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From the Editor / L. Ian MacDonald

Foreign Policy

elcome to our special is-
sue on Canadian foreign
policy, in which we are

partnering with the Centre for Inter-
national Governance Innovation.

Since its founding by BlackBerry co-
founder Jim Balsillie in 2001, CIGI has
become Canada’s pre-eminent think
tank on foreign policy and interna-
tional governance. Led by experienced
foreign affairs hands and leading
academics, CIGI advances real-world
policy debate and ideas for improved
multilateral governance outcomes. An
outstanding group of writers from the
CIGI circle has contributed informed
and informative writing to our cover
package on foreign policy.

To begin, pollster Darrell Bricker and
his Ipsos colleague Sean Simpson note
that foreign policy is rarely a top of
mind concern with Canadians and
an Ipsos ranking of public policy is-
sues, taken just days before Canadians
voted last October, bears this out. The
economy, taxes and the desire for a
change of government topped the list,
while the Trans-Pacific Partnership
trade deal, the mission against ISIS
and the Syrian refugee crisis all ranked
near the bottom.

UBC professor and author Taylor
Owen has a must-read piece on the
enormous impact of the internet and
its social, financial, criminal and po-
litical players on international power
structures and the legacy institutions
of global governance.

Derek Burney and Fen Osler Hamp-
son examine the state of Canada-US
relations during a presidential election
season, and conclude that Canadians
should fasten their seat beats for what
looks like a bumpy ride no matter who
wins the White House next November.

CIGI President Rohinton P. Medhora
draws on his experience as a former
executive at the International Devel-

Policy

opment Research Centre to offer his-
torical context for the Trudeau gov-
ernment’s foreign aid review.

Paul Heinbecker and Andrew S.
Thompson look at the global refu-
gee crisis and write that: “The world
is struggling to cope with roughly 60
million refugees and displaced per-
sons,” approaching three per cent of
the global population, an urgent hu-
manitarian crisis.

Former CIBC chief economist Jeff Ru-
bin, now an author and CIGI Senior
Fellow, looks at the future of Cana-
da’s oil sands and says it was already
precarious before the Fort McMurray
wildfire due to both COP 21 emissions
reduction targets and the crash in oil
prices. For her part, Céline Bak exam-
ines climate change and innovation
after COP 21.

Veteran trade policy analyst Dan
Ciuriak considers the prospects for
pending trans-Atlantic and trans-Pa-
cific trade deals and sees them run-
ning into heavy political headwinds.
Thomas Bernes and Domenico Lom-
bardi ask “Whither the G20?”

University of Waterloo Professor Hon-
gying Wang looks at the relationship
between Canada and China, and sug-
gests the arrival of the Trudeau gov-
ernment presents an opportunity for
turning the page, especially on trade.

tributing Writer David McLaugh-

lin takes us inside the Progressive
Conservative campaign that swept
Manitoba on April 19. McLaughlin
served as campaign director for the
Conservatives, who won 40 out of 57
seats in the Legislature, and tells how
they did it.

By rare coincidence, both the federal
Conservative and Liberal parties held
policy conventions the last weekend
in May. In Vancouver, Yaroslav Ba-
ran found the Tories in a surprisingly

In Canada and the World, Con-

upbeat mood, while in Winnipeg the
Liberals took a victory lap. The con-
current conventions offered a striking
role reversal in terms of open media
coverage that reflected the Conserva-
tive and Liberal reversals of fortune.
As Don Newman notes in his column:
“Clearly, once a party is in govern-
ment, it acts like a government. The
simple fact is that if it didn't, it would
be unlikely to be the government for
very long.”

Contributing Writer David Mitch-
ell looks at the Liberal climb-down
from stacking the special committee
on parliamentary reform, and how
resolving the deadlock over process
may enhance the prospects for suc-
cess on substance. From the Uni-
versity of Ottawa law faculty, court
watcher and author Carissima Ma-
then follows the assisted dying bill
from the House to the Senate, where
it missed the June 6 deadline set by
the Supreme Court for compliance
with its decision of last year.

inally, in a Verbatim, former

Prime Minister Brian Mulroney

takes a look at the US and Ca-
nadian political scenes and their
possible impact on public policy.
With the US presidential campaign
bogged down in protectionism, and
prospects for TPP approval “dim at
best”, he urges Canada to pursue bi-
lateral trade agreements with our Pa-
cific partners. He also calls for Prime
Minister Trudeau’s leadership in a
nation-building project of building
pipelines to tidewater and moving
Canada’s vast oil and gas resources to
markets beyond the US. “He strikes
me,” Mulroney says, “as having the
style, the interest and the political
instinct to bring the premiers and the
aboriginal leaders and environmental-
ists together.”

Enjoy your summer.



Canadian Public Opinion
and Foreign Policy

Darrell J. Bricker and Sean Simpson

The Canadian public rarely concerns itself with foreign
policy issues. When it does, the government of the day
has three options for managing it—it can align policy to
match opinion, it can shape or lead public opinion in the
direction of policy, or it can gamble with an unpopular
policy that is opposed by the public. We explore some
recent foreign-policy issues and look at the degree to which
government policy was aligned with public opinion.

ince being elected in October,
S the new federal Liberal govern-

ment has interpreted its man-
date as broad public support for
change in general (absolutely cor-
rect), but also very specific support
for all that they promised during the
election campaign (not so correct).
Put another way, the Liberals said
they would do “X” and they won a
majority of seats (although only 39
per cent of the popular vote), there-
fore “Canadians” have now endorsed
implementing every promise detailed
in the Liberal Party platform. This is
why the new government feels justi-
fied when it announces changes from

the previous government’s policies,
or introduces any of its own policies,
saying that “this is what Canadians
have asked us to do.”

The Trudeau government says it is
responding to the will of Canadians,
as well as to Canadian values. We've
certainly heard this message when it
comes to changes in domestic policy,
including implementing a national
inquiry into missing and murdered
aboriginal women and girls, bring-
ing back the long-form census, and
beginning a massive investment in
infrastructure to stimulate the econo-
my and create jobs. They’ve also cited
the views of Canadians—and Cana-

dian values—as justification for some
of their internationally-focused deci-
sions, such as signing the Paris Agree-
ment on Greenhouse Gas Emissions,
and ending air strikes on ISIS targets
in the Middle East.

How does all of this square with pre-
vailing public opinion in Canada? In
our view, the relationship between
public opinion and any govern-
ment’s policies can be categorized
in one of three ways. First, a govern-
ment’s decisions can be in sync with
public opinion and be regarded as the
government giving the public what it
wants. Second, a government can be
ahead of public opinion on a policy
but understand that, with the right
persuasion, it can bring the public on
side, effectively shaping public opin-
ion. Third, a government can enact
a policy that is at odds with public
opinion, either because it is being
forced to (by the legal system, exter-
nal actors or events, etc.), because it
feels the policy isn’t a priority for the
public and won't serve as a flash point
for organizing opposition, or because
it firmly believes it is the right thing
to do and is prepared to gamble with
the electoral consequences.

FIGURE 1: Priority Issues for Canadians: 2015 General Election (Ipsos: October 14, 2015)

The specific economic plan presented by each Party

A strong plan to reduce the greenhouse gases that contribute to climate change

The issue of religious and cultural freedom and values in Canada
(such as the wearing of the nigab or other face coverings during citizenship ceremonies)

Ethics issues related to the Senate and Mike Duffy trial
A national childcare program

The newly announced Trans Pacific Partnership (TPP) trade deal
Continuing Canada's military mission to fight ISIL in the Middle East

The performance of Canada’s economy

Reducing the taxes that | pay

A desire to throw out the Harper government

The Syrian refugee crisis

58%
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ernment policy falls within the

first two categories—the govern-
ment is aligned with public opinion,
or believes that with the right informa-
tion the public can be brought onside.
The last category, especially at the ex-
treme (a major stand on principle), is a
big gamble for any government in our
democratic system. Some political par-
ties and prime ministers believe that a
gamble is worth taking for the good of
the country. An example of this would
be former Prime Minister Brian Mul-
roney’s championing of constitution-
al reconciliation with Quebec with the
Meech Lake Accord in 1987 and again
in 1990. For Mulroney, this really was
a gamble—he described it as “rolling
the dice.”

I n our experience, almost all gov-

Turning now to recent Canadian
foreign policy, there are a number
of examples over the last few years
that show our governments aligning,
shaping or going against public opin-
ion. It's early days for the Trudeau
government, but we’ve already seen
a few examples of where they've
wrestled with the public-opinion
implications of their foreign policy
decisions. But, while these may have
been high profile issues from the per-
spective of our media and political
elites, they have been back-burner is-
sues for most Canadians. As a result,
they have represented relatively low
risk confrontations with public opin-
ion for the new government.

It's low risk because Canadian poli-
tics is dominated by domestic issues.
In an Ipsos poll conducted during the
2015 election, Canadians were pre-
sented with a list of eleven key issues
and asked the degree to which each
was “absolutely critical” in determin-
ing the party for which they would
vote. Topping the list was the perfor-
mance of the Canadian economy (58
per cent), followed by tax reduction
(44%), the specific economic plan pre-
sented by each party (41per cent), a
desire to throw out the Harper Conser-
vatives (36 per cent) and a strong plan
to reduce greenhouse gases that con-
tribute to climate change (33 per cent).
While some aspects of climate change
could be considered a matter of for-
eign policy, the dominant issues in the
campaign were all clearly domestic.

The issues at the bottom of the list were
all matters of foreign policy. These in-
cluded the newly-announced Trans-
Pacific Partnership (TPP) deal (21 per
cent), continuing Canada’s military
mission to fight ISIL in the Middle
East (21 per cent), and the Syrian refu-
gee crisis (19 per cent). This is not to
say that some voters weren’t thinking
about foreign policy issues when they
marked their ballot, but that these is-
sues were less important to how they
voted than the domestic (especially
economic) issues on the agenda.

he 2015 federal election was
not an anomaly. We saw a

similar ordering of domestic

and foreign policy issues during the
2011 election when the Harper Con-
servatives won their majority govern-
ment. An election-day poll conduct-
ed by Ipsos with over 30,000 voters
showed that just 1 per cent chose “in-
ternational issues,” such as the war in
Afghanistan, as the most important
question in determining their vote.
Regardless of whether the Tories or
the Grits won the election, foreign
policy simply didn’t have a signifi-
cant impact on the outcome.

Going back further, there are a num-
ber of other interesting examples of
the interplay between public opinion
and foreign policy. For example, the
Kyoto Protocol, which was signed
by the Liberal Government in 1997
and ratified in 2002, was definitely
aligned with public opinion dur-
ing its early days. Ipsos polling at
the time showed that 74 per cent of
Canadians supported the Kyoto Pro-
tocol. Yet, it became a millstone for
then Liberal leader Stéphane Dion in
the 2008 federal election because this
foreign policy initiative ended up be-
ing defined in terms of its domestic
costs. Once again, a foreign-policy
initiative was trumped by domestic-
policy considerations.

More recently, the Trudeau Govern-
ment jumped feet-first into the cli-
mate change issue at the Paris Cli-
mate Conference. However, unlike
Dion, who was seen by most voters
as lacking the leadership skills and

FIGURE 2: Support for Kyoto Protocol

(Ipsos: November 8, 2002)

39%

Strongly
7% support
Don't

know

12% ——
Strongly

oppose 359%

8% - Somewhat
Somewhat support
oppose

FIGURE 3: Opinion on Trans-Pacific Partnership Deal
(Ipsos: October 14, 2015)

74%
— Support

36%
Bad deal

64%
Good deal
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judgement to be trusted with the fun-
damental domestic changes required
by his Kyoto-driven Greenshift pro-
gram, Trudeau was able to use his
charisma and new electoral mandate
to confidently sign an agreement in
Paris that was greeted with support
by most Canadians. How did Trudeau
pull this off? A big reason was be-
cause over much of the last decade
public opinion had been “shaped”
by the growing international and do-
mestic consensus about the priority
of climate change. This was not the
case back in 2008 when Dion sought
a mandate to implement the Kyoto
Accord. Also, during his election,
Trudeau didn’t stake everything on
this one issue, as Dion had. Remem-
ber, the environment ranked fifth—
not first—in influencing vote choice
during the last federal election.

Moving on to the issue of interna-
tional trade during the last election,
while the Trans-Pacific Partnership
(TPP) didn’t prove to be a big vote
driver, it was broadly supported by
Canadians. An Ipsos poll released on
October 14, 2015, showed that 64 per
cent thought that it was a good deal
for Canadians, compared to 36 per
cent who believed it was a bad deal.
While the TPP should have given the
Tories an opportunity to tout their
ability to effectively manage foreign
relations for our domestic benefit,
they had already lost their reputation
with voters as effective economic
managers due to the recession.

Economic growth, trade and envi-
ronmental protection are mostly
consensus issues in Canada, and so
far the new government has done a
good job of sticking to what works on
all three. But, as any student of Ca-
nadian politics knows, the devil can
be in the details. In particular, the is-
sue of climate change stands out due
to strong regional discontinuities in
public opinion—especially those di-
viding Alberta and the provinces east
of Ontario. Even though the Trudeau
government has been widely lauded
for signing the Paris Agreement, its
implementation could prove to be
difficult given the prevailing negative
economic mood in Alberta.

While the TPP should

have given the Tories
an opportunity to tout their
ability to effectively manage
foreign relations for our
domestic benefit, they had
already lost their reputation
with voters as effective
economic managers due to
the recession. %

While the government and public
are mostly aligned on trade, climate
change and the economy, they are
not aligned these days on military

intervention and refugee policies. On
refugees, Canadians are much more
concerned about security than the
Government has argued is reason-
able, and most (60 per cent) opposed
Trudeau'’s plan to settle 25,000 Syrian
refugees by the end of 2015.

On Canada’s military mission against
ISIL, Canadians were more aligned
with the previous government’s
policy than with what the Trudeau
Government has now started to im-
plement, as 66 per cent supported
an extension of the air strikes in Iraq
and Syria. As much talk as there was
about both issues during the election
campaign, neither was decisive in
terms of voter opinion.

Going forward, of the two issues,
refugee policy has the most potential
to create a public opinion problem
for the government. That's because
it’s a foreign policy issue with serious
domestic security implications. As
we've seen in a number of European
countries recently, Canada is one se-
curity incident away from major ten-
sion on the refugee file.

Darrell Bricker, is the Global CEO for
Ipsos Public Affairs, a leading public
opinion research firm with offices in 30
countries. He is also a Senior Fellow at
CIGI. darrell.bricker@ipsos.com

Sean Simpson is Vice President of Ipsos
Public Affairs in Canada, and leads
Ipsos’ national public-opinion polling
research on political and social trends.
sean.simpson@ipsos.com

FIGURE 4: Accepting 25,000 Government Sponsored
Refugees in 2015 (Ipsos: November 20, 2015)
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FIGURE 5: Extending the Canadian Forces Mission in
Iraq Against ISIS (Ipsos: March 23, 2015)
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Digital technology has revolutionized everything, but government has much catching up to do, particularly in foreign policy. Adobestock photo

Towards a Whole of

Government Digital Strategy

Taylor Owen

The world has changed drastically in the two decades
since the advent of the internet, but our policy making
and public discourse have failed to reflect the invisible
shifts in global power distribution that have revolution-
ized politics, conflict, economics, social disruption and,
as Taylor Owen writes, foreign policy.

Policy

oreign policy was once the bas-
F tion of the elites. In military, dip-

lomatic and humanitarian affairs,
nation-states and the small group of
individuals and institutions that gov-
erned their actions used primarily
kinetic and broadcast channels to in-
fluence the actions of others. Control
was largely exerted through hierar-
chical structures, and collective action
through industrial organizations.
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Digital technology has radically shift-
ed this reality by flattening the oper-
ating environment in which global
affairs is conducted. While nation-
states of course remain powerful, the
financial, political and ethical costs
of controlling people and events are
much higher. This digital shift has
four consequences for Canadian for-
eign policy, that together require a
rethinking of what it means to act
and have influence in the world.

First, digital technology has enabled
a new form of decentralized power in
the international system.

Ten years ago, the following didn’t
exist: social networks, smart phones,
the internet of things, Al, crypto cur-
rencies, the Silk Road marketplace,
drones, consumer virtual reality, 3D
printing, mpesa, blockchain, the Syr-
ian electronic army, Anonymous,
ISIS, Avaaz, Ushihidi, wikileaks. We
can debate their individual impor-
tance, but taken together they tell us
something interesting about a new
layer of power in the global system;
a layer that shares some important
characteristic.

Policies that

exemplify this desire
for control and the extent
states are willing to go to
exert it include the rapidly
expanding the surveillance
state, vast international data
sharing, efforts to break
encryption, unprecedented
prosecution of whistleblowers
and online crime and new
limitations on free speech. %

Collectively, these tools and capa-
bilities are getting increasingly pow-
erful. Quickly. The trend is clear.
While some technologies come and
go, and impact can wax and wane,

Ten years ago, the following didn’t exist: social

networks, smart phones, the internet of things,
Al, crypto currencies, the Silk Road marketplace, drones,
consumer virtual reality, 3D printing, mpesa, blockchain,
the Syrian electronic army, Anonymous, ISIS, Avaaz,

Ushihidi, wikileaks. 9

there is no question that decentral-
ized digital capabilities are growing
in significance. Faced with increased
individual agency and potential for
collective action, societies around
the world have clearly chosen the
messier economies and politics of
decentralized tools. This power is
at least in part dependent on tech-
nology, and these tools and groups
share a common set of emerging
practices, norms and ethics. They
are formless, highly resilient, rap-
idly evolving, and collaborative. Fi-
nally, they are empowered in ways
that sit outside of and in many ways
challenge our 20th century hierar-
chical organizations—our interna-
tional system.

Second, emerging technologies also
have a recentralizing effect.

This is occurring in two ways. First,
states are using these same networks
to seek to re-establish control over a
world of empowered digital citizens.
Because of the behaviour of perceived
negative actors, both autocratic and
democratic governments have cho-
sen to treat the digital space as a bat-
tlefield. To, as they state in the Five
Eyes surveillance collection posture,
“To collect it all, process it all, know
it all.” Policies that exemplify this de-
sire for control and the extent states
are willing to go to exert it include
the rapidly expanding the surveil-
lance state, vast international data
sharing, efforts to break encryption,
unprecedented prosecution of whis-
tleblowers and online crime and new
limitations on free speech.

Second, power is being recentralized

in the digital space through a new
generation of high-cost, large scale
digital innovation, including quan-
tum technologies, algorithmic gov-
ernance, predictive policing, Al and
autonomous weapons. These technol-
ogies concentrate power in a handful
of state and corporate powers.

Power is being

recentralized in the
digital space through a new
generation of high-cost,
large scale digital
innovation, including
quantum technologies,
algorithmic governance,
predictive policing, Al and
autonomous weapons. These
technologies concentrate
power in a handful of state
and corporate powers. %

Third, despite this tension, those
seeking control are in my view fight-
ing a losing battle.

States have lost their monopoly on
collective action. Command and
control systems were once required
to make large numbers of people do
things. This is no longer the case.
States can’t creatively destruct. Un-
like in the private sector, govern-
ment institutions can’t be replaced
by new organizations. They must
evolve, which is a challenging propo-
sition when faced with the structural
shifts enabled by digital technolo-

July/August 2016



gies. Digital actors are empowered by
the very “problems” that the modern
nation state was designed to over-
come (a lack of structure, instability,
decentralized governance, loose and
evolving ties). This means there is a
disconnect between the structures
and institutions that govern the in-
ternational system, and the groups
that increasingly have power. Finally,
in the digital world, what enables the
good also enables the bad. In seek-
ing to target perceived threatening
actors, the state risks also shutting
down all the positive benefits that
the internet and digital networks al-
low. In seeking to control, the state
risk breaking the network itself.

There are three major implications of
this shift for Canadian foreign policy.

First, in general terms, we need to
decide which side of this divide we
want to be on. Are we seeking to pro-
tect the network at all costs, and to
support empowering technologies,
or are we doing things that under-
mine its viability? For example, we
can’t both support breaking encryp-
tion and use encryption to promote
the speech of Iranian dissidents.
They are morally and practically
and strategically incompatible. Or,
are we taking dual-use surveillance
technologies as seriously as military
weapons? In the production, sale
and global deployment of surveil-
lance tools, the state risks negating
many of the positive steps it might
otherwise be taking, online and off.
Finally, should we be scaling back
the surveillance state in order to
preserve a single internet? What are
the trade-offs of our participation in
the Five Eyes surveillance network?
These are the types of question we
need to start taking seriously. Not
on the fringes of our foreign policy
debate, but as fundamental chal-
lenges for reshaping our posture in
the world.

