rival pressures that leaders must respect
and the impact that these rival pressures can produce are
either magnified or diminished by political institutions.”
Another explanation is that changes such as these take a
while to filter down from the high realm of international
political economy to public policies, and these in turn take
longer still to have visible impacts that can be captured by
social statistics. This process is said to take even longer
than normal in Canada given the federal division of pow-
ers which provides the federal government with powers
over trade and most major macro-economic policy areas
and the provinces with powers over health, education, wel-
fare and most labour market issues other than unemploy-
ment insurance.”* However, Canada’s corporate leaders
certainly believe that global competition for investment
exists and have been using the threat of widespread capital
flight as part of their strategy to persuade governments to
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lower tax levels and adopt other corporate and investor
friendly policies.”

Nevertheless, if what has been proposed above is cor-
rect, there is no need for companies to leave Canada so
as to meet the differing burdens that autonomous choices
might impose as long as corporations can extract the total
cost of these burdens from the Canadian market and tax
payer rather than distributing it equally across the en-
tire breadth of their customers and the regional markets
that they operate within. That is apparently how Canad-
ian based energy and chemical producers will deal with
the Government of Canada’s deviation from the United
States over the Kyoto Protocol.?®
foot the total bill in terms of compliance, for producers
will not pass the costs of meeting Kyoto obligations on to
their American customers. Specifically, both the Canad-
ian Petroleum Producers’ Association and the Canadian

Canadians will have to

Chemical Producers’ Association state that their members
are ready, willing and able to reduce greenhouse emis-
sions. However, if Canadian governments and consumers
do not adequately compensate them for the costs involved
in going further than competitors in the United States,
their members will reduce investment in Canada.”” As
the cost of behaving differently escalates, Canadian gov-
ernments will have to assess carefully when and where
it makes sense to exercise their right to be different and
what the costs of acting differently are likely to be. Once
again it is worth repeating that even if the costs of being
different from the United States are rising, careful analysis
will often reveal that in many cases they are still not great.
Again using Kyoto as an example, it is instructive to note
that global oil giant BP met its own Kyoto target (verified
by external audits) ahead of schedule, even though it has
considerable operations in the United States. Furthermore,
far from damaging the interests of shareholder or reducing
the firm’s competitiveness, the measures taken by BP ac-
tually created net savings for the firm and increased its
profitability.?®

This logic, that countries can buy their way out of con-
vergence, can be translated from the world of business de-
cisions to the wider problematic of Canada — United States
relations to some degree. Canada’s problem is essentially
the opposite of that faced by the people of Puerto Rico. A
recent volume dealing with that island's status vis-a-vis the
United States is titled Foreign in a Domestic Sense.*® Puerto
Rico is somewhere between an incorporated portion of the
United States (states and territories that have been desig-
nated as future states by Congress) and a foreign country.
The degree to which the protections of the United States
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Table 1. Vining and Boardman's classes of policy analysis

Single Goal of Efficiency

Multiple Goals Including Efficiency

Comprehensive Monetization of Efficiency
Impacts

Cost-Benefit Analysis

Embedded Cost-Benefit
Analysis

Less-than-Comprehensive Monetization of
Efficiency Impacts

Efficiency Analysis

Multi-Goal Analysis

Source: Vining and Boardman forthcoming

Constitution apply to Puerto Rico and Puerto Ricans is
completely in the hands of Congress.*

It is possible to conceive of Canada as being Domestic
in a Foreign Sense to the United States. Canada is clearly
an independent country. However, the degree to which
Canadians enjoy immunity from the constraints, duties,
and burdens imposed on the domestic United States of
America, yet still enjoy the benefits usually reserved for
domestic actors, is solely at the discretion of the Con-
gress. When Canadians choose public policies that differ
from those adopted in the United States, to the extent that
problems are created (such as through using rival safety
codes, differing accounting procedures or by adopting
policies that just plain annoy U.S. politicians such as the
decriminalization of marijuana), Canadians are essentially
challenging their American partners to grant them im-
munity from the behavioural norms that they expect of
domestic actors, yet still allow Canadians to enjoy benefits
usually reserved for Americans.® When they decline to
grant Canadians such immunities, Canada will have to
pay the cost that this friction imposes or change its poli-
cies. Economic actors will not impose the costs associated
with this burden on customers in the United States - their
median customers — wherever, and whenever they can
avoid doing so.

Methodologies for Evaluating the Costs and
Benefits of Difference: The Need
for a Holistic Approach

So far, the argument has been made that Canada continues
to have the possibility of choosing autonomous action over
simply mimicking the policies and state behaviour of the
United States even while neo-liberal inspired regionaliza-
tion is occurring. Furthermore, it has been argued that
because this regionalization is indeed inspired by neo-
liberalism, these decisions by Canada to act autonomously
have generally to be seen as not only imposing costs on
Canadians but as standing in contradiction to the policy
paradigm that has structured state action during the last
twenty years. If that is accepted, it is not too far a stretch

to suggest that before governments will accept the need
to act differently from the United States, they will want to
see convincing evidence that the benefits of such actions
outweigh the costs, either because benefits are so great,
costs are so slight, or because some combination of the
two situations exist. This section will explore the meth-
ods that are available to assess the costs and benefits that
are attached to autonomous action. Vining and Board-
man lay out four distinct forms that any policy analysis
can take. These differing approaches can be understood
as separate cells in a two-by-two chart that result from
categorizing approaches to policy analysis according to
two characteristics:

o Whether or not efficiency is the only goal that the
policy has to meet

o Whether or not it is possible to comprehensively
monetize efficiency impacts.*

Cost-benefit analysis is the best known of these meth-
ods of analysis and probably needs little introduction.
What does need to be noted is that it works only on rela-
tively simple problems, for it assumes that there is but one
goal, efficiency,” and that all impacts of change can be
quantified and assigned a monetary value. If these impacts
cannot be quantified and cost-benefit analysis proceeds
by ignoring non-monetarizable impacts, what occurs is
an implicit choice to ignore some consequences of policy
change and privilege others. Efficiency analysis recognizes
that some consequences of changing policy to maximize
efficiency cannot be adequately monetized while main-
taining maximum efficiency as the sole goal that the ana-
lyst wishes to achieve. For example, a government agency
might be able to “cost” the change of policy on its own
budget, other initiatives it has to forego, etcetera, but not be
able to monetize fully the impact on society. These societal
impacts might be measured by other benchmarks. For
example, an analyst might calculate the cost and benefit of
using differing taxes to raise the revenue required by the
state as well as the number of job losses or gains attached
to each option. Embedded policy analysis assumes that
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there are other goals beyond efficiency that ought to be
maximized. For example, most democratic states temper
their search for efficiency with a desire to maximize other
goals. One such commonly sought goal is “equity” In an
embedded policy analysis it is assumed that consequences
of both seeking efficiency and the other goals can be fully
monetized. For example, our tax analyst might be charged
with finding both an efficient and equitable way to raise
the revenue required by the state. Alongside calculating
the net revenue each tax option might raise, the analyst
would also calculate the way in which each option would
change the tax burden facing different groups of tax pay-
ers. As Vining and Boardman note, these sorts of analyses
are not only common but, in fact, it is the official policy
of the government of Canada to consider “distributional
issues” when conducting policy analysis. Finally, there is
multi-goal analysis. In this form of analysis it is assumed
that there are goals beyond efficiency that the state wishes
to maximize and that some of the impacts of these goals
cannot be fully monetized. That is also sometimes called
socioeconomic analysis, and it is used in a surprisingly
large number of instances. Keeping with the tax policy
theme, our analyst might be instructed to find an option
that is efficient and equitable and which also has the most
positive environmental impact and least negative impacts
on employment.*

Returning to our topic of how Canadian government’s
can determine when and where it makes sense to act au-
tonomously of the United States, either by adopting dif-
ferent policies or policies that create difficulties for market
exchange across the border, it should be apparent that if all
that was done was a traditional cost-benefit analysis, many
important factors would never be considered; and given
the share of the Canadian economy tied up in trade with
the United States, there would almost be a systemic bias
built into the analysis against taking any action that devi-
ated from American practice. On the other hand, multi-
goal analysis allows for a more holistic approach to be
taken. Yet, a major problem with multi-goal analysis is that
it can be taken as a way to avoid rigorous analysis rather
than form the basis of analysis. Care has to be taken that
it does not become an excuse to cherry pick so as to make
any case the analyst wishes to demonstrate and thereby
justify all deviations from American practice.

One attempt to add some rigour to multi-goal analy-
sis involves the creation of “genuine progress indicators”
These are indicators of socio-economic development that
include both monetizable variables, such as change in
gross-domestic product, savings rates, and trade growth,
as well as non-monetizable variables such as environment-
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al sustainability, social equality, and cultural survival. As
such they provide an indication of a society’s well-being
rather than simply a yard-stick of the wealth that it is pro-
ducing.* If used as a tool to assess the costs and benefits of
policy options, they hold the potential to provide the sort
of 360 degree view of the impacts of a given policy that
multi-goal analysis promises but finds difficult to deliver
in a rigorous manner.

However, there are some significant problems. The first
of these problems is that these measures are still very much
in their infancy. Although work has been conducted on
genuine progress indicators since the Second World War,
it is only with the advent of powerful and low cost comput-
ing that the development of such heterogenous measures
scaled in a wide variety of units (dollars, years, level of
respiratory health, etc.) has become practical. Neverthe-
less, many countries, subnational governments and lo-
cal authorities are developing them. Anielski reports that
in North America alone there are 300 genuine progress
indicator projects underway,* each using its own peculiar
twist on the theme of “measure what you want to be”*
Not only does that mean that there is no standard meth-
odology, making comparison difficult, but it also points
to a third problem. The development of these indicators is
very values charged. Nevertheless, as we will later see, this
specificity and relationship to unique values expressed by
different communities is also the greatest strength of these
measures. Consequently, it is unlikely that these holistic
indicators will ever achieve the sort of standardization
seen in indicators such as those that comprise the national
accounts of OECD member states.

The potential value of holistic measures has been recog-
nized by the federal government. One particular propon-
ent is Prime Minister Paul Martin. As finance minister,
Martin used his 2000/01 budget speech to announce that
the federal government would fund development of a
Canadian system of indicators that would take account of
environmental status as well as economic activity.*® Since
then, progress has been made on developing rudimentary
sustainable accounting for Canada. The National Round
Table on the Environment and the Economy (set up in
response to the 2000/01 budget) has recommended that
six new indicators of sustainability and human capital
be added to Canada’s system of national accounts. These
include air quality, fresh water quality, greenhouse gas
emissions, total forest cover, total wetlands, and partici-
pation in post-secondary education.’® Another federal
government agency is working on developing tools for
measuring social capital.®® A far more developed project
is the Pembina Institute’s genuine progress indicator for
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Table 2. The Alberta genuine progress indicator

Personal Expenditures
Transportation Expenditures
Taxes

Savings Rate

Household Debt

Public Infrastructure

Household Infrastructure

Parenting and eldercare
Free Time Volunteerism
Community Time

Life Expectancy
Premature Mortality
Infant Mortality
Obesity

Suicide

Drug Use

Auto Crashes
Divorce(family breakdown)
Crime

Problem Gambling

Voter Participation

Economic Personal-Societal Environment

Economic Growth Poverty Oil & Gas Reserve Life
Economic Diversity Income Distribution Oil Sands Reserve Life
Trade Unemployment Energy Use Intensity
Disposable Income Underemployment Agricultural Sustainability
Weekly Wage Rate Paid Work Time Timber Sustainability

Forest Fragmentation

Parks and Wilderness Fish and Wildlife
Wetlands

Peat Lands

Water Quality

Air Quality & Emissions

Greenhouse Emissions

Carbon Budget Deficit

Hazardous Waste

Landfill Waste

Ecological Footprint

Educational Attainment

Source: Anielski 2002:12.

Alberta. This measure employs indicators covering 52 dif-
ferent factors chosen both with an eye to general theory as
to what makes for the well-being of society and also the
unique needs of Albertans.

The table above points to both the complexity and so-
phistication of genuine progress indicators. It also points
to two crucial elements that must be in place to construct
successfully such measures (or even engage successfully in
more rudimentary analysis of whatever type). The first of
these elements is a detailed knowledge of the values and
goals that a given society wishes to promote. The second
element is an understanding of the unique features of the
environment, economy, and structure of the given society,
as well as how these influence its ability to reach these
goals and fulfill these values. Such specific knowledge must
complement a general theoretical understanding of a given
topic or policy analysis will provide recommendations that
are either inaccurate or which prove infeasible.

The Increasing Policy Relevance
of Canadian Studies

As noted in the last section, effective policy analysis re-
quires detailed knowledge of the society that the analyst
serves and how the various features of the society combine
to create idiosyncratic phenomena, as well as the goals
and values that the society wishes to achieve and promote.
Consequently, if we wish to create accurate predictions of
when and where it is worthwhile for Canada to pay the
price to be different from the United States, then Canadian
Studies has to be seen as one of the most crucial forms of
research that Canadians can invest in during an era char-
acterized by neo-liberal hemispheric regionalization.
That raises one further, and perhaps complicated, bu-
rden that “being domestic in a foreign sense” to the United
States creates for Canada. Canadians are the foreigners
most domestically similar to the Americans, in our behav-
iour, tastes and values.*! The greater the freedom given to
market forces to promote regional integration, the more
the pressure builds to cater to the median customer and
his or her needs, and finally, the more difficult it becomes
to see, study and understand how Canadians are different
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and why that matters. As those differences that persist
are likely to be the most important, this problem holds
the potential to create considerable difficulty for Canada.
Canadians might never lose the ability to act autonomous-
ly, provided they can accept the costs. However, Canada
might lose some or all of its capacity to understand when
it is in the national interests to act autonomously and ac-
curately to assess both the costs of action and inaction.

A small incident that perhaps illustrates this phenom-
enon is the concerns regarding immigration issues voiced
by the official Opposition in the House of Commons after
the September 11% attacks on the United States. The inspir-
ation for their concerns was not Canada’s national security,
nor reports in the Canadian media, but rather, a program
on an American television network that framed Canada’s
immigration policies as a problem for the United States, a
problem that could be solved if Canada were to adopt the
American outlook on immigration and solutions to the
problems so defined (see Appendix I). This observation
is not meant to fault the official Opposition. Their respon-
sibility is to use every legitimate tactic to highlight possible
weaknesses of the government and to offer alternatives.
However, it does show the degree to which Canada’s own
political agenda (both problems and solutions) is set, not
in the context of Canadian needs, but instead is defined
by the United States and Americans.

More substantively, and less visibly, this problem is also
occurring in the ordinary ways in which Canadians view
the world on a daily basis and in the policy prescriptions
that researchers and analysts create. To some degree Can-
ada has always engaged its own policy problems by learn-
ing from other countries, most often the United States and
the core capitalist countries of Western Europe.** How-
ever, the consensus on neo-liberalism and the regional
integration it is driving is accentuating and transforming
this trend. Whereas Canadians once looked abroad for
solutions, it is now common to look abroad for both def-
initions of Canada’s problems and solutions with possibly
damaging consequences. These consequences are all the
more damaging when the country being looked to is the
United States, a global hegemon, and when such inquiry
is not balanced by an appreciation of the substantive ways
in which Canada’s situation and Canadians themselves
differ from Americans.

There are no easy solutions to this problem. The gov-
ernment of Canada has already committed a portion of its
now regular surpluses to supporting academic research and
graduate and undergraduate students. These efforts have
been undertaken both directly (such as through increased
scholarships and increasing the tax-exemption threshold

160

on scholarships) and indirectly through increases in what
is now called the Canadian Social Transfer. However, there
are still serious problems. Most notably, tuition costs for
graduate and professional studies are still high and rising
for most students in Canada relative to their ability to pay
and potential scholarship incomes.* It will be remem-
bered that Canadians are not the median consumer, yet
these students are being told that they should consider
their ever rising tuition as an “investment” that will pay
dividends in terms of increased labour-market potential.
That consideration holds the potential to create a situation
where it increasingly does not pay to study or do research
on Canada. However, if Canadians reduce tuition at the
cost of quality in the nation’s universities, it will simply ac-
celerate the number of Canada’s best students who choose
to go to school in the United States, where there is even
less chance that they will learn about or conduct research
that deals with the unique aspects of Canada’s condition.
It is also worth remembering that many Canadian stu-
dents who choose to study in the United States will never
return home. That is especially the case with graduate
students. The U.S. National Science Foundation found
that 43 percent of the Canadian students who received
science and engineering doctorates from American uni-
versities between 1988 and 1996 either had stayed put in
the U.S. or had firm plans to stay.** There is no reason to
believe the figures are any different in the social sciences
or professions.

To recap, as Canada integrates with the United States
through the process of regionalization under neo-liberal
influence, market forces will make it more costly to devi-
ate from both the international policy and much of the
domestic regulatory policy set by the United States. There-
fore, Canada and Canadians need better knowledge as
to when and where it really matters to deviate from the
policies of the Americans and better knowledge of what
the costs of these deviations are likely to be. Ensuring Can-
ada has the human resources to conduct such research
and a proper base of knowledge ought to be a priority
of Canadian governments, as few other parties are likely
to be willing to pay for the creation of Canadian specific
knowledge in a world focused on meeting the needs of
the median customer.

Conclusions

There can be little doubt that regionalization is being driv-
en by the choice made by Canada and the other NAFTA
partners to embrace neo-liberalism. There are certain
risks that result from that. To date, we have turned over
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to market forces a considerable amount of control over the
shape regionalization will take. In that markets gravitate
to the preferences of the median consumer, there can be
little doubt that regionalization, if it continues on these
lines, will involve Canada’s adopting regulatory norms
and international positions determined by the needs of
the dominant partner in North America, or paying a pre-
mium so as to be different. The most serious risk is not
so much that regionalization under neo-liberal principles
will erase Canada’s autonomy to act. Rather, the risk is
that Canada might see a reduction in its capacity both to
understand when it is in the national interests to choose
alternatives to the market determined norm and to calcu-
late how much it is worth paying to follow such a divergent
path. Insuring that Canadians possess the human capital
and knowledge base necessary for understanding the ways
in which Canada diverges from the norm will likely re-
quire increased initiative by Canadian governments. It is
perhaps an ironic consequence of regionalization under
neo-liberal principles, convergence has served to increase
both the policy salience of Canadian Studies and the needs
of governments to invest in it.

Appendix |

Exchange between Mr. John Reynolds, M.P, Acting Leader
of the Official Opposition and The Hon. John Manley, M.P,
Deputy Prime Minister and Minister of Infrastructure and
Crown Corporations. Oral Question Period 29 April, 2002
(extracted from Hansard)

Mr. John Reynolds (Leader of the Opposition, Canadian
Alliance):

Mr. Speaker, for years the government has ignored
the warnings of the opposition and its own security
services that terrorist organizations are operating in
Canada.

For almost eight months it seems that the govern-
ment has ignored the lessons of the September 11
attack.

Last night our U.S. neighbours heard from its most
popular and respected news program, 60 Minutes,
that this government has been indifferent to reform-
ing our refugee system. Americans are hearing that
Canada is a safe haven for terrorists.

Will the Deputy Prime Minister now admit that
our refugee system has failed and needs immediate
reform?

Hon. John Manley (Deputy Prime Minister and Minister
of Infrastructure and Crown Corporations, Liberal):

Mr. Speaker, one thing I can say in defence of 60
Minutes is that it started its series by attacking its
own system first.

What Americans did not hear last night was that
so far in 2002, 72 percent of Canada’s refugee claim-
ants have entered Canada from the United States of
America. Another thing they did not hear was that
in the December budget the Government of Canada
devoted over $7 billion to increased defence and
security measures. Another message that we need
to ensure is repeated over and over again is that the
19 terrorists involved on September 11" entered the
United States not from Canada.

Mr. John Reynolds (Leader of the Opposition, Canadian
Alliance):

Mr. Speaker, last week the Liberals blamed our own
media in Canada. They blamed the opposition. Now
they are blaming the American media.

Ahmed Ressam did not go through the United
States. He went from Canada. Nabil Al-Marabh
went from Canada. PLO convicted 50 years still in
Canada. It was not this party or the media that cor-
rupted our immigration and refugee policy. It was
that Liberal government over there.

Since September 11" Canada has accepted 15,000
refugee claimants. We are for real and legitimate
refugee claimants and so are most Canadians.

When will the government help secure North
America and stop surprise refugee claimants from
walking the streets of Canada?

Hon. John Manley (Deputy Prime Minister and Minister
of Infrastructure and Crown Corporations, Liberal):

Mr. Speaker, I remind the honourable member that a
huge percentage of our claimants are entering Canada
from the United States.

Let us face reality. If we want to have open, demo-
cratic societies where people move about freely, then
there will be people in those societies who try to
do it harm. That is not just true of Canada or the
United States. It is true of Western Europe and other
countries.

It was not the Canadian immigration service that
issued a visa to Mohammed Atta six months after
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he flew a plane into the World Trade Center. It was
the U.S. INS.

Mr. John Reynolds (Leader of the Opposition, Canadian

Alliance):

Mr. Speaker, it was Ahmed Ressam who tried to blow
up parts of the United States who was allowed to stay
in Canada for seven years because CSIS did not have
the money. We did not catch him. The Americans
caught him. It was the security service of Canada that
warned two ministers on that side of the House not
to go to a dinner but they went anyway.

We must take the lessons of September 11" seriously.
The United States has a number of countries where
it requires people from those countries to have visas.
Canada, for those same countries, does not require
visas.

Will the government ensure all Canadians that we will
work with our American neighbours and make sure
we blend together so that both countries--

The Speaker:

The Honourable Deputy Prime Minister.

Hon. John Manley (Deputy Prime Minister and Minister

of Infrastructure and Crown Corporations, Liberal):

Mr. Speaker, we have certainly endeavoured to re-
view visa requirements. The honourable member will
know that we have a completely different system from
the United States in terms of visa waivers versus visa
requirements. At the same time these requirements
are constantly under review.

