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INTRODUCTION 

Despite their apparent geographical proxllni. ty, Mexico and 
Canada have renained peculiarly ignorant of one another. sep
arated by the continental United States -their carm:m neigh
bour, a superpower, and the country that is the single m::>st 
~t econanic factor far both, as "Well as the main con
cem of their fareign policies-, Mexico and Canada \\lOUld sean 
to have chosen, by mutual consent, to search far equilibrium 
in their relationships with Europe and other areas rather 
than exploring the possibilities of working together m::>re 
closely. 

Until the sixties, it appeared that Mexico -and, in fact, 
the rest of Iatin America and the Caribbean- "Were not very 
important far Canada. S:ilnilarly, the relationship with Canada 
did not sean to be high on the list of priorities in Mexico's 
fareign policy. However, towards the end of the sixties, a 
oanbination of severa! different interna! and externa! fac
tors in both oountries led to a recognition of the need to 
create avenues far expression and understanding whereby the 
bio oountries. could jointiy explore means far ensuring clos
er and m::>re effective cooperation. 

The Mexican and Canadian Foreign Ministries, through the 
farum of the United Nations, initiated a process of cooper
ation that, fartunately, is still in effect. Shortly after
wards, the bio goverrments agreed to set up Ministerial Meet
ings, the first of which was held in 1968. 

Acadenic institutions in the bio oountries were also 
anxious to find ways of praroting closer cooperation. Thus, 
El Colegio de México, in collaboration with the Canadian 
Institute of International Relations, undertook the organi
zation of a farum to bring together specialists in interna
tional relations, econanics, political science, history, so
ciology, and other disciplines, far the purpose of consider
ing the current state of developnent of each of the bio ooun
tries, and the circumstances under which relations between 
Mexico and Canada mi.ght evolve in the foreseeable future. 

The first of these meetings, which have been called 
Mexico-Canada Colloquia, was held in Oaxtepec, Mexico in 
1967. '!\.Jo years later, after that interesting experience, 
the second Colloquium was held in Toronto, Canada in 1969. 
After a long hiatus, which in itself is proof of the practi
ca! difficulties involved in putting into effect these objec
tives of greater coope:i:'ation, interest in continuing such 
effarts was once again expressed. In 1980, the University 
of York in Toronto, through the Centre for Research on Iatin 

9 



10 RELATIONS BETWEEN MEXICO AND CANADA 

America and the Caribbean (CERLAC) and El Colegio de Méxioo, 
began preparations for the ThiJ:d Colloquiun. It took alnost 
two years to organize1 finally, in Septanber of 1983 it met 
in Mexioo, at El Colegio de Méxioo, with the participation 
of members of acadanic institutions, government officials, 
and i.rñividuals fran the private sectors of both oountries. 

It was decided that the participants in the ThiJ:d Collo
quiun would analyze four broad areas, which would enable than 
to ac:mpare their views on the international clima.te -in both 
the short and mediun tenn- in which relations between the two 
oountries would evol ve. '!he areas chosen were: 1) Changes in 
International Relations in the Eighties¡ 2) Changes in Inter
national Eoonanic Relations in the Eighties¡ 3) Policies Re
garding Basic Resources: Energy and Food. Technological Co
operation1 4) '!he North-SOUth Dialogue¡ and the Situation in 
Central America, as a there of special interest. 

'!he seventies were decisive in producing in cana.da and 
Mexioo the oonviction that the two oountries, oonsidered 
"middle powers" by many, had cc:mron interests in severa! 
areas, above and beyond purely financia! and trade rela
tions. It is on the basis of this oonviction that the desire 
has arisen to strengthen bilateral relations in econanic, 
political, diplanatic and cultural spheres, as well as mul
tilateral relations where there are also many ccmron oon
cerns. At the end of that decade, Mexioo and canada selected 
each other as oountries of special interest in the future, 
and the usefulness of oontinuing to hold meetings of the 
binational oc:mnissions in the above-mentioned spheres was 
once again pointed out. 

'!he participants in the Colloquiun analyzed severa! in
terna.tional problems on which there was oonsiderable agree
ment between Mexioo and canada, and discussed possible joint 
actions and agreements for strengthening the still rather 
limited rapprochenent between the two oountries. 

For exarrple, as "middle powers" -canada in North America 
and Mexioo with regard to Latin Airerica-, both countries are 
of the opinion that the problems in Latin America are due 
nore to poverty, eoonanic inequality, and social injustice 
than to subversion and security risks1 that is to say, that 
the issues entailed in the North-SOUth relationship are nore 
significant than those of the East-West relationship. 'lhis 
view led Mexioo, Venezuela, Colanbia, and Panarna to estab
lish the Contadora group and its policies to attempt to solve 
the Central American oonflict, while canaaa, for ~ts part, 
expressed its disagreement with the way the United States has 
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handled the situation. In the Colloquium, it was suggested 
that ''middle powers" like Ca.nada oould have a new role to 
play, acting as friendly restraints on the superpowers so 
as to stop them f ran rushing into irrational undertakings 
with unforeseeable oonsequences. 

The papers presented at the Third Mexico-Canada Collo
quium, published in this volume, encanpass many other areas 
in which greater oollaboration \VO\lld be desirable. Aside 
fran oonsidering the world panorama in general, and the di
rection international relations sean to be taking in the f i
nal years of this decade, they also examine eooncmic currents 
that influence those relations. With regard to energy, food 
and teclmology transfer, very sensitive points in binational 
and international relations are touched upon, and mention is 
also roa.de of sare of the oontentious situations that might 
arise in the short tenn during the present decade. 

The current state of the North-South dialogue is reviewed, 
and the great similarity in the positions of both oountries 
is underlined. The prospects for bringing about a nE!l.Y inter
national eoonanic order are also considered. 

The discussions at the Third Colloquium concluded with a 
special session on Central ~ica. There, the possibility 
of Canada's playing a n'Ore .i.rrportant role in that area and 
in the caribbean was brought up, in acoordance with the 
conviction that Ca.nada needs to make i ts presence fel t rruch 
IIDre directly in the affairs of this hemisphere. 

In addition to the papers presented, the discussion fol
lowing each has also been included. It was felt that this 
volume \VO\lld be useful in view of the current .i.rrportance of 
the topics discussed and because it \VO\lld help further the 
airo of oontinuing to hold meetings of this type. 

Finally, it is worth noting that in the dialogue between 
Mexioo and Canada, both in this academic forum and in other 
binational forums, our proximity to the United States is 
duly taken into acoount. For that reason, ways of reaching 
a rrutual understanding With that oountry are examined. In 
the case of all of the reflections oontained in the papers 
included here, the relations with the United States serve as 
an .i.rrportant point of reference. Greater rapprocharent be
tween Mexioo and Canada can only result, ultimately, in deep
er understanding and in an enhancarent of the relations arrong 
these three countries. 

Qnar Martínez Legorreta 





OPENING SESSION 9/26/83 

Prof Víctor L. Urquidi 
El Colegio de México 

I woul,d like to make a few remarks en the significance of 
this Colloquium: we have had two meetings before, unfor
tunately a little distant in tirce: in 1967 in oaxtepec and 
in 1969 in Torc:nto. In spite of this, which perhaps, in a 
way, reflects the physical distanae bebam our col.llltries, 
there has been an increasing interactic:n be'bveen our aca
demi.c institutic:ns and in the relations of both our col.lll
tries. Ho,.iever, we have not forgotten how instructi ve our 
previous neetings were and how pleasant it was to join our 
canadian friends in the vei:y inportant dialogues which 
took place both foi:mally at the conferenae table and infor
mally outside the neetings at Oaxtepec and Toronto. 

Many of us have participated throughout these years in 
a host of meetings in Canada and in other parts of the wor ld 
where .we have net Canadians. '!'he neetings in Canada have 
been in a broader frarcework of canadian-Latin Arcerican re
latic:ns in places as far apart as Vancouver, Banff, CUchi
chin (where I had my first contact with Canadians over Lat
in America) , Montreal and Quebec. I arn sure that rnany of 
my :tvExican colleagoos have attended neetings in other cana
dian cities. 

Sinae the 60s, since those fateful years, there have 
naturally been great transforrnations in the world econany, 
in intemational relations and in many factors which shape 
econcmic, social and poli tical develcprent. In that pe-
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14 RELATIONS BETWEEN MEXJCO AND CANADA 

riod of saie 20 years, decolcnization has ccma to an end 
and there are now, at the latest count, 158 rcember states 
in the UN and quite a nunber of others outside the UN. 
At the sane t.ine, the rivalry between the two supe~rs 
has becare much greater, much deeper - acccnpanied by a 
leve! of arm.s expenditure and military preparation which 
brings humanity to the brink of danger of extinction. 
There are many blocs of countries, especially nearby, ccn
nected or related to the two supe~rs. That is rather 
nore significant than it was 20 years ago. Security prob
lems have becare extremaly carplex as recent events have 
just shCMn us. We have lived and ccntinued to live in the 
midst of regiooal ccnflicts which, to say the least, are 
highly destroctive to those affected by them. 

There are serious maladjustnents in the "WOrld ecanamic 
situation, sane generated by alm::>st unforeseen factors 
like the so-called energy crisis in the 1970s and food 
supply prablems, which have becare nore acute in the last 
10 years; and \ve are close to experiencing very signifi
cant changes in the technological capability of saie na
tions, whose ccr..sequenoes \ve are not yet ready to envisage 
properly. 

At the sane t.ine, the Third World has been united nore 
at the rhetorical level, with very v.onderful declarations 
and resolutions, than in reality, and is becani.ng increas
ingly diffe:rentiated arcong regions: Africa, Asia, Latin 
Anerica. Within each of these regions, the deg:ree of m::>d
ernization and industrialization has been leading saie 
countries into a grey region falling bet\veen Third and 
First World countries, and not remaining as Third WOrld 
countries - the so-called newly industrialized countries. 

North-South relations are not merely relations be
tween a sillple harogeneous North and harogeneous South. It 
is a much nore conplex North with diverging interests and 
maladjustnents and also a nore heterogeneous and less unit
ed South, with less solidarity arrongst the Southern coun
tries. 

In this general context, .Maxi.can-canadian relations 
have becare nore intense over this period. In the a:rea of 
politics, there has been a nor.mal developrent beh-.ieen 
friendly nations which are alm::>st neighbours; nations that 
have learnt to knCM each other better in a frarrework of 
nore intense changes in both countries, becaning nore di
verse and crnplex. 

In the field of econamic cooperaticn, there has been a 
rising volune of trade between Canada and M:?xico; illportant 
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new elenents have ccoe into that trade, suc:h as energy and 
technology. In what I 'WOUld broadly call the social area, 
including tourism which has developed extraordinarily be
tween canada and Mexico, and which has very valuable "spin
offs" in trade and friendly relaticns, I 'WOUld also incl'OOe 
the whole field of educatien, which cxncems us m::>re he:re 
in this academic exchange. The:re is mooh m::>:re contact be
tween universities and institutes doing :research in our 
countries. we have had support fran canadian organizaticns 
for :research programes and projects in Mexico. z.t:>:re schol
arships are available, m::>:re seminars, m::>:re vi.si ts to Mexico 
by canadian professors and to canada by M:!Xican professors. 
This should be an q:portunity to assess what we have de.ne 
in this period and to point to a:reas f or future cx:q>eratien 
between govemments, beb.een the private sectors, between 
sets of academic instituticns and in the academic world in 
general of both countries. 

I do feel that in spite of iey positive view of what has 
occurred during this ti.ne there is still much to be de.ne in 
the future. We need clearly defined objectives and we should 
have a nedium and leng tenn plan or sooe sort of projection 
of what we 'WOUld like to achieve. 

At least en the Mexican side I can certainly underline 
the fact that, at the nment, we are lacking a g:reat nunber 
of resouroes to inplerrent programes and projects. I hope 
that you Canadians are a little richer in that kind of ac
tivity than we are. In order for all these purposes to 
cace to fruitien it is extrenely inportant that the cana
dians and Mexicans get to know each other better at all the 
various levels at which we think this is necessary. It is 
not enough to knc:M our past, our histoi:y, as we have leamt 
in many instanoes; we have to inprove our understanding of 
what is going en today, of what :reoent transfo:rmatiens are 
occurring in both our natiens. we must also look into the 
future: How do we :regard our future? How do we view the rela
ticns between our two naticns? HCM do we :regard those :rela
ticns in the ccntext of the oonflict-ridden '1.«>rld in which 
we are living? 
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Dr. Ian MacDonald 
(President, York University) : 

My own ~intanoe wi th manbers of El Colegio goes ba.ck 
to the late 1950s when I was involved with the Canadian 
Institute of International Affairs in arranging meetings 
here. If I nay add a personal note: subsequentl y I was in
vited to teach for six weeks in the surrmer of 1965 in your 
institutíon. Unfortunately, my appointment at that ti.ne as 
Olief F.conanist of Ontario prevented me fran taking that 
CWortunity. Since that ti.ne I ha.ve followed the activi
ties here with great interest and I was delighted there
fore to be able to visit El Colegio once nore in 1980 and 
ha.ve the opportunity to meet V!ctor Urquidi, Mario Ojerla 
and others again. It was during discussions at the ti.ne 
of that visit that it was revealed that El Colegio was 
about to celebrate its 40th anniversary - just as York Uni
versity was preparing to cameuorate its 20th anniversary. 
Together \\le th:>l:ight that this l-.Ould be an interesting op
portuni ty to bring York and El Colegio once again into 
closer association by organizing two reciprocal oolloquia. 
Upon returning to York there followed sane developnents 
of a oolloquium proposal which was then sent to various 
Canadians interested in Canada-Mexioo relations (sane of 
whan are here today) and that resulted in lette:r:s of en
oouragenent fran the Canadian Ambassador to Mexioo and 
fran the Departlrent of External Affairs, particularly in 
view of the inportance of the evolving relationship be
breen Canada and Mexioo that Dr. Urquidi described. 

The Annive:r:sary oelebration timing in 1980 was rot 
possible but \\le oontinued to develop our plans together 
culroinating in a visit to Mexioo by two representatives 
of York University to finalize the oolloquium progranma 
in which we ha.ve benefited greatly fran the persistenoe 
and hard l-.Ork of my colleague, Prof. Dossman, in bringing 
about these arrangernents at our end. 

The Canadian contingent present tod.ay, in addition to 
M. Maurioe Dupras, Member of Parliarrent, includes repre
sentatives of York University Centre for Research on lat-
ín Arrerica and the Caribbean (CERLAC), of the University of 
Toronto, of Carleton University in Ottawa, of the University 
of Gwelfth in Ontario, of Laval University in Quebec, of 
Sirron Fraser University in British Colanbia, and of the ca
nadian banking and consulting ccmnunity. In addi tion, we 
have cane to Mexioo with the solid support and enthusiastic 
assistanoe of the Canadian International Developnent Agency 
(CIDA) • 
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Th.e neetings planned for the next three days have taken 
several years to prepare but I am sure that we all agree 
that they have been \<Vell worth waiting for, because it is 
vital that through our assoc:iation we shall be in a posi
tion to make a oontributioo to the develq:mmt of relatioo
ships, not ooly between our countries' academic institu
tic:ns but between canaaa and M:xico as well. In fact, the 
conversations we shall share in the next few days are repre
sentati ve of the kind of discussioos that have taken place, 
as Dr. Ui:quidi has described, and should happen with much 
greater frequency and with greater fervour. 

Discussioos between Canadians and ~cans are of par
ticular inp:>rtance especially when such shrill words are be
ing exchanged by the world's two majar superpowers. Cl>vious
ly canaaa and M:xico share this part of the globe with the 
IIDSt paverful nation in the world and as relatively sma.ller 
and weaker nations we are affected profoundly by the politi
cal and cultural styles of our neighbour, the United States. 

While acknowledging the influence of the United States 
we must also recognize our own respcnsibility to ercploy ca
nadian and M:xican relationships with the u.s. in a manner 
of mutual benefit. I recall a conversatioo between a M:xi
can anda Canadian discussing relationships with the u.s.; 
one remarked to the other: "You knCM, we really only have 
one pr:ablem between us, but we both understand and appreci
ate our relationship with the u.s. We have an abligatioo 
to speak finnly and confidently in our dealings with the 
U. S. and when it is necessary, in arder to safeguard the 
values we cherish the IIDSt, to take actioos that rnay affect 
or influence the behaviour of our superpower neighbour." 

Together, Canadians and ~cans should think of them
selves as taking the part of the drama.tic player who, hav
ing the confidence of the sto:cy's many characters, is able 
to sustain the theatrical actioo while avoiding an untine
ly confrontation of the central protagonists. In arder to 
carry out this role effectively we must have frequent oc:ca
sions to exchange views and opinioos oo_rnultilateral and bi
lateral relations, as well as oo our respective roles in 
the global scene. 

Sare of these discussions will take place between us in 
the next few days and in the continuaticn of these neetings 
which we hope will evolve at York in future nnnths. That 
will províde us witha stronger foundation for those opportu
nities. In the process, York University and El Colegio de 
Máxi.co will be regarded as central catalysts in the initia-
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tion and developrrent of discussions between the academic 
ccmnuni ties of canada and Mexico. Today marks the reaf
firmation of what we hcpe will be a long tradi tion of 
frank and stimulatin:J discussions between canadian and 
Mexican academic institutions. 

Ambassador Alfonso de Rosenzweig 
(Undersecreta:ry of State for Foreign Affairs): 

I would like to point out that in the last thirty years or 
so, we, Mexicans and canadians, have established a finn 
practice of cx:x::>peration between our t\<K) oountries. I re
call the close contacts that our Foreign Secreta:ry at that 
ti.me used to have on UN matters. 

In 1967 you had the first Mexioo-Canada Colloquium in 
oaxtepec. In 1968 our governrrents decided to establish a 
Ministerial Ccmni.ttee which was to hold periodical neet-
ings to discuss all matters of ccmron interest to both gov
ernments. It is very proper that today we open this third 
oolloquium, which is taking place just a m::mth before the 
fifth Ministerial Meeting in ottawa. To this we attach great 
irrportance: were it not because the Foreign Minister, Mr. Se
púlv~a, who is a distinguished manber of El Colegio de Méxi
oo, had to travel to Washington yesterday, he v;ould have been 
present at this Opening Session and, because of his absence, 
I have the pleasure and honour of representing him today. 

A few rronths ago he said that Mexioo and Canada have 
worked together in favour of a better and rrore just Inter
national Order. Your discussions in the next few days will 
oontribute to these ccmron tasks that both our countries 
have. 

It is an honour to declare this Third Mexioo-canada 
Colloquium open and I wish you the greatest success in the 
forthcaning discussions. 



SECTION 1 

CHANGING INTERNATIONAL RELATIONS 
IN THE 80S 





WHAT ROLE FOR MIDDLE POWERS? 

John W. Holmes 

It is terrpting for middle ~rs, or for any ~rs less 
than super, to thrOiV' up their hands in doubt as to whether 
they can at the nment do anything oonsequential to avert 
catastrophe, let alcne launch coostructive intemational en
terprises. The superpowers are in a wilful rrood, and the 
attitude is infectious. The intematiooal institutians 
which we played a decisive part in building and which are 
essential for our surviv'al. find consensus elusive and are 
being under:mined by a p:revalent cynicism. Regional and 
functional st:ructu:res as well as universal institutians are 
in dis:repute. The basic argunent of this paper is, however, 
that the :reasans giveri for despair are the :reasons for try
ing m::>:re boldly and imaginatively to p:reverit rifts in the 
fabric and a slide into anarchy. 

The superpowers at the nment display little oonst:ruc
ti ve faith in intematiooal institutians, 1aw or :regulatian 
exoopt an a highly selective basis. Blaming them for the 
ills of the world has, of oourse, always been a fonn of es
capism for lesser powers. It is unhelpful because it leads 
to false diagnosis, based usually an an exaggerated inter
p:retatian of the extent to which world affairs are in fact 
manipulated and orde:red by ~CXJW and Washington. It might 
be healthier for us to start by :reoognizing that the :real 
difficulty with the superpowers is that they dan't know 
what to do and neither do we. And when we have our own 
ideas it is not easy to get their attenticn. M:Jving and 
shaking the Soviet lliian has never been easy. What makes 

21 
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the present situatian especially frustrating and frighten
ing is that the l.Jnited States is in the hands of leaders 
who sean to have largely renounced that sense of intema
tianal respansibility which has always been the redeeming 
feature of Anerican policy. Because they plugged their 
ears it is not easy to influence them, but it is all the 
rrore inp:>rtant that countries which recognize the essen
tiality of the United States in a balanced world order 
seek to intervene effectively. 

The increasing East-West tension can to a considerable 
extent be blaned an the superpowers, the IBSR for its ex
cessive armanent and mischievous interventions abroad, and 
the l.Jnited States for its ideological approach and its ri
gidities. Lesser powers provide a good deal of the provoca
tian, but the superpowers irrpose their pa.ttems on events. 
Talk of a renewed "Cold War" is to sare extent justified, 
although it ignores inp:>rtant changes since the fifties. 
ene of these is the declining hegem::ny of the superpowers. 
Indeed, the apparent inability of Moscow or Washingtal to 
accept and find ways of living with this change adds to the 
dangers of a period of transitian. The allies of the super
pov.ers have roa.de their own contributions to the increase 
of tension. It is too often forgotten, for exanple, that 
the present missile cantroversy began with a request fran 
the Emxpeans for such defences against Soviet missiles. 
Nevertheless, lesser pov.ers get frightened rrore readily by 
tensions that sean beyond their control, and they have 
sensed a rrore i.np:>rtant need to reduce friction insofar as 
possible. Sare of the Western allies have traditionally 
seen themsel ves as tension-easers, but there has been of 
late a rrore intense dedicatian to the process, based on a 
recognition of their own dependence on ~te, and the 
present ~tentistes in NAID include the rrore influential 
pov.ers. The policies of the Federal Republic of Qmnany, 
under both left and right leadership, are notable, as has 
been the rebellion of all the NAID allies (the canadians 
as 'Y.ell as the Europeans) against ~ single-mindedness of 
Anerican policy on sanctions. This may be a tercp::>ra.ry phe
narenon attributable to the way in which the Reagan regine 
has pushed u.s. policies to extreme positions. If American 
policy reverts to a less canfrontatianal stance, the need 
for the challenge will have diminished, although in the 
past sare NATO allies have ccnplained that Washington was 
not finn enough. It is unlikely, haivever, that the u.s. 
would be allaived to retum to its hegem::nial ways after it 
had been sucoessfully resisted. It could becare rrore sensi-
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tive or nove further tCMards naticnalist isolatien. The 
latter trend roa.y be what we have to fear ItDSt, because a 
United Nations, a world order bereft of oonstructive Alrer
ican diplanacy and resources, would be ungainly and fear
sare, a wraith of the Ieague of Nations in its declining 
years. Such a trend should make J.Edcans and canadians 
in particular shudder, as it w::>uld alnost certainly be ac
carpanied by heavy pressure for the oonstructien of Fbr
tress North Anerica. Indeed, as President R::!agan has pro
nounced that we are all Anericans f:ran pole to pole, the 
vi.sien may be even rrore extensive and sinister. 

Fran the perspective of an outsider there has been a 
similar trend in the relatian of the Ia.tin allies of the 
United States. Even rrore so tllan in NA'ID there appears to 
be a widening gap between the United States and the oth
ers. The breach between the Ia.tin and the English-
speaking rnembers of the OAS over the Falklands rnay have been 
a special case, but perhaps of rrore lasting importance than 
the fonna.l breach was the dedicated effort of Ia.tin Aneri
can leaders to prevent the fighting in the interest not 
enly of avoiding bloodshed but also of warding off the dan
gerous carplications of war in our present predicarcent. 
Likewise, the NA'ID allies, although they supported the 
British positian in principle, sought to restrain the 
rrore atavistic irrpulses of the !ron lady. Of considerable 
significance has been the fonnatien of the Contadora 
group and the disapproval of Anerican recklessness in cen
tral Anerica by rrost Ia.tin Anerican goverrments. The Con
tadora action in particular has been welcared by the NA'ID 
allies of the United States, reluctant to criticize their 
ally but anxious to support a cx:nstructive nove. The Cana
dian gove:rnrrent has publicly supported th.e Contadora ini
tiative and privately expressed in Washingtcn its cx:nsid
erable doubts about present U.S. policy in·Central America. 
Am:ng all these worried allies in the two canps there 
w::>uld certainly be differences en many 'WOrld issues but 
they have in camr::n a will to put the brakes on head
strong supe:rpowers. 