Second, we should be asking, what
are the new spaces of governance in
which we could be acting? Our tra-

Policy

ditional global governance approach
focused almost exclusively on elites
and sought impact and influence
in state-based international institu-
tions. But what does a rules-based
system of norms and institutions to
protect the freedoms and security of
the individual look like in a world
of rapidly evolving technological
capacities?

Taking digital

foreign policy
seriously means moving
beyond siloed digital
foreign policies. The idea
that surveillance policy,
digital diplomacy,
autonomous weapons
development and digital
humanitarianism can be
discussed in isolated
departmental silos is
absurd. %

his will first and foremost re-

I quire a rethinking of the ap-
proach to online governance.

It means addressing the misalign-
ment between our international in-
stitutions and the actors and tech-
nologies that currently have power.
The status quo governance discourse
delegitimizes many of the emerging
actors with real power, and because
of this it is blind to some of the core
policy challenges of the 21st century.

It also means assessing what new
technologies or socio-technological
processes currently sit outside of our
international governance structures.
Algorithms, autonomous weapons,
quantum computing and crypto-
currencies all exist in ungoverned
spaces that fundamentally challenge
the legitimacy and authority of the
state. What does governance in this
rapidly evolving space look like?

ey

Finally, taking digital foreign poli-
cy seriously means moving beyond
siloed digital foreign policies. The
idea that surveillance policy, digital
diplomacy, autonomous weapons
development and digital humanitar-
ianism can be discussed in isolated
departmental silos is absurd. They
all intimately effect each other, are
based on the same data flows and al-
gorithmic tools, and contradictions
between them seriously harm our
credibility and impact in the world.

Put another way: What does a Whole
of Government Digital Strategy look
like—one that addresses surveillance,
IP, C-51, dual-use technologies, cy-
ber war, autonomous weapons and
online finance? Taking this question
seriously, with all of the complexi-
ties it entails, is a pre-requisite for
for any country seeking to engage
with responsibility, legitimacy and
continued relevance in the emerging
global digital system.

Taylor Owen is Assistant Professor of
Digital Media and Global Affairs at
the University of British Columbia,

a Senior Fellow at the Columbia
Journalism School and the founder and
Editor of OpenCanada.org. He is the
author, most recently, of Disruptive
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(University of Toronto Press, 2015,
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Prime Minister Justin Trudeau and President Barack Obama walking in the Rose Garden at the White House in March. Adam Scotti photo

Careening off the Rollercoaster:
Canada-US Relations Under

Trump or Clinton

Derek H. Burney and Fen Osler Hampson

Prime Minister Justin Trudeau has identified Canada-US
relations as a key agenda item for his new government,
a commitment manifested in his visit to Washington in
March. While the new warmth marks the highest point
in bilateral relations since the days when Brian Mulroney
and Ronald Reagan were singing “When Irish Eyes are
Smiling” together in Quebec City, it will require a reset in
January, 2017. That recalibration will either be drastic,
if Donald Trump is president, but only somehwhat less
so if there is a Democrat in the White House.

ver the past three decades,
O Canada-US relations have been
on a roller coaster. There have
been peaks and there have been troughs,
but the cart never completely came off
the rails. That may well change if either

Donald Trump or Hillary Clinton gets
elected to the White House.

There is a new mood in American poli-
tics and American voters are angry.
They are angry at Washington’s politi-
cal class, who they see as self-serving
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and out of touch. They are also an-
gry at Wall Street and America’s su-
per rich who have only gotten richer.
The fact that virtually no-one from
Wall Street went to jail after the fi-
nancial crisis of 2008-09 while may
Americans lost homes and jobs is
also a major contributor to that an-
ger. Middle class incomes have been
stagnant for more than a decade and
traditional American optimism is de-
cidedly on the wane. To some extent,
the negative mood is a reflex against
the Obama Administration’s unful-
filled promise of “hope and change”
eight years ago.

The mood in America is not confined
to the US, but lies elsewhere, espe-
cially Europe, where unemployment
is stuck in double digits in many
countries, economies are stalled, the
refugee influx only gets worse, and
there is little enthusiasm anywhere
for Brussels’ bureaucrats and their
suffocating rules.

However, there is also a deeper dis-
quiet in America about the country’s
place in the world and the liberal in-
ternational order that was constructed
out of the ruins of the Second World
War, which America essentially ran
and from which it prospered. Many
Americans now believe that the liber-
al international order, which is based
on the principles of free trade and
open competition, no longer serves
their interests. They also believe that
America can no longer afford to un-
derwrite a disproportionate share of
the security of the Western world.

It is that belief and a widespread
sense of disenchantment against its
elites that has driven voters into the
arms of populist leaders like Donald
Trump and Bernie Sanders. Both of
them have hawked the same wares
in America’s primary presidential sea-
son—an anti-free trade, anti-NAFTA
agenda and a view of foreign policy
that seeks to shed America of its glob-
al security commitments and costly
alliance partnerships.

ven Clinton, the “establish-
ment” candidate who secured

the Democratic nomination
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There is a new mood in American politics and

American voters are angry. They are angry at
Washington’s political class, who they see as self-serving
and out of touch. They are also angry at Wall Street and
America’s super rich who have only gotten richer. %

after a bruising fight with Sanders,
has been forced by her political ri-
vals to veer into the anti-free trade,
protectionist lane. Like her Demo-
cratic and Republican contenders
for the presidency, she has come out
swinging against the Trans-Pacific
Partnership (TPP) agreement nego-
tiated by her former boss, which is
supposed to be a cornerstone of the
US “pivot” towards Asia. As the orig-
inal architect of the “pivot” when
she was Secretary of State, her own
about-face is symptomatic of the
shift that is taking place across the
entire political spectrum.

Even Clinton, the

“establishment”
candidate who secured the
Democratic nomination after
a bruising fight with
Sanders, has been forced by
her political rivals to veer
into the anti-free trade,
protectionist lane. Like her
Democratic and Republican
contenders for the presidency,
she has come out swinging
against the Trans-Pacific
Partnership. %

Polls now put the race between Clin-
ton and Trump neck-and-neck. Of
course, that could change and there
could be unexpected developments
by the time of the American presi-
dential election on November 8. Both
candidates have huge vulnerabili-
ties—Clinton isn’t trusted by the vot-
ers and Trump’s foul mouth, scorch-

and-burn tactics against his political
rivals and the media is wearing thin.
For many, it has become a choice be-
tween the lesser of two evils.

If Trump wins, we should brace our-
selves for a profound change in both
the tone and direction of Canada-US
relations.

Both candidates have

huge vulnerabilities—
Clinton isn't trusted by the
voters and Trump’s foul
mouth, scorch-and-burn
tactics against his political
rivals and the media is
wearing thin. For many, it
has become a choice between
the lesser of two evils. %

On the campaign trail, Trump is
threatening to throw NAFTA into the
wastebasket. If he were to tear the
deal up with the support of the US
Congress, which has opponents to
NAFTA on both sides of the political
aisle, we would be in deep trouble. It
would likely be the last straw for ner-
vous investors in our beleaguered
manufacturing and resource extrac-
tive industries who are already wor-
ried about the lack of direction and
focus in our energy and environmen-
tal policies. A flight of investment
capital would knock the socks off any
meagre prospects for growth.

rump also would not likely

I treat Canada much differently
from Mexico. He has already

called for an end to Canadian soft-
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Brian Mulroney and Ronald Reagan in the Rose Garden of the White House in 1984, the
beginning of an era when Canada-US relations were at an “all-time high.” White House photo

wood lumber imports. Canada’s pal-
try levels of defence spending—bare-
ly 1 per cent of GDP compared to 4
percent in the United States—would
not sit well with Trump, who on the
campaign trail has threatened to dis-
band NATO on the grounds that it
is an “obsolete” Cold War relic. He
believes that America’s allies, includ-
ing Canada, are not carrying their
fair share of the burden. Trump has
repeatedly said he won't defend “free
riders.” He would also not take kindly
to our own softer and gentler view of
the world and professed desire to en-
gage China and Russia. And, under
Trump, you can forget the vaunted
COP 21 Paris Accord. For him the en-
vironment is about “clean water and
clean air”, period.

Trump is threatening

to throw NAFTA into
the wastebasket. If he were
to tear the deal up with the
support of the US Congress,
which has opponents to
NAFTA on both sides of the
political aisle, we would be in
deep trouble. %

Perhaps the one good note about
Trump is that he has said he would
approve Keystone XL. While wel-
come, that might prove to be the
death knell for Energy East. Trump’s
threat to extract a “piece of the prof-
its” of Keystone in order to get “a
better deal” also means that there
wouldn’t be a level playing field
under his administration. If any-
one should pay more it would more
likely be the American-owned refin-
eries who want reliable Canadian oil.
Trump’s stance on trade generally is
unhinged from reality. Despite all his
bombast, America would be as much
of a victim from protectionist lunges
as any country.

Would we do any better with Hill-
ary Clinton in the White House?
The conventional wisdom is that we
would and polls show that Canadi-
ans vastly prefer Clinton to Trump.
Some may take comfort in the fact
that Clinton raised millions of dollars
in Canada for the Clinton Founda-
tion and her own electoral campaign
in a cross-country speaking tour or-
ganized by CIBC and progressive
groups like Canada 2020. They also
believe that there will be little differ-
ence between Clinton’s policies and
those of President Obama, who gra-
ciously feted our newly elected Prime

Minister at the White House. Perhaps
we should think again.

Since her days as the junior sena-
tor from New York, Clinton’s views
of Canada have been decidedly am-
bivalent. Clinton was quick to blame
Canada as being the source of the
9/11 terrorists. Although she was
subsequently proven wrong, she
has never apologized for her rush to
judgment. After months of silence on
the Keystone XL pipeline she finally
came out against it. There is certainly
no difference between Clinton and
Obama when it comes to snubbing
Canada on a project of major nation-
al economic importance that would
reap major benefits for both coun-
tries. Even more troubling, she has
also said that she would reassess and
“readjust” NAFTA while postponing
negotiation on any new free trade
agreements. During the campaign,
she has repeatedly criticized the same
agreement her own husband signed
into law when he was president, al-
leging that NAFTA’s benefits have
cost American jobs and only benefit-
ted the wealthy.

Clinton’s views of

Canada have been
decidedly ambivalent.
Clinton was quick to blame
Canada as being the source
of the 9/11 terrorists.
Although she was
subsequently proven wrong,
she has never apologized for
her rush to judgment. %

s someone who urged vigor-
Aous military intervention in

Libya and Syria when she
was Secretary of State, “Hillary-the-
Hawk” might not look favourably
on Canada, which has pulled out of
the bombing campaign against ISIS,
and appears under Prime Minister
Trudeau to prefer using “soft power”
against terrorists and other threats to
global security.
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There is a bigger problem, however,
that overshadows Canada-US rela-
tions, regardless of who wins the
White House in November. The sim-
ple fact is that Canada doesn’t mat-
ter as much to the United States as it
once did.

Little noticed at the end of 2015 was
that China replaced Canada as the
United States’ number one trading
partner in goods, accounting for 16
percent of overall US trade, with the
bulk of that trade being lopsided to-
wards US imports of Chinese goods
($482 billion versus $116 billion of
US exports). By this measure, Cana-
da is now number two, accounting
for 15 percent of US trade (though
we still remain number one when
services are added to the equation).
Nevertheless, we sell far less to the
United States than China does,
only $295 billion, and we are buy-
ing almost as much as we sell to the
US—$280 billion. Mexico will also
eventually replace us as number two,
given the rapid growth of its own
economy, which is projected to grow
between three and four percent in
the next couple of years, while ours
has flat-lined, and its much larger
population (120 million versus our
36 million). Last year, Mexico im-
ported $236 billion from the US and
exported $294 billion, just $1 billion
shy of what we sold.

espite all the talk about North
DAmerican value chains and

the integrated nature of the
economies of Canada, Mexico and
the United States, the US is increas-
ingly a competitor to Canada. That
has long been true of wood products
and agriculture where, for years, we
have wrestled with the Americans
over stumpage fees for lumber and
US labeling on our beef and pork. But
that competition now extends to en-
ergy, metals and other commodities
where the Americans are beating a
path to Asia and running a lot faster
than we are. The US has built LNG
(liquefied natural gas) terminals on
its West Coast and has already begun
shipments to Asia. The torrent of US
shale gas exports into the global mar-

Policy

ket is projected to lower the price of
the heating fuel in Asia by almost 5
per cent while also reducing Ameri-
can dependence on Canada’s energy
exports. Notwithstanding Obama’s
aspirations on Climate Change,
America is expanding production,
dramatically outpacing us as we mire
our projects in never-ending regula-
tory and consultation processes.

The all-time high in Canada-US rela-
tions came in the 1980s under Prime
Minister Brian Mulroney, with major
initiatives such as the Canada-US Free
Trade Agreement, the North American
Free Trade Agreement, and the bilat-
eral treaty on Acid Rain. At the leader-
ship level, relations were remarkably
warm and close. As we now know,
Mulroney was seen not just known as
a friend by President Ronald Reagan
and his successor George H.W. Bush,
but a trusted interlocutor and adviser
on pressing global issues such as how
to manage political turmoil and the
break-up of the Soviet Union under
Mikhail Gorbachev and Boris Yelstin
or relations with key allies in the run-
up to the first Gulf War.

Alas, those days are long gone. We
have slipped badly in America’s affec-
tions and its perceptions of its own
national interests. Relations in the
past soared and dropped like a roller-
coaster. After Mulroney, there was a
dip when Jean Chrétien went out of
his way to criticize George W. Bush
publicly over the second Gulf War
and then under Paul Martin and Ste-
phen Harper, who couldn’t get much
traction on issues that mattered to us
like the “thickening” of the border
and friction on a range of issues like
energy exports.

However, relations never went com-
pletely off the rails and the problem
now is that they easily could under
the next US president. We need a
clearer focus our own vital national
interests whatever happens. A funda-
mental objective for Canada in a more
protectionist world must be to main-
tain a competitive edge vis-a-vis the
US on the tax and regulatory climate
for business. At the moment, many

12

actions at both levels of government
are running in the opposite direction
and are not conducive to increasing
investment or production in Canada.
Sustaining prosperity should be “Job
One” for all in government.

The anti-globalization mood that is
spreading will oblige all governments
to improve even more the platform
for local production. That is a trend
we ignore at our peril. But we should
also look for trade deals such as with
China and bilaterally with TPP part-
ners like Japan, Malaysia and Viet-
nam if, as expected, TPP stalls. CETA
would also benefit from a concerted
political jolt. Doing something tan-
gible on trade would give us some le-
verage in a more protectionist world
and notably with the US. In short, we
urgently need a more focused trade
agenda and more decisive action on
energy infrastructure before we will
lose the export game completely.

Come next January, we will be obliged
to work with whomever the Ameri-
cans choose as their next president,
but we also need to shore up our net-
work of potential allies in Congress
and at the state level in order to pro-
mote and defend Canadian interests
with a full court press involving the
prime minister, senior cabinet minis-
ters and credible premiers.

Derek H. Burney was Canada’s
ambassador to the United States from
1989-1993. He is now with the Ottawa
office of Norton Rose Fulbright, a
leading international law firm.
derek.burney@nortonrosefulbright.com

Fen Osler Hampson is a Distinguished
Fellow and Director of Global Security
at the CIGI and a Chancellor’s Professor
at Carleton University. fhampson@
cigionline.org

They are the authors of Brave New
Canada: Meeting the Challenge of
a Changing World, from McGill-
Queen’s University Press.



Present at the creation—the Canadian delegation at the San Francisco Conference founding the United Nations in May 1945. From left to right:
C.S. Ritchie, P.E. Renaud, Elizabeth MacCallum, Lucien Moraud, Escott Reid, W.E. Chipman, Lester Pearson, J.H. King, Louis St. Laurent,

Prime Minister W.L. Mackenzie King, Gordon Graydon, M.J. Coldwell, Cora Casselman, Jean Desy, Hume Wrong, Louis Rasminsky, L.D. Wilgress,
M.A. Pope, R. Chaput. Wikipedia photo

Follow the Smart Money:
Canada’s Foreign Aid Footprint
in a Changing World

Rohinton P. Medhora

When Lester Pearson first framed 0.7 per cent of GDP ( : anlada's engagement VtViti‘ dd.e'
. . . . . ’ velopment assistance started 1n

as the asp.zr.atlonal foreign aid goal in 1969,.he couldn’t 1949, with its contribution to
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. . t b bership in the Co-

that benchmark. In an increasingly connected world, <% Y °Y MEMDESAP M =2€ &9
. . L . lombo Plan, an endeavour inspired by
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element of Canada’s soft power. CIGI President Ro- monwealth countries to pursue the twin
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government’s foreign aid review. Canada’s aid program, the Canadian
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International Development Agency
and the International Development
Research Centre, were not created
until 1968 and 1970, respectively.

Then as now, balances had to be
struck, about the purpose, size, com-
position and nature of the foreign as-
sistance enterprise. Despite changing
fashions in debates about aid and de-
velopment, the story of Canadian aid
policy is one of continuity in terms of
its overall goals and purpose.

Much to the dismay of the develop-
mental purists, bilateral foreign as-
sistance is inherently political and is
not only about technocratically re-
ducing defined measures of poverty.
The multilateral institutions—UN
agencies, the World Bank and the
regional development banks—oper-
ate under the fig leaf of technocracy
(though they, too, are political con-
structs) because of their treaty-based
goals and governance, multi-country
membership and specialized staff.
But as with the Colombo Plan (to
which Canada no longer belongs),
in addition to the altruistic motive,
the purpose of bilateral foreign as-
sistance is a mixture of geopolitical
and ideological goals, along with a
grab bag of national imperatives such
as trade and investment promotion,
domestic political demographics and
flag-waving.

This is also why the integration of
CIDA into Foreign Affairs in 2013
was, and is, a non-event. Reports of
CIDA’s independence prior to 2013
were greatly exaggerated as were re-
ports of its impending death post-
merger. Typical of the government of
the day, the merger was announced
with no consultation or open analy-
sis, but its core logic was not wrong.
No objective measure of need or
likely impact of aid would include
Afghanistan and the Ukraine in a list
of priority countries. Yet both feature
prominently among top 10 recipi-
ents of Canadian aid during the last
decade. Cold war-era language may
have been replaced by the lingo of
nation-building, peace-building and
institution-building, but the impera-
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In addition to the altruistic motive, the purpose

of bilateral foreign assistance is a mixture of
geopolitical and ideological goals, along with a grab
bag of national imperatives such as trade and investment
promotion, domestic political demographics and

flag-waving. %

tives of containing extremism and
promoting a liberal order through
development are as relevant today as
they were 60 years ago.

In the same year that CIDA was es-
tablished, World Bank President
Robert McNamara struck the Com-
mission on International Develop-
ment, chaired by former Canadian
Prime Minister (and Nobel Peace
Prize winner) Lester Pearson. Al-
though the Pearson Report con-
tained many thoughtful points, the
one that resonated the most was the
call for rich countries to commit to
devoting 0.7 per cent of their GDP
to foreign aid by 1980. Not surpris-
ingly, Canada was an enthusiastic
supporter of that target. In practice,
the nearest Canada got to it was 0.55
per cent in 1975. Official statements
then and since have prevaricated
about the aspiration but no govern-
ment has been forthright enough to
disown it. Canada’s foreign aid bud-
get currently stands at about $4.4
billion (0.28 per cent of GDP).

Clearly, the dollar amount of the aid
budget is only one measure among
many. The Center for Global Devel-
opment in Washington publishes a
Commitment to Development In-
dex that assesses 27 rich countries’
performance on a series of topics
(migration, trade, security, the envi-
ronment, technology and finance) in
addition to the raw aid budget. Here
too, Canada ranks in the middle of
the pack.

The main high-level choice aid pro-
grams, including Canada’s, face is
what share of the aid budget to al-
locate to multilateral organizations.