The government will not simply accept U.S. visa
requirements as being the standard against which we
apply ourselves. We will look at the facts and deter-
mine for ourselves what is in Canada’s interest.
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The Implementation of the Border
in the Oregon lerritory:

Discourses of Divergence

Lisa Philips Valentine and Allan K. McDougall

Introduction

istoric treatments of the Oregon Territory typ-
H ically take the subsequent border as the bound-

ary for the discussion. That is, south of the
border, the Oregon Territory is viewed as a U.S. domain
despite the generation-long joint British and U.S. claims
to the region. North of the border, the Oregon Territory
ultimately became ‘British Columbia, conflating main-
land and Vancouver Island colonial histories. In parallel
fashion, privileging the present geopolitical boundaries,
south of the border, histories trace either Oregon or
Washington history, but rarely both. The histories, thus,
become provincial Canadian or U.S. state histories with
early events constructed to antecede their ultimate desig-
nation as part of the US.A. or Canada. In these histor-
ies, the border is extended and reified backward through
time, creating insurmountable differences and distinc-
tions that flavor all aspects of the representations. In this
paper, we attempt to highlight how the distinctions and
differences that are now taken as essential to those hist-
ories evolved with the imposition of the border in the
Oregon Territory. We also show that the histories are
symbiotic across the border and that the discourses of
(national) identity were adapted from those formed in
the old Northwest where, earlier, similar discourses of di-
vergence arose as the border was imposed in that region.*

The Oregon Territory

This paper examines the construction of identities from
approximately 1825 through the 1850s, the period in
which the state boundaries were imposed. In 1824-1825,
the Hudson’s Bay Company’s (HBC) Chief Factor, Dr.
John McLoughlin, working under HBC Governor George
Simpson, was sent west to Fort Astoria,” renamed Fort
George by the HBC, to build the Columbia region. Shortly
thereafter, McLoughlin moved up the Columbia River to
Fort Vancouver (now Vancouver, Washington State), es-
tablished Fort Langley (British Columbia) and created
and linked inland forts across the region for fur trading.
Shortly after the move to Fort Vancouver, many French
Canadian and Métis® traders, or both, who had worked
for the HBC were encouraged to set up homesteads in
the Willamette Valley, south of the Columbia River. That
initial settlement was described by Archbishop Blanchett
in an interview in 1878, fifty years after his arrival in the
Oregon Territory: “In the year Dr McLaughlin became
Chief Factor & Governor he gave their freedom to the
old servants that had been in the Company’s service for
many years. Some went farming on the Cowlitz & others
in Willamette valley. The beginning of the settlement there
was in 1829” (Blanchett 1878:2).

These predominantly French-speaking settlers were
often referred to as Canadians* by the Americans® who ar-
rived some years later. Blanchett’s interview also indicated
that the influx of French Canadians and Métis continued
to be encouraged by the HBC:
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... For a period of time, Simpson encouraged mem-
bers of the Red River Settlement to move to the
Oregon Territory in order to fill positions around the
posts. The HBC had at least 35 Iroquois men working
for them in the Columbia district, and systematic-
ally hired young Kanakas, men from the Sandwich
(Hawaiian) Islands to fill positions that the French
Canadians and Métis held in areas further east. Like
the ‘Canadians, these men typically married lo-
cal women and became part of their communities
(Blanchett 1878:2).

Until the mid 1830s, most settlers in the region were
associated with the Hudson’s Bay Company or other trad-
ing enterprises. One American trader, Nathaniel Wyeth,
set up business near Fort Vancouver (on the west end
of Sauve’s Island in the Columbia) and at a post on the
Snake River in the mid 1830s, but by 1837 he had sold
his business to the Hudson’s Bay Company. In 1834,
the first wave of American settlers moved into the area
along the Willamette River south of the Columbia River.
McLoughlin, consistent with HBC goals of maintaining
the district for fur trading and later agricultural ventures,
discouraged settlement north of the Columbia, but he
aided the needy settlers, giving them the necessities to
begin life in the area. The first settlers were Methodists,
guided by the Reverend Jason Lee, who established a uni-
versal mission, but in 1838, when the first Catholic priests
arrived, the Methodists limited and finally ceased their ef-
forts with the Indians® and Métis, many of whom had been
Roman Catholic. Instead, the Methodists worked to set up
churches and schools for their own people. Further east,
the Presbyterians at Walla Walla under Dr. Whitman con-
tinued their Christianizing efforts among the Aboriginal
peoples from 1836 to 1847.

Throughout this period, McLoughlin and Simpson
had expected the British-U.S. border to be drawn along
the Columbia River. Because of this, McLoughlin steered
American emigrants to the south of the Columbia. This
boundary was evident in Blanchett’s discussion of his ar-
rival in the Oregon Territory in 1838 to be Vicar General
of the Oregon Country and his efforts to be able to work
with the retired HBC employees south of the Columbia
River;

Sir George Simpson was Governor of the Hudson Bay
Co in England. As the British government & Hudson
Bay Co expected that the Northern side of the contin-
ent would be theirs they forbade us as British subjects
to have any establishments on the other side. We pro-
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posed to have an establishment at Cowlitz; & then
the Bishop consented. So the establishment was to be
at Cowlitz & we were from time to time to visit our
people on the Sound” (Blanchett 1878:3).

Another interesting exception to this policy occurred in
1844, when McLoughlin sent the first African-American
settler, George Washington Bush, north of the Columbia.”
Bush’s deployment north of the river was in direct response
to the anti-slave and anti-African American sentiments of
the American settlers south of the river. (A more detailed
discussion about American attitudes towards African-
Americans is found below.)

Discourses of Divergence

The initial trading explorations in the Pacific Northwest,
the Spanish, Russians, French, British, and Americans,
were focused on asserting claims or sovereign title to the
land. Many of the famous explorations, including those
of Captain Vancouver, Captain Gray, and the Lewis and
Clark expedition, were attempts to establish their state’s
right to the territory. Given this focus on expanding sover-
eignty, it is not surprising that much of the early historical
record of the Pacific Northwest by Americans focuses on
the reasons for the U.Ss ultimate control over much of
the territory. In 1842, the Webster-Ashburton Treaty was
signed; it set the border between Maine and Nova Scotia
and established the forty-ninth parallel as the westward
dividing line between the British colonies and the U.S. to
the Rockies. Between 1843 and 1846, several large groups
of American emigrants, primarily from New York and
Boston, streamed overland into the area via Missouri and
Illinois. Accounts by American settlers in the Oregon Ter-
ritory interviewed in 1878-80 by H. H. Bancroft and his
associates were consistent in their assertions of prior and
continuing control by the U.S.A.

The American Discourse

One prevailing theme in the American stories was the in-
dividual initiative shown by the American emigrant to the
Oregon Territory. In response to questions by Bancroft,
several of the early settlers discussed their reasons for
emigrating. One of those interviewed was Nineveh Ford,
a farmer born in N. Carolina in 1815, who emigrated first
to Missouri in 1840 and then to Oregon in 1843.

One grand object we had was the prospect of obtain-
ing a donation of land if the country was worth staying
in. That was the object of Burnett [later the first Amer-
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ican governor of California, prior to its statehood] and
others—to come and colonise this country, to take pos-
session of the United States domain west of the Rocky
Mountains. It was not at that time settled to belong to
the United States. The controversy was up and there was
some influence got to bear to induce people to colonise.
The question was agitated in relation to the right and title
of the United States to this country. I never heard that the
government desired to colonise. It was all a private move-
ment and we came on our own responsibility. We had not
any assurance that the Government would assist or protect
us in any manner (Ford 1878:1-2).

This theme was further stressed by Lafayette Grover
(interviewed in San Francisco, California in 1878) who
insisted that the settlers—not the American government—
established the U.S. claim to the Oregon Territory:

What I want is that you develop this fact that the
Northwest country was acquired for the United States
by the people & not by the government. We went out
there like the robins; & it was not acquired by any
force of arms by the United States nor by purchase,
but through the means and enterprise of American
citizens.... You will find in that the first meeting of
the settlers announced that they proposed to form
a government until such time as the United States
should extend its government over that country. That
simple sentence indicated the controlling idea that
they had in the forming that government—that it was
American in form & American in purpose. You will
find also a rude protest against that first organiza-
tion from the Canadian® settlers at the French Prairie
(Grover 1878:7-8).

John Minto, who arrived in the Oregon Territory in
1844, was born in England in 1822 and moved to Pitts-
burgh PA where he worked as a coal miner alongside his
father, a “labor agitator” Minto’s description of the “mind
of the frontiersman” gave an excellent précis of the Amer-
ican arguments by an outsider who was actively seeking to
understand the motivation for emigration west:

I found that the mind of the frontiersman of the ex-
treme west was dazzled with the idea of planting his
own form of government on the Pacific Coast, thereby
at once redeeming the country from the possession of
the Indians and the English claim upon it; gaining the
public advantage of a shorter and more direct route
for trade with Asia by coming westward and the per-
sonal advantage to the settler of a location near the

sea, whence the surplus products of the farm might
be easily and cheaply sent to foreign markets.

A very short acquaintance with these frontiersmen
showed me that they had full faith in the power and dis-
position of the U.S. Government ultimately to vindicate
its right to the territory then known as Oregon and that
when that time came, (if not before) each head of family
or man able to bear arms would be liberally rewarded by
a grant of land from the public domain there, as a reward
for crossing the plains and by so doing assisting in estab-
lishing the American claim to the country by occupancy
(Minto 1878:2-3).

The history of settlement in the Oregon Territory dif-
fered significantly from settlement in another region that
had been held jointly by the British and the U.S., the Old
Northwest Territory. There, American settlers fought Brit-
ish-aided Indians and had been forced to rely on their
own resources for survival in that hostile environment.
The British-controlled area in the Oregon Territory was,
until the California gold rush of 1848, limited to members
of the Hudson’s Bay Company, but the experiences and
constructions that arose out of life in the Old Northwest
were carried by U.S. emigrants to the Oregon Territory. In
a study by Jesse Douglas of the 1850 census schedule for
the Oregon Territory, he noted “74.2 percent of the adults
who came to Oregon between 1840 and 1850 were born in
the Atlantic states, but 80.8 percent of their children were
born in a ‘child belt’ of midwestern states and territories
... ;> he concluded that, ... since it was possibly many of
those born in the Atlantic states had removed as children
with their parents to the Midwest and had lived most of
their lives there, that region was the ‘crucible in which the
population of the Pacific Northwest was molded™ (Johan-
sen 1986:42-43; Douglas’ work was published in PNQ, vol
41, 1950). Those experiences, and especially the images
of self reliance in face of Indian and British threats, were
well-formed before the settler experience of the far west
had matured.

In the early years of settlement, the provisional govern-
ment of Oregon was relatively inclusive as the co-founder
of Portland, Oregon, A. L. Lovejoy, explained:

We were peculiarly situated, the Americans & the
Hudson Bay people in the early history of Oregon
as a government. We mixed up in the Provisional
Government. In order to meet the case we prepared
an oath that served for citizens of both countries, so
that in taking it neither one expatriated himself from
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his country. They were claiming this country at that
time as British Territory. The Canadians and half-
breeds voted, and all but the Kanakas and the Indians
(Lovejoy 1878:1).

That inclusiveness held the seeds of later discourses of
divergence. For example, the distinctions between “the
Americans,” “the Hudson Bay people;” “the Canadians and
half-breeds,” and the “Kanakas and the Indians” were crit-
ical. Such distinctions, as they were made by the American
settlers, many of whom were themselves second or third
generation North Americans, were part of the process of
identity- and nation-building in the west. Later, Lafayette
Grover defined the “real emigrants” as those who were
not associated with the Hudsons Bay Company. Grover’s
analysis presented the means by which the agricultural
settlements associated with Fort Vancouver and Fort Nis-
qually and the settlement in the French Prairies along the
east side of the Willamette River south of Oregon City
were dismissed by the later American settlers:

Oregon has an individuality of history which dif-
fers from that of any other state. Wagons began to
go across the plains in 1842; & up to that time the
Hudson Bay Co were in actual possession there of
large portions of country by right of discovery, ex-
ploration & settlement.... [The American emigrants]
were the real emigrants; the others were only fur trap-
pers. And those were the first white women & chil-
dren that ever came into Oregon (Grover 1878:2).

At a more specific level, E. W. Pettygrove, another early
emigrant to Oregon in 1843, explained how, in the view
of the American settlers, Dr. McLoughlin’s claim to land
in Oregon City was not legitimate simply because he was
associated with the Hudson’s Bay Company and not seen
as an “individual” His discussion illustrated the anti-cor-
porate and anti-British focus of American emigrants:

The claim that Mr Waller set us was that they were
American citizens and as settlers on this land were
entitled to ownership of it; and that Dr McLoughlin
being a member of the H.B.Co had no right to make
a location as an individual, representing as he did an
incorporated [sic]. The doctor replied that when the
land was settled by the two governments that he in-
tended to become an American citizen, and continue
to make Oregon his home. At this time this whole
territory was held conjointly by the two governments;
eventually upon his becoming an American citizen he
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received a donation of some 640 acres of land, which
embraced the aforesaid land, and continued to live
there during the remainder of his life (Pettygrove
1878:14).°

As illustrated by the two previous quotations, we find
that the U.S. settler hierarchy of values used to assess en-
titlement to land was based on status as a white, male U.S.
citizen who was married to a white female and who did not
trap for a living. Most of the earliest American mission-
aries and settlers were utterly dependent on the Hudson
Bay Company’s generosity, and especially the individual
generosity of John McLoughlin, to supply them with the
necessities including seed and cattle to make it through
their first years in the area. The only way they could make
their claim for priority as emigrants was systematically to
discount association with corporate structures, other than
mission boards, and to discount a person with any Native
ancestry as perforce not an emigrant, regardless of the
distance the Métis or mixed blood person had come in his
or her emigration to the Oregon Territory. In areas such as
the old Northwest, expanding agriculture had often been
the argument for displacing the Aboriginal populations,
despite the on-going agricultural endeavors of Native
peoples in the region. Similarly, in the Oregon Territory,
many Aboriginal groups cultivated crops, including camas
root, nettles and bracken, and the Hudson Bay Company
at Fort Vancouver was as successful in its trade of wheat as
it was in furs. That meant that farming itself could not be
used to distinguish the American “settler” from “trader”
or “trapper” as it had been in other areas, so that the focus
on the autonomous “individual” in contrast to the corpor-
ate member became pivotal. Individual endeavors and
ancestry were promoted, although the distinction based
on settlers as occupying homesteads remained central to
their constructions. These discourses were at the root of
emerging settler identity in the Oregon Territory.

While in the earliest years, only Indians and Kanakas
(Hawaiians) men were excluded from voting in the Pro-
visional Government, Oregon later became the only state
to include a ban on emigration by African Americans, free
or slave, in its constitution. Jesse Applegate, an emigrant
in 1843 from Missouri (b. Kentucky 1811), speaking of
the early government in the territory, outlined what was
undoubtedly a common view by American settlers:

... As Mrs Victor states in her sketch of Oregon hist-
ory (see River of the West page 353) perhaps the true
reason that made Oregon a free State, was the pres-
ence of poor whites. Being one of the “Poor whites”
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from a slave state I can speak with some authority
for that class. Many of these people hated slavery, but
a much larger number of them hated free negroes
worse even than slaves—And if at the time the vote
was taken on the adoption of the State constitution, a
question of the status of negroes in Oregon had been
submitted to the people they would have condemned
them to servitude[.] “If we must have negroes among
us let them be slaves” I have no doubt was the public
sentiment at that time.... I am opposed to ignorant
and irresponsible suffrage and believe none should
have the ballot but those having both property and
intelligence.... (Applegate 1878:56-57).

A theme in the American texts that continued through-
out the early years of Oregon statehood and through the
thirty-six years that Washington [State] remained a terri-
tory was the low status of Indians or First Nations peoples.
That attitude was extended to the Native and Métis wives
of the Hudson Bay Company employees. Again quoting
Lafayette Grover:

The rule that the Hudson Bay Co promulgated from
London was that the H.B.Co’s servants from head fac-
tor down to trapper should intermarry with the tribes,
& no white woman was ever allowed in the Hudson
Bay Company’s territory.'® Mark that—that was the
rule. That was the law of the company. And the Chief
Factor of the Hudson Bay Co, Dr McLaughlin mar-
ried a Red River Indian, & all his descendants have
that blood in their veins. Sir James Douglas followed
him. He married a Red River Chiefs daughter; & all
of his descendants have the Indian blood in them
(Grover 1878:3).

In this 1878 interview, the historical archivist, H. H.
Bancroft, displayed a remarkable consistency in Amer-
ican discourse when he asked Grover: “Do you think it
was necessary to make so severe a rule as that in regard
to intermarrying [for HBC members]? That was a pretty
severe punishment, as it turned out—or would be to some
men at least—to compel them to marry Indians or not at
all’ (Grover 1878:4-5, italics added).

While Grover defined a “real emigrant” as a person
who was non-Native and not married to one, his assess-
ment of the Hudson Bay Company’s policy towards the
Aboriginal population was full of admiration. The fol-
lowing was Grover’s outline of the reason that “peace has
reigned throughout the Indian tribes wherever the Hud-
son Bay Company’s territories have extended™:

... the Hudson Bay Co, going into the great interior
sought to supply the Indian tribes; they never sought
to change the civilization of the country; they pro-
ceeded upon the standing ground of the Indian him-
self, married into his tribes, & furnished him guns, &
traps, & blankets, & everything to give him a greater
facility for carrying on his nomadic hunting life; never
took away his hunting grounds for agriculture; pre-
served the wild animals for their furs, & for the pur-
poses of trade of the Hudson Bay Co. That was their
basis. Instead of doing away with the life of the Indian
they cultivate his life; and aided the Indian instead
of removing him. The American settlements would
occupy the hunting grounds of the Indian for agricul-
ture, & as a necessary consequence the elk & the deer
were driven out & killed (Grover 1878:3).

The distrust of First Nations held by settlers from the
old Northwest apparently traveled with them as they
moved into the Oregon Territory; resonances of these
attitudes are evident in the opening message from the
Executive Committee of the Provisional Government of
Oregon, dated 18 June 1844, which began:'*

This country has been populated by powerful Indian
tribes, but it has pleased the Great Disposer of human
events to reduce them to mere shadows of their for-
mer greatness. Thus removing the chief obstruction
to the entrance of civilization, and opening a way for
the introduction of Christianity where ignorance and
idolatry have reigned uncontrolled for many ages....
(Oregon Archives 1878:2).

In the histories of the Oregon Territory south of the
Columbia River, the place of Methodist and Presbyter-
ian missionaries remained central, with the Methodists
uniting against McLoughlin’s claims on the Willamette
River and the Methodists and Presbyterians adamantly
opposed to the Roman Catholic missionary efforts. One
of the Associate Judges of Oregon who arrived in 1849,
William Strong gave an interesting account of the suc-
cesses of the Roman Catholics with First Nations, which
mirrors the earlier statements of the success of the HBC
with the same groups. His discussion arose when ques-
tions about the possible involvement of Roman Catholics
in the Presbyterian Whitman mission massacre in 1847:

And so far as the Catholic priests are concerned I see

no cause for suspicion. We all know that the Catholics
are more acceptable missionaries to the Indians than
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the Protestants. In the first place, the Catholics go
and settle among the Indians; they do not accumulate
any property, and do not require any high standard
of piety. They adapt themselves to the people they
want to convert. If they should go to Lapland and
find that there the idea of a hot hell was rather agree-
able than otherwise they would immediately make a
cold one to suit the country. As for the Protestants,
our American people never did agree with the Indian
character enough to assimilate themselves with them
(Strong 1878:23).

‘Othering’ the Americans

Following the Oregon Treaty of 1846, which set the
forty-ninth parallel as the border, the Hudson’s Bay
Company moved the center of its Columbia District
operations, under Chief Factor James Douglas, to Victoria
on Vancouver Island. About the same time, Dr. John
McLoughlin left the HBC and moved to his holdings
on the Willamette River, where he became a U.S. citizen
when that area gained independent territorial status as
the Oregon Territory. When that occurred, the land north
and east of the Columbia River past The Dalles became
Washington Territory, a status it retained for another
thirty-six years until it achieved statehood in 1889, thirty
years after Oregon did.

The Hudson Bay Company had its own constructions
of the American settlers, which were quite different from
those presented earlier by the Americans. According to
William Fraser Tolmie, HBC Surgeon and Trader (also
the father of a later premier of British Columbia, Simon
Fraser Tolmie), who headed up the Puget Sound Agri-
cultural Community from the 1840s through the 1860s
the growth in the Oregon territories of the early 1840s
proceeded as follows:

The Americans were steadily gaining ground, thereby
increasing the HB Company’s uneasiness and troubles.
The settlers annoyed the H B Co by being very slow
in paying their debts, & by encroaching upon the
companies cultivated and well stocked lands, at and
around Ft Vancouver, Cowlitz, and Nisqually. These
lands were claimed, and held by the company, and
secured to them as the company understood, by the
boundary treaty of 1846.... When, after 1846, the
terms of the boundary treaty became known, petti-
fogging lawyers multiplied in the country, who giv-
ing their own interpretation to its stipulations, en-
couraged the unruly to squat on the lands of, and
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otherwise among both companies. These troubles
continued to increase until the agricultural interest of
both companies [HBC and Puget Sound Agricultural
Co.] were utterly destroyed (Tolmie 1878:12, 14).