It is rrore difficult to note with assurance similar 
trends am::ng Soviet allies, but over the past few decades 
th.ere have certainl y been changes. Ranania has broken 
ranks, and the voting pattems of t..11e other nembers in the 
lN have sha,.m sare variations. Within CXMECCN there seenL'3 

to have been increased resistance to Soviet hegenony, and 
the questien of Poland has fractured the carm::n front, what
ever the official proclamatiens. ene can hazard th.e guess 
that en general issues of foreign policy and anos control 
th.ere has been rrore challenging of th.e leader than in the 



24 RELATIONS BETWEEN MEXICO ANO CANADA 

past. The mystic authority of the superpower is under
mined. In Ranania, in Hungary, and even in Poland they 
are getting away with resistanoe, a situatien that is 00-
scured by the oovious f act that they are not getting away 
with it entirely. In spite of Jaruzelski 's reactiens, the 
Poland of today is not the Poland of the days before John 
XXIII and Solidarity. As Lenin might have said, there 
have been two steps fo:rward and enly ene step back. Ideol
<:XJY to the ccntrary notwithstanding, the Eastem Europeans 
are afraid of the sama thing the West Europeans fear: of 
being a battleground. en that fundamantal matter of self
interest the allies of the superpowers may -well be nore 
than ever disposed to challenge ideol<:XJY with pragmatism. 
Does anxiety lead them to see nore clearly that the ideo
logical anperors have no clothes? A religious war fought 
over the theological differenoes between the Hungarian 
and French ecananies makes about as much sense as a war 
over the Nioene Creed. 

Is it stretching things to see sarething similar in 
Asia? China has, of course, leng sinoe rejected Soviet or 
Anerican "hegarony," but its diplanacy is becaning nore ac
tivist. Japan's priority for eccnanic ccnsideratiens still 
prevents it fran bold initiatives in the political and se
curity sphere. Nevertheless, its eccnanic strength and its 
rrembership in the Summit Seven nean that its views en all 
things must be taken into cansideratien by the :pc:hiers. 
M:>re :i.nportant fran our perspective may be the activities 
of the ASEAN :pc:hiers and Australia. The brilliant diplanacy 
of the Singaporeans illustrates what a tiny country, taking 
advantage of a pivota! positien, can do en the world scene, 
as in lNCTffi, and there are the ccncerted efforts of the 
neighbors in Southeast Asia to stabilize the situatien in 
what was cnce Indochina. In sare respects, of oourse, the 
ASEAN governrcents may be nore rigid than the great :pc:hiers 
over canbodi.a. Restraint does not have to be all in ene di
rectien. There is a strc::ng argunent, however, here as in 
Central Amarica or Central Africa, for shifting respansibil
ity to those nost closely affected. At any rate it rnoves 
them en fran sinple demands that distant :pc:hiers cease inter
vening - an attitude which may be sensible enough but if 
carried no farther is a ccnvenient cap-out. Getting the 
Amaricans and Cubans out of Central Amarica, the Libyans 
out of Cllad, or the Russians out of Afghanistan are enly 
first steps, not solutiens. Still, it is :i.nportant to res
cue them fran dangerous entanglenents and unachievable mis
sions. 
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Qle cannot look at these IIDre or less traditional secu
rity issues with.out rec:ognizing the alteraticn of the 
w:>rld soene caused by changes in the world eoonanic pre
dicarcent. The expectation of restriction rather than ex
pansion has made us all ioore nationalist including the 
United States, and, if one can judge by intimations of con
flict in CDECCN, the lSSR as well. Both supe:i::powers have 
a persistent belief that they are intemational rather 
than nation-states and that nationalism is a disease of 
lesser ~rs. At the m:rcent, however, the disease is at 
its :nost virulent in the IB Congress, in spite of recent 
ef forts by sare nembers of the administration to restrain 
excessive protectionism. A rrood of antagonism toward other 
countries and intemational institutions that dcn't pay 
Anerica sufficient respect acx::entuates our problem of rea
soning with the United States. It cranps the generosity 
of spirit that made the United States, in spite of lapses, 
the enlightened leader of the international camuú.ty. 

Intemationalism has shrivelled elsewhere as well. The 
Eurqiean CCimn.mi.ty lacks the assurance necessacy to play 
the benevolent role of a superpower, as it, and even the 
Americans, once hq>eci. Its initiatives in foreign policy 
are hanpered by the la-iest c:x::mt0n-denaninator inperative. 
In eccnani.cs it is not rnuch nore than a protectionist bloc, 
substituting continental nationalism for the national na
tionalism its founders deplored. It accentuates the gener
al restrictionist trend and offers little in the way of 
constructive leadership, although it does provide sare 
countenveight to Washington. Th.e middle powers, canaaa in
cluded, plead for freeing the channels of trade and the re
noval of restrictions but feel caipelled by the dog-eat-dog 
clima.te to respond to interna! pressures for protection. 
Functionalist hopes that the knitting together of East
West econanies would diminish tension are frustrated 
by security considerations, although the increasingly des
perate need for camerce of any kind is a counteracting 
force. Progress on alleviating North-South disparities is 
stymied by stringencies. The energence of high technology 
as a major factor in intemational catpetition has added 
industrial to security considerations that check the eco
nanic expansionism of the previous decades. Increased re
strictions on the novercent of people add to the tensions. 
We are in danger of chdting to death. In this rrood of fear 
and.caution lesser ~rs are going to be inhibited in 
their diplanacy. They cannot help being intimidated by 
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the ~rs with the big econanies and the overriding influ
ence in the intemational financia! institutioos. It is a 
tima to lie low and keep out of trouble. 

Sudl are the dangers of ccnflagration and anarchy, nev
ertheless, that middle ~rs must act courageously an.d, it 
is to be hoped, wisely. There is prcbabl y not muc:h we can 
do directly to sway the Russians. Efforts to make the 
East-west cx:ntroversies IlDre rational should help, alt!hough 
ene can never assurre too glibly that Soviet rationality 
matches our own.. Because of the widespread tendency to 
place undue bl.ane en the United States for Cold Warism, we 
might tl:y to bring the non-aligned to a :rocn:e balanced view 
of the issues (even if Mr. ~agan gives us little help) • We 
can reach out to the lesser carmunist ~rs. There has al
ways been, within the UN particularly, IlDre quiet contact 
than is evident publicly and even a tacit kind of collabora
tien with the Eastem Eurc.pean middle powers. If this is 
to assist in the alleviation of tensioos it has to be ccn
ducted with certain tmderstanding. The :rocn:e clearly our 
diplanatic activities of this kind are divorced fran the 
Arrericans the better, although our expected ability to have 
sene influence on Washingtcn is an essential part of the 
gane. The need of the Eastem Europeans to maintain their 
delicate relatiooship with the Soviet Union has to be re
spected. If we want ultimately to influence the Russians, 
tl:ying to subvert their allies is the wreng tack. Whereas 
canadians and the lesser Europeans have had their useful 
dialogues with the European associates, I.atin Arcericans 
surely have the best chance of reasoning with the Cubans. 
Which is not to say, of course, that the ~cans cannot 
talk with the Poles or the Canadians take advantage of the 
diplanatic contacts they have always maintained in Havana. 
A general rule is that the quieter this kind of diplanacy 
remai.ns the better, and that is not easy given the pressure 
of the nedia for new angles an.d the desire of sane politi
cians and diplanats to dramatize their activities. ene of 
the advantages of maintaining the infrastructure of func
tional and other intemational bodies that bridge the blocs 
is that they provide unspectacular settings for conciliato
ry diplanacy. It is not so much new structures (featured 
conferences with the nedia in droves) that we need but a re
vitalizing of the oldest institutions for ccnflict resolu
tion, diplanacy, and further experimentation in multilater
al diplanacy, building en what have largely been lesser pow
er ccntributions to the technique of UNCI.03. 
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To say that our real prablem is the united States is 
not to argue that that comltry is the principal cause of 
the world's troubles. Even in its present derangerrent it 
is still, at least in carparison with others, approachable 
and subject to influence, not to mention a little careful
ly calculated leverage. Strong as it is, it has its in
creasing eoonanic vulnerabilities, including a greater need 
of foreign trade than in the past. Generosity and toler
ance, essential for a superpower, are being squeezed out by 
a popular .inpression that the Anericans have been taken ad
vantage of, that they have ¡:x::>ured out aid to ungrateful 
cotmtries, that their allies and others refuse to share the 
burdens of collective security. In this rrood they can even 
convince themselves that they practice free trade and en
terprise while all others erect barriers against them. In 
ooping with this perversity it is wise to admit that on 
each score they have sooe justification. There is need for 
humility all rotmd. 

The Il'Ost dismaying action of the Reagan administratíon 
has been its tmconscionable rejection of the UN Iaw of the 
Sea and the conterrpt displayed, as by the U.S. mission in New 
York, for the UN system. Our Il'OSt serious challenge is to 
try to turn that attitude around. To do so "YJe must rec
ognize that the persistent bias against the United States, 
as distinct fran rational differences ad hoc, by majorities 
in the General Assanbly, is indeed undennining the au
thority of the United Nations as a collectivity of institu
tions to which all cotmtries can appeal for fair judgrrent 
and remedia! action. 'Ihe nature and extent of this hos
tili ty is, of course, greatly exaggerated by the national
ists in the u.s. administration and congress, .;md the ¡:x::>l
icies of the Reaganites make irrational anti-Anericanism 
seem Il'Ore rational. There is an irmediate task for friends 
and allies of the Uni ted Sta tes to coalesce for the defence 
of the Americans against their own follies. It is not just 
for the sake of people who harclly deserve such consider
ation at the nanent, but for the preservation of the UN sys
tem so essential for middle powers. It seens tmli.kely that 
the u. S. would wi thdraw fran the UN, al though sooe cause for 
sudden anger could precipitate a crisis, but their selec
tive withdrawal from agencies or prograrrmes which offend 
them is ¡:x::>licy already. Whether they are in or out, they 
are forfeiting the authority and the respect due them. 
Except in the financia! agencies with headquarters in wash
ington, they sean to have abandoned the constructive role 
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:required of the strcngest ¡:nEr if the stability of the 
systern is to be rnaintained. The prc:blem is not that the 
ccmnunists will tak.e over, but that an.archy will. The 
Russians are also a declining force in the lN. Faith in 
the nere possibility of intemational rule and regulatien 
is always fragile, and rég.i.nes that have taken centuries 
to establish themselves could nelt rapidly. We have al-
1.aiei ourselves to becane dependent en superpower leader
ship and the substitutien of wider respcnsibility is not 
atal! easy.· 

Our hcpe is that, as often in the past, crisis drives 
us to scber thought. The need for sare intemational 
nechanism like the IMF was dramatically illustrated even 
for U.S. Republicans in the international banking crisis of 
the past year. The IMF is no doubt a faulty instrurcent 
and its ccnstitutien needs revising but the need of sare
thing that can woi:k and woi:k swiftly, however inperfectl y, 
was clear. In spite of the i.rrespcnsibility of cangress, 
the Arcerican administratien is seeing sare value in GATI' 
and beginning to realize the need to do there as they 
would be dCXle by. U.S. policy on security issues is by no 
neans al! wrcng. It is taking upen itself the respcnsi
bility the Cllarter gave to the five great :f?a\E!rs for man
aging peaoe in the Middle East and, although unilateral 
actien of this kind is regrettable in theory, it is widely 
acoeptable in the intemational camnmity when it is rea
scnably \olell balanoed. When the Security Council is par
alyzed -we have expected the United States to do sarething. 
In their present roood the Arcericans are disinclined to see 
a role for the lN in that area. Nevertheless, they fall 
back for their authority en the 1967 :resolutien of the Se
curity Council and if they can manage a wider settlerrent 
they will :realize the need for UN endorsanent to make it 
stick. There is hope at the marent that t,hey will see the 
ultima.te futility of trying to inpose their CMn. will en 
Central Arcerica and tw::n to :regienal associations for as
sistanoe - or to :rescue them fran a ness. Certainly a 
great many Arcericans do so already. They may have learned 
also fran the failure of their sanctions against the 
USSR, Poland, and against lNESOO, the IW, or the IAEA 
that reckless unilateral policies are not likely to suc
ceed. f.i:>st significant is a :recent p:rediction made by the 
deputy chainnan of the United States delegation to the 
final negotiating sessien of UNCLCS, Ieigh S. Ratiner, him
self a ccnservative who does not rnuch like the provisions 
for the seabed. He believes that ''this or sare futu:re Ad-
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rni.nistration will care to understam that the costs of 
isolation are far higher than the costs of acoepting 
sane of the rhetoric and principles of the North-South 
dialogue" and when it does join, the rules will have 
been made by others. He concludes: "exir senior fereign 
policy-makers should understam that once leadership is 
abdicated and the world finds that it can proceed with
out us, it will rot be easy fer the united States to re
claim its influence. 11 ("The Law of the Sea: A Cross
roads fer Atrerican Foreign Policy," Foreign Affairs, LX, 
SUnrner 1982, p. 1021). 

'lhere is scma cause fer satisfaction at the united 
States' learnin;J a much needed lesson in internationalism, 
provided they can absorl> it rationally. No country, 
large or small, should be ruipected to admit being mistak
en, even if they can blarre the en:.or en a previous ~
gime. There is a role fer friendly middle powers in as
sistin] the adjustrrent - without, of course, ever sayin] 
so: mt even the rrost liberal Americans like to be pa
tronized by the lower classes. A historie case might be 
cited fer encouragerrent. In the mid-fifties the fereign 
rni.nisters of Australia, Belgium, and canada reached a 
highly infonnal understanding at the Geneva Conference 
en the Far East that the united States would, in its own 
interest and in the interest of balanced world politics, 
inevitably have to establish relations with the real gov
erment of China. They could rot be led to that act by 
public cri ticism or by a policy of isolatin] them. Hu
miliatin;J a superpower, as J.F. Kennedy understood, can 
be dan]erously destabilizing. These three rredium powers 
would consider the manner in which they might llelp prepare 
the way to ease rather than cx:mplicate the poli tical prob
lems of the United States in recognizing the PRC. Nothin;J 
carre of this fer sane years, but eventually canada, fol
lowed swiftly by Belgium and a number of other countries, 
did act as a catalyst in 1970 by establishin] relations 
wi th Pekin;J and breaking the stalemate. '!he PRC was 
eased into the Chinese seat at the UN and the way was 
paved fer the U.S. to change course. This is not a clear
cut case of what can be labelled 11mediation, 11 and the 
Americans were hardly aware of it, but it is the sort of 
thing which might suggest approaches to current problems. 

If we t:i:y to think of things we can do in hardened 
categories -or give the political scientists a chance to 
define them in abstractions- we are impotent. Extreme pa-
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tienoe and rrodesty are required. Our experienoe over the 
Law of the Sea is not yet very .reassuring. When the Rea
gan administration delivered its blOW', there was good rea
son for an explosian of anger, fieroe denunciation, and 
even retaliation. This did ccrce fran sare expected quar
ters. .Many Ia.tin Anericans, Canadians, Australians, and 
others, no less angry, recognized that denunciation would 
anly make the troglodytes in Washingtcn nore stubbOm. 
However unfair it was of the Anericans to demand canoes
sians, catpranises would be sought even if they "Y.ere only 
for faoe-saving. The Anericans did not leave the canfer
enoe. An infonnal group of about a dozen lesser powers, 
the so-called "good Sarna.ritans," WOJ:ked very hard to neet 
sare of the ncre reasanable Anerican criticisms. Substan
tial canoessions "Y.ere offered, but in spite of the views 
of nenbers of the U.S. delegation that they should be ac
cepted, the stany-faoed nen in Washington tumed them 
down and -y,ent off conspiring with sare of the nore recal
citrant Europeans. After that rebuff, it is hard to be 
q>timistic. It will take tima for the Anericans to cene 
round, if they do, and in the neantima the fabric can 
further disintegrate. Resistanoe is neoessary to shOW' 
the Anericans that they cannot have their cake and eat it, 
and that will take courage, given the present dispositian 
in Washington towards intoleranoe and retaliation. At the 
sane tine "Y.e have to do our best to keep the lid on the 
kind of anti-Anericanism that would only widen the gap. 

It is not cnly in the UN system that the United States 
is isolating itself and sare kind of annealing diplanacy 
is required. The disrespect for intemational consulta
tion and carmitnent is evident in such llrp:>rtant bodies 
as NATO and the OAS. The di visions in NATO are pretty 
obvious, although it is llrp:>rtant to note that what are 
usually described as confrcntations between the Europeans 
and the Anericans are generally, in fact, confrontations be
tween the United States and all the allies, except often 
Britain. Q1 such divisive questions as the Siberian 
pipeline and sanctions over Poland the Canadians have 
been much closer to the Europeans, although they do what 
they can so as not to acoentuate the breach. Perhaps the 
danger of this Western rift for the American hard stance 
against the lESR is making the Reaganites a little rcore 
sensitive, but it is not easy to break them of the assunp
tion that they can make policy for the allianoe unilateral
ly and expect "loyalty" fran those they so graciously de
fend. To what extent the sane attitudes obtain in the 
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OAS is hard for an outsider to estima.te. Never having 
been in fact, as distinct fran rlletoric, as tight a mili
tary allianoe as NATO, there has not been the sane expec
tatioo of ºloyalty" perhaps. In spite of ambiguous pro
testatioos·, one does not detect in the present disposi
tien of Washingtoo any serious reoourse to the OAS as an 
answer to its hemispheric prd:>lems or any inclinatioo to 
acoept an OAS oansensus, even if that could be produced. 
But what if eventually it needs a way out of an impos
sible situatien in Central Amarica? The advantage of al
lianoe cxnsensus then is that the blane for what must be 
swallaved can be shared. After all, a major functien of 
intematicnal instituticns is faoe-saving. 

So far we have been thinking about political and se
curity questicns and, to sare extent, their eccnanic im
plications. What about the nunber one prcblem, nuclear 
anns oantrol and disannanent? This remains basically an 
isstE of the supei:pa.¡ers, in which their power is not be
ing diluted or rrore widely shared, as can be said of eco
nanic and oanventiooal military power even though the 
usability of nuclear power in managing the world is cast 
increasingly in doubt. At the sane tine, of course, other 
powers cannot oantract out of the efforts at oantrolling 
nuclear ~pcns. ve can go en doing all the usual things, 
keeping up the pressure on the supei:pa.¡ers through the 
cxmnissiens in Geneva and the General Assercbly, praroting 
by argunent and our own practioes the cause of noo
proliferation. It is not so easy to take initiatives here 
because we cannot be a critica! part of the bargaining 
proc::ess, and there is not much farther we can go with nu
clear free zones, safeguards, and other :rreasures which do 
involve our own national policies. 

The so-called two-track approach of NATO presents a 
real dilerrma for middle powers that are allied. It took 
a long ti:rre to get the superpowers into strategic anos 
limitation or reductien talks and, even though progress 
is discouraging, the rrost dangerous thing would be to 
have them broken off. If they are to nove forward, it 
will be by the bargaining proc::ess, and bargaining re
quires credibility. The argurrent en the one hand for 
solidarity of an allianoe in the interests of anos con
trol is not ane that a smaller ally can lightly disregard 
even though the allied position may not be exactly what 
he would like. In any case, his defectioo is likely ooly 



32 RELATIONS BETWEEN MEXICO ANO CANADA 

to undennine the credibility of his side in the bargaining 
without having any effect en the ccntinuing prograrme of 
the supe~rs. en the other hand tllere is a strang argu
mant for solidarity of "other powers" in calling for an 
end to the dangerous spiral and the crnplaoency of deter
rence thinking. calling for unilateral disa:rmanent as 
such is not likely to be sucoessful, although 'W!e might 
urge the powers to offer oounters that are a lot bolder. 
There is everything to be said, however, for producing pro
posals that bear sare relaticn to the state of the garre 
and leaving the sinplistic demands for banning the banb to 
the peaoe-marchers, although they too have their functicn 
as citizens in the struggle for anns centro!. It is essen
tial that they keep rerninding us all that t.'le sword of Dar.o
cles hangs over our heads. It is fatuous, of oourse, to see 
them as a m:nolithic cxmnunist ccnspiracy, but as "other 
powers" \<Ve can urge them to make a little clearer in their 
banners and their invective that there is rore than ene 
villain. We might also remind sare of them that bellicose 
intolerance has always been ane of the major causes of war. 

For canadians the issue of whether or not to test 
cruise missiles on Canadian soil pointed the dilemna. Was 
it better to assure a strcng hand in the interest of prog
ress in negotiation or to make a drama.tic gesture against 
vertical escalaticn? The d:>vious political worry for cana
dian and West European govemrrents -not to mention the U. S. 
governrnent itself- is that, as the Reagan administration 
thinks, the "peaoe rcoverrents" roa.y weaken their hand in Ge
neva. Ch the other hand, they have also giverl the allies 
sare leverage "softening" the American stanoe and in the 
search for acceptable crnpranise. ene carmot escape the 
paradoxes with strident sinplificaticns. There is no 
need, of oourse, for m.ifonn policies arocng middle powers 
in this or other rnatters. Different approaches can be can
plerrentary. ~xioo' s ccntributian through the Tlatelolco 
initiative has been of great inportance, and not without 
widespread influenoe. canada, although allied, has not de
clared a nuclear free.zone, as a number of canadians urge, 
but it has, in the interest of non-proliferaticn, with
drawn fran a nuclear role in both European and North Ameri
can defenoe. As an exi;x::>rter of uranium and nuclear reac
tors it has taken a lead in the nove to get strang and uni
fonn "safeguards" at ccnsiderable ecananic oost and at the 
cost of resentrrent by other exi;x::>rters and by potential re
cipients in the Third World. Nene of these gestures by 
middle powers caripares in ccnsequence with what the super-
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powers could do in this field, but that does not nean that 
they are not "WOrth doing and that tliere are not other 
things that can be done singly or in ccnoert. There are 
roles also for peq:>les as such and for governrrents that 
need not be identical. 

The possibility of what ooe might cal! ''constructive 
appeasenent" between North and South is perllaps the :roost 
cbvious role for middle powers. Coqleraticn between Manco 
and cana.da in the past (especially in the efforts to per
suade Pl1esident Ieagan to take a nore ccnciliato:cy atti
tude to "global negotiatic:ns"), illustrates how middle pow
ers of dissimilar interests in the dialogue can neverthe
less canbine effectively. The fact that cana.da was co
chainnan with Venezuela at the North-i:;outh dialbgue in París 
(the Cmferenoe en Intematicnal ECCl'lalli.c Cooperation) 
and with Manco at cancun suggests perhaps a natural pair
ing of countries with dissimilar interests but similar per
specti ves, although one should m:>destly recognize that nei
ther neeting achieved the critica! cansensus. Perhaps we 
oould take a nore functiooalist awroach if we ceased to 
categorize countries so rigidly and unrealistically. Maxi
co is a "newly industrializing" Itelrber of what is usually 
called the developing "WOrld. cana.da is a recognized rrerrber 
of the Sumli.t Seven of the industrialized countries but 
also a developing count:cy with many ínterests in camon with 
the I.OCs and the NICs en such issues as resource exploita
tien and multinaticnal corporatic:ns. There is an especial
ly stn:ng argunent for the maintenance of close oontact be
tween Manco and canada en North-South issues, a team that 
is nore useful because it spans the blocs. Undoubtedly the 
two countries "WOuld vote differently fran time to time in 
the UN and other bodies but not, it "WOuld be hoped, without 
advance explanaticn to each other. This has been the kind 
of relaticnship which cana.da has always found helpful with 
its oc:mtalwealth partners, nost of wh.an are of the Third 
World. Beca.use they do not pretend to be a voting bloc 
their discussien is less inhibited. Perhaps if President 
Iea.gan should renew his prcposals for a trilateral ''North 
Anerican Accord" -we could suggest that it be an infonnal, 
fran time to time, ccnsultative arrangemant en Camon
wealth lines, with the strict understanding that ccnsulta
tien did not nean a U.S. briefing and that there "WOuld be 
listening all round, with no carmuniqué, no agreed deci
sic:ns, and an equal nunber of press corre$pcndents fran 
each count:cy. ene of the services two such countries as 
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Canada and Mexico coul.d provide is to dilute ideology with 
pragmatism, and that means intensive study of ways an.d 
rreans which are nowhere easy to find. 

A danger is that countries with a missi011 think that 
good :rhetoric is the answer. This is a particular chal
lenge for canada, whose pri:rre minister has provided a good 
deal of helpful :rhetoric that will lose its effect if it 
is not ma:tdled by practical initiatives an.d reduoed resis
tance to the sacrifices re;:iuired. Rhetoric on the side of 
the Group of 77 also gets in the w~, and 011e useful role 
of intenrediaries is to persuade the :m::>re vituperative 
that their dernmciations have the wrong effect 011 parlia
:rrents and congresses, that the New Intemational Econanic 
Order has got to be less abstract and apocalyptic if it is 
not simply to latmch intemational disorder. There is a 
good deal to be said for :m::>re breaking of ranks 011 all 
sides. The tactical argunent for the Group of 77 to stand 
together cannot be easily disni.ssed, and certainly there are 
still econanic issues on which it can be justified. The 
Group's standing together 011 principle 011 political and 
security issues is, ha.vever, 011e of the reasons for the 
widespread disinclination of countries to bring security 
issues before the security Co\.lllcil or the Qmeral Assembly. 
Solidarity on foreign investn:ent should not require sol
idarity en Israel or Poland. 