Historically, a quarter to one third of
Canada’s aid budget has been distrib-
uted through the multilateral chan-
nel. For a period in the 1980s and
1990s, debt forgiveness for develop-
ing countries in distress featured as
an important component of foreign
aid. In the past ten years, this has av-
eraged about $100 million annually,
and has been zero the past two years.
But three other important choices re-
main to be made.

irst, how to “focus”, or concen-
F trate aid? The past decade

has seen a succession of
discussions around “countries of
focus”—the twenty or so countries
where the bulk of Canadian aid
is concentrated, and where that
concentration is meant to yield a
strategic or material developmental
impact. In practice, given the small
size of Canada’s aid budget, Canada
is not the lead donor anywhere. In
the real world, it is hard to attribute
development success to the activities
of any single player (and with
success, it is guaranteed that many
players will—correctly—rise to take
the credit.) In a world of spillover
effects, concentrating on one
country and not the neighbourhood
makes no sense (imagine how this
might work if during the Ebola
outbreak only one or two of Guinea,
Sierra Leone and Liberia were part
of Canada’s priorities. Thankfully
for the champions of country focus,
none were).

Time has a funny way of making
seemingly diligent choices look fool-
ish. Suppose we were obsessed about
countries of focus 20 years ago? No
reasonable list would have included
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Afghanistan or South Sudan (which
didn’t even exist then). Today, both
are prominent members of focus.
And if the list is malleable to suit
events, how will the benefits from a
prolonged concentration of attention
and resources ever materialize?

Second, the natural tendency is for
the immediate to dominate the im-
portant. In a world driven by crises,
rolling headlines and instant com-
munication, a shrinking aid budget
has seen an over six-fold increase in
its “humanitarian” component, ris-
ing from about $100 million in 2003
to over $650 million in 2014. Hard as
it might seem, putting an upper limit
on responses to catastrophes ring-
fences other, important, long term
parts of the aid budget such as sup-
port for (say) judicial reform or vac-
cine research.

IDRC has had a

storied past, at the
vanguard of the creation of
the international agricultural
research system, building
China’s science policy
apparatus, opening South
Africa after the end of
apartheid, transforming
health outcomes in Africa
and leading the charge to
integrate information and
communications technologies
in developing country
priorities—all while hovering
around 4 per cent of
Canada’s total aid budget. %

Third, there is the delineation of sci-
ence, innovation and the strength-
ening of long- term capacity as an
important motive for Canadian
foreign aid. IDRC, the “jewel” of
Canada’s aid program in the words
of William Winegard, who led a Par-
liamentary committee examining

foreign aid in 1987, was expressly
created for this purpose, and given
specialized independent status as a
crown corporation. IDRC has had a
storied past, at the vanguard of the
creation of the international agri-
cultural research system, building
China’s science policy apparatus,
opening South Africa after the end
of apartheid, transforming health
outcomes in Africa and leading the
charge to integrate information and
communications technologies in
developing country priorities—all
while hovering around 4 per cent of
Canada’s total aid budget. More re-
cently, in addition to initiatives on
math and physics education in Afri-
ca and health discovery science glob-
ally, Canada is the founding mem-
ber (with Italy, Norway, Russia, the
United Kingdom and the Bill & Me-
linda Gates Foundation) of the Ad-
vanced Market Commitments initia-
tive, a fund to guarantee a profitable
market for a technical advance that
is pre-specified and unlikely to be
produced without such an incentive.
Based on the experience of develop-
ing pneumococcal vaccines, there is
no reason why this method might
not be applied to other vaccines and
new sectors such as breakthrough
technologies in clean energy and ge-
nomics. Might the share of the in-
novation basket of issues increase
and indeed define the aid program
in future?

In the discussion about foreign
aid (there is a review of it currently
underway in Canada, mostly
led by Canadian organizations
that implement aid projects), we
sometimes forget three overarching
points.

Despite it being a small share of the
overall finance that flows into devel-
oping countries and that they mo-
bilize internally, where it matters
it really matters—by acting where
others won't, by catalyzing others
to act, and by bringing ideas, con-
tacts and best practice with it. For
a relatively small aid program like
Canada’s, impact might be better

achieved by focussing on themes
than on countries.

The development enterprise has been
a success. Poverty and other forms of
deprivation have fallen as never be-
fore, faster than at any time in his-
tory; “developing” countries like
China, India and Brazil are also seen
as regional or global powers, with
aid programs of their own. The les-
sons learnt from successful develop-
ing countries and how conventional
aid programs connect with those of
emerging powers are two key issues in
reengineering Canada’s aid program
going forward.

Many of today’s main global chal-
lenges such as financial instability,
governance of the Internet and cli-
mate change, while not purely de-
velopment issues, have important
implications for developing countries
and will not be resolved without their
participation. This speaks to the im-
portance of integrating foreign aid
matters in wider discussions about
foreign relations and Canada’s place
in the world.

Canada’s historic role as the credible,
agile power with the smart money is
as germane as ever. Designing an aid
program for the 21st century rather
than tinkering with givens would be
entirely in keeping with who we are
and what we stand for.

Rohinton P. Medhora is President

of CIGI and a former vice president
of programs at the IDRC. He holds

a doctorate in economics from the
University of Toronto, where he
subsequently taught. He is on the board
of the Balsillie School of International
Affairs, and the advisory boards of
the McLuhan Centre at UofT, and the
WTO Chairs Program.
RMedhora@cigionline.org

Twitter: @RohintonMedhora
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() POTENTIAL OTHER PARTICIPANTS

Canada’s Trade Agenda:

Facing Headwinds

Dan Ciuriak

Canada is at a historic juncture in trade policy, with ma-
jor trans-Atlantic and trans-Pacific agreements pend-
ing at a time when trade agreements are meeting severe
headwinds. Trade policy analyst Dan Ciuriak assesses
the potential impact of the major trade agreements cur-
rently in the pipeline and suggests a list of priorities for
Canadian trade policy going forward.

Policy

s with most government tran-
A sitions, the policy hand-off from

the former Harper government
to the new Trudeau era includes a num-
ber of unfinished trade files. While the
incoming executive has not been as un-
conditionally supportive of the biggest
trade deal since the North American Free
Trade Agreement (NAFTA)—the Trans-
Pacific Partnership (TPP)—which was
negotiated under the Harper govern-
ment, the fact that both the Liberals and
their Conservative predecessors are gen-
erally pro-trade liberalization has facili-
tated the political and policy transition.
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Among the trade agreements yet to
reach ratification in the negotiation-
agreement-legal scrubbing-ratification
trajectory, Parliament is currently ex-
amining and considering ratification
of the second largest bilateral agree-
ment that Canada has ever signed, the
Comprehensive Economic and Trade
Agreement (CETA) with the European
Union, and the largest regional trade
agreement it has ever signed, the TPP
agreement with 11 other countries
circling the Pacific Rim, including
the United States. At the same time,
the Transatlantic Trade and Invest-
ment Partnership (TTIP) talks between
the United States and the European
Union continue, in a process that
could have significant ripple effects
throughout the trading system and
expose Canada to tougher competi-
tion in both the US and EU markets,
raising for Canada an imperative to
trilateralize the agreement. Flying low
under the radar are the negotiations
towards a Trade in Services Agreement
(TiSA), which involve some 23 parties.
And waiting in the wings are possible
negotiations towards a Canada-China
trade agreement, overtures for which
have already been made.

However, volume should not be mis-
taken for momentum. Since the great
recession of 2008-2009, global trade
has grown only in line with global
GDP. Prior to the recession, global
trade had grown much faster than
global GDP, driven by the formation
and expansion of global value chains,
as evidenced in a massive expansion
of trade in intermediate goods and
services. Today, global value chains
are as likely to be consolidating as ex-
panding. This means that trade costs
have risen — whether due to border
thickening because of tightened secu-
rity or because of recognition of risks
of extended supply chains.

The WTO Ministerial Conference in
Nairobi in December 2015 sound-
ed the death knell of the Doha De-
velopment Agenda. Every previous
multilateral trade round since the
inception of the General Agreement
on Trade and Tariffs in 1947 had
reached a successful conclusion; the

Parliament is currently examining and considering

ratification of the second largest bilateral
agreement that Canada has ever signed, the
Comprehensive Economic and Trade Agreement (CETA) with
the European Union, and the largest regional trade
agreement it has ever signed, the TPP agreement with 11
other countries circling the Pacific Rim. 99

first launched under the auspices of
the World Trade Organization (WTO)
failed. The WTO continues to pro-
vide the overall framework for global
trade (including particularly through
its Dispute Settlement Mechanism),
and has had some significant recent
successes in the upgraded Govern-
ment Procurement Agreement (GPA),
which entered into force in 2014, and
the conclusion of Trade Facilitation
Agreement (TFA), which has yet to
be ratified by a critical mass of WTO
members (Canada has yet to ratify).
But the path for a return to multilat-
eral liberalization is simply unclear.

The distemper in the

United States is
elevated, and a return to
business as usual post-
election cannot be taken for
granted. Going into their
party conventions, both
presumptive nominees,
Republican Donald Trump
and Democrat Hillary
Clinton, opposed TPP. %

he TTIP, easily the most ambi-

I tious trade negotiation ever
launched, is now widely re-
garded as likely to be “dead on ar-
rival”. The main objective of the
agreement is to achieve regulatory
harmonization. A trade sustainability
impact assessment on the TTIP pub-
lished by the European Commission

in May 2016 reports GDP gains of 0.5
per cent for the EU and 0.4 per cent
for the United States; three-quarters
of the impact for the EU comes from
regulatory cooperation and almost 90
per cent for the US. However, the US
and Europe are socially out of sync
on regulatory precaution and pri-
vacy. Differences on the former will
likely eviscerate the TTIP’s potential
economic impact, while differences
on the latter could scupper the agree-
ment altogether, as they did the An-
ti-Counterfeiting Trade Agreement
(ACTA) before it.

The TPP, meanwhile, is in danger of
not being ratified in the US, the ju-
risdiction that championed it. The
rhetoric in the 2016 election year is
tailored to populist anti-trade senti-
ments. This is hardly unusual for US
election campaigns. However, the dis-
temper in the United States is elevated,
and a return to business as usual post-
election cannot be taken for granted.
Going into their party conventions,
both presumptive nominees, Repub-
lican Donald Trump and Democrat
Hillary Clinton, opposed TPP. More-
over, compromises in the TPP text on
intellectual property for biologic drugs
may not be acceptable to a Republi-
can Congress, and could be a death
blow to the agreement. In Japan, the
other major party to the deal, where
the TPP is an integral part of Prime
Minister Shinzo Abe’s “Abenomics”,
the administration’s plan to counter
deflation and reinvigorate growth, the
ratification debate has been postponed
twice in the first half of 2016 because
of its unpopularity with the electorate.

The Canada-EU Comprehensive Eco-
nomic and Trade Agreement (CETA)
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also faces ratification risks due to
some EU member states’ opposition
to inclusion of investor-state dispute
settlement (ISDS) and, in the case of
Romania and Bulgaria, due to a pos-
sible refusal to ratify unless Canada
lifts visa requirements on their citi-
zens. The substantially improved
ISDS mechanism developed by
Canada and the EU may overcome
EU member state objections on that
score, but may complicate matters
for the TTIP negotiations, not to
mention TPP ratification in Canada,
since the TPP ISDS mechanism is
now a decidedly inferior option.

he quantifiable impacts of trade

I agreements are an important
factor for policymakers. But

there are other factors that cannot
be easily reduced to dollars and cents

that also need to be taken into
consideration.

On the numbers alone, the impacts
on the Canadian economy of CETA,
TPP, and a Canada-China FTA taken
together would amount to little more
than one quarter of annual GDP
growth in a relatively modest growth
year. The opportunity costs for Can-
ada of not ratifying the TPP while
the other parties go ahead would be
greater by a factor of about 50 per
cent. The opportunity costs of a fail-
ure to implement CETA would likely
be greater still in the event of the
TTIP going forward, as there would
be no offset to the preference erosion
Canadian exporters would face in the
US and EU markets.

The relatively smaller impact on
Canada of the TPP versus the CETA
and CCFTA reflects the fact that there
are no trade diversion gains within
the regional grouping, only vis-a-vis
third parties. Given the size of the
TPP region, that shrinks trade diver-
sion gains considerably compared to
either the CETA or a CCFTA. A sec-
ond key reason is that, within the
TPP region, Canada experiences pref-
erence erosion in its key US market
vis-a-vis Japan and other Asia Pacific
economies that do not have FTAs
with the United States. By the same
token, an ambitious TTIP would
erode Canada’s competitive position
quite significantly.

Seal the deal on

CETA. This is
important both for the direct
benefits of the deal but also
in positioning Canada for a
future TTIP of whatever level
of ambition. %

The relatively large gains for Canada
from unilateral liberalization reflect
two things: (a) the ambitious nature
of the liberalization assumptions,
which go beyond what Canada has
been prepared to offer in any of its
agreements to date; and (b) the fact
that wunilateral liberealization re-
moves some of the costs of trade

Estimates of Real GDP Gains for Canada Under Alternative Trade

Agreements/Trade Policy Options.

Real GDP % Change = Household Income (C$ billions)

CETA 0.30% 13.0
CCFTA 0.14% 6.6
TPP 0.07% 2.9
Z)r:gluding Canada ABIEEI =7
TTIP -0.04% to -0.07% -2.8t0-5.0
Unilateral 1.67% 47.1

Source: Estimates by the author.
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that preferential trade agreements
impose, even as they remove tariffs.
These cost reductions affect Canada-
US trade and thus leverage greater
two-way trade than is possible under
agreements that cover smaller trade
flows. The positive impact on Cana-
da’s exports from a reduction on im-
port costs under unilateral liberaliza-
tion reflects the truism that a tax on
imports is a tax on exports.

The quantitative impacts cited above
reflect conservative views about what
even deep and comprehensive trade
agreements can achieve in terms of
regulatory harmonization. The avail-
able evidence suggests that, outside the
context of a single market governed by
a commission with directive-issuing
powers, regulatory convergence has
been very slow. The TPP’s regulatory
convergence chapter invokes Good
Regulatory Practices (GRP), which all
TPP parties have already signed onto
under OECD and APEC initiatives
(not to mention similar programs in
a NAFTA context). Why the institu-
tions that would be put in place under
the TPP would be more effective than
other, long-standing processes—or
indeed why they would be needed in
addition to those processes—is simply
not clear. Trade agreements are not
the only game in town, after all.

eanwhile, regulatory har-
monization driven by trade
agreements can be toxic

politically, as the reaction to TTIP is
showing. Simply put, it is impossible
for a minister to explain why regula-
tions for food safety, financial sound-
ness, protection of the environment,
or other policy obijectives, adopted
pursuant to regulatory impact assess-
ments and full democratic processes
with the full range of stakeholders
involved, should be changed pursu-
ant to a trade agreement negotiated in
secret with a limited number of stake-
holders that is handed to legislatures
for a simple thumbs-up or thumbs-
down vote.

These considerations underscore a
critical failure of trade policy: as the
focus of trade agreements shifted to
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so-called “behind the border” issues,
the process for negotiating agree-
ments that had worked for the GATT
rounds which focussed on border
measures was not appropriately re-
formed for the new circumstances.

If the TPP survives US

ratification, Canada
should, primarily for
defensive reasons, also ratify,
but simultaneously pursue a
trade deal with China. If the
TPP fails, Canada should add
Japan to the priority list. %

or Canada, the soundest trade
Fpolicy going forward is fairly

straightforward, given the above
considerations.

First, ratify the WTO Trade Facilita-
tion Agreement. This will assist the
many initiatives worldwide under
the World Customs Organization, the
World Bank and various Aid for Trade

programs on reducing border costs.
Canadian exporters will benefit. This
is easily the lowest-hanging fruit.

Second, seal the deal on CETA. This is
important both for the direct benefits
of the deal but also in positioning
Canada for a future TTIP of whatever
level of ambition.

Third, put Canada’s economic diplo-
macy firmly behind a broader Free
Trade Area of the Asia Pacific (FTAAP)
as a corrective to the divisive ele-
ments of the current mega-regional
framework emerging in the Asia Pacif-
ic under the TPP and RCEP. If the TPP
survives ratification, Canada should,
primarily for defensive reasons will
also have to ratify, but should then
simultaneously pursue a trade deal
with China. If the TPP fails, Canada
should add Japan to the priority FTA
list for its Asia Pacific engagement.

Fourth, Canada should be front and
centre in using the “time to think”,
which the failure of the Doha Round
occasions, to work out, as Jonathan
Fried has suggested, the “what” and
the “how” of the WTOQO’s future role

in advancing the trade policy agenda.

Fifth, study the consequences of the
“spaghetti bowl” of Canada’s pref-
erential trade agreements, consider
the benefits of going to a “tabula
rasa” policy on a unilateral basis,
and champion the sweeping away of
preferential spaghetti on a global ba-
sis in the WTO for industrial goods.

Finally, the critical question which
has not been answered—and cannot
be answered by the available quan-
titative trade models—concerns the
implications of the intellectual prop-
erty provisions of modern trade agree-
ments for innovation. This needs to
be redressed, both from the perspec-
tive of negotiating trade agreements,
and for implementing an innovation
agenda in the age of FTAs.

CIGI Senior Fellow Dan Ciuriak

is Director and Principal, Ciuriak
Consulting, Fellow-in-Residence of the
C.D. Howe Institute, Associate at BKP
Development Research & Consulting
GmbH in Germany, and formerly
Deputy Chief Economist, Global Affairs
Canada. dan@ciuriakconsulting.com
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Prime Minister Justin Trudeau and US President Barack Obama with UN Secretary General Ban Ki-moon at the G20 Summit in Turkey last November.
What's the future for the G20, looking ahead to the next summit in China, and beyond? Adam Scotti photo

Will the G20 Remain Relevant?

Thomas Bernes and Domenico Lombardi

in 2008 in response to the un-

The G20’s golden moment as a heads-of-government he G20 first met at leaders level
forum came in its concerted and effective response to I

the 2008 global financial crisis. Since then, in the ab- folding global economic crisis.

[ . L. However, the G20 first came into being

sence of crystallizing crises of similar scale, the G20 in 1999 at the level of finance minis-

has lost its traction and been adrift in its response to the  ters when Canada’s Paul Martin con-

vinced his fellow G7 finance ministers,

fundamental challenges of growth and employment ex- " " . 0 A den financial

posed and exacerbated by the meltdown. IMF veterans isis, that a larger grouping was need-

Bernes and Lombardi write that what has become the ed to further global economic leader-

- o : hip and tion. The G7 no lon-
world’s pre-eminent economic action forum finds itself TP 20¢ cooperetion. “ac b7 ho on
ger encompassed sufficient economic

at an inﬂection pOiTlt. weight within the global economy. To

Policy
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underline that point, today China is
the largest economy in the world (as
measured by PPP—purchasing power
parity), while the G7 now accounts
for less than 50, of global GDP. In
recent years, moreover, most global
growth has come from the emerging
markets.

When the global financial crisis hit
with such force and potentially dev-
astating consequences in 2008, the
G20, (encompassing countries mak-
ing up 85 per cent of global GDP, 80
per cent of world trade and 75 per
cent of the world’s population) was
the logical forum to consider and co-
ordinate responses. And so the G20
Leaders’ Summit was born. In the
space of less than a year in 2008-09,
three summits (Washington, DC,
London, Pittsburgh) were held to re-
spond to the crisis. Many observers
see this period as a golden moment
for the G20.

Faced with a crisis that threatened
to spin totally out of control, lead-
ers took a number of rapid and im-
portant decisions. Agreement was
reached on a 47-point Action Plan
including a large fiscal and monetary
stimulus package; comprehensive
support for the financial sector; es-
tablishment of the Financial Stabil-
ity Board (FSB); US$850 billion of
resources to support emerging mar-
kets and developing countries; com-
mitments to resist protectionist mea-
sures; and reform of the international
financial system. It was this collective
and effective response by members of
the G20 that mitigated the impact of
the crisis and allowed confidence to
be restored faster than many analysts
had predicted.

By the fall of 2009, with confidence
being restored, leaders declaring vic-
tory said the G20 would be “the pre-
mier forum for our economic coop-
eration” and turned their focus from
the crisis to the medium term through
establishing a Framework for Strong,
Sustainable and Balanced Growth.
At their next meeting in Canada in
June 2010, under the chairmanship
of Canada’s then-Prime Minister Ste-

Countries operate with differing political timetables
and priorities and in the absence of an overriding
crisis, it is difficult to maintain a clear focus in global fora

such as the G20.

phen Harper (supported strongly by
Chancellor Merkel and the IMF), the
G20 (despite US reluctance) shifted
their stance from fiscal and monetary
expansion to fiscal consolidation—a
judgment which, in hindsight, was
clearly premature.