Many of the records show that, indeed, both McLough-
lin and Douglas gave livestock and seed to the early settlers
expecting to be repaid. Most settlers did not repay their
debts; by the mid 1860s, after the land squatting noted
above began, over 6000 cattle and an equal number of
sheep had been ‘stolen’ by neighbors (Murray 1986:33).
Many of the early American settlers who arrived prior to
the gold rush of 1848 also recounted the injustices done
by settlers to McLoughlin, without whose help they would
not have survived.'? It would appear that part of the settler
movement against McLoughlin following, and despite, his
claim for U.S. citizenship might have been an unwilling-
ness to acknowledge his large part in their successes as
emigrants.

Emigration North of the Columbia River

The area that became the Washington Territory had been
settled, prior to the signing of the Oregon Treaty in 1846,
almost exclusively by First Nations and HBC members, in
no small part because of the HBC policy which refused to
grant land to settlers north of the Columbia. Because of
the continuing presence of the Puget Sound Agricultural
Company, a HBC offshoot, the history of emigration into
Washington territory was different from that of Oregon.
Widespread immigration to the area did not begin until
the California gold rush in 1848-49. In 1853, Major Isaac
L. Stevens was appointed governor and superintendent of
Indian Affairs of the Washington Territory. Trained in sur-
veying, he worked to ensure that a railway route from the
east terminated at one of the Washington harbors. Stevens
was ambitious and, with his control of the governorship
and Indian superintendency, he was able to extend patron-
age (Ficken 2002:24-25). By July 1854, he consolidated
his power by prohibiting British trade with Washington
Territory Indians, effectively cutting the HBC hold in the
area (Ficken 2002:24).

The imposition of the border in 1846 precipitated many
changes in the old Oregon and New Caledonia territor-
ies, which included the Columbia River valley and British
Columbia, especially in regard to First Nations. South of
the border, as soon as U.S. dominion was in place, both
the Oregon and Washington Territories began to address
the issue of extinguishing Aboriginal title to land. North
of the border, in the (still separate) colonies of Vancouver
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Island and British Columbia (then called New Caledonia),
the Hudson Bay Company under James Douglas struggled
to maintain its trading position and, simultaneously, at-
tempted to assert British control through heavily con-
trolled settlement. As described by former members of the
HBGC, these settlement efforts were, possibly intentionally,
less than successful.

The Charter of the Hudson Bay Co. from the British
Government to colonize the Island turned out a
complete failure[,] the interests of the Company as
fur-traders rendering it necessary for them to do all
in their power (sub rosa) to discourage immigration
altho’ in accordance with the terms of said Charter
they were bound to foster it and afford every assist-
ance to settlers. [...] The obstructive and exclusive
policy of the Hudson Bay Company continued un-
impeded until some time after the expiry of my term
of service with them (4™ August 1857) when in the
Spring of the following year occurred the first great
gold excitement—people coming up from California
by thousands and forcing their way up the Fraser
River despite the frantic efforts made by the Hudson’s
Bay Co. to stay the (to them) unwelcome tide of im-
migration.... (Deans 1878:3-4).

The problems with settlement in the British territories
appeared in part to be caused by the difference in the price
of land south of the border. By the Oregon Donation Act
of 1850, each married couple would receive a free grant of
some 640 acres following a four- or five-year occupancy
of that land. This Act of Congress, in force for only about
five years, had been anticipated by the American Oregon
settlers since the mid 1820s and was the impetus behind
the move for many. HBC employee James Cooper (b.1821
Wolverhampton England), who served as master in com-
mand of trading from London to Fort Vancouver and Van-
couver Island in 1844, contrasted the Oregon practice with
Hudson’s Bay Company control over settlement north of
the border:

In 1848 the first overtures were made between the
British Government and the Hudson’s Bay Company
with reference to the colonization of Vancouver Island,
the Hudson’s Bay Co. undertaking to send out certain
numbers of Colonists and prepared a prospectus [to]
hold forth certain inducements (as understood by the
Company) to emigrants.

The price of land was held at £1 Sterling per acre,
and for every 100 acres bought, the purchaser was

bound to import four persons, the price of land and
the above restrictions precluded the possibility of
colonization, the superior advantages offered by the
U.S. government also greatly militating against the
consummation of the scheme. The question might
however fairly be put whether this arrangement was
not more in consonance with the general trade and
designs of the Hudson’s Bay Co. to impede coloniza-
tion than a bona fida [sic] inducement for the settlers
to enter the country. (Cooper 1878:2-3)."

Discourses of Divergence from the East

Just as the Old Northwest was the ideological and geo-
graphic starting point for many of the American emigrants
to the Oregon Territory, so the ideologies of elite Upper
Canadians and British informed the discourses of the
post-HBC settlers on Vancouver Island and in mainland
British Columbia. A particularly colorful description of
this attitude is found in an interview with C.A. Bayley
from England, who arrived at Victoria Harbor in 1849 to
become a successful merchant and later a member of the
colonial government:

One interpretation put upon the letters H. B. C. was
Here before Christ judging from the rude customs
and manners of the employees of the Company and it
was not till the introduction of white men from the old
country that they became civilized. It is a poor com-
pliment to pay them but they deserve it. I had letters
of introduction to Gov. Blanchard who received me
cordially on their presentation; he told me he was so
disgusted with his position that he had sent his resig-
nation, as he had no power or authority, as it was all
Hudson Bay Authority and his was not recognized,
and no power to support his position (Bayley n.d.:5,
italics added).

Bayley’s description of the HBC members earlier in
the interview was equally scathing: “The Officers of the
H. B. Co. were in those days in as crude a state [as the
‘half breeds Iroquois, French Canadians and Kanakas’],
and were only one degree removed, they had a white skin.
Proper allowance has to be made for men who had been
raised and educated up to an Indian Standard” (Bayley
n.d.:3). Notice that Bayley’s attitudes about the Hudson’s
Bay Company officers was couched in similar terms to
those used by the American settlers to discount the status
of members of the Hudson’s Bay Company.
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This attitude about the leadership of the Hudson’s Bay
Company in the British colonies was followed by political
shifts as well. In 1851, after a brief attempt by Richard
Blanshard to function as governor, thwarted by “lack of
preparations for the governor, the colonists, and farm bail-
iffs sent from England” (Fisher 2000:4), Blanshard quit,
opening the way for James Douglas to step in as governor
and vice-admiral of Vancouver Island as well as chief fac-
tor of the HBC. In the late 1850s, the gold rush reached
the Queen Charlotte Islands, and Douglas was forced to
address the tens of thousands of miners who streamed
to the Vancouver Island and British Columbia colonies.
One of Douglas’s initiatives was to allow only “British
subjects [to] purchase land, but all those who applied for
naturalization could obtain it” (Fisher 2000:6). Because
he relied on a limited number of contacts, many of whom
were family members, to fill top positions in the govern-
ment, Douglas’s detractors, many of whom had come to
Vancouver Island from the U.S., often complained of a new
family compact in the Pacific colonies. However, Douglas
effectively retained control of the colonies for the British
through a variety of means, as recounted by Henry Roder,
a native of Ohio who arrived in Bellingham Bay in 1852
after spending two years in California. In this excerpt,
Roder presented a very American assessment of Douglas’s
skill in maintaining British ascendency in the area. There
is a certain degree of admiration for Douglas’ ability to
forestall the American effort that was countered by an
obvious dislike for a top-down government where a single
person determined law and policy:

During the Fraser River excitement the feeling of
the Americans was that although the mines were in
British Columbia they wanted the starting point on
the American side rather than at Victoria. Whatcom
was selected for that point. The California Stage Co
were going to run a line of stages right into the mines,
and when the thing was properly under way Gov
Douglas issued a proclamation that all freight and
passengers entering British Columbia should enter
by the mouth of Fraser River and clear at the Custom
House at Victoria. That just let everything out. The
Americans had not looked ahead that far. Of course
that just put a damper on everything at Whatcom.
We had laid out a town. People ran up from San
Francisco and Sacramento by the thousands. Those
large steamers came up here and landed thousands
of passengers at a trip. The steamers would land them
there at Victoria too, whichever place they preferred.
Whatcom would have had the ascendency if it had
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not been for the English obstruction that they laid
against the route. It was like an embargo. All the laws
enforced then were by proclamation of the Governor.
That was before they had a house [sic] of Assembly
(Roder 1878:6-7).

Joseph Trutch, who stepped in to follow Douglas in
1864, was an engineer and surveyor from Ashcott, England.
Trutch went to San Francisco in 1849 and lived the next
nine years in the U.S., working as surveyor and building
contractor for town-sites in Oregon and Washington. In
1852, he became assistant surveyor in the surveyor gener-
al’s office and in 1855, after marrying his supervisor’s sis-
ter-in-law in Oregon, moved to Illinois where he worked
on the Illinois and Michigan Canal and did some business
in land speculation in Chicago (Fisher 2000:1). As histor-
ian Fisher wrote: “When the Fraser River gold-rush began
in the spring of 1858, Trutch was attracted to the new
colony on the west coast. British Columbia, he wrote to his
brother John, who later joined him there, that it seemed
like a place where Englishmen could live ‘under our own
laws and flags.... ™ (Fisher 2000:4). When Trutch came
into office, he, like Douglas, surrounded himself with close
friends and family who held key—and lucrative—pos-
itions. Unlike Douglas, his allegiances were all to England
and when, 30 years later, he ended his political career in
British Columbia, he moved back to England. The shift
to Trutch’s regime marked the end of the Hudson Bay
Company’s prominence and signalled the start of recruit-
ment of “acceptable English” emigrants, such as retired
officers of the Crimean War to oversee colonization.

Divergence and Convergence in
First Nations Treaties across the Border

The impact of the imposition of the border on First Na-
tions or Indians, in the Northwest Pacific region was
enormous. Because the Hudson’s Bay Company was so
well established in the Oregon Territory, its policies, noted
earlier, took precedence. In the period of 1811-34, that
meant that First Nations, or Indians, were viewed as trad-
ing partners and, often, as marriage partners. Later, these
same people were constructed as “the enemy” by settlers
north and south of the border. Settlers on both sides of the
border dismissed people tied to the indigenous population
and, on that basis, rejected claims for settler status and
land by HBC employees as well as early Canadian, Métis,
Kanaka, and other mixed blood settlers.

When the border was imposed, brought on by the
overwhelming emigrations by American settlers, one of
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the first concerns south of the border was to open land to
settlement. The Oregon Treaty of 1846 recognized Indian
title to lands and clearly outlined that “settlers are not to
settle on or occupy land in use by the different Indians
until such land is ceded to the United States by treaty” (as
cited in Robbins 1986:55). However, the negative attitudes
about First Nations (Indians) that the settlers carried from
the Northwestern Territory made it easy for them to justify
removal by any means. The discourses promoting Indian
wars was widely espoused by westward-looking Amer-
icans across the country:

Although the activities of settlers during this per-
iod [the 1850s] were directly responsible for both
the destruction and the removal of native peoples,
spokesmen for American expansion—men like
Senators Thomas Hart Benton and Lewis E. Linn of
Missouri—shaped the ideological fabric. Benton, who
proposed earlier as editor of the Missouri Enquirer
that “the Children of Adam” should march west to the
Pacific Ocean later sponsored a land bounty for white
settlers who would defend Florida against Indians:
“Armed occupation was the true way of settling a
conquered country. The children of Israel entered the
promised land, with the implements of husbandry
in one hand, and the weapons of war in the other”
(Robbins 1986:58).

Following a memorial from the Oregon territorial legis-
lature in 1849 asking the U.S. Congress to move Indians
from the Willamette Valley, Anson Dart was appointed to
extinguish Aboriginal title to all lands in western Oregon.
According to Robbins the commissioner of Indian Affairs,
Luke Lea,

believed that the white population was closing up the
western frontier, leaving two choices for the Indian:
“early civilization or gradual extinction.” [Lea] urged
Dart to rely upon missionaries to use their influence
“in restraining [the Indian’s] wild, roving and preda-
tory disposition” and to bring them “to the habits of
civilization.” ... Dart’s instructions explicitly state
that he was to provide for the removal of all native
people to an area east of the Cascade Range ... [but]
Dart disregarded his instructions and made treaties
with nineteen groups that provided for small en-
claves of reservation land throughout western Oregon
(Robbins 1986:56-57).

Dart’s successor Joel Palmer did away with the western
Oregon reservations set up by Dart, moving the Indians
onto four reservations on the Oregon coast. Dart wrote
to the commissioner of Indian affairs about

the openly admitted war of extermination waged
against the Rogue Indians. He attributed most of the
trouble between Indians and whites in the valley ‘to
the mistaken policy of permitting the settlement of
the country prior to the extinguishment of the Indian
title and the designation of proper reservations....
The renewal of fighting in southern Oregon, he in-
sisted, ‘is wholly to be attributed to the acts of our
own people ... The future will prove that this was
has been forced upon these Indians against their will’
(Robbins 1986:58-59).

In the Washington Territory, treaty making was ap-
proved by Congress in 1854. Governor Stevens “vowed to
‘accomplish the whole business, extinguishing the Indian
Title to every acre of land in the Territory’ prior to arrival
of the fall wagon trains in 1855” (Ficken 2002:45). Steven’s
model was the recently completed “Omaha treaties;” a
treaty template for the Washington Territory was drafted
by G. Gibbs, a Harvard-trained lawyer. Stevens added one
turther provision to the treaties: “The right of taking fish,
at all usual and accustomed grounds and stations, is fur-
ther secured to said Indians in common with all citizens of
the Territory’ because ‘It was ... thought necessary to allow
them to fish at all accustomed places since this would not
in any manner interfere with the rights of citizens and was
necessary for the Indians to obtain a subsistence” (Ficken
2002:45-46). Stevens’s heavy-handed dealing with both
First Nations and the military took the form of having
to “demonstrate strength in order to ‘discourage further
violence™ to the point that, in 1856, Stevens declared that
“The [Yakama] war shall be prosecuted until the last hos-
tile Indian is exterminated” (cited in Ficken 2002:49). The
U.S. military disagreed with Stevens’s actions, and at the
end of “Stevens’ War,” the Army refused to comply with
Stevens’s demand that they turn the Indian fighters over
for punishment by civil authorities. In a statement which
echoed the discourse of the Old Northwest, Stevens de-
clared that the “wanted Indians were lawbreakers, rather
than prisoners of war, and must not be set free” (Ficken
2002:51)."*

In both Oregon and Washington, the “Indian wars”
were considered by many of the early (pre-gold rush) set-
tlers to be a total disgrace. According to Jesse Applegate:
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The Indian wars were the main historical incidents
of the period—These in their bringing on, as well as
management reflect no credit upon the Whites—since
1849 a new element, the gold hunters, was added to
the population, having few if any of the virtues of the
early pioneers. The prompt assumption of the Cayuse
War debt by the Government being a precedent, sug-
gested an easier mode of obtaining gold than digging
it from the bowells [sic] of the earth—If new diggings
were sometimes difficult to find, a new Indian war
was easily provoked, which served their purpose
equally will [sic]—

When the supply of water began to fail in the sum-
mer an Indian war was almost sure to be inaugerated
[sic] in Southern Oregon and Northern California....
(Applegate 1878:45).

Tolmie, who was translator for the Nisqually band’s
treaty negotiations with Stevens, made similar observa-
tions about Indian wars and their use in lining the coffers
of the post-gold rush settlers:

In 1849 and on to 1854 Indians were comparatively
quiet. Then Major Stevens U.S.A. gov of Washington
Ter. appointed by the president, for that purpose
set about making treaties with the Inds of OR &
Washington for the transference of their lands to the
U.S. gov.

The work was gone about rashly and hurriedly.
The Ind[ian]s were not listened to, as they should
have been upon so important a matter, and the res-
ervations dictated to them by the U.S. authorities,
were much smaller than they thought themselves
entitled to....

An active and stirring proportion of the people
of Washington and Oregon desired an Indian war
hoping to make money out of it, by selling horses
and supplies at three or four [times the] prices to the
gov. and otherwise. The Ind[ians], & whites became
very suspicious of each other, and busy bodies both
Indian and white, by carrying tales intensified this
feeling (Tolmie 1878:24).

North of the border on Vancouver Island, Douglas,
as chief factor of the Hudson’s Bay Company, attempted
to purchase lands for reserves prior to white settlement.
While these enclaves were not large, Douglas attempted
to reserve villages, agricultural land and sacred areas (cf.
McKee 2000:16-17). These reserves were often adjacent
to what would become white towns. These treaty and
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purchases, consistent with those in Upper Canada, were
greatly hampered by the reluctance of the British govern-
ment to assume financial obligations in its colonies. The
colonial government did set aside money for some treaties,
but according to C. McKee, “despite some rather strident
public protests and newspaper editorial opinions, the lat-
ter of which referred to unextinguished Aboriginal title
as a serious impediment to settlement, no treaties were
concluded after 1854” (McKee 2000:15-16). Following
Douglas’s retirement in 1864, even those reserves that he
had acknowledged were greatly reduced in size.

Trutch, who moved into Douglas’ position, denied
Aboriginal title altogether, as outlined in an address he
made in 1870:

The title of the Indians in the fee of the public lands,
or any portion thereof, is distinctly denied. In no case
has any special agreement been made with any of
the tribes of the Mainland for the extinction of their
claims of possession; but these claims have been held
to have been fully satisfied by securing to each tribe,
as the progress of settlement of the country seemed
to require, the use of sufficient tracts of land for their
wants of agriculture and pastoral purposes (British
Columbia, Appendix B, Papers Connected with the
Indian Land Question, 1858-1875, Victoria: Queen’s
Printer, 1875, cited in McKee 2000:18).

Trutch was directly responsible for the reduction of the
size of reserves of the Shuswap Nation and those of the
Lower Fraser Indians. As Trutch wrote in his 1867 report:
“The Indians really have no right to the lands they claim,
nor are they of any actual value or utility to them; I can-
not see why they should either retain these lands to the
prejudice of the general interest of the Colony, or be al-
lowed to make a market of them either to Government or
to individuals” (ibid. cited in McKee 2000:19). That Trutch
held similar interests to other white American and British
settlers is clear; his interactions with First Nations years
earlier around Puget Sound only strengthened his preju-
dices against them. Later, when he moved into the role of
governor, rather than give up control of First Nations land,
he gave the position of Indian reserve commissioner to his
brother-in-law Peter O’Reilly.

Conclusion
The imposition of the border across the original Oregon

Territory created both geographic and ideological div-
isions between Americans and the “British” When the
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Hudson’s Bay Company went west, it adhered to an ear-
lier ideological position, inherited in some ways from the
French trading practices of the old Northwest, of limit-
ing settlement to ensure a viable fur trade. As Douglas
and others adapted to the responsibilities of governing
the British colonies, they retained the “top down” style of
governing which fit comfortably with the creation of an
elite or family compact and a stratified society. That was
in keeping with the Upper Canada model where main-
taining a strict social hierarchy, letting in the “right kind
of person” and making good were uppermost values. Al-
ternatively, the Americans honed their identities as rugged
individualists, fighting the environment, Indians and the
British—and making money—just as they had in the Old
Northwest Territory. With respect to settler land claims,
Americans portrayed the image of “doing it themselves,”
whereas the nascent Canadians received land based on
rank and loyalty to the British Crown. When the second
generation of British settlers, heavily mixed with Amer-
ican settlers, ultimately arrived in the British Columbia
colonies, the Upper Canada model eclipsed the more so-
cially inclusive one of the HBC.

When the Americans went west, they typically moved
from places in the Old Northwest, carrying their ideo-
logical baggage and expectations with them. The Oregon
emigrants were not sent by the government to colonize
the land; the people colonized it (albeit with the help of
John McLoughlin, James Douglas, and the Hudson’s Bay
Company) and brought their government in after the fact,
just as they had in Ohio. Forced northward, Douglas made
the transition of the region from a Hudson’s Bay Com-
pany region to a British colony. The carefully designed,
top-down view of settlement in the British colonies did
not work as well as many wished, but the gold rush took
care of (white) peopling the area, and Trutch moved in to
make it into a proper British settlement, although he later
claiming that British Columbia was “in all respects but
climate, a good place to leave” (quoted in Fisher 2000:4).
In many ways, Trutch and Stevens were counterparts; both
were surveyors and engineers; both were instrumental in
bringing the railway to their regions; both held little regard
for First Nations and were committed to extinguishing or
denying title in the interest of the “superior” white settlers.
On both sides of the border, the position of the First Na-
tions went from partner to, at best, an impediment to fully
realizing agricultural and cultural goals and, at worst, to
the object of a war of extermination.

The migration of discourses from the Old Northwest
and Upper Canada to the Pacific Northwest was found
most clearly in the statements about First Nations peoples

whose lands the settlers claimed. The treaty-making efforts
in the four territories, Oregon, Washington and Vancou-
ver Island and British Columbia under Douglas, directly
reflected the treaty-making processes of the 1830s in both
Upper Canada and the Old Northwest. Trutch’s refusal
to recognize Aboriginal land title displayed an attitude
that was yet another generation removed from the early
traders. Although their attitudes reflected those of Pres-
ident Jackson and Lt. Governor Bond Head in the 1830s,
the American “pioneer settlers” of the generation prior
to the gold rush still recognized that the land they had
entered was not terra nullius. The stories of the Métis set-
tlers in the Pacific (cf. Johnson 1995), which included the
children of key figures such as John McLoughlin, show
how these “middle ground” people were forced to make
choices about their identities as First Nation or as white. In
both regions and on both sides of the border, people were
forced to choose increasingly narrow definitions of self to
conform to the perceptions of the dominant settler com-
munity in their region and on their side of the border.

Notes

1  We wish to thank the Social Science and Humanities
Research Council of Canada for support of our grant en-
titled “Imposed Sovereignty: Comparing the Impact of
the USA/Canadian Border on First Nations and Middle
Ground People in the Great Lakes region (1750-1846)
and the Old Oregon Territory (1810-1872).” We also
wish to acknowledge the logistical support offered by the
Center for Canadian and American Studies at Western
Washington University and the Center for Canadian
Studies at the University of Washington, where both
authors were visiting scholars in 2004.