The argunent for :m::>re energetic and self-confident :mul
tilateral diplanacy on the part of the middle pa.vers is a 
strong one. There is nothing radicall y new here, as this 
tak.es us back. to San Francisco. This is not to irrply that 
we are wiser and :m::>re peace-loving than the superpor.vers, 
but that superpor.ver confrentation is exceedingly precarious 
if it is tmdiluted. The dangerous irresponsibility of less
er pa.vers must also be restrained. we need check.s and bal
ances in the intemational system. Middle pa.vers have often 
been effective to this end, but rarely if they try to YiOrk 
alone. Using, where practical, existing regional or ftmc
tional associations makes good sense, but there is an espe
cial need nCM for transregional initiatives. The UN Law 
of the Sea conferences have derconstrated the efficacy of 
shifting caabinatiens as a rreans of progress in multilat
eral negotiation. Blocs play a useful. role in UN diplanacy 
because they assist in the fonnulation of consensus, but 
too much rigidity is ene of the causes of present stalemate. 
Even if canfonnity when the votes are taken is regarded as 
de rigueur, there can be what ene might call constructive 
flexibility in the back.-roan diplanacy - as there was am:mg 
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the allies of Britain and Argentina during the Falklands 
crisis. 

It is unwise to try to maintain too rigid a distinc
ticn between efforts at canflict resoluticn inside or out
side the lN. Nothing in the Charter requires that this 
activity be CCllducted strictly en the premises in New York 
or Geneva, and the res¡:xDSibility not cnly of the five 
great powers but a1so of regicnal and other bodies to find 
soluticns is made quite clear. There is a great deal to 
be said, nevertheless, for doing what -we can to strengthen 
lN instrumentalities for this purpose. As suggested earli
er, -we have here an urgent requirerrent to mitigate the dam
age done by the ~an administraticn. We can do a good 
dea1 a1so to strengthen the am. of the Secreta.cy-General. 
It was a classic role of sane of the nore ardent middle 
~rs to support Dag Hamnarskjold, discreetly of course, 
when he used his inp::>rtant positicn for intennediary pur
poses. The present Secreta.cy-General has displayed pi:ani.s -
ing qualities of imaginaticn, tact, and quiet zeal of a 
kind very nru.ch needed, and those middle powers that have 
traditicnally supported the lN can give him not only en
couragenent but a1so exx>peration of a nore practica! kind. 
It is not easy to oanbat the prevailing cynicism about the 
lN, and this has to be done by deeds rather than the :re
viva! of stale rhetoric. Nevertheless, middle power lead
ers can do satething to cor:rect the distorted intex:preta
tioos of lN activities and dispositicns and to offer nore 
realistic ~roa.ches to the policies of all the agencies 
within the lN system. 

In talking about new regicnal initiatives, sane special 
attenticn should be directed to the Organizatic:n of Aireri
can States and to the perennia1 questicn of Canada' s par
ticipatian. There is a very strcng case, as has been said, 
for nore cooperative efforts by Mexico an.d canada, either 
in tandem or in wider partnerships. There is satething to 
be said for the greater effectiveness of such a partnership 
if each is attached to a different bloc. en the other hand 
canada as a ncn--flS'llber of the OAS has to feel sare reti
cenoe about involving itself too bluntly in matters an the 
agenda of that organizaticn, just as ~co might be reluc
tant to give ad.vice en specific issues of NATO or the can
m::nwealth. The discussicn in canada of nembership in 
the OAS is still in al:x>ut the same on-the-one-hancl an.d 
on-the-other-hand state it was in when the roatter was aired 
at Oaxtepec in 1967. Those canadians who prefer not to get 
involved in rows with the Airericans are ali the m::>re nerv-
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ous. Those who .feel that canaaa ought to involve itself 
have increasing doubts about the present state of the 
O.AS. A principal reasai for canadian hesitatioo has been 
that in the O.AS there are carmitrients and voting by ma
jority which go against deep-rooted canadian instincts. 
Both NATO and the CCmral\o.1ealth seek ccnsensus and there 
is no voting oo matters of substanoo. A good way to ease 
canadian entry, if that is wanted, would be to transfonn 
the O.AS into a purely consultative body like the CCirroc:n
wealth. Qle oould scarooly suggest this be dale for the 
sole pmpose of adding ene nenber, but it oould be argued 
as being in the general interest. There is muen to be 
said for heads of govenment or ministers or officials 
cxrning together nore or less regularly to a:npare notes 
oo world prc:blems without any carpulsioo to adq>t unifo:cm 
positicns. Might that be a good way to nove the O.AS fron 
its present deadlock into a nore productive period? It 
would oortainly be less cestabilizing than to have it 
break up or ooase to matter. The "Camcnwealth" oortain
ly provided a satisfactory fo:cmula for the sublimatioo 
of ene outdated errpire into a valuable intematiooal in
stitutien. 

J.estraint is, of oourse, not enough. The enphasis in 
this paper has been en the need for middle powers to check 
the pcwers en dangerous oourses. At the nanent that seems 
particularly neoossary, but it must be bome in mind that 
ooe reascn the great powers do not listen to us is that we 
tell t.hem enly what they ought not to do and are less than 
fertile with altemative suggestioos. A danger in lesser 
pcwers (wiooly cetectable in canaaa, at least) is to think 
that criticizing Anerican foreign policy is an adequate na
tiooal foreign policy. IDud denunciatioo cares to be re
garded as our special missien, regardless of the fact that 
it is nonnally oounte:rproductive. OUr inventiveness is 
particularly required in the North-SOuth dialogue¡ oo the 
broadar political or strategic issoos it is not easy to 
aare up with a whole new directien or a cx:rrprehensive 
scherre. Saretines the great pcwers produce plans that re
quire flat oppositioo, but usually we have to try to bend, 
reshape or nodify. The pcwer to do so is often forfeited 
by a policy of rude denunciatioo. HONever we may disagree 
with the Anerican administratien we have to preserve a rep
utatien with t.hem of being constructive and not inimical to 
their fundanental interests - not an easy assignment when 
ene ooals with fundarceltalists. It is wiser to confront 
them in cx:mpany, especially if there is reascn to fear an 
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ecxnanic backlash. ene great advantage, of oourse, in 
dealing with this superpower rather than the other is 
that ene can appeal to the mole naticn, kncMing that 
tilere are a great many Arrericans mo feel as we do. 

There is nothing really new he:re. Middle ~rs al -
ways have had nore inflteloe, for good or bad, than is 
:reported in our histories. '!he histories have usually 
been written by Arrericans fran Arrerican archives with 
Washingtcn at the centre of world affairs either as the 
saviour or, in the eyes of ":revisicnist" Arrericans, as 
tile devil itself, but never as just ene of the players. 
We have been h.YP'lotized and traunatized by that ver
sicn of events into seeing ourselves as futile. or w 
have assuned that because our infltelce cannot be by it
self decisive it is of little avtil. Intemal issues 
increasingly preoccupy us, and that encourages timidity 
in intematicnal affairs or single-roinded defence of 
the short range naticnal inte:rest. Much as we protest 
against the unilateralism of the superpowers, we get 
sare oanfort over not having to accept .respcnsibility. 
Sharing .respcnsibility is a great deal no:re CCJ1Plex 
than ccnceding it. we are as ImlCh :respc11Sible as the 
greater ¡;KJWers for the decline of intematicnalism and 
the frustraticn over intematicnal instituticns. It is 
largely up to us at the IlOllmt to save them. 





CHANGING INTERNATIONAL RELATIONS 
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I 

The 1980s began cminously with the Soviet invasion of Af
ghanistan. This event 'lD'lderscores the fact that in the de
cade ahead -as in the three and a half decades since ~rld 
War II- the Soviet Union will be the single major foreign 
preoccupaticn of the United States. And the 'United States, 
in tum, will :represent the sane for the Soviet Unicn. 

At the sane tima, the United States will cx;ntinue to be 
the major foreign cx:noom for both Me.xi.ca an.d Canada. Yet 
the cpposite is not true. In this era of supe:cpower carpe
tition, apart fran very brief, though inportant nments of 
crisis, the United States has seen Me.xi.ca an.d Canada as 
ca'lD'ltries of lOW' political salience. The major extemal 
ccnditicns that will affect the course of Mexican-canadian 
relaticns are thus evident. Generally, the growing tensicn 
be'bveen. the u.s. and the t.ESR, en the ene hand, an.d the 
global econanic crisis, on the other, will present absta
cles for closer relaticns and cooperatioo be'bveen. Me.xi.ca 
and Canada. By the sama token, supe:cpower détente and glob
al ecxnanic recavery cx:nstitute ingJredients favourable to 
the strengthening of these relaticns. 

Despite the decx:noentraticn of power throughout the 
oontenporary world, in military terras the United States an.d 
the Soviet 'Unioo will cootinue to be the :nost powerful; a 
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ccnflict bebam them inplies the risk of war and catastro
¡ile. Even without sudl a cataclysm, the carpetiticn be
bam the superpowers results in an enonoous share of their 
resouroes being devoted to respc:nding to the milita.ry po
tential of the other, and the reinforoenent of their mutu
ally incarpatible political valoos. At the sane tima, the 
magnitude, scope, and the diversity of their interests will 
ensure a variety of ccntacts and negotiaticns bebam them 
in which they will ccntinue to seek a neasure of safety and 
predictability in their relaticns, although for different 
purposes and based upen divergent premises. 

To say that each superpower will thus be mainly preoccu
pied with the other is not, of course, to deny that each 
will have other ccnoe.r:ns. ()} the ccntrary, the 1980s will 
a.lnost oertainly see the United States and IBSR intensely 
engaged in their respective darestic prcblems, nost notably 
eccnanic, and in their respective spheres of influenoe. It 
is -well known that both Mexi.co 1and canada are within the 
sphere of influenoe of the lliited States, arocng other rea
scns, because they are located within its natiooal security 
zcne. 'Ihis fact has inportant inplicaticns for the roan for 
negotiating that Mexico and Canada each have during t.i.nes 
of criSis for the United States. 

M:>reover, both the Soviet lliicn and the United States 
will wrestle with a broad range of externa! issoos, many of 
which defy oontrol. Yet the proclivity of each country to 
neasure its strengths and -weak:nesses, aspirations and 
fears, progress and frustraticns, against those of the other 
is likely to last for years, undoubtedly through the decade 
of the 1980s. 

During this decade, the possibility of ccnfrcntatian be
bam the United States and the Soviet Unicn in the Third 
World remains a worrisare feature of the intematicnal soene. 
The danger of escalating ccnflict is particularly marked in 
the Middle East. In South Africa, tensicns will remain 
high until definitive progress toward majority rule is 
achieved. The potential for ccnflict is ever present in Cen
tral Anerica and other parts of the world; at timas this de
pends upen the acticns of both the tmited States and the So
viet Unicn; at other tirres, this potential exists in spite 
of such acticns. 

The Soviet intervention in Afghanistan and visible mani
festaticns of instability in Central Anerica, the Middle 
East and Poland have raised ccnoe:m about Soviet intenticns 
and u.s. military security to levels not seen in a decade. 
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CUrrent discussiCDS centre en the need to inci:ease mili
tacy expenditures, to develop the capability of Anerican 
forces to intervene in the 'lhird World when u~s. inter
ests a:re threatened, and to cbtain acoess to bases in or
der to enhance that capability. .Atrerican policy-makers 
a:re now :reassessing how :inportant Third World countries 
a:re to U.S. security and which policies can m::ist effec
tively protect those inte:rests. 

Maintenance of a glcbal strategic balance is a cru
cial safeguard against nuclear holocaust. Fral) this per
spective, developing countries a:re inportant cnly to the 
extent that they affect the strategic balance. At the 
sane tima, however, thoughtful analysts :realize that 
the:re a:re limitatiCDS to the exercise of u.s. military 
power and that a numer of Third WOrld countries and :re
gioos a:re of cxnaem to the Ulited States for :reasais 

ooly tangentially :related to the strategic :relaticnship 
be'b.leen the Ulited States and the Soviet Ulicn. 

Further analysis and public discussicn of the precise 
nature of the Soviet, Cuban, and Vietnamese "threat" to 
the developing ootmtries is needed, as -well as ongoing 
investigaticn of the nature of loog-run U.S. security in
te:rests in such countries. 

For the Ulited States, the overriding issue in the 
1980s will rana.in how to mana.ge relations with the USSR 
to avoid both war and injury to u.s. inte:rests. 'lbeories 
abotmd which seek to explain Soviet notives and purposes: 
that the Soviets operate according to sare systematic pro
graxme of expansion, 1eading eventually to world danina
ticn; that the unquesticnable growth of Soviet influence 
and pi:esence is essentially the :result of exploitaticn of 
existing instabilities, not created by the Soviets, par
ticularly in Third World :regicns; that the Soviets basi
cally a:re still :respcnding to what they cxnsider the ex
cessive :pc:AEr of the Ulited States in the world and to 
the possibility of a hostile ~stem-<hinese ooaliticn. 

In general, ene can pose two major soenarios for the 
cxnduct of Soviet fo:reign policy. Will Soviet ~ be 
used to negotiate fran a positicn of stl:ength and thus 
achieve security and other cbjectives? Or, will potential
ly adverse develcprents make the use of force seern less 
risky to Soviet inte:rests? Exanples of such develcprents 
are not difficult to imagine. They include, but are not 
limited to, the growth of Chinese :pc:AEr potential, the 
:reannanent of Japan, a closer associaticn of post-Tito 
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Yugoslavia with western Europe, the grc:Mth of Gennan mili
tary strength, and a threat to the security of Soviet mari
t.irne cx:mnunications in sane distant Soviet foothold. 

These questians, which loan large in world politics 
for the 1980s, have no definitive answer. 

The ca:111u1 fear of war has been widely oc:nsidered a 
basis for IIDderating U.S.-Soviet antagcnism and broad
ening opportmlities for coq:ieraticn, especially in manag
ing crises and in minimi.zing the chance of mlintended oon
flict. In practica, however, the desire to avoid cpen 
warfare has not been easy to translate into nore concrete 
kinds of joint action. But fear of war can be used as a 
fonn of pressure to test the resolve and tolerance of the 
other side. M:>st observers and policy-mak.ers agree, how
ever, that the Soviet llnicn seeks its objectives without 
war because it is just as oc:nscious as the llnited States 
that a nuclear ccnflict would have catastrophic conse
quences for both. 

The 1980s are likely to be characterized by continued 
instability and oonflict in many parts of the world. As 
in earlier periods, there will be a :multiplicity of causes, 
ranging fran pressures for radical darestic change that 
may spill over the national borders of a particular coun
try, to nore traditicnal types of territorial or irreden
tist disputes. 

Although it is easy to foresee a ccntinuing intense 
mutual preoccupatian and interaction between the United 
States and the Soviet llnicn, the course and character of 
U.S.-Soviet relatians are difficult to predict. As the 
new decade began, both countries entered a period in which 
the major trends in this relationship -were characterized 
by marked uncertainties and carplexities. Pe:rhaps this 
has always been true at any giverl tine since the United 
States and the IBSR becane major antagcnists in intema
tional politics. But it seems to be especially true now. 

The heightened ccncem about security issues does not, 
however, diminish the inportance of simultaneously ad.dress
ing world develq:m:m.t problems and forrnulating lcnger
range policies on canadian relaticns with the countries of 
the Third World. Indeed, it will beca:te increasingly dif
ficult for the United States and other industrial pc:Mers 
to subordinate such problems to ooncems regarding mili
tary security, relations with the IBSR, or relatians be
tween the rrembers of NATO and the CECD. The problems of 
econanic relations with the Third World, develoµrent, hu
man rights, basic needs and nuclear nonproliferation are 
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destined to occupy an increasingly inportant role in the 
foreign policies of industrialized countries. 

II 

During the past tw:> decades Mexico and Canada have becate 
increasingly dependent on econanic relationships wi.th the 
rest of the "WOrld for their well-being. Mexican and Cana
dian econanic policies have been forced to pay correspond
ingl y greater attention to international developrents. 
Beíng dependent en other countries makes Mexicans and ca
nadi.ans unoanfortable. Having dacestic policy q>tians 
constrained by intematicnal forces makes them unhappy. 
Having dacestic prosperity undenn:i.ned by foreign events 
makes them ang:ry. Ckle natural respcnse to these situa
tians is to consider weys of reversing the dependence of 
Mexico and Canada en the world eccnairt. In general, how
ever, a nore realistic and constructive response is to 
consider ways of coping wi.th such dependence, and to tum 
it to Mexican and Canadi.an advantage. Other nations, 
after all, are dependent in tum upan Mexioo and Canada. 

Before Canadians had fully experienced the ccnse
quences of dependence, or rather, before they had becate 
fully aware Of their dependence, they had difficulty in 
understanding its i:rrplicaticns for others. Perl'laps the 
real significance of interdependence can be cacprehended 
enly now, when all rnajor natiens are subject to the ten
sions of mutual dependence. The decade of the 1980s rnay 
yet preve to be a t:ilre for new steps fo:i:ward to be taken 
towa.rd man.aging econanic policy in an interdependent glob
al econaey. 

In severa! respects, the next few years ~ to be 
a particularly inauspicious t:ilre for increased attentien 
to the roa.in prct>lem-issues in the relaticns between Canada 
and other industrial eccnanies, and the developing ooun
tries of the Third World. The industrial eccnanies of the 
North are beset by an apparently intractable set of daces
tic econanic prd::>lems - slow growt:h and lagging produc-
ti vi ty; structural tmenploynent; and rates of inflatien 
that are eroding individual eccnani.c gains and leading to 
a pe:rvasive sense of insecurity about the future. 

The developing countries, having weathered the stress
es of the last decade fairly \llell, also face a future of 
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increasing tmoertainty. They suffer directly fran sla.v 
growth in the max:kets of industrial countries, and price 
inflatian in IOOSt of their purchases fran abroad. Since 
1974, their debt has gram at an expcnential rate to ali 
anount over $ 300 billion, while the carmi:t:nent of the 
North to raising ar even maintaining present levels of 
develq;ment assistance is \'leakening, even though poverty 
in the Third World remains widespread. 

The activities of develc.ping cotmtries will be of in
creasing illportance to the well-being of cana.da and 
other developed cotmtries in the decade to cane. Devel
c.ping cotmtries not cnly_supply a growing percentage of 
r~ materials, oil, and low-cost, anti-inflaticnaJ:y con
suner goods, but they na.v canstitute major markets for 
the industries and f aDDS of cana.da and other industrial 
cotmtries. Indeed, the Third World represents the new 
growth f:rcntier for the \\'Orld eccnarq. 

Pr:cblems in relaticns between developed and develc.p
ing ootmtries have been the subject of a long series of 
saret:i.nes cans~ctive, but no.re often acrinonious discus
sicns and negotiaticns between the two groups of naticns. 
Since the 1975 Seventh Special Sessicn of the lN General 
Asserri>ly, which succeeded in initiating a productive 
?iase of these discussicns after a part:icularly confrcnta
ticnal period, the talks have been kncMn collectively as 
the North-South dialogue. In recent years, this dialogue 
has focussed en various aspects of the 'lbird World's de
mands for a New Intemational Econanic Order. 

The fundarcental rationale for the New Intemational 
Econanic Order -whi.ch is a political novemmt as much as 
a set of econanic objectives- lies in the Third World's 
dissatisfaction with the intematicnal distribution of 
power, wealth, and inc:xne anrng develc.ped and develc.ping 
cotmtries. These gaps were initially attributed to colo
nialism, but when political independence did not yield 
rapid gains in living standards, 'lbird World intellectu
als and leaders began to scrutinize the intematicnal eco
nanic system itself for inequities and for what has been 
characterized as "econanic oolonialism. " 

'1he South's demands ca1l for many changes in the rules 
governing intematicnal eccnani.c transactions and cover a 
wide variety of functicnal areas: camodity price
stabilization i:rechanisms ha.sed on buffer stockpiling and oth
er arrangements; inproverrent of the generalized system of 
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preferences, in which exports of developing countries are 
granted duty-free or reduced duty entry into the markets of 
industrial countries; increased acoess to those markets for 
Third W::>rld exports; intemational rronetary refonn; and can
cellation or rescheduling of debt on a case-by-case basis. 
Efforts of the South to rnaintain political unity have re
quiroo that théy dernand inplenentation of the entire set of 
changes. This tactic, consideroo necessary by leaders of the 
South, has been rejected in toto by the North; hence the 
stalanate in the negotiations. 

Develcped and developing countries nrust together seek. 
new nethods to arrive at mutually beneficia! changes in 
the existing intematicnal eccnani.c system. This will re
qui.re shifts in perceptions and in procedures. Both 
North and South must begin to show a greater sensitivity 
to the concems and needs of the other side, and find 
areas of canm:n interest where progress is possible. 
Iea.ching agreenents oo substantive issues such as trade 
in energy products, manufactures, camodi.ties, intema
ticnal investnent, finance, debt, and rules for goveming 
the exploitatioo of gleba! resources will require refonns 
of institutioos and of the negotiating process itself. 

Assessnents of the chances for proqress of the North
South dialogue range fran outright skepticism to cautious 
optimism. Critics note the rigidity oo both sides regard
ing rnany of the policy issues and feel that little can be 
acccoplished in gleba! negotiating fora. c:ptimi.sts, oo 
the other hand., point to positive steps already taken in 
certain areas, such as trade refo:cm, agreerrents en ccm:ood
ity arrangenents, and cxmni.tnents to sene fo:cm of debt re
lief. It will take tille to put these new fo:cms of cooper
atioo into operatioo, and sene will prove rrore sucoossful 
than others, but experi.nentatioo is preferable to no ac
tioo at all. 

III 

A canadian ministerial mission to Latin Arrerica in 1968 
reportea that canada was in a unique position to sell spe
cialized technology and to participate in major projects 
connected wi th the industrializatioo of Maxico and Latin 
Aneri~ in general. Yet the .report ooncluded that 
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Canada's trade with Mexioo was then at a disappointingly 
lcw leve!, particularly in view of the potential that 
existed, and when carpu:ed to its trade with other coun
tries overseas, and to Mexioo's trade with other ooun
tries.l/ Govenment officials called for a m:>re system
atic aP°Proach to trade with Maxi.oo and with I.atin Amar
ica in general and suggested that Canada's trade poli
cy would in tum deteonine Canadian investnent and aid 
policies in I.atin Alrerica. Qle caicrete result of the 
1968 ministerial missim was the establishnent of a 
joint ministerial cxmnittee by Maxi.oo and Canada, which 
has its parallel in a Canadian-Maxi.can businessrcen's 
camli.ttee, created in 1971. M:!etings bebleen the poli
ticians and businessrcen of both oountries helped create 
a clima.te in which bilateral trade and other links 
oould blossan. 

Fran that point, the relatimship bebleen Canada 
and Maxi.oo has gra-m until Maxi.oo naY heads the list 
of countries in I.atin Alrerica with which Canada seeks 
ever-expanding relatialS.2/ The Canada-Maxi.oo relatim
ship has IOOVed fron ene ofhemispheric neighbourliness 
to the beginnings of a wann friendship based m a gra.o¡
ing trade partnership. 

At the 1977 joint ministerial maeting Maxi.oo and Can
ada agreed to strengthen the maturing relationship. 
Shortly afte:rwards, Maxi.oo chose Canada as ene of five 
countries with which it wanted to establish closer cai
nectialS. Having becx::ne an inportant oil producing 
aountcy with preven reserves greater than those of the 
United States or Venezuela, Maxi.co decided to use its 
newly available oil exports as a rceans of cbtaining the 
technology it needed to acoelerate industrialization. 
Qle of Maxi.oo's major cbjectives was to reduce its 
great dependenoe en the United States both as an oil cus-

1/ Departnent of Extemal Affairs, "Prelimi.nary Report 
- of the Ministerial Missim to Latin Alrerica, 27 Octo

ber-27 November 1968," pp. 24-25. 

2/ For an infonnative analysis of the growing interest 
- in Canada regarding its relations with Mexico, see: D. R. 

Murray, "The Bilateral Roa.d: Canada and Latin America 
in the 1980s," International Journal, 37 (Winter 
1981), pp. 108-131. . 



CHANGING INTERNATIONAL RELATIONS 47 

taier and as a trading partner. It chose five industrial
ized oountries which could supply this teclmology in :re
tum for oil: Canada, France, SWeden, Japan, and Spain. 
For Canada, which sought to di versify i ts suppliers of im
ported oil, the attracticn of ~oo was obvious, partic
ularly after 1979 when the intenlaticnal oil c:cnpanies 
appeared to be acting in their CHl inte:rests and showing 
a lack of sensitivity to Canadian needs. The:re was 
another factor which made ~oo a desirable partner for 
Callada. When the oil talks first began in 1978 the Cana
dian governnent was not only looking for additional oil 
supplies. It was a1so anxious to win new export can
tracts for its nuclear reactor, the cana.u. A canadian 
ministerial rnissicn to ~co in 1978 floated the idea 
of an exchange in which Canada 'WOul.d sha:re its nuclear 
technology with ~co (and sell it ene or no:re :reactors) 
in :retum for ~can oil. The match· seemad perfect, but 
befo:re the agreenent could be executed, both parties had 
semnd thoughts. 