Countries operate with differing po-
litical timetables and priorities and in
the absence of an overriding crisis, it
is difficult to maintain a clear focus in
global fora such as the G20. Through
the subsequent four summits (South
Korea, France, Mexico and Russia),
the agenda broadened, engagement
groups expanded, the communiqués
lengthened but a sense was develop-
ing among observers that the G20
was adrift. To be fair, the FSB contin-
ued to make progress on its agenda to
strengthen rules and oversight for the
global financial system and to bring
more countries into its ambit; the
International Monetary Fund (IMF)
refreshed and strengthened its moni-
toring activities while supporting
those emerging markets and develop-
ing countries that needed assistance
in responding to the crisis; gover-
nance reforms at the IMF were agreed
(if only implemented in 2016), but
growth remained low and unemploy-
ment high.

During its chairmanship in 2014,
Australia sought to refocus G20 ac-
tivities on its economic mandate for
cooperation, to scale back the com-
muniqué and to have G20 members
agree on a specific objective of in-
creasing global growth by 2 per cent
over the IMF’s 2013 global economic
forecast, thereby creating millions of
new jobs. At the end of the summit,
the Brisbane Action Plan, with 1,000
structural measures developed by
member countries, was announced
together with an accountability

framework whereby the IMF and the
OECD would monitor progress and
changes and additional measures
would be implemented if necessary
to keep the action plan on track.

hat has happened since
then? Unfortunately, far
too little. Because overall

growth has continued to slow over
the last two years, the measures of
2014 would now have to be doubled
to achieve the Brisbane objective.
Furthermore, the largest economies
(with the exception of China) have
failed to implement their measures,
which means the objective is now far
off-course. The G20 has neither ac-
knowledged this nor proposed reme-
dial plans. So much for accountabil-
ity, which, so far, has been rhetorical
and misleading.

Canada, with its shift

to a deficit to support
infrastructure spending, has
become the new poster boy
for the IMF. Japan is expected
to embrace more fiscal
expansion. France is
wrestling with politically
unpopular labour reforms. %

The IMF has expressed its concern
with global slow growth and has
called for countries to make maxi-
mum use of fiscal, monetary and
structural measures, depending upon
country circumstances. Canada, with
its shift to a deficit to support infra-
structure spending, has become the
new poster boy for the IMF. Japan
is expected to embrace more fiscal
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expansion. France is wrestling with
politically unpopular labour reforms.
China is wending a difficult road as it
works to reorient its economy away
from its export thrust and is making
progress, although major challenges
remain, including important fragili-
ties in the financial sector. The other
BRICS (Brazil, South Africa and Rus-
sia) are facing enormous headwinds
while India is currently outperform-
ing the others.

These are not easy policy challenges
and we live in unusual times. But as
the IMF said in its recent World Eco-
nomic Outlook, “Too slow for too
long”, our economies and perhaps
our democracies are paying a price
for our inability to achieve strong
robust growth. Recent and ongoing
elections have demonstrated the
frustration of too many citizens with
growing inequality and high lev-
els of unemployment. This has led
to an increasing sense that govern-
ments are unable to respond and the
growing disenchantment with insti-
tutions spills over to international
fora. The G20, like its individual
leaders, faces the same challenge to
demonstrate that it is acting respon-
sibly on people’s concerns and is be-
ing accountable.

In September, China

will host this year’s
G20 Summit. The backdrop
is not propitious. Slow
growth and increasing risks
are the reality. The emerging
markets are not providing
the growth that they have in
recent years.

In September, China will host this
year’'s G20 Summit. The backdrop
is not propitious. Slow growth and
increasing risks are the reality. The
emerging markets are not providing
the growth that they have in recent
years. Japan and Europe face ex-
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traordinarily weak growth. The US,
while performing better than most,
is going through a difficult election
where globalization and freer trade
have been under attack. As President
Obama will be in the final months of
his tenure, he will not be in a posi-
tion to commit the United States to
any dramatic new course of action. In
the circumstances, it is unlikely that
the Chinese summit will offer many
breakthroughs. The best prospect
may be if China is able to leverage
its regional initiative “One Belt, One
Road” into a major initiative benefit-
ing China, Asia and beyond.

current challenges, how does it

remain relevant in the future?
There are many temptations to call
for the G20 to take up a whole multi-
tude of issues where inadequate prog-
ress is being made. Given the G20’s
challenge in showing progress on its
central objective—economic cooper-
ation—it should be careful in taking
on new tasks.

I f the G20 is able to get through

Certainly, there are a number of is-
sues with a significant economic ele-
ment that would fit nicely with the
G20 remit over the medium term.
Responding to climate change can be
seen in economic terms as we struggle
to refashion our system of incentives/
disincentives to achieve greater green
investment. Refugees are a huge issue
likely to grow in significance. They
hold the potential of large costs to
resettle them but they also hold the
possibility of contributing strongly to
economic growth, particularly in Eu-
rope, which is aging rapidly.

A number of the recently endorsed
Sustainable Development Goals have
economics at their centre and the
G20 efforts focused on these could
prove effective. Pandemics risk ca-
tastrophe for the world—economic
and otherwise. Ensuring an adequate
global response is as much an eco-
nomic as a health issue.

Finally, an issue that remains unre-
solved is the need for an internation-
al framework for the management

22 I —

of sovereign debt crises. The IMF
has shown that past responses have
tended to offer too little assistance
too late. Agreement among mem-
bers of the G20 is a prerequisite for
moving forward on this. And finally,
particularly given headwinds being
witnessed in the US election and else-
where, efforts to strengthen the glob-
al trading system are likely to require
impetus from the G20.

But the bottom line is

that without progress
on more robust growth and
employment, the credibility
of the G20 to tackle and
provide leadership on other
issues will be lacking. %

But the bottom line is that without
progress on mote robust growth and
employment, the credibility of the
G20 to tackle and provide leadership
on other issues will be lacking.
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Prime Minister Justin Trudeau greets a girl and her family of Syrian refugees at Toronto Airport last December. The 25,000 refugees arriving from Syria
are among many millions in a worldwide crisis of displaced persons. Adam Scotti photo

New Leadership on the Refugee
Crisis and the Long Road to
September

Paul Heinbecker and Andrew S. Thompson

The World Humanitarian Summit in Istanbul pro- B%ﬁ;;;:;gin;zm May's World
duced little in terms of concrete solutions to fix the bul, Turkey, was a disappoint-
global refugee system, and there is a danger that two ment. Granted, expectations heading
upcoming summits in September will do the same, un- 0o the meeting were low to begin
less countries such as Canada are prepared to exercise v 209 the summit fived down to

bold leadershi its billing.
0 eaaersnip.
p The intention behind the event was

to revitalize the global humanitarian
system, which is teetering under the
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strains of the Syrian civil war and a
refugee crisis that has spilled over
into Europe. But few world leaders
took the event seriously. Even few-
er—particularly Western leaders—
bothered to show up at all, opting to
go direct to the G7 meeting in Japan
instead. And while many of the par-
ticipants who did attend the sum-
mit expressed their moral outrage at
the current state of affairs, few new
major commitments emerged. Gains
were more aspirational than mate-
rial. The international community
needs to do better.

Thankfully, states will soon have
an opportunity to do just that. Two
summits on refugee protection will
be held in New York in September:
the UN General Assembly High-Level
Meeting on Refugees and Migrants,
and a Leaders’ Summit hosted by US
President Barack Obama.

The deepening Syrian

catastrophe has
brought out the worst in
many countries, particularly
in Europe, where several
states have shamefully taken
punitive measures to restrict
or block entry to those most
in need of protection, while
far-right political parties
have stoked anti-refugee and
anti-Muslim sentiments for
partisan political gain.

Sadly, the shortcomings and failings
of the current refugee protection sys-
tem are becoming more pronounced
by the day, and not just because of
Syria. The world is struggling to cope
with roughly 60 million refugees and
displaced persons, with some 86 per
cent of refugees living in economi-
cally less developed regions or coun-
tries. Protracted conflicts and climate
change are further swelling the ranks
of the displaced, with no end in sight.

Policy
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The world is struggling to cope with roughly 60

million refugees and displaced persons, with some
86 per cent of refugees living in economically less developed
regions or countries. Protracted conflicts and climate
change are further swelling the ranks of the displaced, with

no end in sight. %

Despite both a treaty commitment
under the 1951 Refugees Convention
to protect those fleeing persecution
and a moral obligation to do so, the
international community is proving
to be too woefully ill-organized and
in many cases too selfishly averse to
acquit either.

The deepening Syrian catastrophe
has brought out the worst in many
countries, particularly in Europe,
where several states have shamefully
taken punitive measures to restrict or
block entry to those most in need of
protection, while far-right political
parties have stoked anti-refugee and
anti-Muslim sentiments for partisan
political gain.

It is hard to tell what the low point
has been: the Hungarian police toss-
ing food to refugees caged in like
animals; the Slovakian government
rejecting Muslim refugees because
there are no mosques there; the con-
fiscation of the meagre assets of refu-
gees by Danish authorities; the Brit-
ish government’s refusal to take in
3,000 unaccompanied child refugees;
EU High Representative Frederica
Mogherini’s criticism of the Turks’
handling of refugees when her own
members were building razor-wire
fences to keep Syrian refugees out; or
American Islamophobia and the US
Congress’s reluctance to accept Syr-
ian refugees after US military misad-
ventures had destabilized the region
in the first place.

r I \ he problem is bad and get-
ting worse. The world needs
to get ahead of the curve.

What is needed is a global “responsi-

bility sharing” system that is capable
of anticipating mass movements of

people and managing them in ways
that are predictable, equitable, effec-
tive and consistent with international
human rights and humanitarian law.

The world needs to

get ahead of the
curve. What is needed is a
global “responsibility
sharing” system that is
capable of anticipating mass
movements of people and
managing them in ways that
are predictable, equitable,
effective and consistent with
international human rights
and humanitarian law. %

This is not a new idea. Scholars and
practitioners have been wrestling
with ideas of responsibility sharing
since the 1970s, although the con-
cept has often been framed in terms
of “burden sharing” rather than as
responsibility—or opportunity. Some
have pointed out the benefits of a co-
ordinated system of sharing, includ-
ing how it offers both predictabil-
ity for governments and insurance
against having to absorb a mass in-
flux of asylum seekers.

Similarly, some have even proposed
a sort of “quota-and-trade” system,
similar to cap-and-trade systems
used to apportion control green-
house gas emissions. In such a sys-
tem, countries that do not wish to
host asylum seekers could buy their
way out of having to take their allo-
cated share, while countries that do
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host large populations, particularly
front-line states, would in return re-
ceive a transfer of funds from the in-
ternational community.

In theory, such a scheme would ad-
dress the massive gap between the
needs of the refugee protection sys-
tem and current levels of funding. In
its last annual report, UNHCR indi-
cated that it received less than half of
the US $6.5 billion that it estimates it
needs in order to carry out its work.
Much of the shortfall is due to struc-
tural barriers, the most obvious one
being that UNHCR’s budget comes al-
most exclusively from voluntary con-
tributions, not the assessed contribu-
tions of UN member states. The same
is broadly true for the World Food
Program, UNICEF and others.

r I \ he inequities of the system are

immense, while the North-

South divide on questions of
refugee protection runs deep. Accord-
ing to UNHCR, sixty percent of the
world’s refugees—approximately 8.4
million—are hosted by ten states in
the global South, while only about
one per cent of eligible refugees—
roughly 140,000—are resettled every
year, mostly in three countries: the
United States, Canada and Australia.
Add to the mix the controversial Eu-
ropean Union-Turkey deal of March
2016 which, among other things,
is supposed to guarantee Turkish
citizens’ visa-free travel in exchange
for the return of irregular migrants
to Greece back to Turkey, a country
that is already the largest recipient of
refugees in the world—and not just
Syrians—and has spent billions of its
own money to house them. It is little
wonder that mistrust is high.

Reform of the global refugee regime
will not be easy. UN Secretary Gen-
eral Ban Ki-moon has called for a
Global Compact on Refugee Respon-
sibility Sharing that will “commit
Member States to support a compre-
hensive refugee response whenever
a large-scale and potentially pro-
longed refugee movement occurs.”
While the overarching aim of the
Global Compact is to ensure predict-

able responses to refugee crises that
are consistent with international hu-
man rights and humanitarian law, it
is only a partial solution.

The compact, as it is currently con-
ceived, would be voluntary and non-
binding on member states. Moreover,
given the lack of consensus on issues
such as resettlement and financing of
the system, there is a very real pos-
sibility that states will not be able to
agree to any meaningful outcome
document prior to September or
agree on any concrete solutions in
just a few days of meetings.

The Trudeau

government, more
than any other government
in the West, is positioned to
take up the mantle. Canada
is widely admired for its
comparatively generous
decision to accept 25,000
Syrian refugees, its unique
capacity to harness diversity
and integrate differences at
home, and the public’s
willingness to embrace
refugees through Canada’s
unique private sponsorship
model. %

Even so, the meetings in September
represent an opportunity for the in-
ternational community to get ahead
of the refugee curve. The demand for
global leadership on refugee policy
is urgent and growing, even as the
supply of such leadership is static,
even contracting. Given the behav-
iour of its member states, Europe has
lost all credibility. Despite the efforts
of the White House to resettle Syr-
ian refugees, the US’s standing is no
better. Someone else must step up to
the plate.

The Trudeau government, more than

any other government in the West,
is positioned to take up the mantle.
Canada is widely admired for its com-
paratively generous decision to accept
25,000 Syrian refugees, its unique
capacity to harness diversity and in-
tegrate differences at home, and the
public’s willingness to embrace refu-
gees through Canada’s unique pri-
vate sponsorship model.

But it is not enough to lead by exam-
ple. The stakes are simply too high.
If those who have fled persecution
or who have been forced from their
homes are to have any chance of one
day leading lives of hope and dignity,
Canada must do all that it can to pro-
pose constructive, tangible policy so-
lutions that ensure that the Septem-
ber meetings avoid the same fate as
the World Humanitarian Summit.

A crisis is a terrible thing to waste.

Paul Heinbecker is a Distinguished
Fellow at CIGI, and former ambassador
representative of Canada to the UN.
paul@heinbecker.ca
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A processing plant in the Athabasca oil sands of Alberta. Climate change targets could reduce demand for oil at a time when the collapse of prices
has already impaired the economic viability of high cost energy sources such as the oil sands. Wikipedia photo

The Future of Canada’s
Oil Sands in a Decarbonizing
Global Economy

Jeff Rubin

emission record will safeguard the development of the Trudeau and Alberta’s Premier

. , Rachel Notley have worked ear-
oil sands. But even before the Fort McMurray wildfire, [.o 1 bt Cargars badly

Alberta’s oil sands were facing an existential threat tarnished environmental image. For
from the combination of the COP 21 worldwide emis- ™uch of the last decade the Canadian

. f £ d red d oil . By dest . bil government’s singular economic focus
sions targets and reduced oil prices. By destroying Dil- o, \omoting the rapid growth of bitu-
lions of barrels of potential future oil demand, policies  men production from the oil sands and
designed to mitigate climate change will severely impair 1t resultant lack of progress in reducing

. T . . national carbon emissions has isolated
the economic viability of the oil sands and other high . country in the global environmen-

cost sources of oil supply. tal community.

Justin Trudeau has argued that improving Canada’s Both Prime Minister Justin
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Notley announced sweeping changes
to Alberta’s carbon emission policies,
including the creation of a provin-
cial carbon tax, the setting of a 100-
megatonne hard cap on annual car-
bon emissions from the oil sands and
the phase-out of all coal-fired gen-
erating plants. Trudeau has in turn
promised to work with the provinces
to develop a national climate change
strategy that will enable the country
to achieve its emission reduction tar-
gets. The Trudeau government has
already announced that it considers
the previous target set by the former
Harper government of reducing na-
tional emissions 30 per cent below
2005 levels by 2030 a bare minimum.

Curiously, Canada’s newfound com-
mitment to improve its international
image on battling carbon pollu-
tion is being pitched, at least to the
country’s oil patch, as an attempt to
improve the oil sands marketability
to increasingly emission-conscious
world energy markets. Both Trudeau
and Notley had even argued that the
country’s notoriously poor record on
carbon emissions under the Conserva-
tive government had actually hurt the
oil sands’ long-term expansion plans
that the former prime minister so fa-
mously championed. Premier Notley
cited President Obama’s rejection of
the Keystone XL pipeline on climate
change grounds as a prime example.

hile that political narra-
tive seems to be gain-
ing traction in post-Harp-

er Canada, it is not the domestic mar-
ket that drives production growth in
the oil sands. Hence it is not Alberta’s
emissions, nor for that matter Can-
ada’s emissions, that are relevant to
the oil sands’ economic future. The
real threat that climate change poses
to bitumen extraction from the oil
sands are the actions taken by the rest
of the world to mitigate global carbon
pollution and the consequences those
actions will have on future world oil
consumption. By destroying billions
of barrels of potential future oil de-
mand, policies designed to mitigate
climate change either through taxing
carbon emissions or through promot-

The real threat that climate change poses to

bitumen extraction from the oil sands are the
actions taken by the rest of the world to mitigate global
carbon pollution and the consequences those actions will
have on future world oil consumption. %

ing the rapid use of green energy, can
only worsen the outlook for the oil
sands and other high cost sources of

oil supply.

It is the oil sands costs, not its carbon
trail, which makes the resource so vul-
nerable in an emissions constrained
world. Next to Arctic production, the
oil sands rank as one of the most ex-
pensive sources of oil in the world,
rendering it a marginal producer in
the world supply chain. As such, the
oil sands has stood to gain the most
from triple digit oil prices which have
levered huge production growth and
turned what was once thought to be
commercially unrecoverable oil into
the world’s third-largest oil reserve.
But at the same time, as one of the
most costly oil sources in the world,
the resource is also one of the most
exposed by low oil prices. That expo-
sure could in no meaningful sense be
remedied by any improvement, no
matter how impressive, in either its
own carbon emissions or in Canada’s
overall emission performance.

It is global emissions that are the sec-
tor's real nemesis. The overwhelm-
ing scientific consensus of the United
Nations Intergovernmental Panel on
Climate Change (IPCC) is that atmo-
spheric carbon most not be allowed
to exceed 450 parts per million (ppm)
in the atmosphere—a threshold they
estimate would hold the average in-
crease in global temperatures to a two
degree Celsius rise. Even that increase,
as noted by many island nations at-
tending the 21st Conference of the
Parties to the United Nations Frame-
work Convention on Climate Change
(COP 21) in Paris, would see rising sea
levels at least partially inundate them.
Any greater than a two degree temper-
ature rise would unleash a spectrum of

feedback mechanisms that could over-
whelm our capacity to adapt.

The oil sands has

stood to gain the
most from triple digit oil
prices which have levered
huge production growth and
turned what was once
thought to be commercially
unrecoverable oil into the
world’s third-largest oil
reserve. But at the same
time, as one of the most
costly oil sources in the
world, the resource is also
one of the most exposed by
low oil prices. %

apping atmospheric carbon
C at the 450 ppm level (or po-

tentially lower if the rise in
average global temperature is to be
held to 1.5 degrees Celsius) implies
not only a dramatic but an immi-
nent change in the world economy’s
use of carbon-emitting fossil fuels. In
its most recent general assessment
report, the IPCC estimated that the
world had a remaining carbon bud-
get of 1000 gigatonnes (GT) of CO,
before emissions push atmospheric
carbon concentrations to the critical
450 ppm threshold. Scaled to recent
annual global emissions running just
over 30 GT, the global economy has
only about three decades left to burn
carbon fuels. That horizon could be
extended by reducing annual emis-
sion, but either way the global econ-
omy must soon head toward sub-
stantive and sustained reductions in
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emissions either through decarbon-
izing economic growth (falling emis-
sions per unit of GDP) or, less desir-
ably, through much lower rates of
economic growth itself.

Either route implies a very different
trajectory for carbon emissions, and
hence global fuel consumption than
the rates of growth fossil fuel produc-
ers have become accustomed to and,
more critically, are counting on to
continue indefinitely into the future.
The carbon trail from business as usu-
al growth in oil, coal and natural gas
combustion would put carbon levels
on course to hitting as high as 700
ppm by the end of the century, trig-
gering as much as a six degree Cel-
sius rise in average temperatures. The
IPCC warns that anything close to
those levels would bring with it cata-
strophic changes in global climate
and sea levels.

Avoiding those consequences by lim-
iting the rise in atmospheric carbon
to 450 ppm level (or less) through
what is commonly referred to as deep
decarbonization has both significant
near-term as well as profound longer
term implications for the oil indus-
try. Not only is there no room within
the world’s remaining carbon budget
to accommodate business as usual
growth in world oil demand but the
looming emission reductions will
necessitate substantial reductions in
world oil consumption over the next
several decades.