2 John Jacob Astor’s Pacific Fur Company trading post
on the mouth of the Columbia River, Fort Astoria, was
established in 1811. It was taken over by the North-
west Company in 1814 and then by the Hudson’s Bay
Company when the Northwest Company and the HBC
merged in 1821.

3 The term “Métis” is contentious; it is not recognized
atall in the U.S.A. and, for many Canadians, it is used
to refer exclusively to people of mixed French and Na-
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tive American (typically Algonquian) heritage. When
capitalized in this paper, Métis refers to this specific
group, but when not in capital letters, it refers more
generally to people whose parentage was a combina-
tion of Native and non-Native. Such designations were
central to the construction of “others” in the history of
Canadian/British and U.S. border relations and must
be addressed. The problems inherent in the naming of
groups echoes problems that have remained typically
invisible to the alternate group throughout the history
of the emergence of the U.S./Canadian border.

In the H. H. Bancroft interviews of early Oregon Terri-
tory settlers conducted in 1878, the term Canadian was
used to refer only to those born or raised in especially
Lower Canada. Like the current use of Canadien, Can-
adian in this context implied North American French
origins.

Again the term is considered inaccurate, especially for
thoseliving directly north and south of the U.S. border.
However, the early document commonly use the term
“American” to designate people from the United States,
and so we continue this practice throughout the paper.
Similar to the difficulties with the use of the designation,
Meétis, the use of the term, ‘Indian’ is problematic for
readers across the U.S.A./Canada border. ‘First Nation’
is the current term of choice used by First Nations in
Canada where the term “Indian” is considered appro-
priate in the U.S.A. However, First Nation apparently
has little or no meaning in the U.S.—or so it has been
constructed—and the term “Indian” is considered de-
rogatory when used as an out group designation north
of the border. We recognize these difficulties but have
decided to use the term that would be appropriate for the
group in question, further entrenching the border(ed)
distinctions that have emerged.

This event was recounted by William Fraser Tolmie:
“At Fort Vancouver the H.B. Co. had given employment
to the better behaved of the American frontiersmen
settled around, in shingle making for home use and
export to the Sandwich Islds. In 1844, it encouraged
some of these,—Messrs Kimball, Simmons, Crockett,
Jones, Bush (colored), Gorden, others to settle on Puget
Sound, and engage in the same business. This was the
commencement of the American settlement of Puget
Sound” (Tolmie 1878:13).

Keep in mind that, throughout these early documents,
the use of the term Canadian refers specifically to the
French, Native, and Métis population that originated in
Lower Canada and the Red River Valley.

10

11

12

13

14

This statement glossed over the on-going tribulations
faced by McLoughlin in his endeavor to have his claims
and purchase recognized. For a detailed description of
the efforts by a group of American missionaries, settlers
and lawyers to dispossess McLoughlin and his heirs of
his lands at Oregon City, see Morrison 1999.

As outlined by Van Kirk (1983), Grover’s perception
of policy was quite mistaken. By 1806, the North West
Company had a policy against marrying pure-blood Na-
tive women and, in its first years, the HBC was severely
constrained in its trading efforts by its policy against
fraternizing with Native women. George Simpson was
one of the first men to bring his British wife to the Pacific
Northwest, but those women who had been raised in
privileged circumstance in the British Isles were unable
to adjust to life in the Pacific Northwest until the region
was more heavily settled.

The rhetoric of “civilization” was central to President
Jackson’s speeches concerning Indian removals in the
1820s and 1830s and was echoed in the Bond Head
removal treaties of Upper Canada in the mid 1830s.
See: Valentine and McDougall (2003) and McDougall
and Valentine (in press) for more extended analyses of
converging and diverging rhetoric that arose in the Old
Northwest and Upper Canada between the 1790s and
1830s. Many of these themes were carried to the Oregon
Territory by both American and British settlers.

The HBC in the Pacific Northwest were self-sufficient
posts and had extensive acreage under cultivation.
When the Provisional Government was set up in 1842,
wheat became the official monetary standard—prior to
that there was a barter system—so that the loan of seed
allowed settlers access to a monetary base.

Deans made similar statements about the relative cost
of land north and south of the border: “Population was
retarded a good deal on account of the high price of
lands. Farms in those days were charged for at the rate
of one Pound Sterling an acre. A good many people
would have settled here, but as the land on the other
side—Washington Territory—was only a dollar an acre,
they preferred casting their lot with ‘Uncle Sam.” The
land here was reduced subsequently to a dollar per acre
and the results were most beneficial as large areas of the
public domain were purchased and settled. Saanich was
settled under the $5 an acre system. The land too was of
superior quality” (Deans 1878:14).

An example of Steven’s obvious disregard for Indians
and their rights to land are evident in Ficken’s (2002)
account of the opposition by the Puget Sound, Nisqually
leader, Leschi. Stevens formally pursued Leschi in the
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courts and “fortified a politically important argument
blaming the Indians, not his treaties for the war.” In
the midst of this (court) battle, Leschi’s brother was
“murdered while under guard in the governor’s Olympia
office. Although their identities were widely known, the
killers escaped prosecution. Stevens expressed more
outrage over the killing taking place ‘in the Executive of-
fice’ than with the crime itself. Later Leschi was taken to
trial for murder but that ended in a hung jury. A second
trial came up with a guilty verdict, but people learned
who the real killers were and clemency was supposed to
be extended, but mob rule insisted that Leschi be hung,
which he was as Stevens was not willing to ‘face down
amob’” (Ficken 2002:51-52).
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Sovereign Incantation:

the Division of the old Oregon Territory’

Allan K. McDougall and Lisa Philips Valentine

he practice of sovereign states negotiating their

entitlement to pieces of the world was in full voice

by the eighteenth century. The Treaty of Paris of
1763, which played such an important role in Canadian
history when it shifted Canada from France to Britain,
in fact, shifted French and British sovereign entitlements
to land around the world. Canada was only a small piece
of the geopolitical shuffle. The agreement was predicated
on the belief that the state was the unit of power and that
the state had the ultimate power to regulate affairs within
its territory and to maintain order for its society.” Indeed,
this linkage of state with society preceded the rise of the
state on the international stage and, given its west Euro-
pean source, was closely linked to two exclusionary terms
— Christian and civilized.? Treaties between states were
binding on the signatories unless they had a subsequent
war, then entitlement was renegotiated.

Given the turbulence of international affairs, treaties
rapidly became precedent when justifying entitlement
in negotiations. States were accepted as rational actors
and commitments in one treaty were extended to others
in a linear fashion. International law became a body of
enshrined and multi-faceted commitments by sovereign
actors as compiled in past treaties, or sovereign statements
such as acts of Parliament or Congress which ratified those
treaties or asserted national/international claims. Negotia-
tion became based not only on the agenda of a state but
also on the way in which past commitments could be har-
nessed to current claims or strategies by plenipotentiaries.

The United States became a player in this game through
the Treaty of Paris 1783, which established its member-
ship in the sovereign, civilized and Christian club. That
treaty defined borders for its sovereign domain and a set of
commitments which would confirm its entitlement to the
rights described in the treaty. It also gave the U.S. a place
in the international lattice work of agreements enshrined
in the history of international treaties. The cost of admis-
sion to the club included a successful military campaign
and then, to tidy up affairs, provisions for the compensa-
tion of the losses of persons who sided with Britain in the
revolutionary war. The subsequent history of the U.S.-Brit-
ish border is framed in sovereign discourse and invokes
precedents agreed to by members of the statist club.

An incantation is defined by the American Heritage
Dictionary as “a ritual recitation of verbal charms or spells
to produce a magic effect, or a formula used in ritual reci-
tation; a verbal charm or spell” If one examines the west-
ern coast of North America between 1810 and 1875, the
capacity of the sovereign chorus to determine the future
of the region invokes a significant magic at play. The link
between law and society which was fundamental to the
emergence of sovereignty in Europe, was absent. On the
Pacific slope imperial powers were not “grounded” so their
sovereign chant which set a border across the landscape
emanated from heaven or hell depending on the predis-
position of the local audience. In 1810, when the chant
started, the regulation of ongoing life was rooted in local
customs and corporate practices. Within three genera-
tions, newcomers had arrived, traded, fought, and set up
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an international commercial network. Some relocated,
while others gutted the core of the trading enterprise. The
new settler community which emerged, in turn, was chal-
lenged to fit in the statist mold and, in conforming, again
divided, all to the cadence of an alien chant of sovereign
entitlements distant from that place.

The sovereign cant adhered to the practices of inter-
national law as defined by the sovereigntist club. Asser-
tions of entitlement were couched in precedent and terms
of significant claims to their discourse. In this paper, these
assertions are isolated as cants since they are repeated with
little or no change over more than quarter century of ne-
gotiations. The cants are countered by a gradually evolv-
ing set of explicit sovereign claims and assertions which
reflect the changing perception held by the negotiators of
the region.” The resulting evolving incantation created a
border across the region which had a profound impact on
social and economic affairs of those living in the region.
This paper will study that incantation.

The Exposition

On the Pacific Coast of North America, a border was
drawn through what had become known as the (old) Ore-
gon Territory by two contesting states, the United States
of America and Britain. Both claimed right to the land as
states under international law. For a while they agreed to
share the land since they could not agree on who should
have the title. After almost ten years of occupancy, they
met again to resolve their differences but failed. Parting,
they agreed to continue as they had until one side peti-
tioned to end the arrangement. Finally, when the Ashbur-
ton-Webster Treaty resolved issues between the states in
the east, the way was opened for the determination of the
border in the west. By Convention signed on 15 June 1846,
a border was set dividing the western territory by cutting
it almost in half. An encore punctuated by a punctured
pig led to the completion of the division through the Gulf
of Georgia and Straits of Juan de Fuca with the Emperor
of Germany entering for a brief appearance.

Cantus Firmus

The cantus firmus was comprised of three cycles, the
Nootka Cycle, the Entitlement Cycle with variations, and
the Discovery Cycle. All were repeated persistently. A
sovereign chorus appeared from time to time to comment
on each cycle, with a final crescendo followed by the exit
of the major players and the appearance of the back-room
staff singing in harmony.

184

There were four major voices in the discourse of sover-
eignty: first was France, whose voice diminished over time;
then Spain who had a slightly longer part. The United
States appeared late but had a major role, at times over-
whelming the final part, which fell to Britain. The con-
struction of sovereign entitlement to the western slope
of the Rockies was the subject of the piece. Differences
between voices set the melody and, at times, the rhythm.
A crescendo in the form of a political petition for land in
the west marked the half time intermission and a political
outburst entitled “54 40° or Fight” involving most of the
percussion section marked the climax, which was followed
by a brief return to routine negotiations and the conclu-
sion of a treaty.

The Nootka Cycle

On 20 October 1790, Britain and Spain signed a conven-
tion which acknowledged the right of both to fish, trade
and settle on the Pacific Coast north of already established
Spanish settlements.® This treaty meant that, even though
the United States signed the Treaty of Florida with Spain
in 1819 acquiring Spain’s rights north of the forty-second
parallel, Britain retained equal rights through its ear-
lier treaty with Spain. The Nootka Cycle also espoused
equality in rights between the two nations. That equality
subsequently became enshrined in the 1818 Convention
between Britain and the United States which opened the
territory equally to both.

The Nootka Cycle was repeated throughout but, start-
ing in November 1826, the “sovereign chorus” chimed in
response:

Those stipulations permitted promiscuous and inter-
mixed settlements every where, and over the whole
face of the country to the subjects of both parties;
and even declared every settlement made by either
party, in a degree common to the other. Such a state
of things is clearly incompatible with distinct jurisdic-
tion and sovereignty. The Convention therefore could
have had no such object in view as to fix the relations
of contracting Powers in that respect. On that subject
it established or changed nothing, but left the parties
where it found them, and in possession of all such
rights, whether derived from discovery or from any
other consideration as belonged to each, to be urged
by each, whenever the question of permanent and
separate possession and sovereignty came to be dis-
cussed between them.®
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The Entitlement Cycle

The entitlement cycle was more complex, focusing on the
body of precedent in international agreements which sup-
ported the sovereign claims of the two parties. First, the
United States argued that, by the Treaty of Florida 1819
and the Convention with Russia in 1824, it had acquired
their rights to the Pacific Coast north of the forty-second
parallel and south of 54 40°. It then continued to invoke
the purchase of Louisiana Territory from France. This
theme contained a counterpoint that France had ceded
the territory, which was limited to the watershed of the
Mississippi by a treaty with Spain in 1763.7 Next, the
United States invoked the British practice in their colonial
Charters between 1580 and 1732 of setting the boundaries
for the original colonies from the Atlantic to the Pacific
Ocean with the added refrain that, since the United States
purchased Louisiana, its borders should be extended west
following British practice to the Pacific coast. This was
then amplified by invoking a convention under the Treaty
of Utrecht, which set the boundary between the Louisiana
Territory and the Hudson Bay Company land as the forty-
ninth parallel.?

The Discovery/Occupancy Cycle

This cycle contained two voices in counterpoint. The
United States presented a litany of claims starting with
Grey and his discovery of the mouth of the Columbia Riv-
er, then invoked Lewis and Clark and their travels down
the river in 1805, and finally reminded the listener that the
United States had also inherited all the rights of discov-
ery of the Spanish explorers through the Florida Treaty.
The British voice repeated the Nootka convention and its
claim of equality with Spanish rights and thus the rights
claimed by the United States. The British counterpoint
then recounted the discoveries and claims of Drake, Cook,
Vancouver and especially Lt Meares of the Royal Navy.’
A second theme in the cycle related to occupancy and
here the argument became more complex. The British
through the Hudson’s Bay Company were the effective
occupants of the territory. However, American settle-
ments had grown rapidly in the 1830s, and the discourse
changed markedly to reflect their growing size in later
negotiations. By 1828, bolstered by Thomas Benton and a
section from Missouri, the occupancy theme was linked to
the sovereign chorus which interjected: “the British only
claim joint jurisdiction over the whole territory while the
United States claims exclusive or sovereign jurisdiction

over the southern half. Over time the United States will
win; it is its destiny*
At a more detailed level the United States argued:

If the present state of occupancy is urged [sic], on the
part of Great Britain the probability of the manner
in which the territory west of the Rocky Mountains
must be settled belongs also essentially to the subject.
Under whatever nominal sovereignty that country
may be placed, and whatever its ultimate destinies
may be, it is nearly reduced to a certainty, that it will
be almost exclusively peopled by the surplus popula-
tion of the United States. The distance from Great
Britain, and the expenses incident to emigration,
forbode the expectatively small scale. Allowing the
rate of increase to be the same in the United States
and in North American British possessions, the differ-
ence in the actual population of both is such that the
progressive rate which would, within forty years, add
three millions to these would within the same time
give a positive increase of more than twenty millions
to the United States.'

The Sovereign Chant

During the sovereign negotiations, the details of the oc-
cupation were open to dispute on a number of grounds.
All were repeated in response to the British claims of oc-
cupation. The first was the distinction between a state and
a commercial treaty or organization. At times, the Nootka
Treaty was cast as a trading agreement and the Hudson’s
Bay Company was seen as a trading company, which dif-
fers from a sovereign entity. The second dispute was over
the status of Fort George at the mouth of the Columbia
River. The United States claimed it was theirs (commercial
character aside) but the British countered that it had been
sold to the Northwest Company prior to their interven-
tion. In a claim to return the Fort based on the Treaty of
Ghent 1814 Article 1, the British agreed, since they had
dispatched a ship to attack the Fort. British acquiescence
was later invoked by the Americans as proof of their oc-
cupation of the river.

The record of the incident recurred throughout the
negotiations. The following is but one rendition:

Some stress having been laid by the United States on
the restitution to them of Fort George by the British,
after the termination of the last war, which restitution
they represent as conveying a virtual acknowledg-
ment by Great Britain of the title of the United States
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to the country in which the post was situated: it is de-
sirable to state, somewhat in detail the circumstances
attending the restitution.

In the year 1815, a demand for the restoration of
Fort George was first made to Great Britain by the
American government, on the plea that the first
article of the Treaty of Ghent stipulated the resti-
tution to the United States of all posts and places
whatsoever, taken from them by the British during
the war, in which description Fort George (Astoria)
was included.

For some time the British Government demurred
to comply with the demand of the United States,
because they entertained doubts how far it could be
sustained by the construction of the treaty.

In the first place, the trading post called Fort
Astoria, (or Fort George) was not a national pos-
session; in the second place it was not a military
post; and thirdly, it was never captured from the
Americans by the British. It was in fact, conveyed in
regular commercial transfer, and accompanied by a
bill of sale for a sum of money, to the British com-
pany who purchased it, by the American company
who sold it of their own free will.

Itis true, that a British sloop of war had, about that
time, been sent to take possession of that post, but
she arrived subsequently to the transaction above-
mentioned, between the two companies and found
the British company already in legal occupation of
the self-acquired property.... 12

Finally, sovereign contiguity was invoked to support
the United States’ claim in various forms but, by 1828 with
the rise of manifest destiny, that construction was linked
to the region’s location in North America.

After 1824, British occupation was exercised through
the Hudson’s Bay Company. Under John McLaughlin, the
company developed an international trading enterprise
which, by 1839, extended from the Russian colonies on
the north to California, Mexico and the Sandwich Islands
on the south.” Trade was in goods, food and supplies. Furs
were the staple that went back to Britain. In 1821, after the
amalgamation of the Northwest Company and the Hud-
son’s Bay Company, the British government passed an act
giving the company the capacity to enforce the laws of the
colony of Upper Canada throughout its domain. The law,
in part, resulted from violence at the Selkirk settlement
on the Red River." In the negotiations over the border the
existence of this statute was brought into play. The United
States argued that it was a sovereign assertion in an area of
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joint occupancy and countered that it wanted the right to
establish military posts in the region since that was their
way of protecting their settlers. Britain countered that the
act was designed to apply to British subjects and not to cit-
izens of the United States." It then continued that the main
thrust of Britain’s proposals was to prevent both parties
from assuming an exclusive jurisdiction.'® Drawing a dis-
tinction between the Hudson’s Bay Company as a private
company and sovereign jurisdiction, Britain continued:
“There was a great difference between the national flag
and that of a private company: and they apprehend that
the erection of the first, by either party, would render the
final adjustment of the boundary line more difficult, and
the preservation of the peace more precarious.”"’

It then demanded a rider from the United States that it
would not assert exclusive sovereignty. The United States
counter proposal offered an interesting insight into the
contrasting views of the two voices on the form of public
order that they assumed.

The establishment of a distinct Territorial Government
on the west of the Stony Mountains, would be object-
ed to, as an attempt to exercise exclusive sovereignty.
I observed that, although the Northwest Company
might, from its being incorporated, from the habits of
the men they employed, and from having a monopoly
with respect to trade, as far as British subjects were
concerned, carry on a species of government, without
the assistance of that of Great Britain. It was otherwise
with us. Our population there would consist of several
independent companies and individuals. We had al-
ways been in the habit, in our most remote settlements,
of carrying laws, courts, and justices of the peace with
us. There was an absolute necessity, on our part to
have some species of government. Without it, the kind
of sovereignty, or rather jurisdiction, which it was in-
tended to admit, could not be exercised on our part.'®

The sovereign tangle ended with a protest by the Brit-
ish that they were reluctant to establish military bases in
the territory but would, if the United States did. Couched
in reference to national symbols, it claimed, “[Britain]
could not acquiesce in acts on the part of the United States,
which would give sanction to their claim of absolute and
exclusive sovereignty, and calculated also to produce colli-
sions having a national character. Occasional disturbances
between the traders of the two countries might be over-
looked; but any question connected with the flag of either
power would be of a serious nature, and might commit

them in a most inconvenient and dangerous manner”*
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The United States countered, shifting the ground to
the Hudson’s Bay Company presence, invoking its cap-
acity to keep the peace by controlling its employees and
marshaling its resources to restrain outrages by or against
the Indians.” Since the British had the Hudson’s Bay Com-
pany, the United States should have the right to estab-
lish courts and to “preserve the peace through a military
force”* The cant of exclusive sovereignty followed along
with its rejection by the British. A final component in the
chorus was a transformation in the status of the Hudson’s
Bay Company itself. The United States contended “that
the British Charters, extending in most cases, from the
Atlantic to the South Seas, must be considered as cessions
of the sovereign to certain degrees, to the exclusion only of
his other subjects, and as of no validity against the subjects
of other States”*

The sovereign chorus asserted and amplified the man-
tra of an exclusive and single sovereign entity over a given
territory. The United States position linked that entitle-
ment to citizenship, excluding others, especially employ-
ees of the Hudson’s Bay Company, its traders and natives
who were cast as part of the corporation or employees and
thus not settlers in their own right. Grants of land to set-
tlers were used to encourage American immigration and
settlers required state protection, including the military.
The British countered that equal access and joint control
were adequate. Their position deviated from the form of
sovereign incantations and, as noted in the cant, would
not withstand the test of time.