At the tima of the 1980 industrial agxeenent, Cana
da' s inte:rest was focussed on the oil negotiaticns. Few 
canadians paid mueh attention to the industrial ooopera
ticn provi.sicns upen which ~co had insisted. In :re
tum for its oil exports to Canada, ~co expected 
transfers of technology in a:reas whe:re Canada has spe
cial expertise: rnining and processing, wood products and 
by-products, transportaticn equi¡:mmt, agro-industry and 
food processing, petroleum and gas services, petrochemi
cals, teleccmnunicaticns equi¡:mmt, electrical pc:Mer gen
eration and transmissicn equiprent, and consulting ser
vices. While Canada' s desire -to anbark on a cooperati ve 
nuclear energy progranne with ~oo was also covered in 
the industrial agxeenent, ~cans did not tie than
selves to purchasing Candu :reactors. Winning the can
tract to construct nuclear :reactors :rep:resented, for Can
ada, the grand prize; its worth to canadian carpanies 
en the initial order for a cana.u was an estima.tea. $1.6 
billicn. Unfortunately for the blossaning binatianal 
oooperaticn in nuclear technology, ~oo' s financial 
crisis stopped it short in early 1982. Since then, nego
tiations for the purchase of the candu have been suspend
ed indefinitely. 

Even without a candu sale, canadian-~can trade 
has nrushroared in the aftennath of the industrial coop
eration agreement, and the prospect of continued expan-
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sion has made Canadian officials and exporters take Mexi -
oo nore seriously as a market for Canadian goods. cana
da' s exporta to M:!Xioo in 1980 junped by over 100 per cent, 
rising to $494.0 million fran $242.7 mi.ilion in 1979. Ca-

, nadian inports fran Mexioo also rose dranatically by over 
65 per cent to $345. 4 million in 1980, which was nuch high
er in dollar tenns in 1981 because of oil inports. M:OO.
oo's trade sw:plus with canada continued to grow: by 1982, 
Mexioo exported u.s. $998.4 million and iirported $446.7 
million.3/ Historically, Canada has hada healthy sw:plus 
in bilateral trade with Mexioo, but with the oost of oil 
.inports this will probably change soon to a substantial def
icit unless Canadian exports to Mexioo continue to graw 
at a rapid pace - an unlikely develqmant. 

Trade,and specifically Canadian eXport opportunities, 
is determining Canada's priorities in its bilateral rela
tions with Latin Anerica. '!he Departrnent of Industry, 
Trade and Ccmnaroe devoted the first of a series of country
by-oountry cxrcprehensive export developnent strategies 
to Mexioo, undei::lining its position at the top of Canada's 
list for expanding export sales.4/ '1he documant reoognizes 
that political relationships between the two oountries are 
the key which will unlock opportunities for trade. We 
can expect to see regular pr:ine ministerial visits and.min
isterial exchan;Jes in an attempt to crea.te the right clirnate 
for inproved trade. 

IV 

Oil and trade have brought Mexico and Canada closer togeth
er than they have ever been before. Can the partnership 
transcend trade? '1be arnicable oooperation on North-South 
issues indicates it can, and both Canada and Mexioo may well 
find themselves thrown together by the initiatives of Pres
ident Reagan. His expressed desire to pranote better re
lations with the closest neighbours of the lTnited States, 

3/ lTnited Nations, Yea.:rlxxlk. of International Trade Statis
- tics, 1979, 1980, 1981, 1982. 

4/ Departrnent of Industry, Trade and carneree, "canada's 
- Export Develcpnent Plan for Mexioo," April, 1981. 
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his project far a North Anerican carm::n rnarket, his re
quest to Canada and Mexico to join the Uni ted States in a 
collective develcprent prograrme far the caribbean, and 
the Anerican position in Central Anerica, all are pushing 
Mexico and canaaa together. 

canada and Mexico co-chaired the Oct.OOer, 1981 North
South summit rreeting in Cancún, and together, the leaders 
of the two countries sought to create an atrcosphere of mu
tual understanding and dialogue between the North and 
South countries represented. The Mexican-canadian ccmnit
ment to sustain the CancGn spirit of cooperation was reit
erated during Prirre Minister Pierre Elliot Trudeau's visit 
in Febniary, 1982. Together with L6pez Portillo, he ex
pressed the need to adopt a fallow-up strategy in arder to 
assure, at the highest political leve! possible, sustained 
attention to the majar items of the CancGn agenda. 

H~ver, it appears that the purpose of Trudeau's 
visit extended beyond the reaffi.rmation of the Cancún pro
cess. It also included the search far an understanding 
-perhaps even an alliance- regarding the treatment ac
corded to the carm::n neighbour: the United States. Anoth
er abjective was to discuss the prospects far a three-way 
North Anerican accord. 

According to sare cormentators, one of Trudeau's in
terests in caning to Mexico was to learn fran the Mexican 
experience conoeming nationalizations and control over 
fareign investrrent; this is to say that Canada, keeping a 
sense of prcportions, rnay learn sarething fran Mexico's 
experienoe. This has caused a relative arrount of concem 
in Anerican official circles where it is thouqht that Mex
ico might be a bad precedent conceming the route of Can
ada' s future actions. It is precisely on this point 
that one rnay think that canaaa and Mexico rnay f ind camon 
interests in their mutual relationship with the e 'ted 
States, al though y¡e cannot rnaintain that this will . .ces
saril y lead to the establishnent of an alliance. 

There is no doubt that the relationship that Mexico 
and canada hold with the United States has a priority far 
both countries. Also, there is no doubt that, as Trudeau 
declared, relations that both countries have with the Unit
ed States will continue to be rrore intense than those 
that would take place between Canada and Mexico. Never
theless, it also rernains clear that an increase in these 
relations ccrnplies with inportant abjectives far canada 
and Mexico. The econanies of the United States, Canada 
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and l>2xi.oo are increasingly interdependent and cacplenenta
r:y with, of course, the United States being the central 
pivot since direct l>2xi.can-canadian transactions are rela
tively nodest. 

As :recent talk of a North American camon market sug
gests, a priroar:y force for ccntinental integration is eco
nani.cs. The United States and Canada constitute majar 
trading partners of each other, so much so that many Cana
dians look upen Canada as an American econanic oolony 
(though Canadian investnent in the United States is al.so 
relatively considerable). The United States and Canada 
send each other large nurrbers of tourists as well. 

Sirnilarly, the United States and 1'Éxico are major 
trading partners, and the pattem of American carpanies 
with Canadian subsidiaries has its oounter.part in ~co, 
alcng with the special feature of ~can "border indus
tries" geared to producticn for American mai:kets. American 
tourism in ~oo is a major force in the l>2xi.can econaey-. 

The United States has drawn and still seeks to draw im
portant raw materials fran its neighbours. In the past it 
has inp:>rted oil fran Canada, and although Canadian exports 
are being curtailed, the United States casts a covetous eye 
tavard the Albertan tar and shale oil resources, even 
though such reserves al.so exist south of the border. The 
United States seeks to import whatever oil and gas ~oo 
produces beyond its current datestic usage. 

Another inportant elenent tending toward econcmic inte
gration am:mg the three nations is agriculture. The United 
States and Canada have similar pattems of producticn of 
agricultura! export crops, and Canadian and u.s. wheat can
bined oould ccnstitute a por.-.erful North American "food weap
on." ~can agriculture is assuming a growing role in the 
production of out-of-season and/or stoop-labour fruits and 
vegetables for the American mai:ket and could increasingly 
serve Canada as well. Wlrile labour migration between Cana
da and the United States is of little inportance, ~can 
labour migraticn to the United States -legal and illegal-
is vital to the health of the ~can econaey- and of increas
ing inp:>rtance in the American eccnaey-. 

But if the factors discussed above push tCMard a greater 
integraticn of North America eccncmically, other forces mil
itate against such integration. It is no accident that 
calls for a carm::n market have: usually care fran the United 
States, not ~co or Canada. M::>st ~cans and Canadians 
alike do not want their countries to becare energy and agri
cultura! oolonies of the United States, and the leaders of 
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these countries would undoubtedly prefer if possible to 
build balanoed ecxnan:i.es oo. a natioo.al basis rather than 
allow their regicns to becc:rte peripheries to Anerican root
ropoles in a oontinentally balanced eoonany. 

CUltural integratioo. also faces cbstacles. Cana
dians have lcng fotght to preserve -or create- a spe
cial cultural identity, and nost might prefer a politi
cal shell for what strength it might lend to cultural se
curity. ~cans already have a ric:h cultural heritage 
and 'INOuld resist ''North Anericanization." So, too, of 
course, would Quabec cultural natioo.alists, who 'WO\lld be 
even "WOrse off in a 1arger entity than at present. 
~co is the clearest example of the benefits ac

cruing to Canada fran placing its errphasis oo. its rela
ticns with Iatin Anerica oo. a bilateral rather than a 
multilateral approach. But relaticns with Brazil, Vene
zuela and CUba are also recei ving careful attention. 

A major exoepticn to Canada' s policy of bilateralism 
has been the caribbean region, especially the eamnn
\'lealth caribbean. This policy appears to stem in part 
fran Canadian ocncem about security in the caribbean 
now that 50 per cent of Canada's oil i.ITports are shipped 
throtgh the a:rea. Canadian officials are 'INOrried about 
the instability of govei:nnents in saie of the microstates 
of the regicn, and these cxncerns have helped to loosen 
the Canadian aid purse-strings. 

Subsequent to the Sandinista revolutioo. in Nicaragua, 
the tragic events in El Salvador have tumed Canadian 
eyes towards Central Anerica. With the growing prospect 
of upheaval in Guatana.la, Central Anerica may \'lell cxn
tinue to be a regioo. in bmooil. Traditioo.ally, Canadian 
foreign policy has not given the regicn high priority. 
This may be c:hanging, although it is still premature to 
say that Central Anerica will have a praninent place in 
Canada' s Iatin Anerican policy for the next decade. Nei
ther Canada nor ~oo views Central Anerica and the ca
ribbean solely in te:rm.s of the gleba! balance of power, 
and neither is likely to adopt a rigid East-west stance 
en the cx:mplex problems of the regicn. 

If the Reagan aóninistraticn chcoses to flex its nrus
cles in the caribbean or Central Anerica, both Canada and 
~00 will be vitally affected. Ccnoeivably, the t'INO 
countries rtli.ght find new areas of carm:n interest as they 
seek to m:xli.fy and channel 'Cbited States acticns in Iatin 
Anerica into fonnulaticns both can tolerate. The poli-
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cies of the Reagan administratioo could thus be a cata
lyst fer a closer allianoe between M:oci.co and Canada. 

V 

Gi.ven these developrents and trenas, what is the future 
likely to hold? In all probability, we shall see a con
tinuatioo of the intematianal status quo, characterized 
chiefly by nom.ting tensioos in East-West and North
South relatioos. M:::m:mts of crisis in each cootext will 
be followed by attenI>ts at negotiation and by slow and 
irodest progress toward the establislurent of a new inter
natianal ecooanic and political arder. 

Over the next decade, the degree of closeness of Mex
ican-canadian relations will depend primarily upen: the 
maintenanoe of a glcbal strategic balance; majar trenas 
in world politics; the interplay between these and l.bited 
States interests; global ccqieratioo am::ng developed and 
developing CO\ID.tries, i.e., prog:ress in the North-South 
dialogue; the degree tOWhich the Mexican and Canadian econ
anies continue to be CC111?lanentary, and the ideo-
logical carpatibility of their leaders at any given tille. 

Aworld in a state of flux and constant conflict of
fers both Mexico and Canada opportm.ities to seek nore 
significant roles in intematiooal politics. A strength
ening of Mexican-canadian relations is itself a devel
oprent which can further the achievenent of such roles. 
However, progress in these relations is itself vulnerable 
to changing political conditioos. 

In theory, a shifting glcbal environrcent offers Mexi
co and canada opportm.ities to achieve breakthroughs in 
their relations over the next decade. In practioe, how
ever, forseeable policy respooses by the United States 
will diminish those opportunities because such break
throughs are likely to affect its interests. 

During the 1980s Mexican-canadian relations are like
ly to m.dergo evolutiooary and gradual change. wtlile 
there is a clear willingness oo the part of both com.
tries to adapt to changing intematiooal realities, their 
darestic politics and other factors constitute majar con
straints against advocating dramatic change in the rela-
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ticnship. 
There are, :furthenrore, a number of reasans - histor

ical, political, econanic, and cultural -why Mexican
canadian relations may be expected to change only gradual
ly, particularly during times of turnoil and uncertainty. 
Hence, the set of factors that have shaped the relationship 
be~ Mexico and canaaa in the past will continue to be 
qieratiooal. 

The course of Mexican-canadian relaticns cannot be sep
arated fran lhited States foreign policy; their future 
evolution will be affected significantly by conditions 
arising fran interests defined mainly in Washingtcn. The 
degree of closeness and coqieraticn be~ Mexico and Can
ada will not only depend upan the course of Canadian-u.s. 
and 1-Exican-u.s. relaticns, but a1so upen u.s. policy re
spcnses to increased Mexican-canadian closeness. 

Mexican-canadian relaticns ultimately roa.y express them
selves as a recourse for irnproving Mexico's and canada's 
bargaining positicn and for reducing their dependence vis-a
vis the United States. An eventual Mexican-canadian tacti
cal allianae could involve a blending of greater eccnanic 
and political coqieraticn be~ them with nore naticn
alist and anti-Americanist foreign policies. 

In practiae, this allianae would result in policies de
signed to counteract Arrerican ef forts to present cbstacles 
for the relaticnship. It would not seek to exclude all 
Arrerican influenae on Mexico or canaaa. Such a task is al
nost aertainly beyond the capacity of these two countries, 
and may not neaessarily be in their interest. Rather, the 
allianae would seek to praoote Arrerican readiness to work 
toward viable soluticns a::nsistent with the interests of 
these two countries. 

Past experienae continues to daninate the thinking and 
to a::nditicn the acticns of Mexican and canadian leaders 
to such an extent that oontainnent of the U.S. has becare 
the major function of intematicnal law and diplana.tic 
practiae, an end in itself rather than nerely ene tactic 
am:ng many in the conduct of a foreign policy. 

This traditional, reactive, essentially negative at
titude must be replaaed by a nore spcntaneous and empirical 
approach if ~xico and canaaa are to exercise nore of the 
options becaning available to them. While the relaticnship 
with the United States was preponderant in the past and re
mains extrerrely irnportant in the present, Mexicans and Cana
dians must adopt a nore sophisticated and ccmprehensive 
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view of the world if they hope to take advantage of their 
interna! expansicn and of the evolving world cx:nditiais 
'Which have reduaed the :relative power positicn of the 
United States. 

Mi!xi.c:o and cariada shoul.d adjust to the propositicn 
that new ccnditicns :requi:re new awroaches. They shou1d 
folla,., a "grand strategy" of maximizing the advantages 
and minimizing the disadvantages :rep:resented by their 
proximity to the Ulited States, the escalating cx:nflict 
be'bveen the two supexpowers, and the intematicnal eco
nanic crisis. 

Prog:ress involves change, and change inplies cx:nflict. 
Mi!xi.c:o and cariada must be p:repared to live with the cx:n
flict that inevitably arises f:r:an changes in intematicnal 
poli tics and the world ecx:nany. Moreover, Mi!xi.c:o and caria
da must be p:repa:red to influence such changes positively, 
and to adapt their policies and :relaticns in ways 'Which 
take into account existing :realities and 'Which further 
their a,,in inte:rests. 



DISCUSSION 9/26/83 FIRST SESSION 
Cbainnan: Dr. Ian MacDonald 
Section 1: "Changing Intemational Relations in the 80s" 
Two papers we.re presented: the first by Prof. Jolm Holnes 
fran the University of Toranto and the seoond by Prof. 
Hunberto Garza Elizondo fran El Colegio de M§xioo. 

Prof. Qnar .Martínez Legorreta 
(El Colegio de ~oo} : 

Prof. Holnes's paper opens by reviewing what the intema
tional responsibility would be in the present conditions 
and how this responsibility is oonsidered by the super
powers and how it is viewed and exercised by the lesser pow
ers. Ckl this particular point there is a wide difference 
between how intemational responsibility is viewed by a super
power, or by a rniddle power, or, even, by a lesser pow-
er. A sense of intemational responsibility is largely 
built upan self-perception and experience in the role any 
givezi oountry is called upen to play in histo:ry and in pres
ent world situations, and there is a wide difference in 
perception of the seoanda:ry or other roles of other ooun
tries. Intemational responsibility is the concem oot of 
just ene but of all countries in varying degrees. For ex
anple: the intemational acmnuni.ty is made up ofa series 
of states and the superpJWers do tend to oonsider that 
there is only ene responsibility - which is theirs: to see 
that the arder and the relations of the intemational can
nnmi ty are achieved by what they oonsider the best neans. 

Sate ct:>untries think that intemational responsibility 

55 
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is of no cancero to them an.d that they can act as they 
wish regardless of others' opinions. In this respect, 
I entirely ag:ree with Prof. Holmas when he asserts that 
the declining hegenDly of the supe~rs an.d their in
abili ty to face that situation are elenents of ccnsider
able weight in the present critica! position. Cbce a 
certain perception of intemational respcnsibility is 
renounced it can only lead to greater diso:rder an.d to a 
state of anarchy. This is the worst thing that oould 
ha¡:pm to the "WOrld in the present situation an.d appar
ently this is the way we are heading. In this sense, 
allies in western and/or Eastem organizations, or 
blocs, are probably the first victims of the situation 
on each side an.d the role of tension easers they have 
so often played now appears as a series of independent 
noves instead of a ooncerted action. If they cannot 
ag:ree anongst themselves to seek an.d inplercent neasures 
an.d policies of restraint vis-a--vis the s~rs on 
each side, what can the lesser pc:MerS do? Nor are in
temational organizations of any use or influence in 
suggesting altemative policies if o:rder cannot be es
tablished within these groups. Unfortunately for the 
whole situation, restraint is becaning increasingly dif
ficult, particularly in the danain of strategy. cm
cem for innocent casualties is of little or no inpor
tance as the case of the Korean pl.ane recently dercon
strated. Undoubtedly, allies in both carrps are not 
only willing to put the brake an the headstrong super
powers but are also ready for sace sort of ooncerted ac
tian between the two carrps. It is in this field that 
the bold an.d imaginative actions an.d policies Prof. 
Holnes :requested can best be tried. 

Sane kind of direct, info:cmal ccnsultation, conver
sation an.d constant contact between Eastem an.d western 
groups within the fo:cmal franework of the intemational 
organizations can anly result in innovative neasures to 
defuse the crisis. To quite Prof. Holnes: "Ch that fun
darrental matter of self-interest the allies of the super
powers may well be nore than ever disposed to chal
lenge ideology with pragmatism," as is shown in the 
quiet contacts at the UN. If only for that particular 
pw:pose, this rrodest and d:>scure but effective policy, 
the UN and other ir1ternational organizations do play 
a vital role. If they did not exist they "WOuld have to 
be invented to provide contacts and c:::xmtal grounds for 
contacts. These q>portunities are even no:re difficult 
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to find as a crisis not only in the stratec;:ric but also in 
the eccnanic field oc.nplicates the situatian. certainly 
rore tllan one possible solution has failed because it 
would not take sufficiently into aceotmt either of the 
two carponents. Saretines, certain suqgested policies, 
oertain recamended oourses of action refer mstly, or 
anly, to tlle political side and neglect tlle econani.c im
plicatians, or vice versa. 

The picture Prof. Holnes presents of today's problem.s 
in tlle UN systan as tlle target of destructi ve bl.ows 
fran botll the U.S. and USSR. is unfortunately true, as 
we know. It would seen that the superpowers, having failed 
to transfolltl intematianal organizatians so as to enable 
tllem to shape a world order to their different tastes and 
perceived needs, are detennined to do away witll them. 

I agree witll Prof. Holnes when he says that the pres
ervation of the UN systan is essential for middle pow
ers to work. Middle powers can anly functicn if the UN 
system and other organizations continue to exist; if they 
-were not tllere, another system of a similar kind would 
have to be established. 

Prof. Hollres speaks of a role for friendly middle pow
ers in assisting tlle adjustnent of the superpowers to a 
new intematianal situation. There follows a list of con
ditions and requirenents: extre:ne patienoe and rrodesty; 
resistanoe to the superpowers and others. These condi
tians may saretines be extre.nely difficult to put into 
practioe, even for friendly middle powers, and so there 
is no hope, nor any positive action left for tlle less 
friendly ones. 

The situatioo Prof. Hollres mantions is one of can
plete disrespect and cynicism towards the UN and inter
natianal organizations and even conterrpt, as has been 
sh<Wl by the U.S. delegaticn to the UN with its grad
ual witlldrawal fran institutians witllin tlle UN systan. 
ene can cx:npare tllis witll the general attitude of the 
USSR delegation to the UN, which is less aggressive 
and perllaps rcore prudent. The blows struck by the U. S. 
delegatian against the UN are stronger by far and nore 
decisive tllan those struck by the USSR. I can well 
imagine that there may be a policy of "let them act, 
while we wait and see" an the part of the USSR. Thus 
they are being nore prudent, and the floor is left open 
for others. 

The present disrespect for intematicnal cansulta
tians and ccmnitnent may be new witllin the western canp, 
NA'IO and other places, but it is certainly not new 



58 RELATIONS BETWEEN MEXICO AND CANADA 

within the regional Ia.tin .American or .American organiza
tioos. The OAS is an example. 

The nenbers of the Atlantic allianoe ai:e IlOW' experi
encing what nerri:>ers of the .American organizatioo have 
loog been suffering; there is a g%'eélt lessoo to be leamt 
the:re. under these ccnditioos, :r:hetoric, bl.aned so much 
for so many things, is prabably the ooly thing left for a 
little faoe-saving, if nothing else. 

I 'WOUld like to underline and subscribe to the il'lplic
it hope of Prof. Holnes' words that even for that last 
:reasoo, that of face-saving, a major functioo of an inter
national institutioo such as the OAS could be that of 
attaining coosensus, even of risk.ing failure and the:re
fo:re sharing the blane, as loog as the:re has been carm::n 
standing en the basis of p:revious cansultatiens. 

We ai:e far fran witnessing such an attitude en the 
part of the u.s. vis-a-vis the OAS. It lNOuld be a 
pleasant surprise to discover a willingness to t:reat this 
organization roo:re seriously, as a regional :respcnse to a 
regional crisis - just as Dr. Holnes suggests. If ooly 
as a ccnsultative body, the OAS lNOuld have a great 
bearing on the solutioo of the crisis oo the Anerican con
tinent, mainly in Central Anerica. 

We then caie to the role of "canstructive appeasenent" 
that Prof. Holnes nentiened, as the obvious ane for the 
mi.ddle IXJWers like cariada and Maxi.co, which is the co:re of 
this paper as -well. He asks for a roo:re fl.mctionalistic 
approach and I 'WOUld interp:ret this as being the kind of 
ccnsideratioos and actioos which, tmdertaken jointly, can 
be the best or the roost fruitful for both COl.IDtries. 

The:re is need for roo:re local or :regional solutioos, 
cansultations, organizatioos, etc. Prof. Holnes has :re
marked that IlOW' bilateralism is ranpant because this seems 
to be the p:refer:red -weapcn or the best ¡:x:>licy suiting the 
inte:rests of these superpowers - much roo:re than the need 
for regional :respcnses and answers to this situatien. 

Prof. Holnes has made :referenoes, for instanoe, to the 
role in Asia of Japan, which -we all expect to be inc:reas
ingly inportant in ¡:x:>licies, as -well as in eccnanics; al
so to the vecy sucoessful ¡:x:>licy apparently followed by 
Asian countries in :regional crises, such as cambodia and 
Vietnam on the ¡:x:>litical and eccnanic, frcnt. 'lhis is a 
clear case of the sucoessful interaction of the t\<llO carpo
nents being taken into ccnsideratien by both parts. Asian 
countries have just been derconstrating their prudenoe in 
dealing with this matter. They approa.ch the crisis with a 
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kind of ccrcm:n policy and make recamendations to et.her pcM

ers outside the area, as to the best possible solutien for 
these types of prablems. By the sane token, we can think. of 
the Central .Anerican crisis he:re and the policy of the Ccn
tadora group: it provides the sane type of answer to a sim
ilar kind of situatien. 