The International Energy Agency
(IEA) estimated that in order to hold
atmospheric carbon at the 450 ppm
threshold, global oil consumption
will have to fall to under 80 million
bpd by 2030 and continue to decline
to 74 million bpd by 2040—an over
20 per cent reduction from today’s
production level. World oil demand
would have to peak by 2020 before
beginning a terminal decline over
the balance of the century. By mid-
century virtually all increases in
global energy demand would have
to be supplied through renewable
power .

Policy

r I \he time frames for required
cuts in global oil consumption
are precisely those during

which the Canadian Association of
Petroleum Producers (CAPP) expects
oil sands production to double. But
instead of benefitting from another
two decades of world oil demand
growing at its annual trend rate of a
little over one million bpd, oil sands
producers would be facing a contract-
ing global market that would shut in
more than 20 mbd of current world
oil production

The blueprint for that contracting
global oil market is at least partially
drafted through the existing emission
reduction commitments of the larg-
est oil consuming countries both in
the developed and developing world.
Current national pledges to reduce
cartbon emissions are a minimum
starting point. While they already
dictate significant reductions in fu-
ture world oil demand, they are still
inadequate from a climate change
mitigation standpoint.

The global economy

must soon head
toward substantive and
sustained reductions in
emissions either through
decarbonizing economic
growth (falling emissions per
unit of GDP) or, less
desirably, through much
lower rates of economic
growth itself. 9

Even if all pledged national emis-
sion reduction targets are met, global
carbon emissions would still be on
track to induce anywhere from a
2.7 -3.5 degrees Celsius warming of
the planet—almost double the level
which the COP21 agreement intends
to hold global temperature change
to. It is widely anticipated that more
aggressive commitments to reduce

future emissions at the individual
country level will be needed, requir-
ing even greater reductions in fossil
fuel demand.

Just as today’s coal

prices have already
stranded coal reserves
around the world,
tomorrow’s oil prices in an
emission-constrained world
will strand much of the
world’s proven oil reserves. %

hatever ultimate target for
global warming is pur-
sued, the route to keep-

ing carbon out of the atmosphere
is to keep fossil fuels in the ground.
Anywhere from two-thirds to three
quarters of all proven reserves of fos-
sil fuels will not be able to be burned
if we are to adhere to a carbon
threshold of 450 ppm according to
the IPCC. In effect that would leave
the bulk of the world’s oil reserves
as stranded assets with no economic
value. According to Moody’s, half of
the world’s coal reserves are already
uneconomic to exploit at today’s
price for either thermal or metallur-
gical coal, both of which are trading
at or near decade lows.

Just as today’s coal prices have al-
ready stranded coal reserves around
the world, tomorrow’s oil prices in
an emission-constrained world will
strand much of the world’s proven
oil reserves. All but the lowest cost re-
serves will be abandoned in a contract-
ing world oil market, leaving most of
the oil sands estimated 170 billion
barrels of bitumen in the ground.

Jeff Rubin is a Senior Fellow at

CIGI. Previously he was he was chief
economist at CIBC World Markets for
two decades until he resigned in 2009
to become an author. He has written
three best sellers including his latest,
The Carbon Bubble.
jeff.-rubin@sympatico.ca



A clean electricity power generator, which is part of the investment in new tech energy. ABB photo

Energy Innovation and COP21

Céline Bak

While the general public may have seen the COP21
agreement in Paris in late 2015 as a beginning, it was
actually a culmination of years of painstaking policy
transitioning aimed at mainstreaming clean energy
development. In Canada, much of the economic infra-
structure to that end was already in place by last year,
with energy innovations in a diverse array of fields now
ready for scale-up. And the firms commercializing these
solutions are already substantial employers.

n the first day of COP21 in Paris,
OMission Innovation (MI), was

launched by Bill Gates with
US President Barack Obama, French
President Francois Hollande and In-
dian Prime Minister Narendra Modi.
MI’s state-level participants pledged
to double investments in clean energy
research by 2020, to attain the de-car-
bonization goals contemplated beyond
2030. In addition, 28 wealthy investors
started the Breakthrough Energy Co-
alition, a fund whose intent is to spur
private and public sector cooperation
and to raise investment in clean energy
innovation. These energy innovation
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initiatives follow on from the New
Climate Economy’s proposals for
policy action to support low carbon
innovation (Global Commission on
the Economy and Climate 2015).

Global governance entities made ref-
erence to innovation in the lead-up
to Paris, but generally with a post-
2030 focus. For example, the Orga-
nization for Economic Co-operation
and Development (OECD) made no
mention of the potential impact of
innovation in the pre-2020 period,
but rather made proposals for qua-
drupling green infrastructure invest-
ment to US$1 trillion; stopping fossil
fuel subsidies; making carbon mar-
kets more effective; decarbonizing
transportation; and increasing devel-
opment assistance through climate
finance. The OECD continued to call
for global emissions peaking by 2030
and zero net emissions by 2100—a
goal adopted by the G7 in 2015.

For its part, the International Energy
Agency (IEA) proposals, to contribute

half of the GHG reductions needed to
achieve peak global emissions around
2020, had innovation and clean tech-
nology shouldering a greater share of
the GHG-reduction burden in the fu-
ture, but did not make it an immedi-
ate priority .

r I \he United Nations itself ad-
vanced the Lima-Paris Action
Agenda (LPAA) as a framework

for non-state actors to track, coor-

dinate and leverage efforts. Under
the LPAA, non-state actors translate

‘Intended Nationally Determined

Contributions’ into cooperative or

individual initiatives, under seven dif-

ferentiated areas in which innovation
is implied but not explicitly addressed.

Policy leaders will need multiple pol-
icy interventions in order to enable
scale-up of energy innovations with-
in electricity, built environment,
transportation and fuel systems.
Coordinated policy implementation
will facilitate GHG reductions and
emergence of sectors with growing

numbers of high quality jobs.

A Canadian case study, based on
five years of firm-level research, sug-
gests that first-generation energy in-
novation policies have succeeded in
spurring private sector investment at
scale and have produced solutions
that could contribute to achieving
global GHG peaking, if the capital
costs for first-in-kind demonstration
projects can be reduced through the
same fiscal measures that have en-
abled wind and solar technologies
to commercialize and compete with
fossil fuels such as coal, natural gas
and petroleum.

Based on a cohort of 814 firms, an-
nual investment in R&D by Canada’s
clean technology industry was C$1.2
billion in 2014. This was equivalent to
private sector R&D investment in the
aerospace industry and to 9 per cent
of total national private sector R&D.
These R&D investments represented
10 percent of industry revenues or
about 2.5 times the Canadian phar-

Annual and Cumulative R&D Investments by Canadian Clean Technology Companies—SME Versus Large

Companies (2008 To 2014)

($Millions)
$8,000 $7,621
o
$7,000
([
$6,000 $5,539
$5,000 Y
$4,000 °
$3,000
o
$2,083
$2,000
[
$1,000 ®
50 $256 $136 $256 $231
2008 2009 2010 2011 2012 2013 2014
SME (<50M) CUMULATIVE - SME COMPANIES

LARGE (>$50M)

CUMULATIVE - LARGE COMPANIES
® TOTAL CUMULATIVE R&D

2008-2012 per 2013 and 2014 Canadian Clean Technology Industry Reports

Source: Canadian Clean Technology Industry Report (Bak 2015a).

Policy



___________________________________________________________________________|KJI

maceutical industry’s R&D intensity.
To translate these R&D projects into
practice, 250 demonstration projects
worth $2.9 billion in combined pri-
vate and public sector investments
have been funded over 14 years by
Sustainable Development Technol-
ogy Canada (SDTC).

In the Canadian case study, historical
energy innovation policies, including
fiscal measures for accelerated depre-
ciation of capital costs, fiscal R&D
credits for labour and program-based
grants for technical demonstration
projects have spurred private-sector
energy innovation investments. They
have also created firms with the po-
tential for significant positive climate
impacts sooner rather than later, and
notably, the potential for significant
employment growth.

closer look at the Canadian

cohort of clean technology

companies reveals more about
the profile of innovators. From 2008
to 2014, 70 per cent of Canadian
clean technology R&D investment
(three-quarters of which were energy
related) was made by firms with less
than $50 million in annual revenue.
What's more, firms have been operat-
ing well in advance of the implemen-
tation of carbon regulation, having
been founded, on average, 17 years
ago. While still an emerging indus-
try, these firms have simultaneously
created much needed energy inno-
vation and well paid middle class
employment.

Here are some take-aways for policy
makers:
Energy innovation firms face two val-
leys of death. The first for first tech-
nical demonstration (technical valley
of death). The second for commercial
demonstration (commercial valley of
death.)

e To have the benefit of these inno-
vations for GHG reductions, pol-
icy makers must implement poli-
cies that address these gaps.

¢ New investment in low carbon in-
frastructure should take account
of energy innovation in the form
of best-in-class technology classi-
fications for both regulatory and
fiscal policy design.

Based on a cohort of 814 firms, annual investment

in R&D by Canada’s clean technology industry was
C$1.2 billion in 2014. This was equivalent to private sector
R&D investment in the aerospace industry and to 9 per cent
of total national private sector R&D. 99

e Risk pooling among both sellers
and buyers of energy innovation
will be needed to scale up markets.
Examples of risk pooling might in-
clude performance bonding funds
available to public entities that
make investments in innovative
procurement and infrastructure.

¢ Climate finance will need to evolve
to enable access to a full array of
energy innovation by developing
countries. Development finance
entities can assist by supporting
procurement risk pooling across
developing countries.

ecause energy systems are so

complex and because they are

made up, in part, of physical
plants, energy innovators are capital-
intensive. In addition to inventing
new technologies, these firms must
also instantiate their innovations
within manufactured environmental
goods and within energy systems in-
cluding electricity, fuel and transpor-
tation infrastructure. Their business
models combine investing a signifi-
cant percentage of revenue into R&D
and operating complex manufactur-
ing. These business models are not
normally associated with small firms.

As a result, these firms find them-
selves in a policy no-man’s-land,
needing industrial-scale capital rath-
er than the venture capital normally
associated with innovators. This dif-
fers from some other innovative sec-
tors where open-source software has
vastly reduced the transaction costs
associated with bringing innovations
to market and where intellectual
property and global internet gover-
nance are important policy concerns.

Energy innovators are akin to early
baby boomers who were born before
health and education infrastructures
were put in place. They’ve had to
adapt while they wait for scale-up

and finance policies to be designed
and implemented. This focus on ad-
aptation is also evident in firm-level
findings on human resource (HR)
gaps. Their recruiting priorities are
squarely focused on sales and capital-
raising abilities. When scale-up and
finance policies are in place, engi-
neers and scientists will replace sales
and finance professionals as the pri-
mary HR focus, which will drive sig-
nificant growth in well-paid jobs.

With regard to innovation, global
governance entities could be more
ambitious for the 2020-to-2030 pe-
riod. Beyond wind and solar, clean
technology firms have innovations
that are ready to be scaled up com-
mercially. As countries grapple with
how to resolve tensions between
growth goals and climate commit-
ments, these firms are ready to grow
employment and contribute to at-
taining 2020-to-2030 climate targets,
thereby contributing to shifting glob-
al and national GHG to GDP ratios.

In sum, policy makers can be con-
fident that first-generation energy
innovation firms are ready for coor-
dinated finance and infrastructure
investment policies to enable the
move from demonstration to scale-
up impact on the environment and

the economy.

Céline Bak is the Founder and President
of Analytica Advisors, where she has
authored and published six national
reports that revealed the clean technology
industry’s activity as meaningful

and measurable and in so doing

has accelerated a major industrial
transformation in Canada. She is a
Senior Fellow at CIGI where she focuses
on trade, innovation and finance. She
has worked in 25 countries.
celine.bak@analytica-advisors.com
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Prime Minister Trudeau sits across from Chinese President Xi Jinping at their first biliateral meeting on the margins of the G20 Summit in Turkey
last November. The Liberal government has expressed interest in negotiating a free trade deal with China, while the Chinese are unhappy with
restrictions on State Owned Enterprises (SOEs) investment in Canada. Adam Scotti photo

Improving Canada-China
Relations: Open Eyes and
Realistic Expectations

Hongying Wang

The change of government in Ottawa has fuelled ! I \ he change of government in Ot-

. . . . tawa last fall has brought high
expectations for improvement in Canada’s relations expectations for improvement in

with China. The Chinese public, recalling Pierre Canada’s relations with China. Busi-

Trudeau’s establishment of diplomatic relations in eSS 8roups and academic researchers
in Canada have published a number of

1970, assumes his son will be friendlier with Beijing studies urging the new Liberal govern-
than was his predecessor, Stephen Harper. While the ment to develop a more engaging pol-

. . icy with regard to China. Meanwhile,
new Liberal government has undertaken an internal . qine to media reports, the govern-

review of bilateral relations, including the possibil- ment is doing a major internal review

: _ ; e ; : of Canada’s relations with China. On
ity of a Canada-China trade deal, political scientist 5 =202 ° =200 Pacific, Chinese

Hongying Wang writes that it is important t0 reC0g- leaders as well as the public have ex-

nize the complexity of the relationship. pressed high hopes that Prime Minister
Justin Trudeau will take a more friendly

approach to China than his Conserva-
tive predecessor, Stephen Harper.
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While much can be done and is be-
ing done to make Canada’s relations
with China more positive and con-
sistent than in the recent past, it is
important to recognize the complex-
ity involved. Two controversial issues
illustrate some of the roadblocks to
improving the bilateral relationship:
1) investment promotion and protec-
tion, and 2) judicial cooperation.

While the Harper government was
often critical of and distant toward
China on political issues, in the last
few years it took some active initia-
tives to promote the commercial ties
between the two countries. Most nota-
bly in 2012, Canada and China signed
a Foreign Investment Promotion and
Protection Agreement (FIPA), which
was ratified by both governments and
went into force in 2014. The Harper
government described it as a high-
standard agreement that would better
protect foreign investment against dis-
crimination and arbitrary action and
provide prompt compensation in case
of expropriation. But as soon as it was
made public, FIPA generated wide-
spread criticism and concern from
the opposition and the public. Many
complained that the negotiations had
lacked transparency. They argued that
it was a lopsided deal mostly benefit-
ting China, which at the end of 2013
had $16.6 billion in foreign direct
investment (FDI) stock in Canada,
much larger than the stock of Ca-
nadian FDI in China, valued at $4.9
billion. In particular, critics pointed
out that the investor-state arbitration
clause in FIPA would allow Chinese
companies to prevent the Canadian
government from adopting any public
policy that would undermine Chinese
investors’ interests. Groups organized
campaigns against the agreement and
tried to challenge the agreement in
the Canadian court system.

Ironically, even though the Harper
government presided over the se-
cret negotiations and ratification
of FIPA, causing concern and even
outrage among many Canadians, it
had serious reservations toward Chi-
nese investment in Canada. In late
2012, after much debate and delay,

Soon after it came into office, the new Liberal
government announced its interest in a free trade
agreement with China. In response, Chinese officials have
expressed their dissatisfaction with FIPA’s restrictions on
foreign SOE investment in Canada. They see it as
discriminatory toward China and would like to see
those restrictions removed before moving ahead with

trade negotiations. %

the Canadian government approved
the $15.1 billion purchase of Cana-
da’s Nexen energy group by China’s
oil company, CNOOC. At the same
time, Harper announced new guide-
lines for reviewing investment by for-
eign state-owned enterprises (SOEs),
stating that, going forward, only in
exceptional cases would the govern-
ment allow foreign SOEs to acquire
controlling interests in Canadian
businesses. This was not a positive
signal for China because much of its
economy and overseas investment
was dominated by SOEs.

As the Liberal

government explores
a free trade agreement with
China and pursues expanded
economic cooperation with
China, it will need to manage
Chinese expectations.
Chinese policymakers and
the public tend to attribute
major importance to
individual leaders in deciding
their countries’ policy
toward China. %

Soon after it came into office, the new
Liberal government announced its in-
terest in a free trade agreement with
China. In response, Chinese officials
have expressed their dissatisfaction
with FIPA’s restrictions on foreign
SOE investment in Canada. They see
it as discriminatory toward China
and would like to see those restric-
tions removed before moving ahead

with trade negotiations. However,
the desire of the Chinese government
is strongly countered by sentiment in
Canadian society. According to polls
conducted by the Asia-Pacific Foun-
dation in 2015, close to half of Cana-
dians did not approve free trade with
China and more than three-quarters
opposed Chinese SOEs purchasing
Canadian companies. Those opposed
to Chinese investment were con-
cerned about Canada’s control of its
own resources, poor labor standards
and potential environmental dam-
age by Chinese companies, corrup-
tion, and security risks.

s the Liberal government ex-
A plores a free trade agreement

with China and pursues ex-
panded economic cooperation with
China, it will need to manage Chi-
nese expectations. Chinese policy-
makers and the public tend to attri-
bute major importance to individual
leaders in deciding their countries’
policy toward China. Given Pierre
Trudeau’s pioneering work in estab-
lishing diplomatic relations with
China at the height of the Cold War,
there is a natural expectation in Chi-
na that Justin Trudeau will adopt his
father’s friendly approach toward the
country. While Justin Trudeau is in-
deed much more inclined to improve
bilateral relations with China than
his predecessor, it is important for
Chinese policymakers to recognize
that the change of government has
not radically transformed the eco-
nomic, political and social environ-
ment in Canada.

On the other hand, Ottawa should
and can do a better job engaging the
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public. Scholars have called for a na-
tional dialogue on the importance of
Asia—especially China—to Canada’s
well-being. That dialogue should
be promoted urgently. But it is not
enough for Canadians to have a clear
understanding of the relevance of
Canada’s relations with China. Pub-
lic policy must address the real distri-
butional consequences of increased
economic cooperation with China.
Canadian stakeholders who stand to
benefit the most from expanded com-
mercial ties with China need to share
their gains with those who will have
little to gain or even suffer from short-
term losses in this process. To mobi-
lize political support, it is not enough
to ensure that such cooperation is of
“net benefit” to Canada, as required
by the Investment Canada Act, but
that this benefit is shared fairly among
different groups within Canada.

r I \ urning to judicial coopera-
tion, Canada and China have
worked on strengthening judi-

cial and law-enforcement cooperation

in recent years. Since 2008, officials
from both countries have met regular-
ly through the Canada-China Law En-
forcement and Judicial Cooperation

Consultations. In 2010, Canada and

China signed a Memorandum of Un-

derstanding on Cooperation on Com-

batting Crime, which aims to facili-
tate cooperation between the RCMP
and the Chinese Ministry of Public

Security. From the perspective of the

Chinese government, a top priority in

judicial cooperation with Canada is to

get Canadian assistance with its trans-
national anti-corruption operations.

Corruption has long been a problem
for the Chinese government. Increas-
ingly, corruption has become trans-
national. More and more individuals
with ill-obtained wealth have fled
China and/or transferred their wealth
out of China. Along with the United
States and Australia, Canada is one
of the most popular destinations for
these individuals. One reason is that
these countries do not have extradi-
tion treaties with China. For a num-
ber of years, Canada’s relations with
China were troubled by the case of

Policy

Lai Changxing, a rich businessman
China wanted on corruption charges
but whom the Canadian government
refused to have extradited to China
for fear that he would not receive a
fair trial and/or would be executed.
After 12 years and many rounds of
negotiations, the Canadian govern-
ment finally sent him back to China
in 2011. In 2012, Prime Minister
Harper and Premier Wen Jiabao of
China reaffirmed their intention to
cooperate in combatting transna-
tional crime. In 2013, Canada and
China negotiated an agreement on
the sharing of the proceeds of corrup-
tion committed by foreigners.

Since Xi Jinping

became China’s
leader, he has made the
fight against corruption
a hallmark of his
administration. The last few
years have seen a massive
and continuous anti-
corruption campaign that
resulted in the uncovering
of thousands of corrupt
officials and billions of
dollars in lost assets. %

leader, he has made the fight

against corruption a hallmark
of his administration. The last few
years have seen a massive and con-
tinuous anti-corruption campaign
that resulted in the uncovering of
thousands of corrupt officials and bil-
lions of dollars in lost assets. The Chi-
nese government has sought to bring
back those who have fled the country
and to recover their ill-gotten assets
taken abroad. Operations “Fox Hunt”
and “Skynet” in 2014 and 2015 have
reportedly brought back to China
over a thousand suspects, but most of
them were returned from neighbor-
ing countries rather than European
or North American countries. West-
ern countries, including Canada,

S ince Xi Jinping became China’s

34 I

have been less willing to repatriate
suspects to China, citing the lack of
judicial independence in China, the
quality of its court system, and the
differences in Chinese and Canadian
understanding of human rights.