In 1840, an article in the St. John’s Courrier,?® a colonial
newspaper on the East coast, reported that the Houses of
Congress were discussing a resolution asserting American
claims to the Oregon territory and authorizing the Pres-
ident to construct a line of forts to protect the Indian trade,
“to preserve the peace between the Indians and whites,”
and to offer 640 acres to each male inhabitant, once the
borders of the territory were set. The governors of the
Hudson’s Bay Company in London reacted. On 26 Febru-
ary 1840, Governor J.H. Pelly wrote to Lord Palmerston,
the British Foreign Secretary, on behalf of the Hudson’s
Bay Company and the Puget Sound Agricultural Com-
pany informing him of the resolution and that it called for
an end of the agreement for joint occupation of the terri-
tory by 1841. Pelly wrote in more detail about the resolu-
tion referred to in the newspaper. He stated in part: “They
then proceed to resolve on the expediency of extending
portions of the laws of the U. States over the Oregon Ter-
ritory, of raising an additional regiment of Infantry for
the purpose of ‘overawing and keeping in check, various
Indian Tribes or any foreign forces who may be in said

Territory or its borders” and of granting portions of 640
acres of land to each white male inhabitant (Citizen of the
U. States no doubt) of said territory.... ”** He continued,
invoking the sovereign theme: “The country in question
termed by the U States Gov’t the ‘Oregon Country’ we
believe to be that valuable and extensive district watered
by the Columbia River and its tributaries, which has been
occupied by British Subjects in the pursuit of Trade and
agriculture for many years, that occupation being founded
on the faith of the claims of Gt Britain to its sovereignty,
on its discovery by expeditions fitted out specially for that
object by the Nation and by enterprising British Subjects
at a heavy outlay of capital in commercial pursuits”*
Pelly then elaborated, not only on his efforts to keep
the foreign office informed of the Hudson’s Bay Company’s
activities, but also on the size of their enterprise.

The Hudson’s Bay Company have greatly extended
their trade and settlements on the Columbia River
and its tributaries, likewise on the Northwest coast,
and interior country employing upwards of one
thousand British subjects in this service, and under
their auspices has lately been formed an agricultural
settlement upon an extensive scale, styled the Puget’s
Sound Agricultural Company with a capital of 200,000
... situated between the north bank of the Columbia
River and Puget’s Sound with a view of forming a
large export trade to England in the articles of wool,
hides, and tallow, and to the Sandwich Islands, other
parts of the Pacific and to the Californian settlements
in grain and other agricultural produce....

Pelly then informed the Foreign Secretary that the ac-
tion proposed under the resolution would prove disastrous
to the Hudson’s Bay Company enterprise and would give
the United States the only arable land suitable for settle-
ment and the only harbor in the region. He concluded by
asking the government to watch over its interests.

On 7 March 1840, Lord Palmerston directed his under-
secretary to look into the matter raised by Pelly. That June,
A. Stevenson, the American ambassador, wrote Lord
Palmerston stating that: “The President of the U States has
recently received information that a grant has been made
to the Hudson’s Bay Company, by Her Majesty’s Govern-
ment of a large and valuable tract of land situate between
the Chehalis River and the Pacific Ocean.... ”? Stevenson
then informed Palmerston that he had been ordered to
conduct an inquiry into the nature and extent of the grant,
since the Convention of 1818 provided for open access to
both countries of all the land on the Northwest Coast.”
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The inquiry was referred to the foreign office, where a
senior clerk and the undersecretary designed the following
response, which shows the strength of the sovereign cant
and its disjuncture from events on the northwest coast.

Should however, the formation by either party of fresh
settlements there be considered as an infringement of
the Conventions, it might become necessary to take
steps for arresting if possible, the operations of the
Puget’s Company but if not, and that I am correct in
thinking that the government can not interfere with
the Hudsons Bay Company, and if I am also right
on the point of view of the locality it would then be
necessary to apprize the Foreign Office, with refer-
ence to Mr. Stevenson’s communication, that Her
Majesty’s Government have not sanctioned any other
grant than that to the Hudson’s Bay Company, which
is only a renewal of a former grant, the existence of
which must have been long known to the govern-
ment of the United States, and that any fresh better-
ment made under the auspices of the Hudson’s Bay
Company must of course have been made with a full
knowledge of the unadjusted claims of both countries
to the territory in question.”

A note from the senior clerk of 26 June 1840 conclud-
ed the analysis and sidestepped the inquiry raised by the
United States.

Mr. Stevenson’s ongoing relates not to the acts of the
Hudson’s Bay Company. But merely to the acts of
the British Government, and it seems to me, that the
answer should be confined within the limits of the
inquiry. Now I do not understand that the new settle-
ment of the Company to which you refer has been
undertaken by them in pursuance of any new grant
or new authority from the Crown, or that the Govt
have done anything more on the subject than simply
to renew the grant to the Hudson’s Bay Company of
their former exclusive privileges of trading. Also I
think that the answer to the Foreign Office should
be to that effect.”

The advice separated the actions of the sovereign state
from the actions of the chartered company, limiting the
authority of the Hudsons Bay Company to those subject
to British sovereignty. This gave an opening which was
exploited later by the United States and its settlers, as the
Hudson’s Bay Company became an occupant whose pos-
sessions and employees, could be compensated for or re-
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moved from the territory within a time frame negotiated
through sovereign incantations. In the interim, the land
was open to those who could acquire a deed, which was a
manifestation of sovereign jurisdiction.

Final Crescendo

By 1844, after the cantus firmus had droned on for over
a quarter century, the ‘Oregon Question’ emerged at the
center of American politics. Bolstered by the Monroe
Doctrine and its slide to manifest destiny, the Democrats
made the claim to the entire Oregon Territory a part of
their platform. In his first inaugural address, Polk acknow-
ledged the plank in his party’s platform when he claimed
the territory for America. In Britain, the Whig govern-
ment and Palmerston were out of office. The new govern-
ment reacted and the potential of war over the northwest
seemed immanent.’" A resolution to end joint occupancy
was debated in Congress and finally passed both Houses
on 23 April 1846. The debate showed the Democratic
Party divided and Thomas Benton, a long time advocate
of westward expansion, made a pivotal address differing
with Clay and advocating the forty-ninth parallel as the
border. Polk remained committed to the Monroe Doctrine
and controlling the west coast, although he was especially
concerned with California. In May, Lord Aberdeen, the
new foreign secretary, submitted a British offer to accept
the forty-ninth parallel and a line south of Vancouver’s
Island as the border. When Polk received the British offer
in June, he discussed it with his cabinet and they agreed
to consult the Senate. The Senate recommended the ac-
ceptance of the British proposal on 12 June, bypassing the
negotiating process. Polk accepted the Senate’s advice and
the boundary was set at forty-nine degrees and the middle
of the main channel through the Gulf of Georgia and the
Strait of Juan de Fuca. The exact location of the west end
of the border was to wait until 1871, when the emperor of
Germany was recruited as an arbitrator to decide between
two channels through the San Juan Islands. The border
became the boundary dividing two sovereign domains.
Its final definition fell to bureaucrats in the Foreign Office
and to the Senate. Polk had silenced the usual cantors and
their alternates had slipped into harmony.

As an encore, the cantus firmus was sung to an inci-
dent on the San Juan Islands. The description of the bor-
der across the Gulf of Georgia was capable of at least two
interpretations. Sovereign control of a set of islands was
disputed, including San Juan Island where the Hudson’s
Bay Company had a sheep farm. A neighboring American
farmer owned a pig, which was in the habit of making a
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nuisance of itself on the farm. After warnings, a Company
employee shot the pig. The farmer used the incident to
invoke sovereign questions. The local militia mustered to
support the American settler. At the same time, Governor
Douglas in Victoria reacted to the threats made against
his Hudson’s Bay Company holdings on the island. He
ordered an attack on the Americans but the admiral of the
Royal Navy visiting Victoria at the time countermanded
the order and nothing happened. But the cant of sovereign
entitlement traveled to the statist halls where the main
voices added the refrain: “Where is Vancouver’s chart; it
should tell us what is right”** The ownership of the Islands
was eventually submitted to arbitration and, in a solo per-
formance, the Emperor of Germany decided upon the
channel which gave San Juan Island to the United States.

Conclusion

Throughout the period of joint entitlement, the power of
sovereign incantations easily submerged claims of equal
access to land. Cloaked in terms of the need to maintain
order and stability, sovereign claims were extended to Ore-
gon in the image of statist experiences. The British trading
monopoly, the Hudson’s Bay Company, provided an order
which was cast as un-American and inappropriate for a
settler community. A charter did not make it a member
of the sovereign club and thus limited its jurisdiction to
that of Britain. At the same time, strategic concerns for
American expansion, such as the need for a good port
on the Pacific, blended nicely into the major theme of the
sovereign incantation. Moreover, the trading practices of
the Hudson’s Bay Company were not primarily focused
on building a settler population; instead they focused on
trade. Despite present day rhetoric centered on political
economy, that focus was relegated to a supporting theme
in the variations of the sovereign incantation and was lost.

With the influx of settlers to Oregon during the 1830s,
ownership of land became pivotal. That required a central
sovereign authority and fit neatly with American claims
of exclusive sovereignty. Influenced by calls to Oregon in
town meetings throughout the old Northwest and offers of
free land, many new settlers were influenced by the magic
of constructions in the long lasting cantus firmus; once es-
tablished in Oregon, they held the Hudson’s Bay Company
to be a manifestation of British colonialism and hostile
to American claims. HBC lands were squatted upon and
their sheep and cattle stolen. Attempts by Hudson’s Bay
Company employees to acquire land grants were vetted
critically by the American authorities. Entitlement by act
of Congress fell more easily to Americans. Land title was

a local manifestation of sovereign authority.* In the final
case, the sovereign incantation was a jealous tune. Sover-
eignty in governance had to be supreme and uncontested.
It could not tolerate a rival and its challenger had to be
vanquished for peace to be established.

Notes

1  The authors wish to thank SSHRC for a research grant
which made this paper possible.

2 Foroneillustration of this relationship see Stone, Julius.
1959. Legal System and Lawyers’ Reasoning. London:
Stevens and Sons. P. 72-3.

3 Forareview of the impact of this exclusion on indigen-
ous peoples of North America see Green, L.C. and
Olive P. Dickason. 1989. The Law of Nations and the
New World. Edmonton: University of Alberta Press,
especially p. 78-85.

4 Forexample, near the end of the negotiations the British
and Americans both sent military officers to the region
to ascertain the potential cost of a war for the territory.
The results encouraged the British to offer a less aggres-
sive claim than earlier since the costs estimated were
more than the treasury was willing to commit.

5 Nootka Treaty 1790, Article 3.

Colonial Office Records B3000 CO 616. National Ar-
chives of Canada. P. 16, 62. Also in 1826 in H. Clay’s
correspondence, see p. 20, “Message from the President
of the United States re Territory West of the Rockies,
March 15, 18287

7 Ibid p.53

8  Treaty of Utrecht 1713.

9  Colonial Office Records B3004 CO6/14. National Ar-
chives of Canada. P. 214-16.

10 Thisis found in a memorial to the House of Representa-
tives and Senate (#17, 1828).

11 Colonial Office Records B3000 CO 6/14. National Ar-
chives of Canada. P.70.

12 Colonial Office Records B3000 CO616. National Ar-
chives of Canada. P. 56-7.

13 See letter by James Douglas to the Govand Committee
of the Hudson Bay Company dated 14 October 1839,
Hudson Bay Archives B223/b/23.

14 This refers to the massacre at Seven Oaks.

15 Colonial Office Records B 3000 CO 6/14. National Ar-
chives of Canada. P. 41.

16 Ibid.

17 1Ibid.
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Ibid. p. 30.

Ibid. p. 35.

Ibid. p. 39.

Ibid. p. 36.

Ibid. p. 63-4.

St. John’s Courrier 4 January 1840.

Colonial Office B3004 CO 6/14. National Archives of
Canada. P. 157-63.

Ibid. p. 159.

Ibid. p. 161-2.

Ibid. p. 255-7.

Colonial Office B3004 C.O. 6/14. National Archives of
Canada. P. 255-7.

Colonial Office B 3004 CO 6/14, p 245-51.

Colonial Office B3004 CO6/14, p.251

See Benton, T.H. 1856. Thirty Years View, volume 2. P.
650.

The search is all the more interesting since the charts
were appended to the protocol of the sixth conference
on 16 December 1826. By the 1840s neither side seemed
able to find them. This is reminiscent of Franklin’s fam-
ous red line in earlier negotiations in the east!

The shift is reflected in the different composition of the
provisional government and the territorial government.
In the provisional government membership, was inclu-
sive whereas Americans dominated the later assembly.
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Diverging Identities:
An Ethnohistory of the Straits Salish
Borderland Experience

Christopher Flack

The boundaries of culture and rainfall
never follow survey lines. - Frank Dobie

he academic discourse on boundaries and border-

lands is predominated by investigations of the

contact and conflict between majority national
identities across international boundaries (e.g. Alvarez
1995; Bornstein 2002; Donnan and Wilson 1998, 1999;
Helliwel 1998; Konrad, H 1992; Konrad, V 1992; New
1998). Few researchers have disengaged their focus from
the national to the local and attempted to elucidate the
experiences of minority national and ethnic identities
living along and across geopolitical borders (Anzaldua
1987; del Castillo 2001; Estrada 1995; Hall 1990; Kearney
1991, 1995; Lutz 2002; Miller 1996; Price 1982). Research
on Native American populations in the proximity of the
U.S.-Canada border is even more limited (Lutz 2002; Mil-
ler 1996). Most of the discourse on the U.S.-Canada bor-
der portrays the boundary as a negligible line between
two highly similar and related Euro-American/Canadian
populations that share historical and cultural ties as well
as vast trade and exchange networks. Price even boldly
asserts that, although Native populations were “totally
disregarded while the border was established and were
divided by” the U.S.-Canada border, “it has not made
much difference” (Price 1983:22). Lutz adds to this theme,
suggesting that the “permeability of the national boundary
between Canada and the United States” has had a “lack of
impact on Aboriginal people” (Lutz 2002:81).

Is the intention of such claims to suggest that only
Euro-Americans and Euro-Canadians and their govern-
ments were, and are, actively involved in the creation of
meaning and influence along and across this border? The
implication or consequence of such an argument, intended
or not, is to remove the Native populations living along
and across this international border from the dialogue
about geo-political borders and the boundaries of mean-
ing and identity, effectively disenfranchising them of
agency. To negate this agency is to remove them from the
active process of colonization and relegate them solely to
the role of the conquered. This act of academic posturing
perpetuates and substantiates the colonial agenda, rewrit-
ing the Indigenous narrative as though they were a people
without history. Perhaps better stated, “groups living along
administrative, state, provincial, and federal borders...
tend to disappear from the landscape, the official record,
and the academic imagination” (Miller 1996:64). While
not given much choice in whether or not to be colonized,
Native populations have had, and continue to have, an
active choice, role, and voice in their responses to and
struggles against, an acculturative onslaught.

The 1846 Treaty of Oregon established the forty-ninth
parallel as the boundary between British North America
and the United States in the disputed Oregon territory.
San Juan Island challenged the clarity of this distinction
and resulted in a period of joint U.S. and British military
occupation between 1853 and 1872. The policies and prac-
tices enacted and executed by both the British and the
Americans during this period illuminate the differential
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assimilative processes utilized to deal with “the Indian
problem” in this region. This area of the northern Puget
Sound and southern Georgia Strait is the traditional ter-
ritory of the Straits Salish people, and the bifurcation of
these lands by the contested international boundary chal-
lenged the elastic nature of their identity as it complicated
access to resources and forever changed village association
and interaction.

This paper initiates an investigation of the processual
histories of the agents involved with and influenced by
the creation of the U.S.-Canada border in the Cascade
corridor and aims to contribute to the dialogue on the
boundaries and borderlands of identity, ethnicity and
nationality. This research briefly explores the history of
divergence in Native identity in this region through three
main variables: demographic changes, shifts in modes of
production and means of subsistence as new economic
strategies were introduced, and the ideological and pol-
icy differences evidenced by Great Britain and the United
States as they sought to deal with the “Indian problem.
These factors provide ample evidence of the importance
and impact of the forty-ninth parallel between 1860 and
1890 on “Boundary Salish” cultural, political and econom-
ic traditions and on the restructuring and divergence of
the meaning of “authentic” and “traditional” An analysis
of the Straits Salish borderland experience provides an
important departure point from which to study the hist-
ory, function, and influence of international boundaries as
they affect Native lifeways, subsistence patterns, migratory
patterns, and ultimately identities.

Ethnography and Ethnohistory

It is necessary to discuss briefly the historical lifeways of
these populations better to understand what influence
the creation of the U.S.-Canada border had, and is still
having, on proximally situated Native communities. As
this paper is only a brief introduction to the “Boundary
Salish” experience, a succinct analysis of the prominent
ethnographic and ethno-historical texts discussing the
Straits Salish peoples who utilized San Juan Island follows.
This endeavor will result in a basic conceptualization of
the traditional systems of influence, thereby providing a
comparative framework from which to assess the changes
in evidence in the post-contact period of Western expan-
sionism and settlement. Three main subtopics within this
literature are resource use and modes of production sur-
rounding resource use, village association and construc-
tion, and familial structuring.
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Suttles (1951, 1974, 1987) and Boxberger (1989, 1994)
discuss at great length the composition of the particu-
lar groups who lived on and utilized San Juan Island and
the surrounding region. Boxberger (1989) describes the
Straits Salish culture area as comprised of seven closely re-
lated groups, the Lummi, Semiahmoo, Saanich, Songhees,
Sookes, Klallam, and the Samish, some of whom are rec-
ognized as tribes, and various other non-recognized pop-
ulations who also utilized San Juan Island, such as the
San Juan band and the Mitchell Bay band. These groups,
before being relegated to reservations and reserves, were
differentiated by only slight variations in the Straits Sal-
ish language. All of these populations were closely related
through vast networks of intermarriage and trade which
established and solidified bonds between the different
groups helping to secure mutual access to resources.

Modes of Subsistence and Resource Use

The majority of the textual information on the Straits
Salish peoples suggests that fishing, specifically salmon
fishing, was the most important means of subsistence
just prior to and at contact with Europeans (Boxberger
1989; Eels 1985; Gunther 1927; Hill-Tout 1978; Suttles
1951, 1974, 1987). Village males participated in reef net-
ting and weir fishing, which are the two main strategies
utilized in the traditional fishing of salmon (Boxberger
1989). These methods were highly productive but also
quite labor intensive, necessitating a good deal of organ-
ization and cooperation.

The extraction of additional marine resources, such
as shellfish and other species of fish, also played a major
subsistence role in this region. Hunting of waterfowl, sea
mammals and land mammals, according to Boxberger
(1989), constituted a much less important component
of the Straits Salish diet at the time of contact. Lummi
Elders describe berries (such as blueberries, huckleberries
and salmonberries) as well as other plant and vegetable
materials as also comprising a large portion of the diet
(Nuget 1999). Gunther provides a detailed list of the kinds
of vegetative materials utilized by one particular Straits
Salish group, the Klallam, or S’Klallam, some of which
were acorns, blackberries, camas, elderberries, gooseber-
ries, horsetail, huckleberry, mustard, currants, sallal, sal-
monberries, and wild carrots, onions and other tubers
(Gunther 1927:197). Women, children, and female slaves,
when utilized, were primarily associated with the collec-
tion of these types of vegetative resources.

All of these resource procurement tactics were utilized
through seasonal rounds in the greater San Juan Island
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region, which incorporates the northern Puget Sound
area, and the Strait of Juan de Fuca and the Georgia Strait,
as well as much of the coastal region that is now part of
Whatcom and Clallam Counties in Washington and of
southern Vancouver Island. These seasonal migrations
brought many of the Straits Salish communities into
contact with one another, facilitating intermarriage and
development of strong trading ties. That also led to the
overlapping of “owned” resource areas, a subject discussed
below. Seasonal migration throughout this region was
necessary for acquiring the plentiful resources available
and for maintenance of community and inter-community
identity and relationships.

Understanding the traditional modes of production
and means of subsistence of these communities permits
the construction of a comparative model with which to
assess the changes to subsistence activities in evidence
during the post contact, reservation/reserve phase. It is
crucial to explicate the changes and shifts of traditional
modes of production, especially as these shifts differ across
the U.S.-Canada border.

Village Association

The Straits Salish historically were a semi-sedentary
people, seasonally migrating better to exploit various re-
source areas. This kind of seasonal movement resulted
in semi-permanent dwellings and villages. Some of these
constituted “permanent” houses or communities (areas
of cultural or societal centrality) and others functioned
as seasonal bases of operation for resource procurement.
Boxberger describes Lummi villages as being “composed
of politically and economically independent houses united
by bonds of kinship to other, similar houses” (Boxberger
1989:11). This type of village construction or composition
was practiced throughout the Straits Salish culture-area
(Eels 1985; Gunther 1927; Hill-Tout 1978; Nugent 1999;
Sampson 1972; Stein 2000).

The function and composition of Straits Salish houses
results from the cooperative nature of certain resource
procurement activities. Houses usually contained a small
number of individual nuclear families that were gener-
ally related to each other (Boxberger 1989). These family
units co-occupied cedar-plank dwellings but kept separ-
ate stores of goods and, as Boxberger discusses, generally
maintained economic independence. Though maintaining
a certain autonomy, households would cooperate among
themselves and with other households in large-scale sub-
sistence activities (males cooperating with weir and drift
net fishing) and, when necessary, to maintain and ensure

community defense. How did these village ties and struc-
tures change as a result of contact with Europeans and
white settlers and how specifically has the border affected
the integrity of these institutions?

Kinship

Straits Salish kin affiliation and identification was, accord-
ing to all reviewed resources, highly elastic and dynamic
(Boxberger 1989; Eels 1985; Gunther 1927; Hill-Tout
1978; Nugent 1999; Sampson 1972; Stein 2000). Miller
presents Salish “social organization” as “made up of fluid
local groups composed of one or more households that
interacted to form a regional structure” (Miller 1996:65).
Boxberger (1989) and Suttles (1987) describe the trad-
itional economies of the Straits Salish as involving a mix of
resources open for all to utilize and resource areas gener-
ally “owned” or managed by particular kin-groups. Open
resource areas were available to those individuals of the
same village or tribal association, but this distinction was
not necessarily concrete. Boxberger proposes that many
of the Straits Salish were able to recognize kin relations
“laterally extending twelve generational steps,” suggest-
ing a vast relational association (Boxberger 1989:12). In
practice though, the majority of the people are thought to
have been able to recognize relationships back only to a
common great-grandparent. The Straits Salish system of
tamilial recognition was extensive, and anyone from any
local tribal group would, in effect, be able to demonstrate
kin affinity, thereby solidifying resource access.