In my opinien, the Ccntadora policy, which has had pos
itive s\JRX)rt fran Canada, would put that s\JRX)rt to bet
ter use if the:re 1Nere even g:reater involvenent en Canada's 
part in :regienal Latin .Anerican affairs. Of oourse, Canada 
is taking a no:re careful and di:rect awroach to the Cen
tral .Anerican prablem. The crisis is of such a natu:r:e that 
it will necessarily affect canadian interests and policies 
in the whole area and elsewhe:re; so Canada will have to 
take a closer inte:rest in seeking a solutien for these prc:b
lems. This does not neoessarily nean that this has to be 
ame throu:Jii Canada' s becaning a nember of the OAS. We 
can have canadian assistanoe in solving this problem, which 
would be in their inte:rest. Of all the middle ~rs in 
the world, Canada and Mexico prcbably occupy a mlique posi ... 
tien, as :regards their geographical proximity to aie of the 
superpowers. This, of oourse, calls for a special :relatien
ship of each aie with the u.s. - as Prof. Garza menticned 
in bis paper, this is the single nost inportant :relatien
ship for Mexico and Canada. This fact calls for a ccntinued 
effort to dilute ideology with pragmatism, as ment;i,aied by 
Prof. Holnes, both in bilateral policies and in the ccnoert
ed actien of Canada and Mexico, and even of the th:ree coun
tries together. This existing fact :requires a more inten
sive study of ways and means, again as pointed out by Prof. 
Holnes, either jointly or separately. It also calls for 
g:reater understanding betweerl the th:ree countries of North 
.Anerica and, for the purposes of this neeting, betweeri cana
da and Mexico. This colloquiun cama into being because of 
this need. The:re needs to be no:re energetic and self
confident multilateral diplanacy, which is recognized as an 
ideal role for the middle ~rs; in the p:resent situatien 
in Latin .Anerica :regicnal initiatives are a matter of ilrpor
tanoe. A g:reater Canadian invol venent in Latin .Anerican af
fairs can enly be brought about by ccnoerted actien. ene 
cannot think here, as Prof. Holnes prudently remarks, that 
it would ever be ccnside:red as interventien an Canada's part 
in matters en the OAS agenda. Canada is a part of the 
.Anerican ccntinent and anything that happens here now has a 
di:rect effect an Canada. Besides, as Prof. Holnes points 
out, we need to maintain g:reater check.s an the actians of 
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the supexpowers and those checks in our regien will neces
saril y have to be of a different kind fran nere criticism 
of U. S. foreign policy. A calStructi ve and finn joint con
frontatien can result in p::>sitive response, as 'W'9ll as less 
p::>siti ve enes. H<:Mever, that is a risk which can also be 
assUJred jointly. Sharing responsibility would be a new pol
icy en many fronts, nore c:arplex and delicate, but the pres
ent situatien requires those app:roaches. It is perllaps the 
enly field left for increasing oooperatian between ~oo 
and eanaaa of the kind Prof. Holnes demands, if 'W'9 want to 
shore up declining intematic:nalism, and also strengthen in
tematiooal organizations. 

Prof. Anare Dufour 
(!aval University}: 

I was really i.npressed by the fact that both papers had can
plenentary ccnclusions. They both reach the ccnclusioo. that 
Maxioo and canada have a jab to do in intematianal affairs, 
in ccx:>peratian, and that we may be exanples to other ooun
tries. 

In discussing a thene like "changes in intematic:nal re
lations," there is always a gap between progressive trends 
'W'9 may find in recent developrent and oonservative images 
that still influence our reacticns. For exanple, the pres
ent eccnani.c crisis is still evaluated by many in relatien 
to the Great Depressien. Soviet military influence is often 
judged in relatian to what 'W'9 rernenber, especially if 'W'9 are 
old enough, of Hitler's growing military power or of Chanber
lain's attitude towards Hitler, or of the European attitude 
towards this new power. 'Iherefore, if 'W'9 do not want to 
have autanatic reactions to intematianal prablems, we nrust 
destroy images, which often neans ignorance, by abtaining ac
curate info:rmation and by i.rcproving solutions and institu
tions at the intematienal level to a higher point of devel
oprent fran what 'W'9 have already achieved. 

Am:ng the streng reacticns 'W'9 heard after the Soviet at
tack. en a civil plane, 'W'9 heard references to an mcivilized 
act. It is in'portañt to have a referenoe to what we ccnsid
er as being an act of ci vilizatien, which neans that aromd 
the world 'W'9 must have standards, not always legal, not al
ways political, but noral - a rule of civilizatioo.. It is 
true, as Prof. Garza explained, that if a Wprld War started 
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tarcn:ow we would turn autanaticall y to the u. s. for protec
tion against Soviet attack but, should we define our lives 
only in view of this hypothesis, this possibility? we have 
sanething nnre to do, and, in this context, as both papers 
ha.ve shown, middle powers li.ke Mexioo and canaaa must give 
rrore support to evolving new international rules; then 
the supe:cpowers may get interested just because they may 
rely on law rather than force. When protection for vital 
interests is achieved we can then start to stimulate deno
cratic institutions, legal institutions and salve problems 
like the Iaw of the sea. 

In the context of the questions: what can we do or what 
can we imagine, what can we take away f:ran our own responsi
bili ty, I would like to bring up, as Prof. Holnes did, the 
exartple of the Falklands, the war between Bri tain and Ar
gentina. What is the place in such a context of this notion 
he presented as a problem of loyalty, on which side is the 
loyalty? 'lllis is a good point of discussion for both dele
gations. 

My next remark is on the resurgence of religious and cul
tural influence in world relations. After all, in the past 
decade, the oil crisis was an Arab crisis; it had an eoonan
ic and cultural background. In the sarne way the fact, for 
exanple, that Poland is catholic is not irrelevant to its 
place in the USSR's sphere of influence or lack of in
fluence; they do have sanething in a:.mion apart fran cxm
nnmism. Also the fact that Qaddafi or Khcmeini are Muslim 
is not irrelevant to what ha¡:pens in the Middle Fast. A 
last exarrple of this religious and cu1 tural influence is the 
fact that the Canadian presence in Central America is large
ly ha.sed on a religious connection. we can the.refore under
stand the radical difference in views expressed in the u.s. 
or in cana.da about Sandinists or about El Salvador. we do 
not rely on the sane info:r:mation and it is ircportant to see 
on American television channels what the Anerican govem
nent presents as being their info:r:mation or facts .md what 
canadian churches present as being their own infonnation; 
it radically influences public opinion t:owards these situa
tions. 

It is nontal, when people ha.ve what we call "bread and 
butter," that they turn towards ideologies, towards sedi
tious ideas like peace and the quality of life; they start 
to think of other things apart fran survival. 'lhat is why 
rrore and rrore ootmtries rnust ha.ve different opinions in ti'e 
world ooncert. 

we no longer face a problem of oolonization, which was 
the pc>st World War II problem up tmtil the 70s, but we do 
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ha.ve a pi:d:>lem of transfer of technology. This was brought 
up in both papers. It is :fundanentally a problem of knowl
edge and causes of oonflicts between oountries, as -well as 
within evecy oountcy. It is interesting to see, at the 
sane tima, the relation between these types of intemational 
cxnflicts and intemal pi:d:>lems: for example, in Canada, -we 
ha.ve oanf :raitations between the Eastem and the Westem 
parts of canada. we also need a North-South Dialogue be
cause develcprent in the Northem part of the countcy is not 
the sane as in the South and they ask for rore than sun. 
They faoe the energy crisis differently. 

we may therefore take these intemal pni>lems, see how 
we can solve them or why we cannot solve them, what institu
tions we saretimas rely on to build up new solutions, or 
even exchange ideas with Mexicans oo how they solve them or 
how -we can find new ideas and present them to the intema
tional concert. 

At the university level we ha.ve had, in the past, experi
enoes of technology transfer around the world, precisely 
with Mexican institutions. Ql the reciprocal basis these ex
perienoes brought inportant results: the links between re
search centres, like the aie -we have, and link.s between uni
versities roa.y bring new exanples of success in technology 
transfer. Both our countries are oandermed to irnagination 
in intemational relations and we could ha.ve the opportuni
ty of giving a good exanple of cooperaticn. 

THE FIOOR IS OPENED TO DISCUSSirn: 

Prof. Gabriel Székely 
(El Colegio de ~oo): 

I fully agree with Prof. Holnes' propositian that there are 
certain overriding tensicns now af fecting the prospects for 
the UN system to oontinue playing the positive role it 
has been playing in the past. It may be up to oountries 
such as Canada and Mexioo to make special efforts to dilute 
those tensions and to bring forth new ideas. Canada and Mexi
oo have played this role at the diplaratic govenmental 
level in the past, vecy successfully in sare respects, but, 
perhaps, not so successfully at the practica! level. It roa.y 
be t.ine to begin think.ing, as everybody in the world now 
agrees, that we have to stop the rhetoric and to care forth 
with concrete proposals on how to solve the disagreercents 
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that exist within the UN. Perhaps it is up to the coun
tries' universities such as ours and others like Brazil 
and Nigeria who have been key brokers at the goverrmental 
leve! in bringing North and South together to exchange 
views on the prospects for building a newworld order. It 
may be time for saoe of our universities to join efforts 
in saoe very specific a.reas of study whose pw:pose would 
be to make ver:y ooncrete and specific proposals, probably 
on two or three issues, that oould help officials negoti
ate better for these changes. 

llnfortunately this kind of exercise has been tried re
oently at two b.road levels: The Brandt Ccmnissicn experi
ence which was very good in tems of oaning to an agree
nent en general and b.road principles. However, if ooe 
wants to make sarething out of the Brandt Ccmnissioo. Re
port it is ver:y.difficult for the Southem countries to 
sit down oo.ce no:re and cx:nvince the nore powerful Northem 
countries that this and that change is desirable because 
no sucfl ooncrete proposals have been made. 

'!he Law of the Sea negotiations cx:nstitute ooe key ex
anple of the interactioo. between the academic and the dip
lanatic world in severa! natioo.s. They were sucoessful al
nost to the point of being signed as a world agreenent. 
''The Law of the Sea" treaty 's sucoess was partly due to 
this heavy involvement by academics who brought fcnward 
these f:resh ideas and notioo.s. So, why not begin thinking 
of saoe other very specific a:reas in which joint efforts 
beb.een universities of severa! countries would material
ize? 

Prof. R:lbert Cax 
(York llniversity): 

I shall start with the point Prof. Hol.mas made about the 
gravely th:reatened intematioo.al institutions. He has 
drawn up an agenda of basic issues which oould be a kind 
of ccmn:n progranne of ocncems arocngst us. It seems to ne 
that, in this :respect, the:re is a diffe:rence between the 
way in which the UN system is perceived by people at dif
fe:rent tines; there is the sense of the UN as a thing, as 
the entx:xli.Jrent of a set of rules, as an instrunentality 
for enforcing a set of rules and, in counter distinction to 
that, the sense of internadoo.al institutioo.s as the OfP)r
tunity for a política! process where ene cannot assune too 
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nruch in the way of camai rules,or capability of sustaining 
those rules. <:De has to assune that the purpose of the pro
oess is to arrive at agreenents and, perhaps, apart fran 
that, to establish sooe sense of a nore pennanent order. 

If you think back. to the origins of the UN, it was 
nore natural to assune that sense of the intematialal in
sti tutioos as the entxxlinent of an order in 1945, but all 
of the experience sinoe and particularly in the last t.\«> de
ca.des, not anly in the political sphere but in the econanic 
sphere as well, has indicated an erosion of those understand
ings about principles of order and that erosicn should not 
be the occasian for disillusianed q>t.i.mi.srn, as distinct 
fran pessimisrn, which leads to the kind of cynicisrn and :re
jection that Prof. Ho.lnes pointed to. It should be the ba
sis for an admittedly pessimistic appraisal of what is mate
rially possible, given the world's oonditicns, anda new de
tellili.nation to make the process of negotiations work as ef
fectively as possible, not to assune anything very much in 
the way of a pre-existing order. 

Within this frameti0rk there is a role for what I would 
ca.11 "ercpathetic neutrals, " in the sense of people wh.o are 
capable of putting themselves in the position of parties to 
a oonflict, understanding their fears and ccnoems and 
t:rying, by their ability to enpathize with each side, to 
produce a kind of prqx>sal that will, in sooe way, respand 
to these oonoems and distill a g:reater order out of oon
flict. The ercpathetic neutral is essentially an individual, 
not a count:ry, but there are certain countries that provide 
a greater opportunity for people who can perfonn this role. 
Hopefully Canada and ~co can be counted anongst these 
countries along with the Scandinavian and ICM Countries, 
etc. 

Insofar as we recx:ignize the pessimistic role of inter
natianal institutions as an cpportunity for dialogue, then 
there is great .i.rrportanoe in nourishing and encouraging the 
scope for this kind of activity. 

There is one point I would 1ike to press Prof. Ho.lnes 
on a little bit nore. It may not be a differenoe in views 
but a difference in the way of stating positions; this is 
with regard to our attitudes towards not so much the u.s. 
but the present American administration. I would certainly 
subscribe to your assertian that public denunciation is 
oounterproductive and is not the role to be taken; an the 
other hand, that should not neoessarily lead us to the idea 
that quiet diplcmacy of a nan-public character is the anly 
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channel. aie can leave qJen the questian: HCM far has in
fluenae of this kind, in effect, work.ed? This brings us 
back to the questien that Prof. Holnes opened on this prOO
lem: HcM best to influenae the u.s.? ene has to begin with 
the p:r:opositien that this current administration is obses
sively ideological in its way of appraising situations and 
that this ideology can lead to ruinous and dangerous over
sinplifications. 

Therefore, the ilrportant role is perhaps not so much to 
denounce Arrerican ¡;x::>sitions as to attarpt, in as friendly a 
way as ¡;x::>ssible, to expose the errcneous basis of the 
reasoning en which sare of those positicns have been taken. 
If ene starts with th.e sinplificatien that eve:cything is a 
manifestaticn of the U.S./Soviet cx:nfrantation, that evecy
thing is to be subo:rdinated to that, that this cx:nfranta
tien is to be peroeived in Manichean tenns as a struggle 
between good and evil and that, because of its being a 
struggle bet.ween good and evil, ene cannot trust or cannot 
frame any proaedures that bind the other side other than by 
a shCM of superior mi.litacy force. 

These kinds of sinplificaticns apply alm:>st indiscrimi.
nately to issues in various parts of the world and they 
lead to vecy dangerous situaticns. The way of oounter
acting them is to provide a better analysis which is oon
vincing to that part of Arrerican opinicn not inclined to 
acoept this exaessively ideological approach. 

There was a rather telling article in the current issue 
of "Foreign Affairs" by Arthur Schlesinger, Jr. who stressed 
this oscillation in Arrerican attitudes bet.ween the ideologi
cal and the pragmatic. We have a role in addressing Arreri
can public opinien, perllaps not directly, not over the 
heads of gove:rnmant, but in a way which is sufficiently 
qJen in public so that those who are of a pragmatic disposi
ticn can say: "~11, even our Canadian and ~can friends 
challenge the basis on which these oonclusicns have been 
reached" and that, in tum, neans that we must maintain the 
integrity of our intelligenae; this was a point that Prof. 
Dufour raised, of our own souroes of info:rmation. We 
should not allCM our judgrrent en these matters to be exaes
si vely influenced by the souraes which have becare the 
basis for u.s. policy. 

As a pessimi.st I remain sanewhat skeptical with respect 
to the dangers that will inpede our doing these vecy things. 
aie of these dangers is the inevitable linkage of issues in 
our own respective foreign policies vis-a-vis the u.s. Amer
icans are always telling us that there is no issue linkage, 
that we deal with each en its nerits; but, in fact, there is 
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always an issue linkage, even if it is nbt explicit, cnly 
in our ccnsciousness of the way we allocate our priorities. 

The fact that both our countries, as Prof. Garza man
timed in his paper, are really in the backwash of the u.s. 
eccnaey neans that a number of "bread and butter" issues 
are bound, at any given m::uent, to have priority over sare 
of the "WOrld security issues. In these issues we are, per
haps, nbt so directly invol ved as countries, and we may be 
inclined to mute our attitudes and our analysis of them 
whe:re they differ fran the U .S. in deference to the prior
ities of our imnediate ''bread and butter" issues. 

The other thing is that, particularly with :respect to 
Canada, we cannbt underestllna.te the extent to which our pub
lic opinion is culturally penetrated by the AIIerican analy
sis and the oversinplificaticn of this analysis. We the:re
fore have to hold a :rearguard acticn in defending the abil
ity of our CMn govenment to maintain this kind of arpa
thetic neutralist position on sane of these issues, to prove 
its capacity nbt just to accept the Anerican basis but to 
take a stand. The latency of public opinion is always saie
thing that is threatening this p:rocess. 

Prof. ~rald Helleíner 
(Uni.versity of Torcnto): 

I particularly appreciated the enphasis both speakers placed 
on 'l.>bat Prof. Holnes called. "I:esurrecting Mi.ddle Power Diplo
macy," specifically when the Canada-Maxi.co ccntext relates 
to our CMn perfonnance in a whole range of issues. The ones 
that interest ne the nost, because of the state of the "WOrld 
eccnany, are those in the sphe:re of the intematicnal, finan
cial and trading institutions. I would not go as far as 
Professor Holntes did when he said that the one area in 
which Washington, at present, coo.tinues ccnstructive leader
ship is in the financial institutions which have their head
quarters in Washington. Ti.ne has passed sinoe that was writ
ten but it derocnstrates that there is, in fact, no leader
ship in sare of the nost fundanental questions relating to 
the perfonnanoe of the fund in the bank. Pragmatically, if 
middle powers, who are those with the nost to lose fran the 
disintegration of instituticns like these, are to choose to 
exercise their power nore effectively, how, in fact, do they 
go about it? Prof. Sz&ely refer:red to a couple of possible 
routes and they deserve sare ruq>loration: one is sheer 
academic study on a oooperative basis in which, presumably, 
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others besides Canada and Maxi.co could get involved; in 
which there was not so much :research on new areas. There 
has been a lot in many of these spheres, as a search for 
mi.ddle ground. 

Another route which Prof. Székely rather downplayed 
correctly is the Brandt camü.ssion rrechanism in which 
there was a search for mi.ddle ground, but no ene asked for 
this group to oanduct their discussions, there was no po
litical content, no gove:rnnents had requested that this be 
dcne. In both of these nv::x1.els the outcate is perhaps use
ful and it roa.y influenoe public opinion, but in both cases 
there remains a snú.le without a faoe; you do need sene 
diplanatic and political way of getting at these matters. 

ret rre suggest another couple of possible m:Xlels for 
ccnstructi ve mi.ddle power inputs: ene is a ncdel in which 
I have reoently been involved, in which govemnents :request 
that nongovemment people fran a variety of areas, them
selves seek to reach a mi.ddle ground. In this instanoe it 
was Ccmn:lmvealth Finanoe Ministers who asked people, for 
obvious reasons fz:an purely Ccmn:lmvealth COtmtries, fran a 
whole variety of backgrounds (private, central and develop
nent bankers, a.c::ademi.cs of various types fran the North 
and South) to see whether they could find their way through 
sare of the financia! questions. What amazed rre and the 
other participants about this prooess was how far this 
group got in attaining a mi.ddle ground. They were the prag
matic searchers for a cx:npz:anise, who, because they were 
not bound by their own govemnents (sare interacted minimal
ly with their own govemnents) were able to engage in the 
new interchange and the horse-trading, to sare degree, 
which is required to achieve scnething. This can then be 
presented as a possible basis for a truly govemnental dis
cussion. It has other flaws; do not let ne suggest this is 
a perfect nodel, but this is a possible route which is 
superior both to the Brandt route and to purely academi.c 
ente:rprises. 

There is a fourth ncdel which struck rre foroefully in 
the run up to this week's IMF and W:>rld Bank meetings. 
The.re are not, at p.resent, structures which pennit mi.ddle 
powers to pursue their interests jointly, as the.re are 
structures for ofuer groups that do pursue their own in
te.rests. In the run up to the IMF and World Bank. meet
ings, the "Group of Ten" rreets and the senior officials 
ag.ree, to the extent that is possible to ag.ree in advanoe, 
as to their positions and the crucial questions. The "Group 
of 24" in the developing countries do the sane. The.re are 
sene other .regional groupings that ti:y to do the sane. The 
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Ccmronwealth group tries to do the sane but it is not 
structured apprq>riately for the pursuit of joint inter
ests. The point was made that all that Cax1ada and M:!xi.
co have in camon is their neighbour; in the case of the 
Camonwealth all that they have in camon is the language 
and sane other tradi tions, but i t is not a carm:mality of 
interests and there is therefore not so :rruch possibility 
for the achievenent of relevant sorts of carpromi.ses. 
'lhere is no occasion on the nm up to a serious meeting of 
this kind where Cax1ada, M:!xi.co, India, Sweden, or whoever 
(this is an inportant question: who is the middle power for 
purposes of this kind?) sit down at an intergovernrcental 
leve! to consider whe:re their interests lie. If there is 
such a thing as a "middle power interest" then, presunably, 
it is not perfectly realized if these powers develop their 
positions in separate blocs where they are on the periph
ery in both of thern. There is always a danger when one 
thinks of the endless numbers, ITO:re and ITO:re meetings, 
ITO:re and ITO:re ways of structuring things; but ei ther we are 
serious about a middle power joint interest and the "resur
rection of middle power diplanacy" or we are not, and, if 
we are, in sane of the crucial areas the structures for 
i ts pursui t do not exist yet. I wcnder whether I can srcoke 
out the speakers a bit on the question of whether they 
might-exist and what they might look like. 

Prof. John Holmes 
(University of 'Ibronto): 

If I suggested that the u.s. was still exercising leader
ship in the IMF and in the IBRD. I had no intenti.on 
of saying it; what I intended to say was that one got a 
feeling that the UN was irrelevant and they were not in
terested, they still tend to assurre that the organizations 
had a role, they were not very happy wi th what they were do
ing, rather that they were exercising leadership and that 
they would have seen for themselves, given the various bank
ing crises, that there was at least sane need far sane kind 
of intemational institution. 
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Han. Maurioe Dupras 
(.r.enber of Parlianent) : 

I want to follow en the :r:emarks made by Prof. Helleiner on 
intematianal institutions and the acadernic state in which 
both the UN and the OAS are finding thanselves. The 
survival of these institutions depends on the rniddle powers 
because they are the enes who need these institutions the 
:rost, not the superpowers. Maybe it would be to the advan
tage of ane of the two major powers if they were \'leaker 
than they are now. we, the rniddle power col.ll'ltries, must 
try to strengthen these intemational institutions and see 
that they survive and play the role that they were intended 
to play when they were first created. .Maxi.co and Canada 
have a oanm::n destiny in making these institutions work and 
that is why you will find in my papers that I support the 
novenent that wants Canada to becare a full nenber of the 
OAS. 

The political environnent makes it difficult for Cana
dians to be closer and to have a better ccmmmication with 
.Maxi.co. we shall have to SuntDl.ll'lt the differences in the 
political reality of both our col.ll'ltries. It is nru.ch easier 
and J'IDre natural for canadians to tum to the u. s. , France 
or the U.K. because of the siroilarity of our political en
vironnent. It is a little difficult and it requires J'IDre 
effort fran us to tum towards .Maxi.oo or other col.ll'ltries of 
the South, sinoe the political enviroorrent and reality is 
quite different fran that of Canada. I agree with Mr. 
Dufour when he says that \ole both, nevertheless, have suc
ceeded in denrnstrating that we can put nechanisrns in place 
in our particular col.ll'ltries to overcare sane of the diffi
culties. In Canada we have denonstrated that \ole can over
c:x::m: our donestic problerns, I speak of course of the lan
guage, the differenoe in languages; the regional, econanic 
disparities that we have, in a wey, elirninated over the 
last ten, fifteen years. If we can suncol.ll'lt all of our do
rrestic problems in canada we could, perhaps, be J'IDre active 
on the intemational scene and assist, along with other 
col.ll'ltries like .Maxi.co, in bringing this expertise to bear 
on intemational institutions, at least the two major ones; 
I speak of the OAS and the UN. 
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Prof. V1ctor L. Urquidi 
(El Colegio de ~co) : 

I have five points to make, starting with this expressicn 
of "sndting out," what does it nean? I hq;ie that Prof. 
Holnes wi.11 be nore ccncrete an ane or two questions that 
he raised, mainly hOlllT to influence the u.s. The u.s. is 
not cnly Reagan, look. back a little bit, look at carter 
and his administratian, look.at Nixcn's administratian 
with r:egard to Latin Anerica for exanple orto ~co. aa
latians beb.een carter and ~co were pr:etty bad and he 
did ver¡ little to inprove them after his initial "faux 
pas. " The stocy is that the Pope cane her:e and kissed the 
ground when he got off the plane and when carter cane her:e 
he kissed the subsoil, and that explains many things. 