Given the high priority and the
popularity of the anti-corruption
campaign in China, the Canadian
government risks losing credibility
if it appears unwilling to engage in
full judicial cooperation with China
in this area. Canada’s ambassador
to China stresses to the China pub-
lic that Canada will help China to
repatriate corrupt officials who have
fled to Canada and confiscate their
assets: “We have no desire to har-
bor fugitives, and we don’t want to
be known as welcoming fugitives.”
However, the implementation of
such cooperation is not easy given
many Canadians’ distrust of China’s
judicial system. Moreover, the Cana-
dian government has reasons to be
nervous about the operation of Chi-
nese agents in Canada, as are other
Western governments such as the US
and Australia, both of which have
expressed their deep concern about
China’s undercover operations. Last
but not least, the autonomy of the
judicial system from the government
in Canada can hinder the process of
repatriating suspects wanted by the
Chinese government.

The examples of investment promo-
tion and protection and of judicial
cooperation are illustrative of some
of the obstacles to improving Cana-
da’s relations with China. However,
roadblocks should not stop the two
sides from pursuing greater coop-
eration. The key is to walk down the
path of improving this important
bilateral relationship with open eyes
and realistic expectations.

Hongying Wang is a Senior Fellow

at CIGI and associate professor of
political science at the University of
Waterloo. She specializes in the Chinese
political economy and foreign policy.
h279wang@uwaterloo.ca.



Brian and Esther Pallister arrive triumphant at PC headquarters in Winnipeg on election night. Pallister’s slogan, “Better Plan. Better Manitoba”

helped close the deal for his landslide victory. David Lipnowski Photography

Inside the PC Manitoba Sweep:

How Pallister Did It

David McLaughlin

Contributing Writer David McLaughlin served as cam-
paign manager for the Progressive Conservatives in the
Manitoba election, and brings a close insider’s insight
into Brian Pallister’s sweep of the province on April 19.
Pallister and the PCs won 40 seats out of 57 in the Leg-
islature, and the highest popular vote—53 per cent—in
Manitoba’s history. It helped that that after three terms
of Greg Selinger and the NDP, Manitoba voters were
ready for something new, and the PCs stayed relent-
lessly on the message of trust and taxes.

anitoba Progressive Conser-
vatives came out of the 2011
election frustrated, demoral-

ized, and leaderless. It was their fourth
straight election loss. The NDP had just
won their largest victory ever: 37 seats to
19 Conservatives, with one Liberal.

Job one for the PCs was finding a new
leader. Brian Pallister, a former MLA,
MP and successful businessman, won
by acclamation in 2012. His stepping up
when no one else did proved central to
the victory plan that followed.

Pallister took two leadership decisions in
his first year that sowed the seeds of vic-
tory. First, he refused to take any public
money for the party from the NDP “vote
tax” to finance PC Party operations. This
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meant the party had to up its game
on fundraising to make up the dif-
ference and arm itself to compete
against the publicly-funded NDP and
its extensive union network. It did.

Second, Pallister kept the legislature
sitting during the summer of 2013 to
challenge the NDP’s PST hike from
seven to eight per cent. This bro-
ken promise by NDP Premier Greg
Selinger, explicitly ruled out by him
in the 2011 election, was a turning
point in NDP fortunes. Their polling
slide began then. Less appreciated is
the extent to which this was a turn-
ing point for the PC caucus. It began
acting like a team and thinking like
winners, attributes in short supply to
that point.

Once the election was called, the
PC campaign undertook aggressive
air war and ground-game strategies.
They would out-message opponents
with early and relentless ad buys and
out-hustle them with an equally early
and relentless target-seat campaign.

The Conservative electoral calculus
was four-fold: first, retain every tra-
ditional PC voter possible; second,
attract soft NDP, Liberal, and inde-
pendent voters who could not vote
NDP; third, hive-off change voters
who might be attracted to the Liber-
als; and fourth, remind “Gary Doer
New Democrats” of their current dis-
taste for Selinger and perhaps they’ll
stay home.

There were a lot of moving pieces
here. But there was little choice.
The Manitoba electorate was fluid
in 2015-16. The federal Liberals had
made major gains the previous Octo-
ber, sweeping Winnipeg and winning
seven out of 14 federal seats. Provin-
cial NDP support was down and Lib-
eral support was up.

or the air war, two factors were
F most influential: the high nega-

tives associated with Selinger
and, it being Manitoba, the desire for
“safe change”. The PC strategy aimed
right at these, finding its manifesta-
tion in the reinforcing campaign slo-
gans of “Broken Trust. Broken Gov-
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Moving voters away from the NDP was one thing;

moving them to support the PCs was quite another.
Here, the decision was taken to outflank both the NDP and
Liberals on policy and platform. %

ernment” for the NDP and “Better
Plan. Better Manitoba” for the PCs.

The first told voters that not only had
Selinger broken his PST promise but
that the government he led was divid-
ed and dysfunctional. “Broken Trust.
Broken Government” fit this frame to
a ‘T". Completing the picture was the
tagline “Selinger’s NDP”. The Conser-
vatives tied his unpopularity to his
party, making the election a referen-
dum on his party and leadership.

Moving voters away from the NDP
was one thing; moving them to sup-
port the PCs was quite another. Here,
the decision was taken to outflank
both the NDP and Liberals on policy
and platform. The concept of “better”
took root. Better was change but not
radical change. Better was a relative
comparator, not just to the broken
NDP government and its high taxing
and spending, but also to the relative-
ly unknown Liberals and their new
leader, Rana Bokhari.

Majority provincial

governments are
won and lost in Winnipeg
and with generally small
swings in popular votes. This
meant the PC ground game
had to be much more
focused and effective than in
previous campaigns. %

Pallister would offer a “better plan for
a better Manitoba”, combining spe-
cific commitments with a hopeful,
optimistic vision. “Better” showed up
everywhere.

A key challenge in the PC plan was

how to not out-promise the NDP and
Liberals when the province’s financial
situation was perilous, but the coun-
try was embracing Justin Trudeau’s
deficits. Pallister disciplined his team
throughout by refusing to promise
more than he felt the province could
afford. Shiny, new platform baubles
were not on offer to the electorate.

ajority provincial govern-
ments are won and lost in
Winnipeg and with gen-

erally small swings in popular votes.
This meant the PC ground game had
to be much more focused and effec-
tive than in previous campaigns.

The Manitoba legislature has 57 seats.
A 2.5-point difference in popular vote
in 2011 gave the NDP 18 more seats
than its opponents. But in 2016, the
NDP was defending more seats than
ever with fewer resources while the
PCs had the prospect of breaking
through in more seats than ever with
more resources.

To force this choice upon the NDP,
the Conservatives did three things
early: we ran ads pre-writ to keep PC
support up and the NDP’s down; we
nominated candidates early; and we
got local campaign teams working
to identify PC voters for the party
database and the Get Out The Vote
(GOTV) effort.

Five pre-writ TV ads were produced;
three negative and one positive. The
negative ads launched the “Broken
Trust. Broken Government” theme.
They tied Selinger’s unpopularity
to the NDP brand with the words
“Selinger’s NDP”. More importantly,
they were effective because they used
the NDP’s own words from news clips.
This was not the PCs saying negative
things; it was the NDP itself, which
gave the message real resonance.



The two positive ads featured Pallister
speaking in a relaxed, friendly fash-
ion about himself and his priorities.
He told Manitobans he had been a
teacher, as had his mother, confront-
ing the NDP attacks that he would
radically slash government services.

These ads were the template for the
actual campaign itself. The PCs went
on to feature Pallister in four more
positive ads including a risky one
that explicitly repeated the NDP
charge that he was “running with
scissors”. Pallister said: “Here’s what
I think we should take scissors to: old
stories that aren’t true and old ideas
that hold us back.”

Pallister won this

election by staking
out the centre-right of the
political spectrum, running
as a progressive and a
conservative in his platform,
and effectively branding his
opponents as both failed
and not ready. %

In all, the PCs ran 11 different ads
pre-writ and during the campaign,
defying conventional wisdom of
concentrating ad messages in just a
few bites. Did the ads work? A post-
election survey conducted by the PCs
found that 80 per cent of those who
viewed ads had a favourable impres-
sion of them.

The PC social media engagement was
ramped up from virtually nothing. It
proved a bonanza for impact. Here
are the numbers: 1.2 million video
views; 1.15 million Twitter impres-
sions in the election period alone;
482 per cent growth in Facebook fans
with 5.6 million Facebook reaches
from late November to E-Day.

4 I \ he party’s polling tracked 23
targeted ridings in three ar-
eas: Winnipeg (14), the North-

West Angle (7) and Brandon (2).

2016 Manitoba Campaign by the Numbers

SEATS

VOTES

"W Progressive

¥

Today’s

NDP 14 (-21)

Liberals 3 (+2)

Knowing seats in Winnipeg would be
avidly contested, the Conservatives
nominated candidates as early as
possible in the others and deployed
additional people to the North-West
Angle. Every seat picked up there was
one less required in Winnipeg. In the
end, the PCs won every targeted seat.

he campaign’s ground game

I focused on winning the ex-
tensive advance polls. The

PCs got between one-quarter and
one-third of their vote out in target-

ed areas, giving them a crucial edge
on E-Day.

Pallister’s leadership

numbers helped seal
the deal. Adding his name
in ballot choices always
increased Conservative
numbers. He more than
doubled Selinger’s
favourabilities.

Pallister won this election by staking
out the centre-right of the political
spectrum, running as a progressive
and a conservative in his platform,
and effectively branding his oppo-
nents as both failed and not ready.
But he also won by being the most
disciplined and focused of the three
leaders. Frankly, he out-campaigned

® Conservative PCs 40 (+21)

53.01% (+9.3%)

25.73% (-20.43%)

14.46% (+6.94%)

them by making no consequential
mistakes, and winning the main lead-
ers’ debate by a margin of 44 per cent
to 24 per cent in one poll.

Pallister’s leadership numbers helped
seal the deal. Adding his name in bal-
lot choices always increased Conser-
vative numbers. He more than dou-
bled Selinger’s favourabilities. The PC
campaign ran him hard in its TV ads
and literature. Despite relentless per-
sonal attacks for over two years, Brian
Pallister was a top vote asset.

It may have seemed like a sure thing
to the outside. But after 20 years since
the PCs last won an election, few To-
ries in Manitoba wished to tempt
fate. This campaign left nothing to

chance.

Contributing Writer David McLaughlin
was campaign director for the successful
PC election in Manitoba. He was
previously chair of the National Round
Table on the Environment and the
Economy, chief of staff to Finance
Minister Jim Flaherty and deputy
minister and chief of staff to New
Brunswick Premier Bernard Lord.
dcml1602@gmail.com
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J.P. Veitch, Rona Ambrose’s partner, wears a T-shirt that says it all about the interim Conservative leader running for the party leadership.
Jason Ransom photo

The Conservative Party
Post-Vancouver: Where Does it Go
From Here?

Yaroslav Baran

The Conservative convention in Vancouver in May pre- onservatives gathered in Van-
sented a united front to the country that had voted out o rtant convention. tn ther
the Harper government seven months earlier. There was 1y, it was a standard biennial congress,
little of the corridor conspiring that featured at previ- but in reality, it was the first gathering
ous gatherings, and the grassroots seemed focused on Eg;telj:sfggl anl‘(i)sfftde;eatieier:‘;oeclledcfoln
absorbing the lessons from last fall’s defeat and mov- g, 44, Camgaign. &y
ing on to the coming leadership race and 2019 election.

A former communications director for Stephen Harper, ’é commen e’lipe“ation e that ﬂ;s
Yaroslav Baran has a prescription for what the party onservave, Iy comeniion wou

. . f be a sombre affair—a collection of the
needs to do to complete its next incarnation. demoralized and bitter, wagging fingers

Policy
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“I am a Canadian, free to speak without fear, free to worship in my own way,
free to stand for what I think right, free to oppose what I believe wrong...”

—JOHN DIEFENBAKER, 1956

and venting frustration. It was any-
thing but. The tone was surprisingly
energetic and the delegates striking-
ly youthful: spirits were high, and
most importantly, focused on the
future rather than the past. Perhaps
enough time had passed since Octo-
ber that people were ready to move
on. Perhaps it was the masterful post-
mortem performance by the party’s
executive director officer, Dustin Van
Vugt, which left no stone unturned,
nothing hidden and no frustration
left to vent.

Whatever the reasons, the party
chose collectively to take the oppor-
tunity to renew itself, exorcize its de-
mons of policy and style, and start to
present a new face to the public as it
rebuilds in time to challenge the Lib-
eral government in 2019.

The policy canon

was refreshed. Party
delegates voted
overwhelmingly to drop the
lingering opposition to
same-sex marriage. They
endorsed ticketing for simple
pot possession (or “decrim-
lite”). A mental health policy
framework was adopted.
These are the hallmarks of a
modern, progressive party—
not the narrow debates of a
generation ago. %

The policy canon was refreshed. Par-
ty delegates voted overwhelmingly
to drop the lingering opposition to
same-sex marriage. They endorsed
ticketing for simple pot possession

(or “decrim-lite”). A mental health
policy framework was adopted.
These are the hallmarks of a mod-
ern, progressive party—not the nar-
row debates of a generation ago: the
language on cereal boxes or death
penalty redux. At the same time, the
timeless bedrocks of modern conser-
vatism were reaffirmed: competition
in the marketplace, and a principles-
based foreign policy.

For the first time since the current
party was formed, media were given
full access to all proceedings, draw-
ing an amusing (dare we say ironic?)
contrast with the concurrent Liberal
convention in Winnipeg, where the
Fourth Estate complained through-
out about closed policy sessions and
lack of access to ministers.

The strongest undercurrent at the
convention was the issue of future
leadership. The fact that only three
contenders are formally in play thus
far (Michael Chong, Kellie Leitch
and Maxime Bernier), begged the
predictable speculation: Who else
would run? Would either of the ti-
tans—Jason Kenney and Peter MacK-
ay—jump in? (Neither was obviously
campaigning.) Are there any white
knights or surprise outsiders? When
would the fireworks begin?

Despite this strong thematic, outside
observers were also surprised to see
none of the expected cleavages be-
tween antecedent parties—the old
Progressive Conservatives and Re-
formers. As one insider noted, “The
only people who talk about that are
those who are not members and
never have been. Inside the party,
nobody even thinks about that stuff
anymore.” Indeed, an entire genera-
tion of party members and activists
have risen through the ranks know-
ing nothing other than a united,

organized and battle-ready party—a
fact that may end up as one of Ste-
phen Harper’s biggest legacies.

Keep 2015 in

perspective. It was
not a cataclysmic defeat. It
was not a humiliation. It was
not a fundamental
repudiation. It wasn’t 1993.
It was an election loss.
Period. It happens all the
time. The Tories came in eight
points behind the victorious
party, and pulled through
with a formidable 99-seat
Official Opposition. This
should not be triggering
identity or existential crises. 9

0, bogeymen and anchors cast
off, the Conservative Party of
Canada has a genuine fresh

start. Now what will it do with it?
Where does the party go from here?

The road back to power hinges on a
number of lessons the party would be
wise to heed.

Number One: Keep 2015 in perspec-
tive. It was not a cataclysmic defeat.
It was not a humiliation. It was not
a fundamental repudiation. It wasn’t
1993. It was an election loss. Period.
It happens all the time. The Tories
came in eight points behind the vic-
torious party, and pulled through
with a formidable 99-seat Official Op-
position. This should not be trigger-
ing identity or existential crises.

Interim Leader Rona Ambrose hinted
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at this in her address. Don't jettison a
formidable legacy because we are dis-
appointed after a single election:

“We're the party of Confed-
eration, one of the most du-
rable political arrangements
the world has ever known.
We're the party that bound the
country together from coast to
coast with the Canadian Pa-
cific Railway, one of history’s
most visionary nation building
projects. We're the party that
introduced Canada’s first Bill
of Rights, 22 years before the
Charter of Rights. We're the
party of free trade, signing the
historic [Free Trade Agreement|
.... We'’re the party of the first
African-Canadian MP and Cab-
inet Minister, the first Muslim
MP, the first Hindu MP, the
first MPs of Chinese, Greek,
and Japanese descent, and the
first Senators of Filipino, Kore-
an, Pakistani, and Vietnamese
descent.”

Not to mention the first woman to
serve in Cabinet, and the first woman
as prime minister. #Becauselts1993.
Or universal suffrage. #Becauselts1918

The point to remember? Conserva-
tives have a legacy of which they
can be proud. They need to tame the
revolutionary impulses of the popu-
list strain of the party for iconoclasm
and constant reinvention. Celebrate
your accomplishments—it’s the stuff
legacy brands are built on. And don’t
be shy about shouting it form the
rooftops, because most Canadians are
unaware of the party’s iconic nation-
building accomplishments.

Lesson Two: Drop the constant ref-
erences to “the base.” For too long,
the Conservative Party’s policy triage
has been dominated by crude toss-
ing of “red meat” to this mythical
demographic. Who is the base, ex-
actly? Depends whom you ask and on
which day. But one thing is certain:
As the Harper government grew long
in the tooth, the definition of “base”
narrowed and narrowed, yielding a
bizarre grab bag of policy offerings:

Policy
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As the Harper government grew long in the tooth,

the definition of “base” narrowed and narrowed,
yielding a bizarre grab bag of policy offerings: mandatory
minimums for offences not committed since the 1870s,
noxious xenophobic snitch lines, and painfully simplistic
anti-establishment parlour tricks. %

mandatory minimums for offences
not committed since the 1870s, nox-
ious xenophobic snitch lines, and
painfully simplistic anti-establish-
ment parlour tricks.

hile the Conservatives
by no means have a mo-
nopoly on eye-rolling cli-

chés, a mature and intellectually self-
respecting party has to forge the
discipline to keep them in check. To
succeed, conservatives need to accept
that policy must be for everyone, be-
cause governance is for everyone.

That means growing beyond the
lower-hanging fruit and articulating
a vision—and offering a home—to
all demographics. Stephen Harper’s
dream of displacing the Liberals as
Canada’s “natural governing party”
will only be achieved when his suc-
cessors feel just as much at home ad-
dressing an urban transit forum at a
downtown Toronto cappuccino bar
as they would at the Calgary Stam-
pede or an Antigonish lobster boil.
Important strides were made at the
convention with LGBT and Muslim
members. But that’s just the start.
Students, downtown urbanites, en-
vironmentalists and other neglected
groups must know that the party also
speaks for them.

Lesson three: end the internal fac-
tionalism. While it’s true that the
old PC/Reform divide is gone, other
self-identified clans do exist: social
conservatives, Red Tories, Blue To-
ries, Green Tories, libertarians....
And each is guilty of accusing other
factions of heresy. If the Liberal co-
alition can coexist without factional
supremacy wars, there is no reason
why Tories must believe that one

faction has to dominate. The next
generation is already cross-pollinat-
ing between old categories. This has
to continue, and the party needs to
think of itself with a single identity
accommodating a spectrum of indi-
viduals—not as a confederal coalition
with a spectrum of groups.

The news media, and

journalists as
individuals, are driven by
their own industry
imperatives. And those
imperatives are not anti-
Toryism. Media are hard-
wired to question authority,
seek truth, unearth the
hidden, and equalize power
dynamics. These traits apply
regardless of which party
holds the reins of power. %

Lesson four: End the war with the
media and other so-called elites. The
media are not out to get the Tories.
While it may be incidentally true that
more centre-leftists go to journalism
school than do centre-rightists (as
the inverse is likely true for business
schools), there is no vast conspiracy.
The news media, and journalists as
individuals, are driven by their own
industry imperatives. And those im-
peratives are not anti-Toryism. Media
are hard-wired to question authority,
seek truth, unearth the hidden, and
equalize power dynamics. These traits
apply regardless of which party holds
the reins of power.



he sooner Conservatives stop
I feeling sorry for themselves,
excise their residual victim
complex and renew a sophisticated
approach to media relations, the
quicker the rewards will start to ac-
crue. This process has already started
under the stewardship of interim
chief Rona Ambrose, and must be al-
lowed to continue when the perma-
nent leader is chosen.