The complex and elastic nature of Straits Salish kinship
and village affiliation as it relates to modes of produc-
tion and means of subsistence demonstrates the dynamic
processes by which the identities of this population were
understood and constructed. During the years follow-
ing contact these fundamental systems and mechanisms
profoundly changed as British and American settlers and
traders began effecting their influence. It will be necessary
to determine whether these three central facets of Straits
Salish identity were uniquely affected by the forty-ninth
parallel, thus substantiating a claim that this boundary
serves as a historical point of divergence for this region.

The use of an ethno-historical methodology provides
ample evidence of significant change to Straits Salish life-
ways through three fundamental means: demographic
shifts; changes to labor and economic activity, and dif-
ferences in British and American policies as they related
to Straits Salish populations. Demographic changes were
due to the decimation of native populations by disease,
migration resulting from colonial pressure and bound-

193



DIVERGING IDENTITIES: AN ETHNOHISTORY OF THE STRAITS SALISH BORDERLAND EXPERIENCE

ary demarcation, and intermarriage and intermixture of
Euro-American settlers and Native populations. Trad-
itional subsistence patterns, access to resource lands, and
modes of production confronted an encroaching Western
capitalist economy which profoundly influenced identity
and connection to place. The treaty process and the ideo-
logical or perceptual changes promoted through education
programs, political and diplomatic actions, and religious
indoctrination were aimed at assimilating the Straits Sal-
ish, ridding them of traditional beliefs and social infra-
structures.

The United States and Great Britain were after similar
fundamental gains in their relationships and dealings with
Native communities (resources, land, and trade) but each
practiced unique means of executing and actualizing their
goals. Differences in the drafting and implementation of
these policies is perhaps one of the most obvious loci of
divergence for the Straits Salish as their lands and people
were divided by similar but distinct acts of colonization.

Changes in Demography

The demographic changes evidenced in the mid- to late
1800s are of great importance in demonstrating the in-
fluence of the U.S.-Canada border for the Straits Salish.
After significant reductions in population size as a result of
disease outbreaks in the late 1700s and early 1800s, Native
communities were again disrupted, this time directly by en-
croaching settlers, and the assimilationist policies of Great
Britain and the U.S. Census data help partially to explain
the resultant shifts in population size and construction.

U.S. census records between 1870 and 1920 of the San
Juan area show significant changes to the population. The
importance of these shifts is understood both in the in-
crease of intermarriage between the Salish women and the
British and American men and in the impact of popula-
tion displacement due to white land acquisition and the
relegating of Indians to reservations. The 1870 U.S. Census
places the total population in the San Juan Islands at 448
people, including American and British forces stationed
on San Juan Island. Of these 448 individuals, 163 were
classified as being Native American, 159 of whom were
the wives and children of British and American citizens.
The census identified three women as being the wives of
Hawaiian workers brought to the islands by the Hudson’s
Bay Company (HBC). The only two Indian males recorded
were shepherds working for the HBC, both of whom were
born in the Washington Territory. The tribal affiliations
and places of birth for the wives and children were not
noted in the records.
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The 1880 census provides information for San Juan
Island specifically, and indicates that 197 Native Americans
were residing on the island. Of these, there were fourteen
adult males, all labeled as “full blooded,” thirty wives of
both “full or mixed blood,” and 151 children of full and
mixed Indian blood. This census also provides information
about place of birth. Eight of the adult males were born in
the Washington Territory, and six were born in British Ter-
ritory. Four of the wives of Euro-American husbands were
from the Washington Territory and thirteen from north
of the border, largely from southern Vancouver Island.

By 1900 only fifty-five individuals are represented in
the U.S. census as being Indian: twelve wives of white hus-
bands, forty-two children of those relationships, one fe-
male head of household, and one adult male homesteader.
Initially it appears that two major trends are represented
by this data: the vast majority of the categorized Indian
population are either married to, or children of, white
Americans, and that Indian men and their families are
non-existent, having either moved to reservations, such as
the Lummi reservation, or, as often was the case, migrated
north to Vancouver Island and the British Columbia lower
mainland seeking better conditions.

A 1919 enumeration of unenrolled Indians of San Juan
Island, though, suggests a different story. Commonly re-
ferred to as Roblin’s Schedule of Unenrolled Indians, or
the Roblin Census, this collection shows that 160 people
claiming Indian heritage, but not federally recognized or
enrolled, were residing on San Juan Island. Forty-seven
of those were affiliated with the Clallam, five with the
Lummi, two with the Swinomish, one hundred calling
themselves the Mitchell Bay, and six self-recognized as
the San Juan Tribe. The San Juan Tribe and the Mitchell
Bay are considered an amalgamation of various Native
American populations from around Washington, Oregon,
and British Columbia, and of Hawaiian and the children
of mixed European and Indian heritage.

I would argue that this census, perhaps, is the most ac-
curate of the four mentioned in terms of reflecting what
was actually happening in the Straits Salish populations.
In part, the traditional elasticity of Straits Salish identity
was still understood and maintained, as represented by the
mixture of cultural and ethnic traditions. The implications
for “traditional” identity construction are obvious, but
herein lies a major epistemological problem: given that
culture is a non-static phenomenon, largely amorphous
and continually changing, how can any point in a peoples’
history be understood as concretely traditional? This usage
of the term traditional implies a point at which a pure or
distilled version of a culture existed from which compari-
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sons with current understandings and perceptions of that
culture are made, inevitably for the purpose of asserting
the incongruence of a claim of an Indian group to a par-
ticular site of historic economic or religious significance.
Harmon (1998) eloquently expounds on these issues of
ethnic identity and the creation of the “Indian,” both by
Native American populations attempting to hold onto, or
reclaim this identity, and by the non-Native community
tending to associate being Indian with certain anachron-
istic activities and cultural customs.

The demographic changes illuminate the divergence
of the Straits Salish identities in terms of how the various
groups interacted with one another and the encroaching
settlers. These demographic shifts are also representative
of the changing labor markets and the reorientation of
Native modes of production and means of subsistence
as they were practiced at the time of contact, to a new,
globally influenced economic system.

Changes to Economic Strategies

The mid- to late 1800s saw significant changes to Native
economiic strategies as the British and American settlers
and governments effected their own economic desires,
fueled by the expansionist directive of Manifest Destiny.
Although the growth of Western business ventures chal-
lenged and ultimately changed much of the Straits Salish
subsistence strategies, many of the actual activities (e.g.
fishing, seasonal rounds for vegetative production, etc.)
were maintained, at least in part, despite being subsumed
by the capitalist economic model. Traditional subsistence
ventures were supplemented with wage labor activities.
Initially all Western ventures into fishing and fish pro-
duction utilized the Straits Salish and their deep knowledge
of the local fishing grounds. When the first canneries were
established in the 1870s, Native labor was the foundation
of acquisition and production. Felix Solomon, recounting
the history of canneries in Whatcom County, explains:

The Lummis used to fish at Point Roberts. A white
man named Frank Wright worked with the Indians.
Then he asked if he could build a cannery. The fish
came from the Indians. The Indians waited for their
money until the canned fish were sold. The Indians
respected him for he was an honest man. Later he
built a big cannery, put in his own traps and got his
own fish from his traps. He got rich. He owned a lot
ofland on Lummi Island. He had a cannery first, then
Allsop had one. The canneries at first bought fish from
the Indians, then they soon put up their own traps.

The Indians no longer could sell fish to the canneries.
The Indian boats would come to the canneries and
they wouldn't buy their fish. We used to see them at
Frank Wright’s cannery. An Indian boat would come
there with a load of fish and would anchor there for
many days. The canneries wouldn’t buy his fish. They
had plenty of fish of their own. So the Indians quit
reef netting. Later when the traps became illegal, the
whites began reef netting and shut out the Indians
(Nugent 1999:19-20).

What Solomon recounts was also true north of the
border as well, but the importance of Native labor to the
fishing industry extended well into the early part of the
1900s. Ernie Crey, discussing the history of the Sto:lo asso-
ciation with the canneries in British Columbia asserts that
“The canneries needed us. We knew how to fish, where
to fish, and what to fish with. But we were still pretty in-
dependent. We could sell to whoever we wanted to. When
it was time to go home and fish for the winter, and for the
smokehouse, we'd get up and go. If one cannery wasn’t
paying us what we wanted, wed sell to another cannery”
(Cameron 1995:11). Native labor and trade defined the
backbone of the fisheries in this region. This changed sig-
nificantly when producers began relying on new Chinese,
Korean, and Japanese immigrant workers to do the actual
canning and production for lower wages than the Indian
laborers. White commercial fishermen in the 1880s and
1890s, both in the U.S. and Canada, also started forcibly
pushing the Native fishermen out of business. That is a
complex issue, owing greatly to the treaty arrangements
made on both sides of the border as to the maintenance
and security of Native fishing rights. It is my intention
only to discuss briefly these matters for the purpose of
developing a borderland labor significance.

As Western expansion muscled the Straits Salish out
of traditional lands, disrupted subsistence patterns and
sought to assimilate the “savages,” new labor demands
were placed on the people of this region. Agriculture was
the gospel of the Euro- American newcomers to the region,
and Indian salvation lay in the tilling of soil and mainten-
ance of crops and livestock. These activities were coupled
with some seasonal resource procurement, but the upkeep
of livestock and crops limited many from proceeding with
seasonal rounds.

Interestingly, many of the traditional structures of sub-
sistence, such as seasonal migrations for differential re-
source access and production, were maintained and even
further codified by the imposition of the border. Logging,
mining, commercial fishing, trading and trapping, hops
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procurement and production, prostitution and smuggling
all became seasonally trafficked activities as demands for
labor fluctuated on either side of the border, depending on
the season. Many people found it necessary to take partina
number of these activities: working their fields and fishing
during the spring and summer, harvesting crops and hops
in the early fall, and logging or mining through the win-
ter. The disruption of the preexisting social and economic
infrastructure was nearly total. The Straits Salish subsist-
ence economy was drowned and established in its place
was the labor market and the Western economic model.
My intention is not to challenge the totality of accul-
turative change experienced by the Straits Salish, or even
to paint it as somehow less invasive. It is vitally important
to assert, though, that the Native American and First Na-
tions peoples of the greater Puget Sound/Georgia Strait
area were accustomed to complex subsistence strategies,
highly advanced in terms of the methods and techniques
implemented and of the tools and technologies utilized.

British and American Policy/Ideology:
A Comparison

The policies and ideologies (especially the treaty processes)
of the United States and Great Britain established funda-
mental challenges to Native identity, and, in part, created,
in their divergence and convergence, the importance of
the border to people of this region, Native and non-Native
alike. A brief comparison of the U.S. and British Indian
policies demonstrates the differential assimilative pro-
cesses that influenced divergence of Native identities in
the San Juan region.

The policy of the U.S. in the mid- and late1800s was
primarily to assimilate Native Americans into the Amer-
ican process or otherwise remove them from the equa-
tion. During mid-century, the British were of the opinion
that assimilation should not be coerced and that Indians
should embark in this process of their own free will. That
is not to say that the British and the Americans had dis-
similar ideologies and goals, but simply different meth-
ods developed from divergent historical antecedents. The
American policy was one of direct and active assimila-
tion, the British policy of indirect and non-confrontational
means.

The two key figures embodying this difference of
national policy are James Douglas, the long-time Chief
Factor of the Hudson’s Bay Company, and eventual first
governor of the fledgling British colony, and Isaac Stevens,
the first governor of the Washington Territory. Douglas,
in the interest of the HBC, had developed long lasting
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relationships with Native groups on and around Vancou-
ver Island and the San Juan Islands. The HBC was inter-
ested in creating and maintaining trade relationships with
the Indians of this area, who were able to provide them,
through trade, with furs and fish. The HBC employed large
numbers of Straits Salish as shepherds and agricultural
workers throughout this region. It was in the HBC’s best
interest to negotiate carefully land acquisition deals and
all other affairs of business in order to keep friendly trade
relations.

In a correspondence to U.S. Secretary of State Cass
in1860, Henry Crosbie describes the success of the HBC
in living and doing business with the Indians of Northern
Puget Sound:

From the admirable manner in which the Hudson’s
Bay Company have managed the Indians, treating
them with kindness, and at the same time with great
firmness; just so sure as they committed an outrage
on persons or property, just so sure were they certain
to be promptly punished, never allowing that terrible
[...] of which our frontier settlers have so bitterly ex-
perienced its evils, to rob the example of its proper
effect, but doing whatever they deemed justice re-
quired at once, and thoroughly, thus insuring to their
agents and employees, even in the most distant and
isolated regions, entire security—one of their number
could go anywhere through the most warlike of the
tribes or remain in their neighborhood unmolested,
whilst an American dared not trust himself in their
vicinity, except by deceiving them as to his nationality.
The Hudson’s Bay Company servants could remain
in safety on San Juan: the Americans could not. The
question resolved itself into whether the island was
to be abandoned or the settlers protected (Centre for
Pacific Northwest Studies).

Douglas expressed his concern over the American
system of “dealing” with native populations, saying that
they were “kept in a state of pupilage, and not allowed to
acquire property of their own, nor taught to think and act
for themselves, the feeling of pride and independence were
effectively destroyed” (British Columbia 1851:69).

Stevens sought to consolidate the vast majority of west-
ern Washington Indians onto one or two reservations,
creating “free” land for the ever-increasing flow of settlers.
Though this goal did not come to fruition, Stevens nego-
tiated a series of eleven treaties between 1854 and 1856
with Native populations in the Washington Territory, ef-
fectively dissolving Native land title to all but disassociated
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tracts of lands. The Stevens treaties, although guarantee-
ing Native fishing rights “in common with citizens of the
United States,” or “in common with citizens of the Terri-
tory” (Boxberger 1979:26), subjected the bands signing
the agreements to rapid further disruption of traditional
social and economic infrastructure. The superintendents
in charge of the newly created reservations conducted the
process of establishing farms, churches, schools and vari-
ous other American style institutions designed for quick
and full assimilation.

Douglas took great care to compensate, though mod-
estly, the groups on Vancouver Island, ensuring their ac-
cess to traditional resource grounds. Even after Douglas
assumed the governorship and the mainland became part
of the colony, he continued to offer non-coerced oppor-
tunities for assimilation. Though Douglas’s intentions were
well placed, the central tenets of the colonial directive were
still asserted. The 1991 Report of the British Columbia
Task Force discusses Douglas’ role and intentions:

Douglas offered to Aboriginal people an opportun-
ity to participate in the affairs of the colony similar to
that offered to new settlers. Provided they took up the
offer, which included the right to acquire Crown land
and become farmers, individual Aboriginal people were
to be treated as equal to settlers. While Douglas’ policy of
equality had commendable features, it ignored the cul-
tural reality and wishes of the Aboriginal peoples, who
were neither consulted nor involved in its creation. Ab-
original land title and the inherent rights of Aboriginal
people were disregarded. Small reserves were created as
protection from aggressive land acquisition by settlers.
The colonists assumed that Aboriginal people would leave
their communities to acquire land elsewhere, abandon
their traditional lifestyle, adopt farming as a way of life,
and merge with the new society. This policy of assimilation
guided the new colony (British Columbia 1991:7).

Douglas and Stevens were fundamentally motivated
by the same assimilationist directive, but the differences
in the execution and implementation of policies aimed at
attaining this goal created a substantial divergence for Na-
tive people residing betwixt and between the U.S.-Canada
border. These policies influenced all aspects of life for the
Native peoples of the Pacific Northwest. People who recog-
nized tribal affiliation on both sides of the border moved
back and forth across the forty-ninth parallel, depending
on the perceived benefits of these policies, at times, choos-
ing the lesser of two evils. As policies and labor markets
fluctuated, this movement continued. Subsistence oppor-
tunities for the Straits Salish were largely influenced by the
language of these treaties and the political and economic

policies that the U.S. and Great Britain developed to take
advantage of these decisions.

Conclusion

Despite the claims of Lutz and Price, the U.S.-Canada
border is “an arbitrary but potent fact of life that divides
the peoples and communities” of Salish affiliation in the
Pacific Northwest (Miller 1996:66). This paper provides
an initial ethno-historical illustration of a sampling of the
myriad issues facing the “Boundary Salish.” Through these
three variables, changing populations, shifting modes of
production, and differential acculturative stress vis-a-vis
British/Canadian and American treaty systems, I have
briefly shown the relevance of the border to the divergence
and convergence of indigenous identity construction and
maintenance in this region.

The creation of the U.S.-Canada border initiated a num-
ber of historical processes that continue to influence the
lifeways and political economies of Native communities
in the borderlands. In addition to fundamental changes
in traditional Straits Salish cultural practices, the conflu-
ence of new national identities and the state imposition
of regulatory criteria for determining one’s “Indian-ness”
further complicated matters. Construction and assign-
ment of new national and tribal identities often made life
in the borderlands markedly more problematic.

Fully understanding the current issues and problems
faced by Northwest Native borderland communities de-
mands careful investigation of the processual history of
Straits Salish identity formation and divergence in relation
to, and because of, the U.S.-Canada border. That is by no
means a comprehensive analysis of the historical process-
es influencing acculturative change and trans-boundary
identity formation. This research is meant only as an intro-
duction, a call for further, more nuanced investigations of
indigenous borderland experiences, firmly rooted in the
discourses of borderlands and nation-state boundaries.
The focus must be shifted from the dominant national
hegemons to the local populations who confront and de-
fine their reactions to, and resistance against, the border
on a daily basis.
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Citizens of the Territory and Citizens
of the United States: The Trade and
Subsistence Clauses in the Stevens

Treaties of Washington lerritory

Daniel L. Boxberger

ost analyses of Native/non-Native relations in
Mthe Northwest tend to present the cultural in-

teraction as an “Indian/White” dichotomy. Re-
cent work on identity in the Northwest has questioned the
historical interpretation of ethnic unity of Native peoples
and the concept of “Indian” as an all-inclusive category.
Rather, as Harmon' has pointed out, Indian identity is a
changing, flexible indicator of broader political concerns.
The concept of “Indianness” emerged and has changed
in response to changing political climates. In an analysis
of the commercial salmon fishery of the late 1800s and
early 1900s I used an “ethnic theory of labor” to show
how a flexible ethnic identity can be used advantageously
to include and exclude certain groups, including Indians,
from access to the economic sector and to assign ethnic
groups to certain tasks.” The political and economic reali-
ties of identity must be considered together as a relation-
ship embedded in power and struggle. This hegemonic
relationship has both political and economic influences
historically as the balance of power swings from indig-
enous populations to frontier trade and commerce to na-
tion-states intent on settlement.

The Native peoples of the Old Oregon Territory® most
certainly did not see themselves as one people. Through
the combined effects of population decline, amalgamation
onto reservations, and government needs, a general ethnic

classification emerged. Likewise, in the years before mass
American migration into the Northwest, the non-Indi-
ans in the area, mostly associated with the Hudson’s Bay
Company, did not see themselves as one people, nor did
the Native peoples categorize them as such. How ethnic
groups came to be classified into fewer inclusive categories
as population increased is an interesting historical ques-
tion concerning settlement and the imposition of state
control.

With the establishment of the boundary between the
United States and British North America at the forty-ninth
parallel in 1846, the movement of American settlers into
the future states of Washington, Oregon, and Idaho in-
creased dramatically. While the “official” immigration
began with the opening of the Oregon Trail in 1843, sub-
sequent events, in particular the Oregon Land Donation
Act of 1850* which allowed settlers who arrived prior to
1 December 1850 to claim up to 320 acres, brought about
the largest American migration.’

In little more than a year, between 24 December
1854 and 26 January 1856, territorial Governor Isaac L
Stevens negotiated 11 treaties with the Native peoples of
Washington Territory. The treaties were crucial because
lands were being claimed under the Oregon Land Donation
Act prior to the extinguishment of Indian title. Stevens was
in a hurry to complete the treaty process in order to avoid
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conflict between Native people and the settlers. All but one
of the eleven treaties were eventually ratified by the United
States Senate. These treaties contain two important clauses
that pertain to the relationship between Native peoples,
American immigrants, and the Hudson’s Bay Company.®
In all of the western Washington treaties, the clause “The
said Tribes and Bands ... agree not to trade at Vancouver’s
Island, or elsewhere out of the dominions of the United
States™ was clearly directed at the Hudson's Bay Company
trade with the Native tribes. Stevens had been directed by
the United States Secretary of State to restrict Hudson’s Bay
Company trade in Washington Territory in order to favor
American commercial interests, and the treaty restricted
Native peoples from crossing the border to trade in British
territory. The subsistence clause secured the right of treaty
Indians to fish, hunt, and gather “in common with citizens
of the Territory” in seven treaties and “in common with
citizens of the United States” in four treaties.® The reasons
for this distinction have never been clear and have been
the subject of litigation in at least two fishing rights cases.’
While appearing unimportant on the surface, the distinc-
tion between citizens of the Territory and citizens of the
United States has broader implications in relationship to
the establishment of the border in 1846, the creation of
national identity of the immigrants, the rights of non-
Indian citizens to land and resources, and the response of
Native peoples to these emerging relationships.