My secood point is an the questian of how to influence 
the U .S. by middle powers. When you talk of ~co and Can
ada there is an assurption ther:e of synmetcy, but there 
is no such syrmetcy, i t is an asynmetric situaticn in which 
I am sur:e Canada has xoore influence, whatever it roa.y be, on 
the u.s. than ~co has or roa.y have. ~co today is in a 
very weak eccnanic and financia! situaticn which has to do 
with its ecanamic survi.val for a number of years and that 
certainly 11mi.ts ~co's policies and its dir:ect or in
direct influence through other natians and through the UN. 

'llti.rdly, it is ver¡ sad but the U.S. is ver¡ badly in
fo:ared an Latin Anerica, I mean pecple at large, and even 
an ~co. 'llti.s has been proved again and again in all 
kinds of surveys and discussians and that is a problem 
that affects, to a greater extent, the u.s. 's attitude to 
~co or the attitude in govenment and ccngress circles. 

My fourth point is that there is an awful. lot of over
sinp lif ica tian going on as has been nentioned here: North
South; South-South; these are just big sinplifications, so is 
East-west because of what was said about the changing re
latians within the East and also the attitudes of the West 
towards the East and the interdependence that has been 
cr:eated in the eccnanic sphere. Ther:e is a ver¡ strange 
arcbivalent relaticnship of East-South, the relations of 
the socialist countries to the South which is ver¡ selec
tive and also ver¡ hard to define in tenns of effective r:e
sults but it exists in the rhetoric and the politics. 'llti.s 
leads us to ask. ourselves seriously what are the regic:ns 
today, which have been :nentianed in the discussic:ns, what 
is Latin Anerica? We are in the process of eccnanic disin
tegratic:n, at present, with diverse intere"S'Es. The Falk-
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land ccnflict also showed up political divergences. we are 
also in the prooess of developing separate interests be
bleen the :rrore industrialized countries of I.a.tin Anerica, 
the rniddle I.a.tin Anerican cotmtries and the really ba.clc
ward countries that are falling behind, they are being 
left behind by ali kinds of circumstances. The Central 
Anerican case roa.y be the nost drama.tic. This is also true 
in other regions such as Africa which is the sl~st grow
ing area of the world today. There again you have the 
divergence bebleen leading African cotmtries and a rnass of 
smaller stagnant cotmtries with deep p:roblems even for 
nutrition, for their pecple 's :rrost essential needs. The 
Asian cotmtries also have divergences am:ngst themselves 
which are worth taking into account and they have this 
further problem of hCM to relate, in the Pacific Ccmnunity, 
to Australia, Japan and China and perhaps et.her cotmtries 
across the Pacific. 

You have to ask yourself what a region rreans, what a 
regicrtal grouping of cotmtries neans. I would like to bring 
to mind this phrase, which I believe was developed by a 
Dutch minister, on "like-rninded countries." Can we 
find the groupings? we will have to accept the regions; 
they do exist: there is the I.a.tin Anerican group in the 
UN, the African groups, etc. , but can we cut across all 
that at the sane ti.me and bring together "like-minded coun
tries" on certain issues as Prof. Helleiner was saying? 

Prof. John Holrres 
(University of Toronto): 

The trouble is that both Prof. Helleiner and Prof. Urquidi 
have provoked ne to think. of ideas I have not sorted out. 
Pei:haps I can suggest a dil.emna in iey mind: to begin with, 
Prof. Helleiner presents an extrerrely interesting idea, 
his suggestion that there was not a good place in the 
structure of the IMF and other places of that kind for 
the rniddle pa.,iers to get together and make specific pro
posals. ~ first reaction was: "Yes, that is a good idea, 
let us do it." And rnaybe it is, the slight doubt I have 
is whether in fact we want to make a rniddle pa.,ier bloc 
which would put up proposals, or whether our jd::> is leaven
ing. I am thinking of a ti.ne in the 50s when the rniddle 
pa.,iers, particularly in the association of the Secretary 
Ceneral, not just in the UN but elsewhere, were peculiar-
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ly effective, and I do not think we ever thought in terrns 
of a bloc. When we would try to do so there would be cx:n
flicting resolutions in the General Assembly that were 
absolutely inpossible to bring together and we were always 
scun:ying around, on Algeria and questions of that kind, 
trying to find sane kind of c:amon ground in a rreaningless 
resolution; on the other hand it does rrean sanething in 
the nature of a gesture. 

we have had two interesting cases where Canada and .Mex
ico or Canada and a Latin American country can be useful, 
one was the CIOC in Paris where Venezuela and Canada 
were appointed Chainnen. The cx:nference was not a total 
success; on the other hand I do not think it was attribut
able to the Cllainnanship; it look.ed like an interesting 
idea. Then the cancun conference where .there was sare
thing to be said for Mexico and Canada (Canada was a bit 
of a fill-in for Austria but nevertheless there it was) 
being useful because they did care fran different groups, 
two countries which had good relations, they could ta1k to 
each other but, nevertheless, what made them inp:>rtant was 
that one was a member of NATO and OECD and the other was as
sociated with the OAS and nore closely with the Third ~rld. 
I would like to hear sane pursuit of this. 

We have to think of a way of affecting the :aaaganites 
and hope that this was an aversion that would pass. This 
is the kind of optimism one needs. Practically all my Amer
ican friends think the same way we do on the subject and 
one cannot help feeling that there will be a shift to a 
better grasp. Prof. Urquidi is quite right in saying that 
a lot of the problems we have nCM did begin in the carter 
regirre. Mr. carter was percei ved nore favourabl y in cana
da than Mr. :aaagan although it is hard to generalize there. 
Nevertheless, he visited IOOSt capitals in the world but 
never went to ottawa. He was responsible, to a consider
able extent, for what I think still is the IOOSt offensive 
act to the u .s. , aside from walking out, that was the 
treatnent of the agreerrent on the East Coast fisheries, 
which he never managed to get considered in the Senate. Mr. 
Dupras would kno.v nore about this. 

Therefo::re problems do exist and this Arcerican disaffec
tion with intemational institutions has been growing and 
it is not just a matter of dealing with the p::resent situa
tian. Whether Canada has no::re influence than Mexico, I do 
not knCM, we are not terribl y popular ei ther, at the rrarent, 
for the sane sorts of ::reascns as have been pointed out. 
Linkage is sarething that exists, whether it is specific or 
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not, it is psychological, it is human and there is consider
able "WOrry about that. 

When talking about the regioos and disintegrati011s one 
is again prarpted to think in t'WO directioos. When I was 
loaking, within various regioos, for sc;me kind of evidence 
of influence 011 the major power, I was looking for signs of 
disintegrati011. I am not so sure we want the regions to be 
quite as closely-knit blocs as they have been; there is 
sacething to be said for their becaning a lot rrore flexible. 
If we want to de-bilateralize intematiooal politics there 
is a lot to be said for the flexibility of countries not be
ing too much attached to blocs; 011 the other hand, there is 
a ve:ry strong argunent that if one does not have certain 
voting blocs within the UN an anarchy will exist. 

During debates 011 the "Law of the Sea" 011e of the 
things I thought was the rrost fascinating and the rrost en
couraging was the way you have functiooal and shifting 
blocs -quite pragmatic. Canada, to a considerable extent, 
belooged to the Coastal States group: Australia, Brazil, 
Kenya, it had nothing to do with the ordina:ry kinds of 
alignments and then you "WOuld shift to another group. This 
seems to ne a healthy way of operating and the rrore you can 
get that kind of flexibility perhaps the rrore progress we 
can make. 

Prof. Theodor Cohn 
(S:inon Fraser University): 

I "WOuld like to expand a bit oo an issue raised by Dr. Ur
quidi and Prof. Holnes, relating to the questi011 as to how 
well placed both canada and Mexico are to be restraining in
fl uences oo the superpowers today. Prof. Cox talked about 
"bread and butter" issues with which they are concemed and 
I believe that both canada and Mexico are excessively con
cemed with these issues today. A trade report just caree 
out in Canada in which there is an alrrost carplete veering 
éMay in trade fran the idea of the third opti011 of diver
sífying trade relatioos and accepting the fact of coastal 
trade ties wi th the U .S. and certainly in tenns of Mexico 's 
foreign debt crisis and how it has affected use of its oil 
exports, etc. A questi011 can be raised whether both coun
tries, in sare ways, sean to be making efforts to rrove 
closer to the u.s. econanically. I therefore questi011 why 
there seems to be this optimisrn that we are so well placed 
to be the restraining influences. 
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Alonq these lines I 'WO.ll.d like to rais.e one other ques
tion and that is the issue about the middle pc:MerS which was 
raised by Prof. Holmes. I arn a li ttle oonfused as to where 
the in-between countries fit, those which are a step above 
the middle powers but are not supexpowers. In view of the 
aninous task of being a restraining influenc:e on the super
pc:MerS and the oonc:ern of middle pc:MerS, like Canada and 
~co, with "bread and butter" issues today, ~ 'WOul.d coun
tries in the European Camon Market, Japan, perhaps Olina, 
not be nore :cealistic, as restraining influences, than the 
middle powers? 

The last question I would like to raise is whether there 
has been sane confusion with the middle powers' desires and 
abilities. We therefore have the desire and the need for 
these international organizations alonq the lines of the is
sues I previously nentioned. I would question whether we 
are the ones m:>st able to be the restraining influenc:es just 
because we have these desires and I wonder if the issue of 
desire for these international organizations has to be sepa
rated in sane ways fran our abili ties 1 i t does not nean we 
are also the nost able to restrain the supeJ:pOWerS. 

A Canadian delegate: 

I just have a few remarks which really oontinue the line 
that was started cy Prof. Cox. I found ali of Prof. Holn'es' 
paper emi.nently sensible but I rrust say that the:ce we:r:e 
times when I wa.s reading i t when I had the feeling that he 
wa.s recc:mrenling a kirrl of fine tuning which just is not 
practicable in the international politics of the present 
day because of the structural transfonnation that involves 
a nuch higher, rcore significant role for danestic opinion in 
the whole area of international affairs~ '!he issues that we 
are confronting, such as between canaaa and the u. s. , and 
~co and the u .s., are largely products of the process of 
politicizing econ::mi.c relations which has been going on for 
a long time but which at last we have begun to notic:e and 
so pmoeed nuch nore clearly than we did in the past. ore 
aspect of that has oertainly been an increasing praninence 
of danestic p:r:essures that make oonsistency and predict
ability alnost wiattainable. 

Dc:mastic pressures really demaro. a nore publicly ra
tionalized stanc:e in foreign affairs. Our ~can col
leagues should know that in Callada there is a very strong 
feeling right IVtT that we should stand by the u.s. in thick 
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or thin. It is not likely that Canada and .Mexico, in the 
p:resent circumstances, could join in the kind of partner
ship that Prof. Garza nentioo.ed, which has even a slight 
cast of anti-Anericanism. The p:resent oppositicn l.earler 
is on record as having said that we should support the 
policies of the Reagan administraticn in Central Anerica, 
whatever they may be, that we should give a "blank cheque" 
to the u.s. in Central Anerica. However silly a :remark 
that might be, it reflects the deep and now increasingly 
pn:mi.nent current of Canadian opinicn. 

Datestic p:ressures can also work to make ne a little 
1eery of Prof. Holnes' :recamendations when they ccma to 
working with m.11.tilateral organizaticns. When ene loaks 
at the U.S. and NATO in the light of the present issue 
of nuclear IOOdemizaticn and the pla.cenent of Pershing 
Cruise missiles in Eurq:ie, ene can excuse the U.S. for tak
ing inter-lateral initiatives fran time to time, insofar 
as they could ha:rdly be said to have :reoeived a clear nes
sage fran their allies, when it is true that the request 
to carry out nuclear IOOdemizaticn anana.ted fran the West 
Gennans. The man, in fact, who articulated that request 
seems to have been spending the last six nrnths, since he 
left office, doing as IIU.ch as possible to put a good deal 
of light bebleen him and the policy. ccnsistency of ene 
lesser pc:x-<er is difficult en.ough but oonsistency of a m.11.
tilateral alliance has got to be seen as just inc:reasingly 
or dec:reasingly likely. 

The inportance of da!estic opinicn also a¡:.plies to the 
u.s. and here is whe:re I find it hard to accept fully the 
argunent for quiet diplanacy. It seems to ne that this is 
particularly so in the strategic realm which is certainly 
one in which Canada wants ver:y IIU.ch to influence Anerican 
policy in the a:rea of nuclear weapais. 

The policy-making process in the u.s. has beoate so 
rigid, so shot through with irraticnality, so inbued with 
strange identificaticns whe:reby, for exanple, the MX mis
sile beoates the kind of virility synbol for the adminis
traticn and is assessed an that basis rather than in tenns 
of its strategic and political inportance. The cnl.y wey 
to affect that process is going to be through sare kind of 
public forum. It may indeed be a ver:y good CO\.lllSel to sug
gest that public stances, which atbarrass the administra
ticn may entrench it in acticns \lbi.ch we do not like. This 
is of course a matter of tactics and strategy, like any
thing else, but quiet p:ressure is just not going to wo:r::k 
as well as it may cnce have done; indeed, our own govem-
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nent has, in areas sudl as the acid rain ccntroversy with 
the u .s. , gene public in a very, ve:cy substantial way 
even to the extent of allc:Ming officials to appear befare 
Amarican congressional ocmni.ttees., thus giving a great 
deal of tacit support to nongovernmental organizations 
that ccnduct ld:>bying operaticns in Washington and achieve 
ministerial pronouncenents that are much nore frequent and 
critical than they used to be. 

In overall tenrs, while this does not lead ne to doubt 
the eminent wisdan of the recamendaticns that Prof. 
Holnes has offered, they have to be qualified by a realiza
tion that anong the fundamental f actors overhanging cana
da-Maxi.co relaticns toda.y should be those of unpredict
ability and inconsistency, largely occasioned, arrong 
other factors, by public opinicn and that these should now 
be seen as parts of the structural elenents of the inter
national envirorment. 

Prof. Jorge Alberto IDzoya 
(El Colegio de ~co) : 

Since it is ~ inpressicn and also logical that the first 
neeting, the first session, sets the general frarcework fer 
the further discussicns, I would just like to make a 
couple of points that have already been nentioned but prob
ably in a different light. 

Firstly, I would recamend that we think twioe befare 
we call Maxi.co a middle power; I am not sure that \ve can 
handle the tenn. It may sound polite fer our canadian 
friends to call us a middle power but, in intemational re
lations, when you refer to middle powers you refer to cana
da, Sweden, Italy, Spain saretines, but not Maxi.co; fer 
this I would probably refer to canadian public opinion. Do 
you think that canadian public opinion would call Maxi.co a 
middle power? I strangly d.oubt it. Then I would fallow 
in the sane line as Prof. Dufour because there is a tenden
cy in academic rreetings to be polite and to start talking 
about camon interests and attitudes of both countries; 
this has been done and it is extrenely inportant. 

Ha,.,,ever, in the last ccmrents, it has care out that 
there are not that many carm:::n interests between Maxi.co 
and Canada. At a multilateral level certainly we, as t~
cans, tend to see Canada as a count:cy of the North and the 
gentleman talking just befare me said that Canadian public 
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opinicn has the tendency now to reinforce this view of them
sel ves as a nenrer of the western allianoe of which Maxi.co 
is not a part, in fonnal tenas, of NA'ID and certainly 
not of the basic defenoe structure of the u.s. I would ques
tion the idea that the Mexicans would go out and defend the 
western world in case of a general confrontaticn with Eu
rq:ie in the sarre way that the canadians would. The Falk.
land War is prd:>ably a good exanple that we do not share 
that much. I am rrentioning this because it is useful for 
our discussicns sinoe we are not governrrent representatives. 
Prof. Sz®rely nen.tianed that we should be pragmatic and, as 
academics, should contribute with creative thinking and we 
can probably discuss a number of attitudes that are not 
usually considered by governrrent representatives. 

The last questicn would be the ambivalent attitude of 
Maxi.can-canadian public opinicn t<'.Mards the u.s. especial
ly say in the north of Maxi.co and in the south of Canada. I 
am not too sure that everybody in M:!xico and in Canada is 
as anti-Anerican as sare people would like to think. In" 
M:!xico the econanic and the political crisis which it is 
going through is a ver:y caiplex prooess. There are many 
synptans showing that not eve:rybody is so anti-Anerican as, 
probably, say, the govenurent would like to think; this has 
inplicaticns for foreign policy. I have been supporting 
the idea, for instanoe, of a large public opinion poll in 
M:!xico as to the M:!xican-central Anerican policy of this 
governrrent, as to ha.Y far it would be supported by M:!xican 
public opinicn especially in sectors that are politically, 
econanically and socially of extrene relevanoe. I am not 
sure that there is as large a consensus as was traditional
ly thought; ene of the basic elenents of Maxi.~ foreign 
policy was the idea that it had the largest national con
sensus behind it in tenas of the action of the federal 
governrrent. I am not ver:y sure that this is the case today 
essentially in basic issues like Central Anerica because of 
the econanic and political crisis we are going through. 

Probably the anbivalent attitude of a large part of pub
lic opinion, in the case of Canada, can also be the case in 
the Maxi.can situaticn. There may be contradictor:y signals 
caning fran our public opinion vis-a-vis what we can do in 
relatian to our extrerrely carplex ties with the u.s. and, 
in that context, with Canada or other rniddle ¡:x:Mers. 
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Prof. Zavis zeman 
(Institute for Research on Public Policy, 'lbronto): 

I am '1eJ:Y pleased to see that we are getting cfoser to the 
''nitty-gritty" of the debate, once the niceties and diplo
matics are over. I wou1d like to add one elenent which 
seems to ne to ha.ve been :relatively slighted over and that 
is the Pacific c.cmnunity. 'Vbat role \olO\lld the Pacific Can
mmity play in the futu:re of both our C01.IDtries? A lot of 
arphasis has been put on the U.S.-SOViet relationship, but 
the U. S. -Japanese relationship also exists which may be 
nore in;x>rtant for us in eoananics. Perhaps the role of 
Japan and the Pacif ic Asian world should be added on the 
agenda for the next two days. 

Prof. David Pollock 
(Carleton University, Ottawa) : 

It has been a very full and substantive noming and I would 
like to make a ocmrent of slight levity just to :really make 
Il\Y point. '1hei:e is the story of the UN staff rnember who 
triwed on the 38th floor and fell over the side. ene of 
his oolleagues on the 19th floor looked out and saw his 
friend in the air and said: "What in the world are you do
ing out there?" and the chap in the air said: "So far, so 
good." I am a little concemed that there is a feeling of 
:inp=IDling and inexorable chaos and doan and there is not 
much -we can do but watch the figures, ourselves included, 
flying over. I am very rnuch aware of the c:cnplexities and 
the crisis natu:re but I wonder whether we cannot spot sare
thing positive. In the light of the new words that we have 
been hearing this noming I have ooined Il\Y own of ''wistful 
optimist 11 which I would like to call Il\YSelf. I foun.d six 
points emerging fn::m the speakers and the questions that 
give ne sare wistful hq:>e that we are not spiralling inexo
rably without control: 

1) we must link political or security issues wi.th eco
nanic and devel.cprent issues. 

2) we must link diplanatic efforts wi.th research7 the 
Brandt Camlission was utilized like the prove:tbial bee 
which stings once and tllen dies. 

3} we slx>uld strengthen existing institutions and not 
c:reate new ones. 

4) we focus on specifics in contrast wi.th generalities. 
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5) We ask ourselves ~re could middle pov¡ers find mid
dle grotmd - the ooncept of the ercpathetic neutral. 

6) The acaCemics could provide sane backgroUnd docu
nents for the policy-makers and I am not so su:re the:re is 
not a role he:re for such backgrotmd documantatian for coo
c:rete policy. 

Iet us just take th:ree points that cama up: regional in
stitutians versus local institutians, versus strenghthening. 
What do we nean by regional? What do we maan by middle :¡;x:M
ers? What does the like-minded ooncept nean in that 
app:roa.ch? What about the CIAC and the other e:xperiencies? 
We could focus in the sama studies an ways to strengthen ex
isting institutians in oontrast with c:reating new anes. 
He:re, another questian carne to It\Y mind: Is there a p:rocess 
we could use to meet with other middle powers, however de
fined? Not to c:reate new institutions to meet with the 
Swedes or the Dutch or whoever we might think are elegible 
for the title of middle power. 

Seoandly, it would be extraordinarily useful to have a 
study made an the extent to which the u.s. might want to 
use the Cootadora group; not today but maybe taiorrcw, maybe 
befare the electians. It might be possible that the u.s. 
may find a way not to send a rep:resentative to its next 
meeting. I should like to explore that possibility. Though 
the u.s. "WOuld be the last to admit they seek altematives 
that are not necessarily negati ve. 

we perhaps could the:refore look at what could be dooe by 
canada, maybe a study, a mini Marshall Plan an the eoananic 
and social :recoostructian of Central Anerica, when and if 
there is stability. Have it :ready then, not start it then. 

To finish off en eoonanic issues I "WOuld li,ke to add 
that I believe that there are camaialities. Iooking at 
trade debt and technology transfers, ali of which cama in 
today, ane can see that there are enoIItOUS identities be
tween Maxico and canada and others. In canada we look at 
.Mexico, Brazil, Argentina, Venezuela and suddenly canadians 
are aware of the fact that the system of which they are a 
donar is in great crisis. SO we are aware of the debt p:rolr 
lem but we have not really thought about what we should be 
doing about it. 

Finally, en technology, there are no two eotmtries in 
the "WOrld that \\U\lld be m::>re anenable to paying practica! 
attentian to what should be the cootents of a code of coo
duct en transnaticnal enterprises than canada and Maxico. 

I do sense the difficulties that have been posed and 
the feeling that the 'WOrld is in an East-west, North-South 
downtum but I am not so sure that there is not sane ground 
for wistful optimism. 
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Mr. David Hilton 
(Bank of NóVa Sootia) : 

We Canadians want to be the good guys, the boy scouts, the 
interveners, we want to find the middle way, we also ~uld 
like to be applauded as we do that. Mexicans are by and 
large, in many of their interventions, saying they think 
there is a role there. Before we do break our elbows pat
ting ourselves on the back we should think about the con
sistency of our policies in those forums where we, as na
tions, have had influence and power and our great role as 
multilaterists there is sanetirnes lacking. 

My own country's influenoe has waned in the camon
wealth Caribbean, particularly; our interests have not been 
maintained to the sane extent that they were historically. 
We have been quite prepared to wash our hands of respon
sibility in that area, especially in the arrount of repre
sentation we give those countries that we sit with in the in
temational financia! institutions. Likewise Maxico's 
track record in the Inter-Anerican Developrcent Bank has not 
been sparkling, at least the interest with the smaller coun
tries in South Anerica has always failed sarewhere after 
they have been able to take their own bit off the top of 
the progranne. 

The point that I am making is that yes, we are multilat
eralists and we really do have a great interest in making 
sure that there is a multilateral system. We use that for 
our own benefit and we have to be ve:ry careful, particular
ly in our dealings with the developing cotmtries, that we 
have scme consistency, and that in those areas where we do 
have influence and pa-.er we should at least act with 
equanimity as we do when we ~r:ry about our relationships 
with the superpowers. 

Prof. Humberto Garza 
(El Colegio de México) : 

We should differentiate beb-ieen the multilateral leve! con
cerned in ~can-canadian relations and the strictly bilat
eral leve!. The multilateral level offers far rcore op
portunity for cooperation and interaction than the bilateral 
leve!. In this last point it is the specifics of econanic 
cooperation, specifically trade and oil, trade on the part 
of the Canadian fancer and oil being provid.ed by ~co, 
that is providing concrete points of approaching each other. 
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As far as the definitien of canada and Maxi.co as middle 
powers or lesser powers, this has been the outccne of 
loaking for I!Dre cc.m:ron interests or for a middle groi.md to 
bring the two countries closer together. But, irrespecti ve 
of the way "middle powers" are defined, I believe that it 
was not a self-definition by Maxi.co, it was not a definition 
that was originated by our decision-makers but it was sooe
how inported f:ran the politicians and the sociologists of 
the u.s. who, at the point of the Maxi.can oil boan, considered 
our country a viable middle power. 

Prof. Jdln Holnes 
(University of Toronto) : 

I have been accused of exoessive optimism. <:ptimism is an 
instrurrent of policy; I was just as pessimistic about what 
we could do as anybody here and I entirely agree with all 
the :reservaticns. I just do not like the idea of sitting 
back and doing nothing. What I was really trying to do was 
to find out the kinds of things that we might try to do 
specifically as Maxi.co and canada, as middle powers or what
ever we are, I do not worry about categories, and the last 
thing I "WOUld want to suggest is that both our countries are 
going to save the world together; I was trying to tlúnk of 
little things we can do. I arn sure that the larger part of 
the European carmunity has a tranendous anount to do, so 
this was an idea of salvatian. 