The same is true with the other es-
tates of officialdom: the courts, the
public service, and the business or
stakeholder community. We need
not “nail shut the revolving door”
as we often heard on the 2006 cam-
paign trail. We need to build more
doors, and actively encourage ex-
ecutive exchange between all these
groups. Doing so would suck an enor-
mous amount of distrust and misun-
derstanding out of Ottawa, and both
government and politics would func-
tion much more smoothly.

Lesson five: Don’t think you own it.
You have to work for it. And the oth-
er guy will only get better.

he Liberals made a collective

I error in the early Harper years.
Many arrogantly thought of a
Conservative government as an aber-
ration—an abnormality that would
naturally correct itself. Only after
nearly a decade did many in the pun-
ditocracy start to posit that perhaps
some level of political realignment
was actually occurring. By 2015, the
Liberals knew that to take back the
crown, they would have to roll up
their sleeves and work hard—devise
new campaigning techniques, mod-
ernize their party and processes,
and pound the pavement. Similarly,
we eventually saw a cadre of young
Tories whose first jobs out of school
were as ministerial policy advisers
earning more than their parents.
The Conservatives were in power
since they started to vote, and noth-
ing could seem more normal than a
blue Ottawa. This is the generation
that most needs this message: Just as
Stephen Harper did not do himself
in with outlandish “un-Canadian”

Campaign buttons for Conservative leadership candidates Michael Chong and Maxime Bernier, as
well as an LGBT Tory button supporting same sex marriage. Yaroslav Baran photo

policy in his first two years as many
Liberals had assumed and expected,
Justin Trudeau also should not arro-
gantly be expected to implode.

Canadian

governments tend to
get more than a single term.
In short, odds are on a
Liberal re-election in 2019.
If the Conservatives want a
different outcome, they will
have to work as hard as they
did in 2006, and as hard as
the Liberals did in 2015. 9

People tend to get better with experi-
ence, and his approval ratings are al-
ready sky-high. Moreover, Canadian
governments tend to get more than
a single term. In short, odds are on
a Liberal re-election in 2019. If the
Conservatives want a different out-
come, they will have to work as hard
as they did in 2006, and as hard as
the Liberals did in 2015.

The Conservative Party has under-
gone massive transformation in our
lifetime—with huge upheavals and

rebirth in the last 15 years. It is simul-
taneously an elder and a young child:
It carries the political heritage of the
party that gave birth to this country,
yet is also new in that it was formally
reconstituted in 2003 as a new entity.
Like any elder, it has wisdom and per-
spective. It has proud achievements
behind it, but also mistakes. And like
any child, it has had growing pains,
stumbles, throws the odd tantrum,
but is also prone to being startlingly
insightful.

The party has an opportunity to ful-
ly fuse the energy and freshness of
its youth with the wisdom and per-
spective of its heritage. If it does this
maturely, inclusively and compre-
hensively, it can be unstoppable as a
political force in Canada.

Contributing Writer Yaroslav Baran

is a principal with the Earnscliffe
Strategy Group. He is a long-time senior
political adviser with the Conservative
Party and its leadership, and ran

party communications through three
successive national election campaigns
(and wasn’t anywhere near the last
one!) yaroslav@earnscliffe.ca
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Column / Don Newman

Governments
are Governments

he last weekend in May was
a good reminder of the old
adage that governments be-

have like governments, and opposi-
tions parties behave like oppositions.

The reminder was provided by the
conventions of the two major politi-
cal parties. The governing Liberals in
Winnipeg, and the opposition Con-
servatives in Vancouver.

The fact that the parties had so re-
cently changed places made the ex-
amples even more instructive. Until
last October the Conservatives had
spent the preceding nine and a half
years in government, during the
process becoming an increasingly
closed—even secretive—organization
growing more and more out of touch
with many Canadians.

Meanwhile, the Liberals had lan-
guished in opposition, reaching a na-
dir after the 2011 election when the
party fell to just 32 seats and third
place in the House of Commons. So
open to the public and the media
did the party become that it allowed
declared “supporters” of the party
who were not members to vote in
the 2013 contest that selected Justin
Trudeau as leader.

Yet, at their two conventions in their
new roles, there was a major shift. The
Conservatives, who in office relished
holding convention sessions closed
to the media and once kept report-
ers in a pen so they couldn’t bother
then Prime Minister Stephen Harper,
threw the doors open to every session
and welcomed the attention. Wheth-
er this approach will continue after
the party selects a permanent leader
next year and the next election gets
closer remains to be seen. But for
now, the contrast was striking.

At the Liberal convention in Win-
nipeg, the mood was euphoric. A

Policy

chiropractor could have made a for-
tune treating the Liberals who were
patting themselves on the back. And
who could really blame them, after
last October’s Lazarus-like comeback
from their disastrous finish four years
earlier, to a majority government
with 184 seats.

The Liberals won the last election by
promising, among other things, an
“open and transparent” government.
People who had been around the
block more than once shuddered at
that promise. Opponents use open-
ness as easy pickings to attack those
that are too open.

And already, the Liberals seemed to
be having second thoughts. Of the 40
policy sessions held at the convention,
fifteen of them were closed to the me-
dia. Thirty-seven per cent of the meet-
ings were not “open and transparent.”
H ebrating, they were also set-

ting the stage for what they
hope will be a repeat of their success
at the polls in the fall of 2019. To do
that, they made radical changes to
the party constitution. And they did

that in open sessions, with the full
scrutiny of the media and the public.

owever, while they were cel-

One appears to make it more demo-
cratic by dropping the $10 a year
membership charge so that now any-
one can become a Liberal merely by
clicking online to become one. This
is the same strategy that created the
large base for the party leadership
vote three years ago.

Now, the strategy will be used to trans-
form the Liberals from a traditional
party into a “movement” that many
more Canadians will relate to. Of
course the real benefit is that everyone
who signs up online, surrenders their
email address to party headquarters.
Immediately, that name goes on the

Liberal fundraising list and soon the
new member of the Liberal “move-
ment” is receiving emails repeatedly
asking for small contributions.

It is a fundraising strategy pioneered
by the Democrats in the United States.
It has worked brilliantly for them and
for the Liberals since they tried it in
their leadership race. Now, by expand-
ing the membership even more, the
Liberals will have an even bigger fun-
draising pool in which to fish.

The other major constitutional
change approved at the convention
doesn’t expand democratic participa-
tion. In fact, it restricts it. The newly
amended constitution strips all poli-
cy-making responsibilities from the
party’s provincial and territorial as-
sociations, and places it instead with
the national executive. And the na-
tional executive will be controlled
by the party leader and the people
around him.

Going into the Winnipeg conven-
tion, there appeared to be push- back
from some party members. But after
Justin Trudeau made two important
speeches supporting the “moderniza-
tion” of the party constitution, the
change passed almost unanimously.

Now, the leader of the Liberals and the
people around him have virtually the
same control over their party that Ste-
phen Harper and the people around
him did over the Conservatives.

Clearly, once a party is in govern-
ment, it acts like a government. The
simple fact is that if it didn't, it would
be unlikely to be the government for
very long.

Don Newman is Senior Counsel

at Navigator Limited and Ensight
Canada, Chairman of Canada

2020 and a lifetime member of the
Canadian Parliamentary Press Gallery.
donnewman.dnn@bell.net
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“The saga of parliamentary reform has only just begun,” writes David Mitchell, who adds that despite the pressure the young Democratic
Institutions minister has been under: “It is too early to write off Maryam Monsef.” House of Commons photo

Electoral Reform
Revisited

David Mitchell

The Liberal government’s promise of electoral reform
has been one of its most controversial, pitting political
agendas and suspicion of political agendas against each
other in a heightened version of the traditional Ottawa
power struggle. Then, in early June, the Trudeau gov-
ernment acceded to an NDP request to make the com-
position of the parliamentary committee examining the
project more democratic itself. As David Mitchell writes,
the broken logjam has expanded the possible outcomes.

r I \ he saga of Canadian electoral
reform has only just begun. And
yet, it’s already revealed some

important lessons about this new junc-

ture in Canadian politics and should
therefore prompt us to re-assess some

of our assumptions.

Until recently, most of the partisan-fu-
eled heat over the Liberal government’s
pledge to reform our system of voting
had focused on speculation about pro-
cess. This was largely partisan throat-
clearing aimed at staking out positions
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on imagined scenarios. Much of it
was neither particularly constructive
nor well-informed. But because the
government was slow to initiate the
file, critics predictably filled the vac-
uum with a grab-bag of opinion and
insinuation.

When the plan was announced to set
up a special parliamentary commit-
tee based on the House of Commons’
usual formula for standing commit-
tee membership, the outcry from op-
position parties was immediate. And
it looked like the government was
taken by surprise.

Opposition parties mounted an un-
precedented challenge, arguing that
just because the Liberals hold a ma-
jority of seats in the House, they
shouldn’t automatically seek to con-
trol a majority of seats on the special
committee. The criticism was ground-
ed in the not-outlandish notion that
since the committee would be explor-
ing alternatives to the current elector-
al system, it should be composed of
MPs based upon their party’s share of
the vote in the last election, not their
number of seats.

Apparently, the government hadn’t
considered this as an option. But op-
position parties dug in their heels,
claiming that if the Liberals held a
majority of seats on the committee,
they would use this advantage to ram
through whatever electoral reforms
they desired. And they kept up the
pressure, arguing that the special
committee—and therefore the gov-
ernment’s plan to fulfill its election
promise—were illegitimate as a result.

iven the opposition’s unabat-
Ged fervor, it seemed like the

prospects for credible and
collaborative reform of our elector-
al system were dim, if not dead. It
seemed likely that the Liberal govern-
ment would live to regret that they
hadn’t been more attuned to the
mood of House and the prospects for
the kind of cooperation necessary to
effect meaningful change.

But then, after taking it on the chin
for a few weeks, seemingly deter-
mined to proceed on the basis of

Policy
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When the NDP introduced a motion in the first week

of June that proposed to alter the committee’s
membership to reflect each party’s share of the vote, giving
a majority to the opposition parties, the government
astonished most observers by agreeing. %

the original plan for convening the
special committee, the government
changed its mind. When the NDP in-
troduced a motion in the first week
of June that proposed to alter the
committee’s membership to reflect
each party’s share of the vote, giving
a majority to the opposition parties,
the government astonished most ob-
servers by agreeing.

Not only is the electoral reform train
back on the tracks, but the reaction
to the Liberal government’s changed
position on what may appear to be a
relatively minor procedural issue re-
veals the need to think about both
politics and governance in Canada a
bit differently.

Predictions of

Monsef’s demise may
be very premature. The
onerous responsibility of
delivering on an important
policy commitment of the
government will either make
or break a potentially
promising political career. But
it would be unwise to write
Monsef off, especially now
that electoral reform seems to
be back on track. »

In particular, we need to revisit—
if not discard—a few assumptions.
These include:

There’s no higher intelligence: A
number of conspiracy theories have
been advanced about the Liberals
possibly looking for an opportunity
to back away from their ambitious
campaign promise to reform the elec-

toral system. Others have suggested
that the governing party may have
somehow cleverly choreographed
their willingness to accept the de-
mands of opposition parties in order
to appear conciliatory.

In fact, the NDP motion to change
the special committee membership
was an unexpected political gift the
government simply couldn’t refuse.
Sure, there are some smart minds di-
recting Liberal strategy. But with a
new, hyper-activist government try-
ing to simultaneously advance nu-
merous bold policy initiatives, there’s
also plenty of room for human error.

Conspiracy theorists usually prefer
to ignore the fact that there’s rarely
a higher intelligence operating in the
corridors of power.

It’s too early to write off Maryam
Monsef: The person taking the heat
for the government on this file is a
young, new MP who is also the Min-
ister for Democratic Institutions.
Standing in the House almost on a
daily basis to respond to aggressive
opposition questions hasn’t been easy
for the rookie politician. Supported
by media and communications train-
ing, Monsef’s ability to publicly man-
age this complex file provides a sig-
nificant test for the claim that cabinet
government is back, and that utter-
ances by ministers will no longer be
crafted by Svengalis in the PMO.

Nevertheless, predictions of Monsef’s
demise may be very premature. The
onerous responsibility of delivering
on an important policy commitment
of the government will either make or
break a potentially promising political
career. But it would be unwise to write
Monsef off, especially now that elec-
toral reform seems to be back on track.

A referendum on what? One bizarre
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With the agreement on the makeup of the special committee on June 2, the debate on democratic
reform moves from process to substance. And what a debate it will be. Policy photo

aspect of the early, pre-committee de-
bate on the issue of electoral reform
was the sharp line being drawn on
the issue of whether or not a referen-
dum should be required to validate
any proposed change. How could
anyone take an entrenched position
on a matter that had not yet been dis-
cussed, let alone proposed?

What if the special committee ends
up recommending electronic vot-
ing? Would such a reform require a
referendum? How about mandatory
voting?

Of course, it's the government’s
pledge to replace our first-past-the-
post system with something new that
has generated the most fevered reac-
tion. But surely it’s far too soon to be
focused exclusively on the issue of
a referendum six months before the
special committee concludes its work
and issues its report by the scheduled
deadline of December 1st.

Would a ranked ballot favour the
Liberals? In spite of the fact that
the special committee has now been
structured on the basis of proportion-
al representation, we shouldn’t as-
sume that the committee will there-
fore recommend some kind of PR
system of voting. In fact, it has been
widely assumed, based in part upon
past comments of the prime minister,
that the Liberal government would
prefer a system based upon a ranked
or preferential ballot.

Further, it has also been widely re-

ported, as some kind of conventional
wisdom, that a ranked ballot would
favour the Liberals because they are
a centrist party and quite possibly
a popular second choice for many
voters inclined to support other par-
ties. Indeed, some analysts have even
pored over the results of the last elec-
tion to show that the Liberals may
have won even a larger majority of
seats if a preferential ballot had been
used in 2015.

The past provides no

template for the
future. And the unintended
consequences of
implementing any electoral
reform simply can’t be
anticipated. %

r I \he fallacies associated with
these assumptions are actually
quite staggering. The past pro-

vides no template for the future. And

the unintended consequences of im-

plementing any electoral reform sim-

ply can’t be anticipated. In addition,
in an age when all political parties
seeking to form government are now
angling for the centre ground, where
most voters are located, wouldn’t it
make sense for the Conservatives,
NDP and others to try to position

themselves as popular second choices
for voters supporting other parties?

Taking a second look: For genera-
tions now, a government’s change of
mind has been routinely condemned
as either a sign of weakness or hypoc-
risy. But what if it’s actually a sign of
reflection and flexibility—in other
words, good politics?

The language used to characterize the
Liberal government’s willingness to
accept the NDP motion on member-
ship of the electoral reform commit-
tee was quite revealing. It was said,
for instance, that the Liberals “caved”
and that it was an “embarrassing
climbdown.” Some critics described it
as a “major reversal” from the govern-
ment’s attempt to “rig the system.”
And it was suggested that the Liberals
were humbled by their “walk-back.”

It's also possible that the govern-
ment simply hadn’t thought this
through sufficiently. What if the
Liberals’ willingness to reconsider
actually foreshadows a different ap-
proach to implementing policy in
our country? What if this is actu-
ally a new way of doing business on
the part of a government and prime
minister who are surprisingly com-
fortable with reevaluating their ideas
and methods and quick to apologize
for their inevitable mistakes?

A couple of generations ago in Brit-
ish Columbia, an extraordinarily suc-
cessful Premier, W.A.C. Bennett, was
famous for taking a “second look” at
policies and ideas he had proposed.
“Wacky” Bennett used this to his
government’s great advantage—and
the consternation of his political op-
ponents. He served flamboyantly as
premier of B.C. for 20 years.

Perhaps a variation on this old-fash-
ioned approach to governing is now
being revived in Ottawa? We might
need to get used to it.

Contributing Writer David Mitchell is
a political historian, former B.C. MLA
and currently Chief External Relations
Officer at Bow Valley College in
Calgary. david@davidjmitchell.ca
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The Existential Issue of Assisted
Dying: From Carter to C-14

Carissima Mathen

ban on assisted suicide was not among the first-year siclan-assisted dying is shot

. . through with difficult questions.
policy agenda items chosen by the Trudeau government. ., .cn an irreversible act truly be
It was inherited from the previous government, or, More  safeguarded against hasty or compro-
accurately, from the Supreme Court, acting on evolving mised decision-making? How can our
social norms surrounding what was once called eutha-  society authorize suicide in one con-
nasia. Ottawa University law professor and constitu- ' € Seeiing 10 prevent It In otf
?ional authority Ca(issir'na Mathen argues that redeﬁn- st;nor; cagﬁ);if to‘x?ds tl}iOI:: th:Zr:
ing death as a society is about much more than just profoundly vulnerable? What will be its

pOliﬁCS or medicine. effect on the medical profession?

The debate over a new law to replace Canada’s revoked The debate in Canada over phy-
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If ever a topic warranted the label of
“existential”, it is this one.

At issue are two sections of the fed-
eral Criminal Code: section 241(b)
which makes it an offence to “aid
and abet” a suicide (attempted sui-
cide was decriminalized in 1972);
and section 14, which states that no
one may consent to have death in-
flicted upon him or her. In the 2015
case of Carter, the Supreme Court of
Canada declared that both provisions
infringe the Charter rights of “com-
petent adults” experiencing enduring
and intolerable suffering as a result of
a “grievous and irremediable” medi-
cal condition.

Noting that the issue is complex, and
that Parliament and the provincial
legislatures should have time to re-
spond, the Court suspended its rul-
ing for 12 months. Contrary to some
reports, it did not impose a deadline
for action; it simply delayed the date
on which the ruling would take ef-
fect. The former Conservative gov-
ernment did little, in stark contrast
to 2014 when (in response to the
Court’s ruling in Bedford) it managed
an overhaul of sex work laws in a
mere eleven months. Undoubtedly,
the federal election played a role. But
perhaps the government of the day
also feared being plunged into a po-
litical morass with little upside.

After winning the election, the Liber-
als persuaded the court to extend the
moratorium to June 6, 2016. Parlia-
ment got to work. Following rapid
but intense hearings, a Special Joint
Committee of the House and Sen-
ate released a report recommending
that medical aid in dying (MAID): be
available to those with psychiatric
conditions; accommodate advance
directives (such as for those diag-
nosed with dementia); and eventu-
ally include persons under the age
of 18. Because the recommendations
went significantly beyond Carter,
some criticized the committee for
overreaching. In fact, it was doing its
job. It is always open to Parliament to
go further than the Constitution or
a court requires, perhaps in anticipa-
tion of future challenges or, perhaps,

Bill C-14 also defines “grievous and irremediable”

to require “an advanced state of irreversible
decline” and that death has become “reasonably
foreseeable”. These terms do not appear in the Supreme
Court ruling, and it is debatable whether Kay Carter herself
would have qualified under them. (The government says
she would have, because of her advanced age.) %

because Parliament deems it the right
thing to do.

enturing beyond a Supreme
Court ruling in such a fraught
area does carry risks. Many
legislators, including, it seems, the
Liberal cabinet, took issue with the
breadth of the report. The govern-
ment’s proposed legislation—Bill
C-14—rejects any extension of MAID
to advance directives, youths or those
with primary mental illness (it pro-
poses long-term study instead). Bill
C-14 also defines “grievous and irre-
mediable” to require “an advanced
state of irreversible decline” and that
death has become “reasonably fore-
seeable”. These terms do not appear
in the Supreme Court ruling, and it is
debatable whether Kay Carter herself
would have qualified under them.
(The government says she would
have, because of her advanced age.)

The government has cited three objec-
tives for the law: respecting individual
autonomy, protecting the vulnerable,
and maintaining a uniform message
about suicide prevention. While the
first objective pulls against the other
two, no reasonable person would find
fault with any of them. Nonetheless,
the new law has been attacked from
all sides as constitutionally deficient.
Given that the Charter is perhaps the
Liberal party’s signal political achieve-
ment, it is remarkable that there are so
many concerns about the bill’s consti-
tutional validity.

Restrictions on MAID are based large-
ly on the need to protect those who
may acquiesce to life-ending mea-
sures as a result of manipulation or
a misplaced sense of obligation. This
sort of argument is bound to be con-

troversial. No one makes decisions
free of the influence of social, fa-
milial, and economic pressures, and
it seems wrong to dismiss a choice
merely because it is made under im-
perfect conditions. At the same time,
this is not just any choice. The ir-
reversibility of assisted dying would
seem to justify some greater scrutiny
of the conditions under which such
decisions are made.