The Hudson’s Bay Company was active in the Pacific
Northwest from the 1820, establishing posts throughout
what was to become Oregon Territory. From the center of
trade at Fort Vancouver, connections with trading posts
extended along the Columbia and Snake River systems
and through Puget Sound to the Fraser River and up the
coast to Alaska. Trade and commerce were facilitated by
communication in the Chinook Jargon, a trade language
which incorporated words from Native and non-Native
languages. Composed of about 400 words, depending
upon the time and the interpreter, the Chinook Jargon
was capable of communicating concepts and ideas deal-
ing with trade, travel, and personal interaction. Indicative
of the multi-ethnic composition of trading companies,
Chinook Jargon reflects the Indian understanding of these
differences. In the 1850s Chinook Jargon commonly used
different terms for the British, Americans, French-Canad-
ians, Russians, Hawaiians, and Iroquois."" Chinook Jargon
was also the medium of communication in the negotiation
of the Stevens treaties, although the Americans had less
experience with the language.'” The Native people of the
Pacific Northwest did not collapse all Europeans or other
non-Natives into one designation. They understood there
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were differences and interacted with them appropriately.*®
Furthermore, the Native people understood that the terri-
tory was divided between the British and the Americans
by the Oregon Treaty of 1846."*

Additionally the missionaries active in the Pacific
Northwest came from varying backgrounds. Roman Cath-
olic missionaries were usually French or French-Canad-
ian, and the Presbyterians were usually Euroamericans.
Treaty Secretary George Gibbs noted that the “distinction
is already drawn among the Indians between the ‘Amer-
ican’ and ‘French’ religions” often creating some hostility
between the competing denominations."®

By the mid 1850s most Indians of the Pacific North-
west had some familiarity with a variety of non-Natives
through one or more of these types of interactions.'® By
the time of the Treaty of Oregon there were nearly two
dozen non-Indian communities, including trading posts,
missions and agricultural settlements. Whereas Indians
composed the majority population, it was apparent just
a few years later that the non-Indians were increasing in
numbers and would soon vastly outnumber the Indians.
That is evident in the treaty proceedings, where the Amer-
ican negotiators use “white” interchangeably with “Amer-
icans,” and the Indians distinguish between Americans
and other non-Indians.

Father, yours, and the father of the whites. That great
father has many white children and they are coming
here: the great Father wishes that his white and red
children be friends, and you are friends now, what is
your state though?... His white children are coming
here in great numbers. He cannot stop them and they
will crowd upon you."”

If there were no other whites coming into the
country we might get along in peace: You may ask,
why do they come? Can you stop the waters of the
Columbia river from flowing on its course? Can you
prevent the wind from blowing? Can you prevent the
rain from falling? Can you prevent the whites from
coming? You answered No! Like the grasshoppers
on the plains; some years there will be more come
than others, you cannot stop them; they say this land
was not made for you alone, the air that we breathe,
the water that we drink, was made for all. The fish
that come up the rivers and the beasts that roam the
forests and plains, and the fowls of the air, were alike
for the white man and the red man."®

From what you have said I think you intend to win
our country, or how is it to be? In one day the Amer-
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icans become as numerous as the grass; this I have
learned in California; I know that is not right."

On the other side of the big water there is a large
country. We also know that towards the east there
are a great many different kinds of people: there are
red people and yellow people, and black people, and
a long time ago the people that traveled this country

passed on the waters.*

Prior to 1846, the Hudson’s Bay Company was the dom-
inant non-Indian presence in the Old Oregon Territory.
Composed of an interesting admixture of ethnicity the
“Company of Adventurers” fostered a relationship with
Native peoples that enabled a relatively small number of
non-Indians to exercise economic hegemony over vast
territories in North America. A hierarchical structure
emerged over the century and a half that the Hudson’s
Bay Company existed prior to establishing its dominance
in the Old Oregon Territory. That structure consisted of a
number of ethnic groups that related closely to occupation
and included relationships with local Native groups. It was
this “Fur Trade Society” that was put into place in the Old
Oregon Territory and that structured the nature of inter-
group relations. The clerks and factors were predominantly
Scottish, the most famous in the Old Oregon Territory be-
ing Dr. John McLoughlin and Sir James Douglas, both of
whom served as Chief Factor of the Columbia Department
and both of whom played important roles in the political
history of the area. For example, Douglas, was the first
colonial governor of British Columbia, and McLaughlin is
referred to as the “Father of Oregon” Many of the traders
were French Canadian, but also Métis and a few Iroquois
and Cree. A number of local Natives participated in the
trade as trading chiefs, and local villages near the trading
posts became the home guard. Trading vessels signed on
Hawaiians as crew and many settled in the Northwest.
The Hudson’s Bay Company understood the distinction
between the various Native groups and encouraged their
employees to learn the languages. Of particular import-
ance were the policies the Hudson’s Bay Company em-
ployed in their relations with Native groups. First, there
was not a concerted effort to assimilate the Native people;
in fact, missionization and independent settlement was
discouraged. The Hudson’s Bay Company took a prag-
matic approach, knowing that Native people not only
were the primary suppliers of raw materials but also were
the primary market for manufactured goods, so that to
assimilate them would be detrimental. Second, Native
settlements in proximity to the fur trade posts provided
labor and served as cultural liaisons. In fur trade society

these settlements were known as the “home guard,” often
supplying “country foods” and protection in addition to
trade and commerce. Third, intermarriage between post
employees and Native women was common. While not
openly encouraged by company policy, it was recognized
that these marriages served an important role.”* Native
women supplied domestic labor, were cultural intermedi-
aries, provided goods, such as baskets, mats, and clothing,
processed food stuffs for post consumption and export,
and tied company men to Native kinship networks.

These relationships were to change dramatically with
the movement of Americans into the Oregon Territory.
Native people were either seen as part of the natural en-
vironment, another impediment to civilization, or they
were seen as the uncivilized who need to be brought into
the American way of life. The latter was certainly the ap-
proach of the United States government and structured
the way that the territorial governors, who were also the
Indian agents, shaped official policy by treaty. If Native
people were to achieve the ideals of American citizen-
ship, it had to be by becoming settled Christian farmers.
Not only did the Hudson’s Bay Company have a different
perspective, they were seen by the Americans as a dan-
gerous obstruction to bringing civilization to the Oregon
Territory.

Because of their dominant presence in that part of the
Oregon Territory north and west of the Columbia River,
the Hudson’s Bay Company had every reason to believe
that the international boundary would follow the forty-
ninth parallel from the Rocky Mountains to the Columbia
River and then follow the Columbia to the ocean. That
was not to be the case. The Treaty of Oregon continued the
boundary along the forty-ninth parallel to the Straits of
Georgia, then down to the Strait of Juan de Fuca and then
to the Pacific Ocean, putting that part of Vancouver Island
south of forty-nine degrees latitude in British North Amer-
ica. A number of concessions were made; however, in fact
the relatively brief treaty, consisting of only five articles, is
principally concerned with the interests of the Hudson’s
Bay Company. Most importantly, for understanding the
citizenship clause in the Stevens treaties, Articles I and II
of the Treaty of Oregon insured the right of British subjects
to navigate the Straits of Georgia and Juan de Fuca and
the Columbia River “on the same footing as citizens of the
United States”** Articles I11 and IV were concerned with
possessory rights of the Hudson’s Bay Company and its
subsidiary the Puget’s Sound Agricultural Company. The
two companies were to retain their land and other prop-
erty until such time as the United States might acquire
them through mutual agreement. In 1863 Great Britain
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and the United States agreed to establish a commission to
dispose of the property. That was accomplished in 1869
with a settlement of $650,000.

Shortly after assuming the role of governor of Wash-
ington Territory, Isaac I. Stevens received a directive from
Secretary of State William L. Marcy concerned with the
Treaty of Oregon and how Stevens was to interpret the
treaty articles in his relationships with the Hudson’s Bay
Company.”® Secretary Marcy ordered Stevens to interpret
the treaty in the strictest sense. Since the treaty referred
to “possessory rights” which the Hudson’s Bay Company
retained over its land and property, Marcy argued that
the privilege to trade with Indians was not included. With
the combined restriction of Hudson’s Bay Company trade
within Washington Territory and the prohibition in the
Stevens treaties against Indians trading outside the United
States, Secretary Marcy was effectively cutting off Hudson’s
Bay Company trade in Washington Territory. Similarly the
right to travel on the Columbia River was merely a right
to travel and did not imply the right to carry out trade
with Indians or settlers. Marcy also requested that Stevens
evaluate the holdings of the Puget’s Sound Agricultural
Company because some in Washington, D.C. “have ques-
tioned its very existence”**

Upon arriving in Olympia in November 1853, one of
the first actions Governor Stevens undertook was to direct
the Territorial legislature to enact rules for the first terri-
torial election. The criteria for voting gives us some insight
into what Stevens must have intended the difference be-
tween citizens of the Territory and citizens of the United
States to mean. The right to vote was extended to white
males over the age of twenty-one who had resided in the
Territory for three months prior to the election and were
citizens of the United States and those who had sworn an
oath to become citizens.?® He therefore created three cat-
egories of white males over the age of twenty-one: citizens
of the United States, citizens of the Territory who intended
to become citizens of the United States, and residents of
the Territory who were British subjects. All other ethnici-
ties were excluded with the exception of “American half-
breed Indians” who could vote if the judges of the elections
determined they had “adopted the habits and customs of
civilization??® The latter is a notable inclusion, considering
the large number of Métis and children of fur trade soci-
ety in the territory. Although the designation “American”
must have been meant to be exclusionary because most
of the “half-breeds” who would have formed the bulk of
this category were Hudson’s Bay Company employees and
their descendents.
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That brings us to the point where I will attempt to an-
swer a question of historical trivia, which, nevertheless,
has important implications today. Isaac I. Stevens most
certainly knew what he was doing when he distinguished
between citizens of the United States and citizens of the
Territory in the Indian treaties. Citizens of the United
States appears in the subsistence clause in four treaties,
two negotiated by Governor Stevens, one negotiated by
Stevens together with Superintendent Joel Palmer, and
one negotiated by Palmer, but most certainly with Stevens’s
influence.”” The two Stevens treaties cover lands along the
Straits of Juan de Fuca. The other two treaties cover lands
along the Columbia River. All of the treaties which refer
to citizens of the Territory cover the areas of non-Indian
settlement and Hudson’s Bay Company influence. When
we consider this distribution in conjunction with the trade
prohibition and territorial election criteria, it leads us to
an obvious (I hope) conclusion.

Governor Stevens was intent on breaking the Hudson’s
Bay Company domination of trade. Ironically there were
few American interests to pick up the slack and the
Hudson’s Bay Company continued to supply American
settlers. Stevens also realized that a significant portion
of the non-Indian population were not United States cit-
izens but also did not intend to leave the Territory. Most
certainly Stevens intended to give citizens of the Territory
the same rights to land and resources as citizens of the
United States as shared “in common” with treaty Indians.

Stevens did not intend any additional rights to extend
to British subjects exercising their rights under the Treaty
of Oregon to navigate the Straits of Juan de Fuca or the
Columbia River. The rights were merely rights of tran-
sit to access the Hudson’s Bay Company possessions and
were not to include any other activity such as trade or
subsistence.

What did all of this political maneuvering mean to the
Native people? Essentially life went on much as before. The
territorial government was unwilling or unable to enforce
the restrictions on trade imposed by the treaties. Native
people continued to travel to Hudson’s Bay Company posts
in the Territory, as well as at Victoria and on the Fraser
River in British Columbia, to carry out trade. Eventually,
by 1871, the Hudson’s Bay Company had totally withdrawn
from American possessions, and as British Columbia en-
tered Confederation their influence waned.

Stevens was to leave Washington in 1857 as Territorial
Representative to Congress from 1857 to 1861 when he left
to return to the military. He was killed in the Battle of Chan-
tilly during the American Civil War on 1 September 1862.
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The multi-ethnic distinctions that characterized Native
and non-Native relations during the Hudson’s Bay Com-
pany era began to collapse into fewer categories. “Indian”
and “white” became the dominant ethnic groups, although
small pockets of other ethnicities persisted. Indians were
confined to reservations, and the European American
population continued to increase, outnumbering the Na-
tive American population by 1860.

As Native peoples were increasingly restricted to res-
ervations, the subsistence clause became the central focus
of Native American rights to resources. Every word and
every punctuation mark of that clause have been the sub-
ject of litigation at one time or another. The attempt by the
state of Washington to use the distinction between citizens
of the United States and citizens of the Territory in some
sort of limiting way has not met with success.

Stevens could not have envisaged his attempt to “break
the ascendancy” of the Hudson’s Bay Company to con-
tinue to play a role in twenty-first century politics. But
neither could Stevens, or any of his political contem-
poraries, envisage Native people persisting in exercising
their Aboriginal rights for so long. This analysis speaks to
the remarkable tenacity of Native peoples, as well as the
importance of understanding contemporary issues sur-
rounding Aboriginal rights within the historical context
in which they were created.
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Bi-National Niagara Falls — 1887-1929
Divergent Development of Hydro
on the Canadian Side of the Falls'

Karl Froschauer

Abstract

rom 1887 to 1929, the bi-national Niagara Falls have
Fserved tourism and power generation in Ontario.

Something went wrong with the private hydro de-
velopment on the Canadian side of the Falls, however. This
article shows that when private hydro utilities (who had
been allocated public water rights to the falls) created con-
ditions of regional industrial backwardness in Ontario be-
cause they found exports to U.S. industry more profitable,
the state, pressured by municipal movements, intervened
to reverse privatization of hydroelectric development
and to strengthen export regulation. This archival study
demonstrates that asymmetrical political and trade re-
lations between Canada and the U.S. can be overcome.

Introduction

What went wrong with the private hydro development at
Niagara Falls from 1887 to 19292 At Niagara Falls, develop-
ers of a transnational hydroelectric infrastructure stifled
industrial growth in Ontario and, instead, strengthened
itin New York State. The industrial growth that did occur
in Ontario was not of the type and quality anticipated
by theorists, engineers, utility executives, and politicians.
Ontario’s dependence on technology transfers, importa-

tion of entrepreneurs, and reliance on U.S. capital showed
less industrial autonomy than had been assumed (Keefer
1899, Dales 1957).

The early Niagara experience also casts doubt on an-
other assumption currently strong among Canadians and
their provincial governments: that water power rights and
electricity generation should be left to the private sector. In
1899, in order to start repatriating and later nationalizing
the Niagara power necessary for the progress of Ontario
manufacturers, local governments at Niagara were soon
forced to reverse their 1887 allocation of water power from
the falls to private, U.S.-owned, profit-seeking utilities. The
Niagara case constitutes the first major re-appropriation of
formerly privatized water powers, for in the 1960s British
Columbia, Newfoundland, Québec, and Manitoba fol-
lowed Ontario by nationalizing their hydro utilities.

Part of the reason of this shift from private to public
power was the private power companies’ failure to transmit
power to the small manufacturers in southwestern Ontario
towns. The formation of the publicly-owned Ontario
Power Commission (Ontario Hydro) allowed small
manufacturers to convert their factories from American
coal-fueled steam engines to industrial electric motors. By
1910, the provincial government belatedly began bridging
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the transmission gap. The federal government, which con-
trols export policy, reversed its original view that power
could be treated as other exports and began to advocate
that electricity exports be stopped. That threat of having
Ontario water powers absorbed by U.S. industry resulted
in the 1907 Exportation Act. However, the act was in-
sufficient to repatriate power needed for Canadian war
industries between1917-18. As a result of the repatriation
crisis, a temporary consensus underpinned power policy:
electricity, Mackenzie King emphasized in 1929, “shall
be utilized within the Dominion to stimulate Canadian
industry and develop natural resources” (Grauer 1961,
261-2).

The previous theoretical notions guiding the analysis
of similar historical hydro cases by John Dales and Henry
V. Nelles require a fuller specification (as will be discussed
in the conclusion of this article) of how we should con-
ceptualize hydro-related industrial development and the
state interventionist role in privatization, its reversal, and
planning. Therefore, I present the findings of this bi-na-
tional Niagara case to support the argument that, when
private hydro owners (who have been allocated public
water rights) created conditions of regional industrial
backwardness because they found exports more profit-
able, the state as holder of public rights (and pressured by
social movements) had a mandate to intervene to establish
some control over exports in order to create (local) condi-
tions for industrial development and to provide electricity
inputs to enhance profitable manufacturing (Offe 1975).
Once the state had become an electricity producer, how-
ever, its planning ability was limited by industrialists in
the emergent industrial market.

By answering three questions, this article shows what
went wrong in the early history of Canadian hydro de-
velopment (Bradford 1989). Under what conditions did
private enterprises that use Niagara electricity projects to
serve industry and exports engender a public response
that led to state intervention and the reversal of privatiza-
tion of such resource developments? What tends to go
wrong when the state as a producer of electricity is limited
by owners in the industrial market itself in its ability to
plan and builds up surplus capacity? What went wrong
when electricity surpluses used for exports to the United
States were continued?

To demonstrate, first, how, through an export-orienta-
tion at the bi-national Niagara Falls, the industrialization
process in southern Ontario fell behind, it is important
to focus on the companies - Canadian Niagara Power
Company, Ontario Power Company, and the Electrical
Development Company - involved in developing elec-
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tricity at the Falls for export. Then, I will probe whether
speculators that left hydro resources undeveloped de-
layed Ontarios industrial development. Because it owns
the water-power rights and public hydro, the state’s role
in bi-national resource development calls for archival re-
search at the provincial level, the federal level (because
it has jurisdiction over exports), and the municipal level
(because Ontario towns became owners of the transmis-
sion network). Even though, transmission technology
changed in 1896 to allow electricity transport to south-
ern Ontario, owners preferred the more lucrative U.S.
industrial market; however, the public power movement
by small manufacturers wanted a cooperatively-owned
transmission system and “power at cost.” I briefly review
the historical pattern of initially releasing public water
power for private development and then reclaiming for
public ownership these privatized hydro-power resources,
often with completed power facilities (see table 1).

I present most archival findings from manuscripts, cor-
respondence, statistics, industrial surveys and contracts,
as well as secondary sources relevant for this hydro case
study, to demonstrate the politics of developing a private
power system (grid, generating stations, and distribution)
and the development patterns that emerge: (1) the his-
toric privatization reversal: electricity projects that serve
U.S. industry and U.S. exports and create local industrial
backwardness can engender a public response that will
lead to state intervention and the reversal of privatization
of such resource developments; (2) the planning limita-
tions for the state as producer of electricity: the timing
and size of more public hydroelectric projects, which
may not coincide with industrial need, (3) exports to the
U.S. are not always in the best interest of the country as
a whole: repatriation started with demands that Niagara
Falls provide “Public Power at Cost,” and continued with
the repatriation crisis during the First World War and the
claim that “Power Exported is Power Lost”

Reversing the Privatization of Niagara Falls

Although the water-power rights to Niagara Falls are ap-
portioned between Canada and the U.S. according to the
international boundary, Ontario initially allowed U.S.
investors to monopolize power franchises at the falls. In
1887, the Queen Victoria Niagara Falls Park Commis-
sion was established with a mandate to buy the land in
the vicinity of the falls and, shortly afterward, it entered
the hydroelectric business (Nelles 1974, 33). Ontario
governed the hydroelectric industry by “retaining title
to waterpower in the hands of the crown and by leasing
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waterpower privileges instead of selling them outright”
(38). Nelles specifies such water power rights in Ontario by
defining that “the water, simply by virtue of passing over
private property, was not itself private property; it could
be used only in passage” when licensed to extract power
from its flow (7). This retention of title, while leasing wat-
er-power rights for a limited period, allowed the state to
“demand both a revenue from the industry and prompt
performance of construction agreements” (38). To help
launch the first hydroelectric enterprise, the commission
granted the exclusive power rights, not to a developer, but
to a speculator. As H.V. Nelles records, in 1887 the com-
missioners sold, for an advance of $10,000, exclusive water
power rights to the Canadian falls to Colonel A.D. Shaw
of Watertown, New York (33-34). The Parks Commission
needed such revenue to buy the property next to the Falls
and convert it from a gaudy tourist area into a riverfront
park that would also accommodate a few stately power-
houses. Without having built such facilities, Shaw sold
his monopoly franchise to the U.S.-owned Niagara Falls
Power Company. Then, in 1892, that firm incorporated
its Canadian water power rights as the Canadian Niagara
Power Company.? Shaw, in turn, became its nominal pres-
ident (34). From then on, this firm “had the first choice of
location for power development works within the Park”
on the Ontario bank and was expected to be “the first
power company to produce power on the Canadian side of
the Falls” (Davenport 1904, 163). It had not only received
the right to draw water from Niagara Falls for generating
power and but also to transmit and distribute electricity
for sale outside the riverfront park for 100 years (163).
Although the Ontario government had privatized the
water rights in 1887 subject to timely power development,
Shaw and Canadian Niagara held up the building of the
needed power plants from 1887 to 1901 in anticipation of
higher profits from future electricity exports to New York
State. The stalling tactics of the American speculators con-
tributed to southern Ontario’ falling behind in capturing
early industrial benefits. For instance until 1886, in the ab-
sence of long-distance transmission technology, industries,
especially energy-intensive industries and electro-process
industries (such as producing abrasives, plating silver, or
processing chemicals) found it necessary to locate their
operations close to power plants. The Niagara Falls Power
Company, well aware of this need, had attracted more than
20 “industrial tenants” who bought short-distance power
in the town of Niagara Falls, NY (Davenport 1904, 81-
86), while stalling electricity generation and industrial
development on the Canadian side of the falls.?

Table 1. Chronology of the Privatization and its Reversal
at the Canadian Niagara Falls

1887 Ontario sells A.D. Shaw the monopoly rights.
He sells them to the U.S.-owned Niagara Falls
Power Co.

1896 Niagara Falls Power Co. transmits industrial
power to Buffalo from its U.S. plants at the
Falls

1897 Supreme Court of Ontario reviews Niagara
Falls Power Co’s failure to construct a
Canadian plant

1899 to 1903  Niagara Falls Power Co. retains only one-

third share of Falls. Remaining two-thirds are
sold to U.S.-owned Ontario Power Co. and
Toronto-owned Electrical Power Co.