I would also like to renounce th.e view -I think I have 
a fairly good record he:re as having canbatted it for a long 
time- that Canada has a divine mission, as a middle power, 
to nediate in the world; this is entirely mistakcn. But 
should we be bedevilled by a debate about quiet or loud 
diplamacy? You have to calculate whether it is going to be 
quiet or loud, depending en which kind works. 

Prof. Helleiner was right when he expressed problems of 
Canadian public opinion, the difficulty of fine tming. I 
aro very well aware of the attitudes that he exp:ressed and, 
perhaps, I was-a little hesitant about :recamending that we 
denomce the u.s. because this would go against scrce kind 
of specific and pragmatic criticism of U.S. policy. I 
would like to see this en certain occasians, but great 
rhetorical denmciations of Atrerican imperialism are not 
only unwise but they would not work in the u.s. and the ca
nadian public would not like them. What we are trying to 
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do is pick out certain areas where \<Je mi.ght be useful and 
whatever shifts there rnay be in canadian q>inian it general
ly would be quite happy wi.th canadian professianal diplanats 
who would be doing what they can in intematianal institu
tians to tJ:y to relieve tensicns and c:cne up with the kinds 
of ideas, the sort of things that David Hiltcn was talking 
about and that Prof. Helleiner has in mind. You would get 
passive support. 

Furthenoore, I arn worried about the word anti-Aneri
canism because it is a rather dangerous attitude which is 
loose in the world but it nrust be distinguished fran 
specific criticism of Anerican policies. 

Finally, Mr. Hilton roa.de a very good point and it has 
worried many peq>le. It is terribly easy to do these things 
rlletorically such as in the North-South discussian, it is 
not at all difficult to make a very good speech about the 
rich and the poor not being able to live together, etc., but 
one has to be cansistent, one has to do things so as to be 
influential. 
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CHANGING INTERNATIONAL ECONOMIC 
RELATIONS IN THE 80S* 

Gerarld Helleiner 

1. lNTROOOCTICN 

'1his acoount of intemational eaonanic relations has only 
two main points. '!he first is that roughly forty years 
have passed since the founding of the Brettan w:xx1s insti
tutions and the GM'I', a period during which there have 
been both ranarkable eooncmi.c growth and e10:mous changes 
in intemational power relationships and the functioning 
of the \llOrld econany. '!he \llOrld econany is passing 
through the m::>st difficult period since the Second W::>rld 
war; indeed, there are many who 'WOUld say that it is very 
far fran through its difficulties as yet. It is undoubt
edly time for a majar review of the ~rld's.intemational 
econanic institutions: for what many are nt:M calling "a 
new Bretton w:xx1s. " 

'!he seoond point is that snaller and middle-sized pow
ers have the m::>st to lose fran weak or disintegrating in
temational ecoranic arrangercents. '1hey are typically 
m::>re deperilent upan the effective functioning of intema
tional markets for goods, services and capital; and suffer 
the m::>st fran externally created eaonanic shocks. At 
t:ilres of overall instability they face the greatest uncer
tainties. In particular, they risk nultilateral, nondis
criminatory and transparent arrangeoonts being replaced by 
the rule of the powerful. on the basis of whatever princi
ples they find at any particular time to be expedient. It 
is especially :inp:>rtant for middle powers to find ways to 
pranote their interests in a stable and equitable intema
tional eaonanic arder today, when sane of the majar powers 
have acx:¡uired governments aggressively antagonistic to tra
ditional nultilateral and intemationalist approaches. 
Fran these two points, which I propase to develop, follow 
certain fairly obvious conclusions for countries like Mexi
oo and canada. 

* See Prof. Helleiner' s opening caments in Discussian 
9/26/83, SECDND SESSION. 
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2. Cl!AN~ IN '!HE WORID ECCNOOY 

The trat.ma of the Great Dep:ressicn and the Secand World War 
imbued the gove:rrments of the Allied PC7tlers with unusual vi
sion and dete:anination with :respect to inte:matianal ecc:r 
nanic affairs. Taking a much longer-tem view than is nor
mal in such matters, they set about constructing an intema
tianal frarrework that would reduce the risks of cumulative 
downward spirals like the ene that they had just experi
enoed. The :result was a p:roposed tripod of inte:maticnal 
instituticns - the Intemational M:lletary FUnd, the World 
Bank and the Inte:maticnal Trade Organizaticn (ITO). Nei
ther for the first nor the last tima the U.S. Cmgress, 
failing to ratify the Havana Charter, p:revented the full :re
alizatioo of far-:reaching inte:mationalist innovaticns, and 
the ITO never happened; instead, a seccnd-best substitute 
toak its place, the GM-r, which, rather than being an insti
tution lik.e the IMF and the Bar1k, cx:nsisted of no irore than 
a multilateral oontract covering a particular (fairly nar
:row) range of trading issues. 

Few 'WOuld maintain that the IMF, the World Bank and the 
GM-r (which henceforth I will :refer to as the B:rettan Woods 
institutions) have net all of the aspiratioos of their orig
inal architects. But the world ec::anoow did experience a :re
markable period of rapid growth, expanding inte:mational ex
change, and :relatively full enploynent in the industrial
ized countries in the 25 years following the Second World 
War; and the B:rettan Woods institutians can sha:re sare of 
the credi t. The IMF' s exchange rate rule inparted a degree 
of order to inte:maticnal m::netary events - if cnly by :re
minding members of the inte:maticnal ccmnunity of ag:reed 
nonns; and it provided limited am:runts of short-tenn c:redit 
to countries in temporary balance of paynents difficulties 
to :reduce the lik.eli.hood of their :resorting to "nea.sures 
destructive of naticnal or inte:mational prosperity" (Arti
cle I). The World Bank di:rected lang-tenn credit which pri
vate markets would not othenrise have provided, first to 
the war-devastated a:reas for their :reoonstructioo, and then, 
as now, to the develq>ing countries for their overall growth 
and developrent. The GM-r generated a series of tariff bar
gaining rounds that :resulted in ve:cy substantial :reductions 
in tariffs on manufactu:red products in the industrialized 
countries. Perhaps equally inp:>rtant, its basic principles 
of nondiscrimination, multilateralism and transparency 
-even wheh abused in practice- set standards against which 
the trading practices of individual member countries we:re 
judged. 
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Ali three institutions adapted to internatianal change 
CNer the postwar period; as their membership expanded, new 
problems energed and new approaches had to be devised. But 
n:me of them -were ~ at the centre of global decision
making in their areas of responsibility; in a \\10rld econany 
made up of sovereign naticm-states of vary.ing size and in
fluence, the imependent decisions and policies of the Great 
:EOwers (and particularly the u.s.) remained the key elements. 
M:>reover, the cbarxJes in the -w:>rld ecxmany have been so rap
id and so great as to outstrip the adaptive capacities of 
even the I1DSt flexible international machinery, and this ma
chinery was, in fact, no less creaky and slow to resporo 
than any other. The 1970s and early 1980s have been char
acterized by severe disorder in the lllterna.tianal ecxmany, a 
diso:cder that has generated uncertainties that have inpeded 
efforts to get "on track" aga:in, and sapped confidence in 
the stability of the systan itself. '!be uneven signs of 
global i::ecovecy are still far fran reassuring as to the 
medium-tenn or longer-run global prospects. Who anong us is 
confident that exist.ing international ecx:manic machinery 
will get us safely through to the end of the century - with 
the provision of adequate internatianal liquidity, SlOOOth 
adjustment to irreversible eoonanic change, confidence in 
f:inancial. systems, r:easanable overall stability and gi:owth, 
and equitable shar.ing in the fruits of such progress as the 
-w:>rld continues 'to enjoy? Do \lle not need now to reassess 
the adequacy of the Bretton WX>ds systan, as adopted, and 
reccmsider the :requirements for international eoonanic 
order, not to speak of CNerall progress? l-fust \E continua 
to back into the future, one crisis at a tille? 

Anong the major areas to which an OV"erall review of in
ternaticmal ecx:manic arrangeoonts :must devote attention (and 
this is not an exhaustive list) are: 

(i) the inplications of the vast increase in the degree 
of internati.bnal ecx:manic interdependence that has resulted 
fran natianal liberalizations of international exchange and 
increasing "c.penness"; 

(ii) the adequa.cy of exist.ing arrangeoonts for the pro
vision of internaticmal liquidity, and in particular the ap
propriate role of the ccmmercial banks therelll; 

(iii) the-new salience of energy issues at the interna
tional leve!, and particularly the desirability of nDre sta
ble arrangeoonts for the pric.ing and supply of pet:roleum (as 
W911 as other pr.imary cnllllodities) ; 

(iv) the deteriorat.ing environment for international 
trade as non-tariff neasures, often discriminat.ing and ad hoc 
in character, take over fran tariffs as the key governrnental 
influences on its stability and pattern; 
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(v) the adequacy and stability of arranganents for the 
international flow of long-tenn develqnent capital; 

(vi) the stability and appropriate aligment of inter
national exchange rates and :JIDre synmetrical mechanisms 
for balance of payments adjustnent; 

(vii) the emargence of a IYDre cx:rcplex and rm.lltipolar 
world econany, in which universality of participation ImJSt 
sanehow be conbined with appropriate division of responsi
bility and with efficiency in new, credible fo:tmS of "glob
al management" and ~sharing. 

3. MAJOR ISSUES FUR REVIF.W IN '!HE INI'ERNATICNAL EXXtD1Y 

(a) Taking Acoount of Increased Intel:dependence 

The fact of "international interdeperx:lenee" has becane sare -
thing of a clicM in the industrialized countries in recent 
years. But this reflects the undoubted fact of eno:mous 
changes -as world trade grew in the quarter-century 1950-1975 
at about double the rate of growth of world production; 
liberalization of exchange controls generated truly interna
tionalized JIDney and capital markets in which vast cross
bo:rdei:" flows take place around the clock. in a variety of 
closely interrelated ''markets"; transnational oorporations, 
based in a growing number of countries (including developing 
ones), integrate their worldwide operations within their 
own internalized planning systans; and in a whole variety 
of other areas -space, the oceans, the environment, data 
flows, etc.- the resolution of policy problans is irrp:>ssi
ble within traditional national boundaries. 

Whether in industrial policy or JIDnetary affairs, pollu
tion control or the enoouragement of local culture, govern
mants -even the JIDst powerful- can no longer act indepen
dentl y of the actions of their neighbours. '1he interna
tional :iraplications of datestic policies I'IUlSt increasingly 
be considered by national policy-makers, particularly by the 
JIDst influential in the global eoorany, at the sa:rre time 
that international constraints and influenoes nrust increas
ingl y be taken into acoount in the fonnation of datestic 
policies. Despite the new pervasiveness of such policy "ex
ternalities," JIDst decision-making continues to be done at 
the level of national governments. At a min:imum, regular
ized international oonsultation and ooordination in trade 
and financia! affairs is increasingly necessary. The roa.in 
instrurrents to this end so far are highly selective and im-
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perfect - within the O.Em, the BIS, and the Western Ecx:r 
ncmic Sunmit, rather than in nore IIUll.tilateral l:xxlies. 
Proposals for an Eoonanic Security COuncil or saoo other 
regular IIUl1. tilateral forum cx:mbining the mandates of the 
IMF, the ~Jorld Bank ard the GATl' deserve further careful 
oonsideration. In the i:reantirre, an llrnediate start 
might be made by increasing the frequency of the neetings 
of the Inter.im Cmmittee of the IMF while expanding the 
fonnal participation and servicing role for these meet
ings of the GATI', the W::>rld Bank and the UNCI'AD, each of 
which at present does its own independent reviews of the 
changing state of the \IOrld ecx:many. 

(b) Irrproving the Mechanisms for the Provision of Inter-
national Liquidity 

Arrangerrents for the provision of international liquidity 
have been a recurring source of ooncern over the past 15 
years or so. '!he unsatisfactory character of the U.S. dol
lar-based system led to the creation of the IMF's special 
drawing right (SDR) at the end of the 1960s and an agree
nent to phase gold out of the liquidity systan ard make 
the SDR the central reserve asset in the early 1970s. In
ternational liquidity creation during the 1970s and early 
1980s however, was, if anything, even nore sporadic and 
unpreclictable than previously. '!he SDR acoounted for less 
than 3% of total \IOrld reserves at the end of 1982, ard al
locations have for the m::rrent ceased. The principal sour
ces of expanded liquidity in recent years have been the 
increased prioe of gold, holdings of which \\'ere highly oon
centrated in a relatively few industrialized oountries, 
and accelerated increases in holdings of national curren
cies, pr.imarily b.lt no longer quite so overwhelmingly the 
U. S. dallar. The trerrendous increase in international lend -
ing by carrnercial banks in the 1970s added to the "effec
tive" available liquidity, at least for those oountries 
that the bank regarded as creclitv.urthy. '!he unreliability 
of this liquidity systan has been drama.tically denonstrated 
during the past tv.u years as foreign exchange reserves have 
fallen (non-gold reserves fell by 10% in dollar tenns fran 
1980-82), the a:mrercial banks cut their international lend
ing to a trickle, and energency shor'f:-tenn creclit arrange
nents had to be oobbled together by the IMF, the BIS, the 
u.s. and other governnents, together with the larger canrrer
cial banks. The inequity of the distrib.ltion of expanded 
international liquidity had already been evident before the 
current liquidity "crisis": nmltilaterally created sources 
of liquidity (SDRs and other IMF drawing rights) were held 
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back because of the "adequacy" of tx:mnerci.al sources, leav
ing the less creditw:>rthy (the :r;xx:>rest) without the share 
with which the intemational oarmmity had agreed to provide 
them in the Bretton Woods arrangements. '1be reoent camon
"Wealth report* puts the need nr:>st succintly: 

"A stable, open and equitable intemational.eco
nanic systan depen:Is upon the availability of 
adequate liquidity for all its member countries. 
Machinery for its provision is a furdamental :re
quirement of an effectively functionin]' interna.
tional nr:>netary systan. • • If there is to be in
creased stability and predictability in the pro
vision of intemat:ional liquidity, the nr:>st ob
vious mechanism :for doing so is through the lMF 
which was originally established, in large part, 
for that very purpose.. • Not only m.ist the 
longei:-tenn decline in the relative inp:)rtance 
of M'-created liquidity be arrestad, but con
sc:ious effort must be expended in o:rder to restore 
and consolidate the lMF in its app:ropriate place 
at the centre of the global liquidity systan. 11 

(e) Seeking Greater Stability in Intemational Oil (and 
Other Ccmoodity) Markets 

Disruptions in intemational oil markets were major destabi
lizing elanents in the \llOrld eco~ of the l970s. ~ has 
been clear eoough in other international primary ccmoodi.ty 
markets, it is not easy to arrive at pric::e stabilization or 
supply-security arranganents. It is nevertheless now quite 
clear that the current degree of instability and unc::ertainty 
in oil markets is enonoously damaging lx>th to exporters and 
inp:)rters. Sudden shaJ:p changes are not the aily means of 
achieving medium-tenn and longer-tenn adjustments. In can
nr:>dity markets, as in foreign exchange markets, there is 
much to be said for "sooothing" changes and minimi.zing the 
prospects of periodic ºcrises." It is ob\Tiously inpossible 
to forecast or prevent the market effects of political dis
turbanoes such as the Iranian Revolution; tut it \llOUld be 
\llOrth another b:y at :reducing unnecessary unc::ertainties of 
rore "convent:ional" origin. 

* Towards a New Bretton Woods (IDndon, Septanber 1983) 
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Present circumstances may be propitious for serious die
cussions between oil .inp:>rters and exporters, as short-tenn 
price prospects are 'W'lusually unoertain and new energy in
vestors in the North have aa;¡uired an interest in higher 
and predictable prices. Many \\Otlld say, along with Keynes 
at the tinv3 of the first Bretton Woods conference, that the 
oosts of pointless volatility in other camcdity markets 
are also high. Sane of them have again in the last few 
years been dem>nstrated. Despite the tmdoubt:ed difficulties, 
there ratiain good reasons for seeking to sm:x>th major prima
ry camcdity markets and to su¡;p:>rt the real value of export 
earnings in the poorest COl.mtries. 

(d) Rebuilding the Trade Regilre 

The GM'l' has never been as strong a part of the international 
eoonanic institutional machinery as the Bretton Woods archi
tects originally sought. Major gaps in coverage were left by 
the political processes of the 1940s and not least by the 
final defeat of the rro: trade in agricultura! products, re
strictive l:usiness practices, state trading, international 
cx:moodity trade, non-tariff measures affecting trade. As tar
iffs on manufactured pi:oducts cane down, new fonns of non
tariff measures became increasingly .inp:>rtant, and, despite 
valiant efforts in the Tokyo Round, adt:qUate new codes gov
erning their use have not yet materialized. Those negotiated 
in the GA'.rr ranain full of ambiguities and, in any case, have 
not been accepted by a majority of menbers. The crucial 
"safeguard" clause oontinues to be disregarded, and efforts to 
refonn it have c:are to nought. At the same tinv3 other new is
sues have arisen for \\hich the GM'l' had no provision: trade 
in se:r:vices of various kinds, intra-corporate international 
traéle, trade-related investment policies, etc. Sane of these 
have been taken up in other UN forums with oonsequent juris
dictional disputes and oonfusions. 

In the w:>rds of the 1982 c.arrtDn\..ealth report on protec
tionisn: * 

"International trade today is evidently in large 
part not governed by the principles and rules 
fODillllated by the original negotiators of the 
GM'l'. A high proportion of trade takes place on 
a basis other than that of unoonditional m.f.n. 

* Protectionisn, Threat to International Order (IDndon, 1982) 
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tariffs; discr.im:i.nation is found both at a general 
leve!, as beDleen different 'tiers' or trading 
blocs (the OEDJ, the EEX::, etc.) and selectively, 
in respect of particular oountries and indus
tries. '1here is wholesale a1::use or evasi.cn oot 
only of GATl' principles b.lt even of prescri.bed 
Gl\Tl' rules, particularly in respect of quanti
tative restrictions; there is growing resort to 
non-tariff mea.sures for mich there are no GATl' 
rules. Bilateralism has been substituted for 
the envisaged IlUll.tilateral approa.ches to trade 
negotiations, policy debate and dispute settle
roont. As non-tariff mea.sures have proliferated, 
the transparency of trade barriers has been re
ducecl, making m:>nitoring, surveillance and as
sessnent of effects much nore difficult. In 
general, iruch higher p:roportions of internation
al trade are being 'administered • and 'managed • , 
both by govenmental and private transnational 
actors, than the original negotiators antici
pated ... 

The perceived inadequacies of the GATl' -or sane 'WOuld say, 
unwillingness, on the part of signatories, to take on the re
sponsibilities as \'Jell as the advantages of the agreanent-
have k.ept large numbers of oountries (including, of course, Mex
ico) out of fonnal participation; against 146 manber ooun-
tries in the IMF, there are only 89 signatories to the GATI'. 
W3akness of the institutional machinery together with increas
ing pressures f:r:an xoore difficult world econanic circumstances 
have bred increasing uncertainties regarding the future of the 
trade reg.i.me. Even in the oountries traditionally ItDSt sup
portive of liberal trading principles, protectionist pressures 
have been rising and the value of the GATl' has increasingly 
been questioned. ''What' s in it tarorrow for us?" has increas
ingly been the question asked by national policy-makers (and it 
is too frequently incorrectly answered) rather than ''What's in 
it for the 'WOrld over the longer-run?" 

In the current recession the llllks between trade policies 
and financia! issues have been dramatically evident, as coun
tries struggling to service extemal debt face increasing pro
tection against their exports f:r:an the creditor oountries. In 
sane instances debtors have been advised, under threat of with
held credit, further to liberalize their .inp:>rts while there 
\'Jere oo corresponding pressures upon creditors; fortunately, 
this narrowly conceived and dangerous advice was infrequently 
accepted. Rarely ~ trading and financia! issues adequately 
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discussed in an integrated fashioo, since neither at the 
national nor the intemational leve! were instituti01S, 
departnents, ministries, or conferences typically struc
tured to prarote such integrated app:roaches. 

If there are prcblems relating to the capacity of 
the trading regine to handle the disputes of the 1980s 
and 1990s, those nost affected are likely to be the 
smaller, weaker and mte trade-dependent cnntries with 
the least capacity to defend themselves in a disordered 
'WOrld. 

(e) The Need for Increased rong-tenn Capital Flows for 
Develoµnent 

If develcptent is to continue in the less develq>ed parts 
of the "WOrld econany, there must be a stable and substan
tial intemational flCM of loog-tenn capital in support 
of the p:rooess. The risks of lIDdue reliance upen short
tenn finance of the kin.d which c:x:mnercial banks typically 
provide have been made painfully evident during the past 
year. 

Special refunding arrangenents may be necessai:y to 
f~ the "WOrld ~ of the "overllang" of inappropriate 
short-tenn debt, although hCM to apportioo their oosts 
and benefits remains tricky and controversia!. Whether 
or not such arrangenents can be agreed 01, inappropriate 
aCClElllaticn of short-tenn debt must be prevented fran de
veloping again. This will invol ve a relative increase in 
the role of loog-tenn capital flows in the trc;msfer of re
souroes to developing cnntries. 

An intemational regine supportive of looger-tenn pri
vate flows to the c:x:mnercially creditworthy "WOuld involve 
neasures relating to bcnd :markets, new capital mazket in
strunents, the rights and cbligatioos of direct foreign 
investors, and an expanded role for official intemedia
tioo, prabably through the World Bank group. At present 
nost cbservers see direct foreign investnent as the nost 
likely fonn of expanded lcng-tenn flows for develcptent; 
but the:re are major prcblems surrotmding this fonn of in
temational interactioo, and it will be a great challenge 
t0 achieve an appropriate balance between borrcwers and 
lenders in this sphere. A stable and effective regine 
for transnational productioo, investrnent and technology 
flCM would constitute a major .i.nnovatioo deservi.ng sub
stantial intellectual and political inputs. 
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At the sane ti.ne, stable flows of long-teJ:m capital 
must also be made available to countries for whidl the 
tellllS of oc:rmercial credit are inapprq;>riate: the poo:rer 
and least developed, particularly in trq;>ical Africa. 
Official develcp:oont assistance is least likely to be en
cumbe:red with political oonditiais and tying provisioos, 
and is llDSt likely to be apprcpriately distributed as be
tween countries, if it is p:rovided through nrultilateral 
bodies like the IDA, the IFAD and the mDP. M:>:re reli
able or even autanatic mechanisms for the provision of fi
nanoe for such purposes are ultimately to be sOU]ht; and 
the full participatiai of all nembers of the intematioo
al cx:mrunity in burden-sharing, oo sana orde:red and pro
g:ressive basis, is another cbvious objective. In the 
neantine traditiooal 11targets 11 need to be :refined, ncn
ito:red and systematically assessed oo a :regular basis in 
such a way as to shaJ:pen their 11teeth. 11 

(f) An I:mproved Regine for Exchange Rates and Balance of 
Payments .Adjustment 

Perllaps the íoost discussed and nx>St evident change in in
tematiooal financia! affairs sinoe B:rettoo Woods is that 
of the exchange rate :regine. üverrigidity, failures to 
ag:ree as to adjustment :respansibilities, and periodic 
"crises 11 led to disenchantment with the B:rettoo Woods ad
just.nent peg system during the 1960s and its eventual 
abandaurent in the early 1970s. While rrore flexible ex
change rates clearly have sana major advantages over the 
p:revious peg systan, they ha.ve brought unexpected problans 
aloog with them. It is also inportant to :recognize that 
the majority of IMF nembers c:cntinue to peg their cur:ren
cies, usually to the U.S. dollar but also to other major 
cur:rencies and, inc:reasingly, to the SDR or other cur:ren
cy baskets of their own choice. 

Short-te:nn volatility and prolooged periods of appar
ent mi.salignnent of the major cur:rencies ha.ve now brought 
disaffectioo with the new exchange rate :regine. Volatili
ty in short-te:nn rates aoes not appear to ha.ve caused 
g:reat prcblems for larger intematiooal business or larger 
oountries, but it has undoubtedly caused increased costs 
for small fi:ans, and prd:>lems of :reserve and debt manage
rcent for smaller developing oountries. Despite :repeated 
:reminders fran the IMF and other quarters of the problems 
c:reated for smaller oountries by key cur:rency instability, 
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and the need for technical assistance to help them deal 
with them, many ocntinue to experience serious difficul
ties. 