Justice Minister Jody Wilson-Ray-
bould has said that, because it func-
tioned as an “absolute prohibition”,
the former law was inherently diffi-
cult to defend. By contrast, Bill C-14
explicitly balances various interests
and creates space for the exercise of
individual autonomy. The minister
cites a theory known as “constitu-
tional dialogue” to suggest that, in
consequence, the new law will re-
ceive significant judicial deference.

A court could well

find, for example,
that the proposed law exacts
too high a cost in human
suffering, is grossly
disproportionate to the
asserted benefit, or is
arbitrary. %

( : ertainly, in a future case a
court will consider the im-
pugned law’s objectives. But

it is far from clear that the proposed

amendment would be upheld on that
basis. Bill C-14 allows some people to
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The Red Chamber of the Senate, where the debate on Bill C-14 on medically assisted dying
has been, as Carissima Mathen writes, “thoughtful, well-reasoned and largely non-partisan.”

Senate of Canada photo

access MAID, but others—those who
are not in a state of terminal decline,
for whom death is not reasonably
foreseeable—remain subject to what
amounts to an absolute prohibi-
tion. It is true that the court found
the former law to be overbroad and
elected to not consider other consti-
tutional arguments. Those arguments
do, however, exist. A court could
well find, for example, that the pro-
posed law exacts too high a cost in
human suffering, is grossly dispro-
portionate to the asserted benefit, or
is arbitrary. It is not obvious that the
government’s reasons for restricting
MAID are weighty enough to justify
forcing some individuals to live with
profound suffering, to kill themselves
prematurely, or to self-harm (such as
by refusing to eat) until they are suf-
ficiently close to death to qualify.

The government has decided that

Policy

requiring death to be reasonably
foreseeable respects an individual’s
right to choose while refraining
from condoning suicide tout court.
It has accepted arguments from
some disability rights advocates
that MAID risks catching persons at
heightened moments of vulnerabil-
ity who might learn to live with, or
even embrace, their condition. (A
related argument has been made for
those with mental illness). Others,
including the lawyer for the Carter
plaintiffs, argued that the govern-
ment has ignored the equal agency
of persons with disabilities, and is
trying to re-litigate the Carter case
in the court of public opinion.

June 6 has now come and gone. At
the time of writing, Bill C-14, largely
unchanged after House debate, was
before the Senate, which appears like-
ly to send it back with amendments.

48 I

The thoughtful, well-reasoned and
largely non-partisan debate in the
Upper House is one of the bright
lights in the entire affair.

Some argue that no

new law is required.
That the matter, like
abortion, can be governed
by provincial regulation.
Such a route is complicated
by the confusion over
whether the Supreme Court
meant to strike down the
criminal provisions
altogether, or simply to
narrow them. %

Some argue that no new law is re-
quired. That the matter, like abor-
tion, can be governed by provincial
regulation. Such a route is complicat-
ed by the confusion over whether the
Supreme Court meant to strike down
the criminal provisions altogether,
or simply to narrow them. Without
the clarity provided by federal legisla-
tion, some physicians otherwise pre-
pared to assist patients might refuse
to do so. More importantly, many
Canadians reasonably believe that
the criminal law must govern all in-
tentional taking of human life, even
when done at the direction of the vic-
tim. It is therefore unlikely that the
federal government will vacate the
field. But it may discover that its care-
ful tending of the middle ground is
ill-suited to an issue on which people
hold such conflicted and, indeed, in-
commensurate views.

Carissima Mathen is an Associate
Professor of Law at the University of
Ottawa. Specializing in constitutional
law, she is a close observer of the
Supreme Court, and a frequent
commentator on the legal and political
ramifications of its decisions.
carissima.mathen@uottawa.ca
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Former Prime Minister Brian Mulroney warns of a rising tide of protectionism in the US and emphasizes the need for Canada to build pipelines to
tide water to diversify Canada’s energy markets and break the American discount as our only customer for Canadian oil and gas. Photo courtesy the

Business Council of Canada

Verbatim / “Leadership for a

Changing World”

Brian Mulroney

With the US election campaign bogged down in pro-
tectionism, the former Prime Minister makes a case for
ratifying CETA, engaging bilaterally with TPP part-
ners rather than relying on a trade deal opposed by US
presidential candidates, and diversifying Canadian oil
and gas markets beyond the US by building pipelines
to tidewater. He thinks Justin Trudeau has the skill set
for this nation building role. “He strikes me as hav-
ing the style, the interest and the instinct necessary
to bring the premiers and the aboriginal leaders and
environmentalists together,” the former PM told the
Business Council of Canada.

r I \ oday, I want to share with you
some thoughts on how I think
Canada hould meet the chal-

lenges ahead in what promises to be an

increasingly complex, uncertain and
volatile world.

My premise is that whoever wins the
US election in November is likely to
be more inward than outward-focused,
coping primarily with immediate prob-
lems on the home-front—serious in-
come inequality that has shattered the
American dream for many in the mid-
dle class, a decaying infrastructure in
major cities, a highly polarized political
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mood that stymies major initiatives
and a pervasive fear about the threat
to the US from terrorism.

It is not a pretty picture. It is also
increasingly evident that America is
becoming weary and wary of incon-
clusive global entanglements and less
enamoured with its role as leader of
the western alliance. None of this is
good news for Canada or frankly for
any US ally but the most worrying as-
pect of the presidential campaign has
been the fervent, anti-free trade rhet-
oric that has monopolized the debate
in both parties thus far.

None left in the running is openly
supportive of free trade principles
or initiatives. Though normally sup-
portive of free trade, the Republican
candidates are pitching populist, al-
most nativist positions that are sim-
ply protectionism wrapped in a pret-
ty ribbon.

The leading Democratic candidate
has been pulled leftward by her sur-
prisingly strong competitor and not
just on trade. Prominent members of
the private sector have been remark-
ably silent.

The mood of America seems to have
moved a long way from the wisdom
of past presidents like John F. Kenne-
dy, who said “Economic isolation and
political leadership are incompatible.
A creative, competitive America is
the answer to a changing world.” Or
Ronald Reagan, who warned bluntly:
“We should always remember, pro-
tectionism is destructionism”.

We could certainly use more leader-
ship embodying those sentiments
these days in Washington. If there
is a saving grace it is that, despite all
the campaign rancor, the US econo-
my continues to grow. Employment
numbers are increasingly proving that
the resilience of the economy contin-
ues to be an underlying strength for
America.

egardless of the election out-
come, Canada will definitely
need to be “on guard” as never

before to defend what is still our most
vital market access, emphasizing to
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The mood of America seems to have moved a long
way from the wisdom of past presidents like
John F. Kennedy, who said “Economic isolation and
political leadership are incompatible. A creative,
competitive America is the answer to a changing world.”
Or Ronald Reagan, who warned bluntly: "We should
always remember, protectionism is destructionism”. 9

the new administration and Congress
the mutual benefit and advantage of
our bilateral trade and investments.

We should take nothing for granted.

The role of our respective private sec-
tors will be pivotal in maintaining a
sense of balance and a better appre-
ciation of mutual self-interest. The
network of personal and private sec-
tor ties between us is the strongest
bulwark against punitive lunges by
Washington.

One lesson we should have learned
from the unfortunate veto of the Key-
stone pipeline is that we must not rely
exclusively on the US market for any
single export—energy or otherwise.
I believe that we need as a matter of
priority to broaden our global foot-
print on trade while simultaneously
building the necessary infrastructure
in Canada to support an expanded
trade horizon.

First of all, we need to conclude and
implement the Comprehensive Eco-
nomic and Trade Agreement (CETA)
with the EU swiftly. By implement-
ing what has already been negoti-
ated with the EU, we would inject a
counter-balancing note of confidence
into the trade debate, one that may
encourage like-minded Americans to
speak out as well.

Secondly, since the prospects for
early ratification of the Trans-Pacific
Partnership (TPP) are dim at best, we
should quickly implement what has
already been agreed bilaterally with
TPP partners like Japan, Malaysia and
Vietnam; agreements that are estimat-
ed to generate more than $10 billion
in benefits for our economy. After all,
TPP is the umbrella of basic principles

under which a cluster of bilateral ne-
gotiations were concluded. By moving
bilaterally and expeditiously, I believe
we would reinforce the prospects for
eventual ratification.

Since the prospects

for early ratification
of the Trans-Pacific
Partnership (TPP) are dim at
best, we should quickly
implement what has already
been agreed bilaterally with
TPP partners like Japan,
Malaysia and Vietnam;
agreements that are
estimated to generate more
than $10 billion in benefits
for our economy. %

Thirdly, we should initiate systemati-
cally the negotiation of an FTA with
China, now the world’s second largest
economy. If it made sense for Austra-
lia and New Zealand, we should not
hesitate any longer. We do have dif-
ferent political systems and different
geopolitical concerns but closer eco-
nomic ties, anchored by a broad agree-
ment, can be conducive both to more
candid dialogue and greater stability.

Each of these initiatives has significant
merit of its own but I would add that
each would also enhance our leverage
on trade in Washington. After all, that
is the essence of healthy competition.

or these trade initiatives to bear
fruit, we do need to adopt a more

concerted and more coherent
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strategy to approve and build in-
frastructure—LNG plants and pipe-
lines—that will enable us to ship ener-
gy products, in particular, to markets
beyond North America.

We have enormous potential—the
third largest supply of crude oil in the
world—174 billion barrels, much of
which lie in the oil sands. More impor-
tantly, what we have in Canada repre-
sents more than half of the global oil
reserves that are open to the private
sector for development. Can there be
any better magnet for investors?

Canada ranks first in

the world in potash
and titanium, second in
uranium, third in natural
gas and aluminum, fourth in
diamonds and fifth in nickel.
We are also a significant
source for iron ore. We are
the world’s third largest
producer of hydroelectricity
and have the potential to
more than double our
current capacity.

Just think of this as well:

Canada ranks first in the world in
potash and titanium, second in ura-
nium, third in natural gas and alumi-
num, fourth in diamonds and fifth in
nickel. We are also a significant source
for iron ore. We are the world’s third
largest producer of hydroelectricity
and have the potential to more than
double our current capacity.

And it is important to recognize that
the natural resource sector generates
a disproportionate share of Canada’s
wealth, accounting for roughly 15 per
cent of nominal gross domestic prod-
uct (GDP) and nearly 800,000 jobs.

An additional 800,000 jobs in other
sectors are supported by the purchase
of goods and services by the resource
sector. Bear in mind, too, that ex-
tractive industries are also some of
the most innovative and productive

sectors of the economy, now being
driven by space-age technology and
computers.

Yet, while Canada does have abun-
dant supplies of oil and gas, we do
not have the capacity to export either
to more than one market. That is pre-
cisely why we are obliged to sell at a
discount to the world price.

A senior Chinese official has already
expressed concern publicly about our
ability to move forward on essential
infrastructure projects that would
enable exports. Other potential in-
vestors like Petronas of Malaysia are
expressing frustration about the cum-
bersome and uncertain regulatory re-
view procedures in Canada.

e need to correct those
concerns before it is too
late. It will not happen by

osmosis, nor will more consultations
and lengthier reviews magically pro-
duce a national consensus.

Despite all that you may have heard
or read, the age of fossil fuels is not
about to end any time soon. In fact,
the International Energy Agency esti-
mates that demand for oil, coal and
gas will increase steadily into 2040.
Heavily subsidized “renewables” will
also increase but will still be a small
part of the total. That is the reality of
the world we are in.

The debate has become highly polar-
ized, with more emotion than analy-
sis at centre stage.

The biggest challenge in Canada
today is uncertainty. The resource
sector has hugely capital intensive
projects with a long life. But these
projects cannot go forward if they be-
come captives of seemingly endless
processes and reviews. Public policy
has a critical role to play in reducing
some of that uncertainty and pro-
moting the Canadian resource sector
in emerging markets.

We cannot allow our regulatory re-
gime to be gamed by those who
simply want to disrupt any form of
development. There are clear lessons
from history on this tendency.

Thirty-five years ago, Ottawa intro-
duced the National Energy Program.
This crippled the energy industry in
Western Canada, drained the trea-
sury of Alberta in particular of bil-
lions of dollars, significantly dam-
aged our international reputation for
reliability and trustworthiness and
established a new low in federal-pro-
vincial relations in the modern his-
tory of Canada.

Thirty-five years

ago, Ottawa
introduced the National
Energy Program. This
crippled the energy industry
in Western Canada, drained
the treasury of Alberta in
particular of billions of
dollars, significantly
damaged our international
reputation for reliability
and trustworthiness and
established a new low in
federal-provincial relations
in the modern history of
Canada.

Four years later, my new government
abolished the NEP and consigned it
permanently to the dustbin of his-
tory. I thought we would never again
see political attitudes in Canada that
would give rise to such egregious and
nation-wounding policies.

But I was wrong.

Recently a group of Luddites attempt-
ed to seize control of a major political
party in Canada by articulating a new
philosophy of economic nihilism
that would devastate the economy of
Western Canada and seriously dam-
age the long term economic pros-
pects of our country as a whole. This
must be resisted and defeated.

s it is, by arbitrarily extending
Athe scope, the time and the
expense of the regulatory re-
views the government is actually
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injecting more uncertainty into the
process and undermining the cred-
ibility of the regulatory institutions
charged with that responsibility.
There is a growing risk that, due to
protracted delays, mounting opposi-
tion, escalating costs and the lack of
distinct political support, essential
pipeline projects may die stillborn,
just like the ill-fated MacKenzie Val-
ley pipeline—with severe damage to
a vital sector of our economy that is
already reeling from depressed prices.

We need sensible environmental poli-
cies, of course, because Canadians are
justifiably proud of our pristine en-
vironment. My government earned
plaudits for our action on the environ-
ment, which was an important prior-
ity for us in all of our initiatives. I was
greatly honoured to have been voted
Canada’s Greenest Prime Minister
in history by leading environmental
groups. But we were always conscious
of the need for balance between sus-
tainability and growth.

There will be no powerful explo-
sion of development in our entire
energy sector unless there is agree-
ment among the major players and
interests.

And who are they?

¢ The affected provinces that control
the resources

e The First Nations

e The stewards of our environment

Without their active involvement and
enthusiastic cooperation, our natural
resources will remain in the ground.

Dead as a doornail.

Canada is a vibrant federation. We
are not a unitary state. The govern-
ment of Canada cannot act unilater-
ally to resolve this matter. The federal
government must urgently initiate
avenues of cooperation with all stake-
holders to ensure that we move for-
ward in the national interest.

This vital initiative must be led by the
Prime Minister himself. In this area,
there are no substitutes for him. He
strikes me as having the style, the in-
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This vital initiative must be led by the Prime

Minister himself. In this area, there are no
substitutes for him. He strikes me as having the style, the
interest and the instinct necessary to bring the premiers and
the aboriginal leaders and environmentalists together.

terest and the instinct necessary to
bring the premiers and the aborigi-
nal leaders and environmentalists
together and emerge with a common
position that speaks to Canada’s fu-
ture with optimism and hope.

vigorous national commit-
ment to develop the resources
and build the necessary infra-

structure must be complemented by
three essential undertakings:

1) a principled partnership with the
provinces through meetings with
the premiers—as our Progressive
Conservative government did suc-
cessfully on free trade;

2) honourable agreements with First
Nations that move beyond debates
about past grievances and focus on
opportunities for employment and
economic growth in the future, as
we did in creating the vast new In-
uit aboriginal territory of Nunavut;

3) a realistic plan harnessing new
technologies to reduce greenhouse
gas emissions, as we did with acid
rain. I say “realistic” deliberately
because, while Canada should do
more, we are a very small part of
the global problem.

The most essential ingredient, howev-
er, is political leadership. Leadership
that anticipates the need for change
and is determined to implement
change. Not in pursuit of popularity
but to serve the national interest.

Change of any kind requires risk—
political risk. The perfect should not
become the enemy of the good.

It is time for Canada to move to cre-
ate our future by serving notice to
the world that we intend to turn
our competitive advantage—our im-
mense resource base—to our national

advantage in a respectful, responsible
manner, before it is too late.

Like other privileged nations, Can-
ada is often extremely resistant to
change. Deep and important struc-
tural changes are indispensable how-
ever to maintain a growing economy
and ensure the flourishing of peace
and liberty and they can only be
brought about by a firm expression of
political will.

It is time for

Canada to move to
create our future by serving
notice to the world that we
intend to turn our
competitive advantage—
our immense resource
base—to our national
advantage in a respectful,
responsible manner, before
it is too late. %

In fact, “transforming leadership”—
leadership that makes a significant
difference in the life of a nation—
recognizes that political capital is ac-
quired to be spent in great causes for
one’s country. This is precisely such

a time.

Brian Mulroney was Canada’s 18th
Prime Minister, serving from 1984-
1993. Excerpted from a keynote address
to the Business Council of Canada’s
40th anniversary annual meeting in
Toronto on April 19, 2016.
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FAITES UN CHOIX SENSE PC

c’est étre partant pour:

permettre aux rester branché
ologique contribuables d’économiser et productif
en réduisant les dépenses pendant le trajet
du gouvernement

Temps Colt du voyage

productif en train
en train (a partir
de seulement)

Ottawa « Toronto Jusqu’a 16 4h34 min

Ottawa «— Nontréal Jusqu’a 12 198 km 2h27 min 194 %
Ottawa «— Québec 2 482 km 4h39 min 444%
Toronto « Montréal Jusqu’a 17 541 km 5h30 min 518%

1 Les employés du gouvernement du Canada peuvent profiter de tarifs spéciaux pour leurs voyages d’affaires réservés par I'entremise des Services de voyage partagés. Les employés du gouvernement du Canada sont
aussi admissibles a un rabais de 10% sur leurs voyages personnels réservés aupres de VIA Rail.

* 30 minutes ont été ajoutées a la durée totale du voyage en voiture afin d’inclure les retards dus au trafic et au mauvais temps.
** Le colit du voyage en voiture est calculé selon la formule suivante: colt en $ du voyage en voiture (taux de 0,55 $/km établi par le Conseil du trésor pour I'Ontario pour une voiture conduite par un employé du gouvernement X distance parcourue)
+ frais en $ d’employé gouvernemental (taux horaire moyen d’un employé gouvernemental de 48 $/h selon un salaire de 100 000 $ par année, y compris les avantages sociaux X durée du voyage) = colt total en $ pour le contribuable.

***|’économie pour le contribuable associée aux voyages en train est calculée selon la formule suivante : codit en $ du voyage en voiture — codt en $ du voyage en train = économies en $ pour le contribuable.
Les tarifs peuvent changer sans préavis.
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VERT 2 ¢ Marque de commerce propriété de VIA Rail Canada inc.
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Look Who's Watching

Surveillance, Treachery and Trust Online

Fen Osler Hampson and Eric Jardine

Edward Snowden’s revelations that the US National Security Agency

and other government agencies are spying on Internet users and on
other governments, confirmed that the Internet is increasingly being
used to gather intelligence and personal information. The proliferation

of cybercrime, the sale of users’ data without their knowledge and the
surveillance of citizens through connected devices, are all rapidly eroding
the confidence users have in the Internet.

To meet its full potential, Internet users need to trust that the Internet
works reliably while also being secure, private and safe. When trust

in the Internet wanes, users begin to alter their online behaviour. A
combination of illustrative anecdotal evidence and analysis of new data,
Look Who's Watching clearly demonstrates why trust matters, how it

is being eroded and how, with care and deliberate policy action, the
essential glue of the Internet — trust — can be restored.

September 2016
978-1-928096-19-1 | hardcover ~ 978-1-928096-20-7 | ebook

about the importance of trust as an engine for the Internet.
We must foster that trust if the global Internet is to continue
to flourish.

— Michael Chertoff, Executive Chairman and Co-Founder, Chertoff
Group, and former secretary of the US Department of Homeland

‘ ‘ The authors have produced a clear, timely and essential book

Security
Enter the Dragon Elusive Pursuits Crisis and Reform
China in the International Financial System Lessons from Canada’s Interventions Abroad | Canada and the International Financial
System
Edited by Domenico Lombardi and Edited by Fen Osler Hampson and
Hongying Wang Stephen M. Saideman Edited by Rohinton Medhora and
Enter the Dragon contributes to the ongoing A timely compendium of expert opinion on Dane Rowland
debate over China'’s political interests, its agenda how Canada'’s past and present military and Examining Canada and its role before, during
for economic and financial cooperation, and the peacekeeping missions can provide guidance and after the global financial crisis.
domestic and international implications of its for engagement in the future.
economic rise May 2014 | 978-1-928096-01-6 | paperback
' October 2015 | 978-1-928096-11-5 | paperback
October 2013 | 978-1-928096-15-3 | paperback