1901 Niagara Falls Power Co. starts construction of
its Canadian plant

1903 The formation of the Hydro-Electric Power
Commission of Ontario (The Ontario Power
Commission) which advocates public power
development

1906 Niagara Falls Power Co. exports power to
Buffalo industries from its Canadian plant
1907 Ontario Power Co. exports power to its U.S.
industrial customers from its Canadian plant
1908 Toronto’s Electrical Power Co. transports
power to Toronto and sells to the U.S. market
1910 Two-thirds of the electricity generated at the
Canadian Falls is exported to the U.S.

1910 Ontario Power Commission delivers
first Niagara Falls power over the public
transmission line to Berlin, Ontario

With the invention and installation of transmission
lines by 1896, electricity now could be brought to indus-
try rather than industry having to locate near generating
plants (Davenport 1904, 76-77). New transmission tech-
nology, however, allowed American owners of the Niagara
Falls power monopoly either to supply industrialists fur-
ther afield in Buffalo and Syracuse or to initiate delivery
to Ontario manufacturers in London, Guelph, and Berlin
(later Kitchener). Their choice became evident on 10 Nov-
ember 1896 when the Niagara Falls Power company’s 20
mile-long transmission line reached its Buffalo industrial
market (Denison n.d., 28). Meanwhile, on the Niagara
peninsula, skepticism about the U.S. power company
grew: “The spectacular growth sparked by hydro-electric
development on the American side of the Falls exasper-
ated the residents of the Niagara peninsula who had long
since grown suspicious of the endless excuses advanced
by the Canadian Niagara Power Co. for the total lack of
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progress on its monopoly concession within the park”
(Nelles 1974, 223).

It was then that Ontario’s Liberal premier, A.S. Hardy,
“asked the Supreme Court of Ontario to rule whether
the total absence of construction prescribed by the
agreement at the 1897 deadline constituted a breach of
contract”(Nelles 1974, 225). The court found the terms of
the original agreement could not be cancelled until 1899
(225). Before the final showdown, the government and the
U.S. utility company found a compromise when “in July
of 1899 the company relinquished its monopoly on the
Canadian side of the Falls” (225); yet, despite its dismal
record, Canadian Niagara retained power rights to one-
third of the Canadian Falls (100,000 hp, or 75 MW), the
other two-thirds being available to other private utilities
(Grauer 1961, 250, n3).

By 1903, the Queen Victoria Niagara Falls Commis-
sion had granted all available power franchises. Foreign
ownership of such power rights was well hidden behind
corporate names. While the Canadian-owned Electrical
Development Co. (EDC or Toronto Power) referred in its
name neither to nation nor province, the two U.S.-owned
subsidiaries, the Canadian Niagara Power Co. and the On-
tario Power Company, had added “Canadian” and “On-
tario” to their names (see Figure 1), adjectives which in
fact disguised their U.S. ownership.

Canadian Niagara Power Company

After having its monopoly reduced to one-third of the
water power at the Canadian Falls, the Canadian Niag-
ara Power Company became the first utility to build a
power plant on the Ontario side. Harold Buck, electrical
director of its American parent firm (the Niagara Falls
Power Company), simply conceived the Ontario plant as
an extension of the two New York State plants (Belfield
1981, 88). Construction began in 1901, and the first power
was transferred from branch to parent by 1905 (Grauer
1961, 250). That is, the parent utility directed its Canad-
ian subsidiary to export nearly all the power from its new
Canadian plant back to the U.S. parent utility’s market
(Belfield 1981, 94).*

By 1906, some of this exported energy supplied the
short-distance industrial market in Niagara Falls, NY, but
the bulk of it went to its long-distance industrial market
in Buffalo.” The Niagara Company dominated both these
industrial markets. One was located less than two miles
from the company’s plant in Niagara Falls, New York,
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Figure 1. Power Plants on the Niagara River, 1900-1910
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Electrical Development
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Sources: George W. Davenport, The Niagara Falls Electrical Hand-
book (Syracuse: Mason Press, 1904); adapted from “Powerplants on
the Niagara River” (by Geoffrey Matthews) in Pierre Berton, Niagara:
History of the Falls (Toronto: McClelland & Stewart, 1992), p. 281,
(used by permission).

and consisted of 22 industries; the other was between 15
and 35 miles from the same Niagara plant in Tonawanda,
Lockport, Olcott, and Buftalo, and included more than
sixty industrial customers (Davenport 1904, 81-86). With
a lucrative U.S. industrial market, this American utility
shunned the riskier and less profitable Canadian manu-
facturing market.

Ontario Power Company

In a similar way, the Ontario Power Company, the other
U.S. power company owned by a syndicate of Buffalo in-
dustrialists, also vertically integrated its structure of gen-
eration, international transmission, and U.S. customer dis-
tribution. In 1900, this Company had received the second
franchise from the Queen Victoria Falls Park Commission
to develop eventually a 180,000 hp (134 MW) facility at
Niagara Falls (Grauer 1961, 250 n3; Nelles 1974, 227).
Again, its major U.S. customer was its corporate parent,
the Niagara Lockport and Ontario Power Company. To
assure continued internal power transfers, the parent
company signed long-term contracts with its subsidiary
in Canada: “the initial contract between the subsidiary
and parent companies was dated 16 July 1904, and called
for the delivery of 60,000 horsepower [45 MW] on or be-
fore 1 January 1907. This contract was to remain in force
until 1 April 1950, with certain provisions for renewal”
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(Grauer 1961, 250). As Belfield found, “Niagara Lockport’s
strategy was to build first a trunk line between Lockport
and Syracuse, NY, and then install branch lines from the
trunk to smaller urban centers in the region - rather like a
general railroad track strategy”(1981, 110). Both U.S. util-
ities connected their Canadian power plants to their U.S.
transmission systems, treated their Canadian subsidiaries
as electricity suppliers, and showed little interest in small
southern Ontario manufacturers.

Electrical Development Company

Canadian utility executives showed no more loyalty
than their American counterparts to Canada’s nascent
industrialist’s energy needs. The only Canadian company
developing hydro power at Niagara Falls similarly failed
to supply industrial electricity to southwestern Ontario
towns. On 29 January 1903, the Queen Victoria Niagara
Falls Park Commissioners had granted the Electrical De-
velopment Co. the right to generate up to 125,000 hp (93
MW) of electricity (Davenport 1904, 169-70). Its owners,
formerly obsessed with railway projects, had formed the
MacKenzie syndicate, made up of William MacKenzie, a
railroad man, Frederic Nicholls, an electrical engineer and
head of Canadian General Electric, and Henry Mill Pel-
latt, a general financier-entrepreneur (Nelles 1974, 227-8;
Grauer 1961, 250). They “represented what was in fact the
foundation of a private utility monopoly in Toronto: the
head of the traction [electric street car] business, the head
of the electric light business [the Toronto Electric Light
Company], and the head of the major Canadian electric-
al manufacturer”® Because it had become less costly to
transport electricity to factories than to move factories and
supplies close to generating sites, they built their plant at
Niagara too late to replicate the industrial growth of their
U.S. competitors.

Copying U.S. efforts in creating local industrial parks
and promoting its own market, “the Mackenzie Syndicate
purchased a huge plot of land (530 acres) in the vicinity of
its generating plant at Niagara Falls. It [was] expected that
this land would be taken up by manufacturers using elec-
tro-chemical processes, or [by] other large power-using
businesses.” (Belfield 1981, 118-9).” That strategy failed
because, years before, the U.S.-owned Niagara Co. had
“established a grip” upon the industrial market in Niagara,
Ontario (Belfield 1981, 119) To strengthen their corporate
integration, the owners of the Electrical Development Co.
established two transmission subsidiaries: the Toronto &
Niagara Power Co. to serve “Toronto and the intermedi-
ate territories” and, in 1906, the Niagara Falls Electrical

Transmission Co. to compete with Niagara Lockport in
the safe, established markets of upstate New York (Bel-
field 1981, 115, 121). By 1908, they transmitted electricity
from their Niagara plant to their Toronto Power Co. (in
turn controlled by the Toronto Railway Co.) and thereby
vertically integrated supply, transmission, and distribution
(Nelles 1974, 285-6, 288).

That turn of events was not what Ontario government
officials had hoped for; they had expected private owners
to use Niagara electricity to help implant new industries
and modernize the emergent small manufacturers in
southern Ontario. Privatizing water power licences had
failed as an indigenous industrial development strategy:
private owners were simply uninterested in, even opposed
to, the wishes of smaller Ontario manufacturers. Private
utility owners were preoccupied with the more lucrative
industrial markets in Toronto, Buffalo, and Syracuse.

Reversal of Privatization

Ontarios small manufacturers wanted no additional Niag-
ara power exported to Buffalo; they wanted it transmitted
to Berlin (now Kitchener). During the first years of the
twentieth century, electricity generated on the Canadian
side of the Falls was Canadian only by virtue of geog-
raphy; as Nelles points out, commercially and practically
it belonged to American manufacturers (1974, 324). By
1910, 64% of the power generation was committed for
export.® Ontario’s small business people became aware
of that after the fact; as Nelles writes: “It was not until
Ontario businessmen took envious notice of the industrial
revolution brought by cheap electricity across the Niag-
ara River in the state of New York that they discovered
that their Niagara waterpower had been gobbled up by
Americans” (35).

Earlier, in 1903, the threat of industrial stagnation
had become very real for southwestern Ontario. Small
manufacturers started a public power movement whose
aims were clear: they did not want regulated power for
profit, they wanted power at cost; and they did not want
a private urban power monopoly running the hinterland;
they wanted their own co-operative utility supplying their
communities and industries. To realize their goals, they
called for a public power company to co-ordinate both
community and corporate goals. Members of the public
power movement envisaged the following steps: negoti-
ating contracts with the private power suppliers, raising
capital for public transmission lines and plants, and revers-
ing the privatization of Niagara Falls.
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Small-town manufacturers met not only among them-
selves but also with key politicians and the public as early
as 1902 with the aim of forming the Ontario Power Com-
mission as their progressive utility. For them, bringing
progress to towns and factories meant receiving electrical
power from municipal circuit plants rather than from
coal-fired steam plants and running electrically-powered
equipment rather than steam-powered machinery. At the
Waterloo Board of Trade meeting on 11 February 1902,
E.W.B Snider suggested that if the members of the board of
trade banded together to create an attractive, co-operative
market for Niagara power, the community of Waterloo
“could offer cheap power to manufacturers that would
greatly assist [the community’s] further progress” The co-
operative utility would help bring a power line from the
plants at Niagara Falls to prevent the scattered towns of
southwestern Ontario from being left behind (Nelles 1974,
237). One year later, on 17 February 1903, at a meeting in
the Berlin YMCA, Snider recommended to 67 delegates
from the main towns and cities in the region “that the
municipalities should build a transmission system only,
purchasing their power from one of the existing gener-
ating plants at Niagara,” which at $8 plus transmission,
would cost $15 per hp per year at municipal boundaries
(242). During the same month, he led a group of twelve
men to meet Ontario Premier G.W. Ross and “begged
the province either to distribute hydro-electricity itself or
permit the municipalities to do it themselves” (244). He
objected to the formation of a monopoly of Niagara water
power and warned that a lack of cheap power would de-
industrialize southwestern Ontario. Ross found their argu-
ments persuasive, and the subsequent provincial Act to
Provide for the Construction of Municipal Power Works
and the Transmission, Distribution and Supply of Elec-
trical and Other Power and Energy permitted the creation
of the Ontario Power Commission (245). On 12 August
1903, at a general meeting of the interested municipalities
and manufacturers in the Toronto City Hall, Snider, PW.
Ellis, a Toronto wholesale jeweler, W.E. Cockshutt, a farm
implement manufacturer from Brantford, and Adam Beck,
factory owner, mayor of London and Conservative MPP,
were selected commissioners (245-6). Beck took over the
leadership of the Ontario Power Commission in 1904.

Faced with continuing opposition from the Toronto
Syndicate and its Electrical Development Company, Snider
headed a commission of inquiry and filed his report in
March 1906. The Snider Commission recommended that,
since small southwestern Ontario towns could not afford
to build a generating station of their own at Niagara, they
should propose (because the Power Act allowed the Com-
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mission to proceed with its own transmission network)
to buy and distribute electricity “at cost” by means of a
municipal co-operative that would build and operate the
transmission system linking the major towns with Niagara
(Nelles 1974, 263). The Commission signed, first, a supply
contract with the American-owned Ontario Power Com-
pany on 21 March 1908, and then a transmission contract
on 13 August 1908 with municipalities in the southwest
(237-8).° On 11 October 1910, with great fanfare in Ber-
lin, the first “switching on” ceremony took place (231). In
this way, Ontario Power commissioners helped bridge the
infrastructural gap and thereby belatedly remedied the
failure of private enterprise to supply industrial energy to
southern Ontario’s producers. This new supply of hydro-
electric power allowed manufacturers with an interest in
developing Ontario to use more sophisticated machinery
in their small factories.

Until that point, private power companies built their
Canadian plants for electricity export to U.S. industries.
With the public power movement gaining strength, such
continentalism in energy integration was temporarily sty-
mied. Southern Ontario manufacturers resisted electricity
exports because they needed electricity to replace their
steam-powered technology with electrical machinery. In
this way, they initiated the reversal of U.S. ownership of
power utilities in Ontario. Resistance to U.S. ownership in
the hydro sector, however, did not extend to other indus-
trial sectors, and public power continued to serve branch
plant expansions and foreign-directed resource process-
ing; however, the uncertainties of foreign-directed eco-
nomic development caused major co-ordination problems
for the Ontario Power Commission. It became evident that
the changing electricity needs of foreign industry were
difficult to anticipate.

Predicting Power Use for Unpredicable Firms

What tends to go wrong when owners in the industrial
market limit the state’s ability as a producer of electricity
to plan for the future? The Ontario Power Commission
expanded its infrastructure to serve small manufactur-
ers, U.S. branch plants, and the export-oriented natural
resource-based industries in Ontario, and its attempt to
serve a varied customer base contributed to severe plan-
ning difficulties, including the over-construction of the
hydroelectric infrastructure.'® The publicly-owned Power
Commission was faced with demands from manufacturers
that electricity be turned on for branch plants and turned
off for consumption in small towns.
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In order to supply municipalities and industries, which
increasingly demanded benefits from the cheaper public
“power at cost,” rather than the more expensive private
“power at profit,” the Power Commission initially signed
private supply contracts and subsequently bought power
plants and power companies. The commission’s first pur-
chase in 1914 was the Big Chute plant (4 MW), built in
1909, on the Severn River (Fram 1980, 31). By 1917, it had
integrated into its system the Ontario Power Company’s
plant at Niagara Falls, Ontario, built in 1905 to supply
industries in Buffalo, NY (32). By 1920, in the Thunder
Bay service area, the Commission had added the Cameron
Falls development on the Nipigon River to serve pulp and
paper companies and to supply the twin cities of Port Ar-
thur and Fort William (now Thunder Bay). In 1921, the
public utility officially inaugurated its Queenston-Chip-
pawa plant, at the time hailed as the largest in the world
(Denison 1960, 131). And by 1922, the Commission had
negotiated to purchase the Toronto syndicate’s Toronto
Power Co. which included the Electrical Power Company’s
plant at Niagara Falls. It had taken thirty-five years to re-
verse the privatization of hydro development at the falls.

Before long, the Power Commission faced accusations
of having built surplus capacity and of having overestimat-
ed industrial demand. The 1925 report of a hydroelectric
inquiry commission, known as the Gregory Commission,
revealed that by October 1921, Chief Engineer Gaby’s “esti-
mates of a demand for from 25,000 [19 MW] to 30,000 h.p.
[22 MW] were far from reached”(Gregory 1925, 31). On
the one hand, the Ontario Power commissioners tried to
meet resource company requests; on the other hand, their
industrial power consumption estimates were unreliable
and made planning power plant capacity problematic. In
one instance, when the Commission’s chair was accused of
overbuilding the system, he deflected blame to the Ontario
governments failure to make a “binding contract with the
Carrick interest,” also known as the “the old Tory Timber
Ring,” which included the former mayor of Port Arthur."!
The Power Commission generated a surplus capacity of
“10,000 to 15,000 horsepower [8 to 11 MW],” whereas
the Carrick interests had not honoured their request for
electricity (Gregory 1925, 31).

Large transnational corporations requested similarly
inflated energy demands from the Commission, as in the
case of the Goodyear Tire & Rubber Company of Canada.
Goodyear’s manager, C.H. Carlisle, was one of 10 repre-
sentatives of the Canadian Manufacturers’ Association
who, together with four representatives of the Hydro-
Electric Commission, attended a meeting in Toronto on
Tuesday, 4 May 1920. The key advocates for the interests

of large industrial power consumers were Carlisle and J.G.
Perrin, manager of the Willys-Oberland Company. Sir
Adam Beck, chair of the Hydro-Electric Power Commis-
sion of Ontario, defended the commission’s approach to
hydro planning and to the distribution of electricity.
Supporting Perrin’s contention that industry should
get priority access to “power at cost” instead of wasting it
by supplying small Ontario towns, Carlisle demanded a
larger allocation of power for Goodyear (Beck 1920, 4-6):

Our present plant is one twelfth of the plant we
planned for in New Toronto, our Company is em-
ploying about three thousand people, and this new
development will call for about six thousand five hun-
dred people. I have been informed that we can get no
increase of power. When I located in New Toronto, I
took it up with some of your representatives and was
assured of continuous power and plenty of power.
We have made an investment at the present time of
$6,842,000. The additions mean two and a half mil-
lion dollars more, so we have quite an investment. In
planning this plant we made no provision for space
for [sic] steam plant... We will need by January 1st,
[1921], 6500 H.P. and we get a promise of 2300. That
is one reason that I think we should first see that the
manufacturing interests that employ the people of this
Province and the concerns that are practically the back-
bone of commerce should be first considered, and their
future extensions be provided for (my emphasis) (Beck
1920, 5).

Perrin thought it a waste that small communities (he
did not even mention the small manufacturers in them)
should have electric lighting and that, instead, more reli-
able power should be supplied to his factory and to Good-
year. Perrin observed that “a short time ago I had occasion
to pass through a number of hamlets and small villages in
the Province. Now it is very nice to see them all lighted up
and all that but it seems a waste and this power should be
devoted to industrial [transmission] lines” (Hydro-Elec-
tric Power Commission 1920, 7-8).

Responding to his fellow manufacturers, Beck explained
the difference in the obligations of a co-operative public
utility and a private utility in supplying electricity: “You
[large-scale manufacturers] are getting power at cost, and
I think we have [a]lways made an equitable adjustment as
between the manufacturer, street lighting service, and the
individual householder. You say the manufacturer should
have some preference, but as I have already explained, this
is not possible. It is a municipal affair, and we cannot say
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as a private company might say that we will not take on
this town or that village, because the manufacturers pay
us a better price and it is cheaper and more convenient
to render one bill instead of 10,000 bills” (Hydro-Electric
Power Commission 1920, 21).

Since the power commission could not supply the re-
quested power, and the Goodyear management did not
want to wait for the industrial supply that would come on
line from the Queenston plant, Goodyear signed a con-
tract with the Toronto Power Company (also called the
Electrical Development Company) which sold power for
profit rather than at cost (Carlisle 1922b, 4). As indicated
in Goodyear memoranda, the cost of power under the
Hydro Commission contract was $22.75 per HP per year
and that of the Toronto Power Co. was more than triple
the rate at $72.51 (4). Goodyear signed a contract in 1920,
and “under its terms, the Toronto Power Co. agreed to
supply and hold in reserve for the Goodyear Company,
3000 HP (“Firm Power”) during 24 hours of every day
for a period of five years from 1st January, 1921, to 31st
December, 1925”7 (4). Just two months later, Goodyear
no longer needed the power. In the company’s defence,
Carlisle explained to the commission, “As you know, the
American Goodyear became involved with losses of up-
wards of $70,000,000.00 [70 million], causing us a loss
through the contracts we had with them for foreign busi-
ness of somewhat over $5,000,000.00 [5 million]; this loss
made our company insolvent, and it was necessary to re-
finance and reorganize” (Carlisle 1922a, 1).

Carlisle argued that for these reasons, “the Good-
year Company was in no position to take the additional
power specified in the contract with the Toronto Power
Company” (Carlisle 1922b, 2). The value of the legal and
collectible contract, a sum of $360,000 was scheduled as
one of the assets of the Toronto Power Company, which
the Hydro-Electric Power Commission was negotiating
to purchase (Carlisle 1922a, 2). The compromise accept-
able to the Goodyear Co. was to suspend its contract with
the Toronto Power Co. and obtain a power rate of $29.27
per hp per year from 1921 to 1926 (reduced from $72.51
per hp per year) from the commission (Carlisle 1922b, 4).
Such events demonstrate the serious problems that emerge
when a public power company tries to meet the electricity
needs of manufacturing in small towns, foreign-directed
branch plants, and natural resource processing. Attempts
to supply public energy for such varied paths of industrial
growth often result in power surplus capacities. Schemes
to export such surplus electricity became a contentious
issue during the second decade of the twentieth century
when shortages developed.
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Repatriation Crisis:
Power Exported is Power Lost

What went wrong with electricity exports to the United
States? Although the federal government has jurisdiction
over exports, its regulation of electricity exports varied.
The government had instituted controls in 1907 but al-
lowed them to slacken prior to the First World War. That
led to what is known as the repatriation crisis of 1917
when Canada was unable to reclaim electricity exports
from the U.S. to supply electricity for her own production
(Grauer 1961).

The federal government’s earliest position appeared to
have been that electricity should be treated as any other
good; in other words, it could be exported at the discre-
tion of the electric utility that owned the power. Then un-
expectedly, Canadian subsidiaries signed long-term export
contracts — of up to a century — with their U.S. parent
utilities. Dal Grauer, a political economist and former pro-
fessor of Social Science in Toronto, reviewed Ontario’s
export history in “Export of Electricity from Canada,” an
essay he published while he was chair of the B.C. Electric
Company (table 2). In that es