Generally calSideJ:ed rore serious, ha..iever, is the 
prablem of nedium-tenn misaligrments of major currencies, 
in the sense that their values do not oorrespcnd to those 
appropriate for aqreed cun:ent account cbjectives; in par
ticular, real (inflatien-adjusted) exdlange rates have 
been sustained for lalg periods at levels whic:h do not re
flect countries' overa!! intematicnal carpetitiveness, 
with resulting hannful effects upen camercial policy and 
the pattem of investment decision-making. The problems 
of key currency exdlange rates are ultimately attr.ihltable 
to the new facts of free intematicnal capital roovenent, 
vast aqglaleraticns of capital available for short- and 
nedium-tenn intematicnal deployment, and reduced inter
ventien in foreign exdlange markets en the part of nale

tary authorities •. Sana have attributed the prd:>lems to 
marlret uncertainties as to govenmental J'OC'lletazy actien, 
inplying that J'OC'lletazy authorities should stay out of for
eign exdlange markets entirely; but this view, even in 
Washingtm, is losing credibility. Few would want to 
tum bac:lc the clock en intematicnal m::bility of capital. 

There are sare signs of increased·coqieratien anaig 
the nv::netazy authorities of the major currencies (the 
five in the SDR basket) , and even of multilateral in
volvenent, in the fonn of the IMF' s Managing Director, in 
their deliberaticns. Exchange rate coqieratien can cnly 
suoceed as part of a wider package of coqierative arrange
mants in IOClletary, fiscal and camercia1 policies. Macro
eccnanic CCDSultaticns anaig the major powers will prd:>a
bly, in any case, have to be regularized and systematized. 
Target zaies for real effective exdlange rates, and ac
tive IMF surveillance and adviso:ry activity in exdlange 
rate and related policies, could be important elellents in 
an irrproved intematicnal nv::netazy regine. While the 
need for "glcbal" macroeconanic managanent is already 
evident, it is inportant that sight not be lost of the 
need for effective multilateral participatien therein. 
The effects of the policies of the major pa..iers upen the 
rest of the world are so great that the rest of the world 
nrust have sane input into their discussien and fonnula
ticn; this is neoessa:ry both for their prd:>able efficien
cy and for their eventual legitimacy. 

The IMF's carmi.ttee of Twenty in the early 1970s ex
plicitly reoognized the need for JIDre syrmetrical balance 
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of paynents adjustnent arrangenents and even offered suq
gesticns as to possible neasw:es to enploy against reluc
tant surplus oountries. These constructive approaches have 
been allowed to fade into the background during the past de
cade. But the bitter disputes over IMF candi tionali ty have 
underlined the need for a Jrore appropriate balance of pay
nents adjustment regime, and a Jrore credible and effective 
IMF role in its support. 

(g} Inproved Intematiooal Decision-making .Mechanisms 

At the time of Brettm Woods, there were mly 40-odd par
ticipating oomtries (23 signed the original GATI'}, and 
the influenoe of the u.s. was clearly daninant. Today's 
lNOrld is ccnsiderably Jrore carplicated. The independenoe 
novenents in the Third World brought :much greater numbers 
of oomtries to intematiooal bargaining tables; and, in 
reoent years, these oountries' oollective i.np:>rtanoe has 
risen to the point where their interests cannot safely be 
ignored in global deliberatic:ns. Arocng the major westem 
oomtries, the daninanoe of the u.s. has been reduced by 
the rapid growth of westem Europe and Japan; whereas in 
1955 the U.S. acoounted for an estimated 40 per cent of 
global output, by the 1980s its share had fallen to 22 
per cent. Further carplicating intematiooal ecxnani.c ar
rangercents have been the changing pattems of East-west 
:relatic:ns; many centrally planned ec::cnanies have been :re
establishing ec::cnanic ties with the west, and retuming 
to the GATI' and the IMF/World Bank in reoent years. Uni
versality of participatioo is an i.np:>rtant d:>jective of 
intematiooal ec::cnanic arrangercents, and efforts nrust be 
made to a.ccx::mtOdate divergent policy practioes within the 
qieraticns of multilateral bodies originally c:reated en 
the basis of liberal market assunptions • 

.Reoent efforts at North-South dialogue have not been 
encouraging. Nor have East-West relatioos reoently looked 
very pranising. r.t:>re encouraging has been the growing 
oooperatioo of the major westem powers in Ec::cnanic Sum
mi ts, and wi thin the CECD and other bodies. But it 'WOUld 
be a i;>:rofound mistake to build purely upon these sources 
of strength, within the group of nore like-minded Westem 
powers, neglecting the rest. However difficult it may be, 
efforts nrust be made to build inproved and l.miversal mul
tilateral instituticns for the managercent of global eco
nanic affairs. 
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The agenda for intenlaticnal ecal.anic refonn is lcng 
and cx:nplex. The intematicnal eccnanic issues to be re
solved. are themselves interc:amected, neoessitating a 
holistic franework within which specific matters can be 
individ.ually addressed. The fo:cmula of "gld:>al negotia
ticns" has lost credibility en all sides, and is too as
sociated with so-called ''North-South" issues. But sare 
fonn of universal and overarching discussicn and i;x:>licy
mak.ing p:rooess is what is now required. A carefully 
plarmed ~rld Econanic COnference -a "new Bretton Woods"
may afford the beacon now required to p.rovide focus and 
a sense of overall directicn. The planning p:rooess for 
such an event would undoubtedly be of greater ultimate 
significanoe, however, than any worldwide conference 
could now be. A p:rooess of discussicn and negotiaticn of 
the many major intenlaticnal eccnanic issues now before 
the world eccnany is what is required, whether or not a 
major world ccnferenoe actually ever takes place. Such a 
p:rooess should generate changes in the practioes of exist
ing instituticns, altering governnent ¡;x:>licies, etc. as 
it goes. Fran the experienoe of such relative sucoess 
stories as the Law of the Sea ccnferenoe(s) and the IMF's 
camuttee of T\t.ienty in the early 1970s, and the relative 
disasters of sucoessive lN ccnferenoes (including those 
of the lNCI'AD), sare l.esscns can be drawn. What is re
quired for relative "sucoess" is high-1.evel ¡;x:>litical can
mit:nent; acticn orientaticn; careful and detailed techni
cal preparaticn through working groups, etc. prior to 
large-scal.e "public" ccnferenoes; representative rather 
than universal org:anizaticnal fo:rms of discussian with 
suitable mechanisms for maintaining contact with those 
not directly involved. While at an appropriate ¡;x:>int it 
might be sensible to ccnduct a major world ccnferenoe, 
the details of timing, agenda, and irodus operandi should 
themselves be am::ng the matters for CITScussicn and resolu
tian within the prq:iosed p:rooess. The "new Brettcn Woods" 
should therefore be seen as the initiaticn of a negotiat
ing process involving a reexamination of the global fi
nancia! and trading machinei:y in the light of current and 
prospective neec;ls, a process to be undertaken in the sane 
spirit of optimism and creativity as characterized'the 
preparaticns for the original Brettcn Woods. 
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4. A IDIE FOR MIDDIE PCH:~? 

Mi.ddle powers and smaller countries have much to lose fran 
:instability and unoertainty in the world eocnany. Typical
ly ncre vulnerable to intematicnal. "sh.ocks" than are .the 
larger pa.4ers, they are also less capable of generating 
their own independent laiger-tenn growth. Stated ncre pos
itively, in an increasingly interdependent "WOrld, they are 
am:ng those with the greatest relative opportunities fran 
a smothly-functiaiing system. 

Mi.ddle powers and smaller countries also have much to 
gain fran multilaterally agreed intematicnal. eccnanic ar
rangenents based fimly upen known rules. In intematiai
al affairs just as in local cxmm.mities, disorder and 
breakdown in agreed behavioural nonns 1eads to bullying 
and the rule of the ncst powerful. Rules, unless they are 
grossly unfair in the first place, are li.kely to protect 
the -weak. 

Blocs within the intematiaial system -whether based 
upen regicnal., functicnal or ideological considerations
may serve saie useful pw:poses; as a basis for overall in
tematicnal eocnanic arrangenents, however, they are li.ke
ly to land middle powers and smaller countries in the 
greater powers' spheres of influenoe. The overall individ
ual· interests of middle and smaller oountries are alnost 
oertainly best preserved in multilateral arrangenents in 
which their oollective interests and stJ:ength have to be 
taken into account. 

These oountries are therefore ncre li.kely than larger 
powers caisistently to favour multilateral approaches to 
conflict resolutiai and dispute settlemant; openness and 
transparency in the ocnduct of intematicnal. eccnanic af
fairs; nondiscrimination as a fundamental principle of in
tematicnal. eocnanic relatiais; and risk avoidanoe in 
tenns of gld:>al eccnanic managenent. Their self-interest 
is ncre nearly ooincident with the general interest than 
is that of the Great PaNers upen which the key decisiais 
ocntinue primarily to depend. Illustrative of this :Eeal
politik is the fact that the ncst vigorous current expcnent 
of "a new Brettai WOods" is the othe:r:wise ver:y caiservative 
Prine Minister of New Zealand. 

There is much to be said, in general, for develq>ing 
ocnsultatiais and cocperative eocnanic and political ar
rangerrents that cut across traditicnal allianoes and trad
ing blocs. Apart fran offsetting traditicnal biases in eoo
nanic infrastructure, and in patterns of trading and finan
cia! links, they are also likely to reduce the risk of ossi-
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fied habits of thought. Fresh new initiatives at the in
tematiooal leve! are as likely to emerge fran increased 
ccntacts anong "middle" nerrbers of different blocs, as to 
sare degree they already have in the carm:nweal.th to which 
canada, New Zealand, India and Nigeria all belcng, as fro.rn 
Great Po.ver deliberaticns. 

In the present world cirCUII5tanoes, there may be par
ticularly great opportl.llrities realizable fran a rrore con
scious banding together of middle and smaller pa.vers. The 
intematicnal eccnany is in a state of ccnsiderable disar
ray and even disrepair. I have argood that it urgently re
quires the initiatioo of a prooess of negotiatian for re
fonn. The current leadership in the Western world (nota
bly in the U.S.) is mfortunately not apparently in the 
IlOOd for such an initiative; if it \olere agreed, it is not 
entirely clear where the Reagan administratic:n would want 
now to lead such a negotiaticn prooess. Reoent and cur
rent u.s. ¡x>Sitic:ns en the replenishnent of Im, the ap
propriate size and character of World Bank and IMF activi
ties, the I.aw of the Sea, the management of exchange rates, 
the consideratic:n of internatianal effects in the develcp
rrent of darestic macroeconanic policies, East-West trade, 
and a host of other areas are profomdly antithetical to 
the views of the majority of its own (increasingly dis
tressed and embarrassed) allies. But the alnost oertainly 
tarporary lapse of vision and leadership in the u.s. should 
not hold back the required prooess of change or inhibit the 
developrent of the negotiation prooess required for its 
achievemant. It must begin, with or without the u.s.; and 
it must proceed constructively in one forum or another, with 
or without the u.s. 

'As the roost "peripheral" of the rrembership of the West
ern Eoonanic Sunmit, canada may have a particular respcnsi
bility to "represent" the mrepresented there. 'As an im
portant nerrber of the G-77 and the initiator and host of 
the canetm Surrmit, Maxi.co may have an equivalent role to 
play in the councils of the South. At all events, canada 
and Maxi.co both have much individually to gain fran encour
aging the early initiatian of a carprehensive review of 
the existing internatianal ecxnanic machine:ry. Together 
with other middle pa.vers in both North and South they 
might \olell now seek to push the world in the directian 
that the rrore pa.verful have not at present the wit or the 
vision to see it must go. How they and others might begin 
to do so, if there is agreernent that they should, I shall 
leave for the colloquium to cxnsider. 





CHANGING INTERNATIONAL ECONOMIC 
RELATIONS IN THE 808 

Víctor L. Urquidi 

The paper that you have befare you was written last March 
and many things have happened since then. I have used it 
because it tries to encnrpass my vie¡{ of the intemational 
eoonani.c situaticm and its changes. We tena. to put too 
much enphasis cm the financia! crisis and also cm solu
tioos to that crisis, laying aside, even fargetting, sare 
of the deeper structural prd:>lems the world is ooncemed 
with. 

At the recent World Eccnanic Congress in Madrid orga
nized by the International Eaonanic Association, which was 
typically a "scientific" oonference, with a great many is
sues being discussed relating to structural change, inter
dependence and develcpcent, the nedia focussed a1m:>st ex
clusively cm the intematiooal recessicn, the likelihood 
of U .S. recovery and the financial problems of the Third 
WOrld. No one seems very interested, fran the point of 
viEM of public opinion, in the deeper questicns of adjust
mant which both developed and developing countries have to 
cope with. '!'hose tapies were discussed at the Congress 
but they were not newsworthy items, for we also had sane 
conpetition fran the Korean plane incident and the Madrid 
Security Conference. 

This rcoming. discussing the intematicnal political 
situation, much rcore inportance seems to have been attached 
to eccnanic factors than befare in the managenent .of the in
temational political soene and in the general situation. 
How may we pinpoint those eccnanic factors that are signifi
cant? ()le, certainly, is the degree of fluctuation of the 
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main econanic elenents: trade, prices, exchange rates, in
terest rates, and the vast increase and suelden curtailment 
in liquidity through the intematicmal banking systan; sec
ondly, the focxi crisis which attracted rnuch attention in 
1974, inmadi.ately after the first oil shock when the So
viet Union suddenly had to purchase very large anounts of 
grain. 

Eoonanic thinking, whether in the industrialized or the 
developing countries, was not attuned to dealing with such 
sharp, rapid fluctuations. Just think of the increase in 
the price of oil and of the fluctuations, just nentioned by 
Professor Helleiner, in the prices of rnany basic products. 
I.ook at what has happened to exchange rates in the last 
three years; when the u.s. ~t off the gold standard of
ficially, in 1971, tliere was sare control, but recently 
there has been no intematicnal regulaticn of exchange 
rates. The IMF has missed the boat. The shiup changes in 
real rates of interest which have affected the indebtedness 
of the developing COlU'ltries very seriously, and the float
ing rates, were unthinkable a few years back. 

If you add to all that a clearly ''man-made deflaticn" 
in scrce leading industrial COlU'ltries, certainly in the U.S. 
and followed closely by three or four European mambers of 
the CECD without thinking, perllaps, of the inpact this 
would.have on world trade and the situatian of the develop-
ing countries, you have, in the ccmbinatian of factors, an 
extrenely dangerous situatian resulting in very negative 
trenas all around. Sare of the rnanifestatians are evid.ent 
in the acute protectiooism which is being practiced. by all 
the leading industrial countries or in the nan-opening up 
of prani.sing markets like the Japanese. They are reflected 
also in the drying up of soft loans, oancessicmal lending, 
the financia! flows that Professor Helleiner was referring 
to, and in the loss of influence of the multilateral agen
cies. The IMF, the World Bank, and the regional banks have sim
ply not been able to replenish their resources, and the 
SDRs have a.1.nost been forgotten and the f ield left open to 
the ca:mercial banks. 

These events have led to a general poiscning of the at
nosphere for intematicnal eoananic cooperaticn. This has 
been discussed in rnany intematianal reports, perhaps the 
nost outstanding of which is the Brandt Ccmn:i.ssion study 
that took over two years to catplete and has had sare im
pact, at least en the press, etc. , but very little an gov
ernnent policy. Last February cama the secand Brandt re
port, called the Brandt .Menorandum, which updated the is-
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sues and looked I1D:re closely at the irrpact of the :rec::es
sionary policy followed by the industrial countries. But 
it fell carpletely flat. The:re is very little else, ex
c::ept for sare :reports by groups of eccnanists in the u.s. 
and other places. A :report was issued by the t:N Develop
ne:nt Planning Ccmnittee a few m::nths ago. However no ane 
seems to be paying much attention to all these reports. 
Even the sunmit meetings have not :really produc::ed any
thing in spite of the grand designs of sare of their rrem
bers. 

The cur:rent intematicnal dep:ressicn, which affects 
deeply the industrial structw:es, affects :relative econan
ic power in diffe:rent parts of the world. Industries 
have been bec:an:ing absolete in many industrial countries 
and g:reat efforts a:re made to protect them rather than to 
:restructw:e them, although I :reoently :read of a major ef
fort in the Federal Bapublic of Gennany to put much pub
lic m::iney into a :restructuring of the steel industry, 
which is inte:resting caning fran a country that keeps 
telling you that matket n:echanisms should do the jcb. 

You have the i.npact of the microprocessing :revolution 
applied priricipally at first in Japan and of rcbotizaticn, 
en the EEC countries and en the U .s. Dislocations a:re 
caused by the sudden penchant fer Japanese cars and fer " 
many products of ef ficient nodem industry because the 
oonsuaer seeks out the best and the cheapest in spite of 
protection. 

In the developed countries rigidity is being c:reated 
by the social security systems and, sarething which I do 
not underline enough in ~ paper but which cane out in the 
discussions in Madrid, by the fact that :real wa.ges in Euro
pean countries and in the u.s. have been inc:reasing all 
along and have been acting as a disinoentive to investrrent 
in the light of the anti-inflationary policies, the high 
real inte:rest rates, etc. 

Not eve:ryane would ag:ree with the enphasis I put on 
t.he anos rac::e as a way of di verting :resourc::es away fran 
sare of these structural change issues and fram the devel
o¡mmt problems of the "WOrld, and contributing to the 
ve:ry large budget deficits which in tum a:re partly :relat
ed to the high inte:rest rates p:revailing especially·in the 
u.s. and :reflected in et.her countries. 

In the developing countries I find a w:ry diffe:rent 
situation fran the last dep:ression, because of the appear
anc::e of the newly industrializing countries (NICs) which 
have followed mainly inp:>rt substitution policies -fer 
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exanple, in Latin Anerica, Africa and sare of the Asian 
countries- behind high tariff s and every type of non
tariff p:rotection and inducenents. A great many of these 
industries are sinply nonc:iarpetitive internationally. 
They are not efficient. There are sene exceptions: Korea, 
Taiwan, Singapo.re and a few others, which sare eoooani.sts 
like to point to as the proper wey to industrialize, oon
trasting it much too sharply with the inport substitution 
strategy. To develc:.p export industries, first you have 
to substitute inp:>rts; it is part of the p:rooess. But 
those countries have been aggressive in their eJ!pC>rts and 
have invaded, to sare extent, sare of the softer markets 
of the develc:.ped countries, thus leading to the accusatiai. 
of creating unenployneit. I have seen studies .reoently 
by an Australian ecanamist .reviewing the whole situatiai., 
saying that it is inpossible to prove that any of the un
enployneit in oertain a.reas and industries of the U.S. is 
due to inp:>rts fran the develc:.ping countries. Uletrploy
nent is due to m::>.re general .reasons of policy. 

Am::ng the changes in the develc:.ping countries is the 
rapid inc.rease in populatiai. versus food supply. Also, 
the developing countries have a kind of tine banb ai. 
their hands, in the sense that the pattems of industri
al develcprent being follc:Med are not labour-abso:rbing, 
but .relatively labour-displacing. 'lhi.s can be slightly 
pape.red over as long as the countries are expanding very 
quickly, but when you .reach situations like those of the 
last few years in which expansion is much slower, then 
the underenployneit and en;:iloyneit problems loan nore 
sruuply. 

I shall now .refer to the energy problem which Profes
sor Heilleiner also nentiooed. Sare countries have been 
lucky in being nenbers of OPEC and participating in what 
we.re for them favourable aspects of the oil boan, with 
enlarged exchange availabilities to finance develcprent 
and enhanced liquidity. When in 1978 we we.re discussing 
the inpact on ]éxico -it was only five years ago- one 
of our leading eccnanists said: ''The extemal financing 
oontraint has disappeared, now we can do what we want." 
Very few pee.ple fo.resaw the dangers of trying to go too 
fast on the tails of the oil boan. At the sane ti.rre, 
the non-oil eJ!E>Orting countries, tak.ing Brazil as the 
prine exanple, have .really had a very serious problem, 
which has been to abso:rb into their whole eccnanic sys
tem the ".real" cost of energy at the new international 
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prices. Coi.mtries with oil prcxluction have subsidized 
their oil supplies far local pmposes: industrial devel
cprent, transportation, consumer needs, etc. , but Brazil 
and many others could not, and when a whole industrial 
system geared to cheap energy is farced alrcost ovemight 
to operate with the "real" cost of energy, at severa! 
ti.IIes what it was befare, the :real cost of investm:nt 
rises far futu:re develcprent of energy sources them-
sel ves and far industrial develcprent in general. It 
should not sw:prise anyane that the Brazilian econany 
and others like it have groi.md to a halt. Brazil far a 
while was able to make great headway en manufacturing ex
ports i.mder aggressive ~rt policies, taking advantage 
of the gra.yi.ng markets in the developing coi.mtries but 
also through a system, which we now think ver:y wise, but 
frowned upan a few years ago, of rninidevaluaticns. Bra
zil controlled its cur:rency dep:reciaticn in such a way 
that the rate of exchange was never an cbstacle to ex
port developrent. The coi.mtries that thought thernselves 
ver:y rich in oil li.ke ~co and Venezuela thought that 
the clever thing to do was to maintain their cur:rency 
overvalued, which ended up making irrports too cheap, 
fa:reign borrowi.ng too cheap and deceptive, and ~rts 
of manufactu:red goods too difficult to carr:y out. 

The energy problem.s are hitting Brazil in a ver:y se
rious way. However, curiousl y enough, they affect the 
smaller coi.mtries less seriously because, although the 
oil bill of these coi.mtries is :relatively large, they 
have less industr:y to ccpe with and their oil goes nost
ly into generating electricity far darestic consumption, 
etc.; they sarehcw can adjust to that. 

In the face of the oil shocks, the developed coi.m
tries had the technological ability to make adjustm:nts 
and to nove t.owards energy ccnservation in a large way. 
They also had the ability to develop altematives to oil, 
whether coal or nuclear, as -well as solar energy, al
though the latter is i.mlikely to be an irrportant source 
far the next twenty years. In the developing coi.mtries 
hardly any of this is possible. The few energy devel
cprent progrélIIIIEs that -we kncw of (Argentina, Brazil, 
India, etc.) are ver:y liroited and have also slowed down 
or stopped. The altematives to oil and gas are not 
ver:y irrportant except far the Brazilian experinent with 
biamass alcohol production, ncw ri.mning at a ver:y high 
cost and much in doubt. 

I shall leave out the discussion about socialist 
coi.mtries except to say that they are going through sare 
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of the synptans or characteristics of difficulties of ad
justnent of the developed and developing comtries; because 
sace of them are dependent on energy .inp:>rts (in fact, all ex
cept for the Soviet Union) and on food irrports. 

I shall bypass the questicn because it is not ver¡ much 
to the point right now. I shall not tackle the question of 
what we can expect at this m:uent, given these basic struc
tural prd:>lems, what we can expect of the econanic recovery 
policies that are being attenpted. We kna.v that the u.s. 
econOO\Y is recovering but the:re are not many signs yet of a 
full recover¡, such as an inc:rease in invef:tnent, due to 
the mcertainty about inte:rest rates. They are high in 
:real tent1S, and might go up again. Sare econanists say 
that the :recovery might be "aborted." The:re is a lot of 
caution in all the fo:recasts. I heard an optimistic view 
fram a leading u.s. econanist in Madrid, who said: "It is 
true that the inte:rest rate is still high and that it is 
holding back investnent, but the developing comtries and 
others should not ccrrplain too rnuch of the U .S. si tuaticn 
because the very expensive dallar is favourable to inports 
fran other comtries, fran Western European comtries, fran 
developing comtries. The:refo:re, the little bit of :recov
ery that the U.S. econOO\Y is showirtg should have a trerren
dous inpact en ircp:)rts and the:refo:re be beneficia!, and 
this in turn will feed back into the u. s. econOO\Y. " _ Sare 
of us say: "Fine, but what happens when the U.S. cannot 
hold its balance of paynents deficit to the gigantic d:irren
sicns that it is having now and will have to, scmahow, let 
the dallar go again?" 'lhis may be canbined with inte:rest 
rate policy and the U.S. roa.y cease to be an inporter of 
capital as it is now. 

In fact, what is happening today is that the whole 
world is financing the balance of paynents defici t of the 
u. S. It cannot go 011 fo:rever, but the Latin Arcerican com
tries no longer have any financia! capability, but there 
are still co\llltries, European and so 011, that a:re doing it. 

H01Never, let us be wistfully optimistic and assmre that 
there is a fair recover¡ of the U.S. econOif\Y and that this 
will begin to have an inpact on the European econanies; we 
know that the growth rates are below past rates of growth, 
we know that sene European econanies are still declining or 
are banking 011 0.5%, 1% or 1.5% growth. They have beaten 
inflati011 but they have not yet managed to get their econo
mies going again. What roa.y be the inpa.ct of this :reoover¡, 
say over the next two or three years, 011 the developing 
co\llltries? My view is that we do not :realize yet that it 
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is going to be very snall irdeed; there may be sace finir 
ing up of ccmoodity prices, sane minerals perhaps, oil may 
not decline rut it is not going to increase because there 
is a potential over-supply in all the oil producing ooun
tries. There might not be nn.ich :inprovaoont in trade in 
manufactures because of the excessive protectionism which 
is a local political issue in every oountry and is goi.ng 
to be looked at by governrrents with a view to elections, 
so that there is not going to be a real opening up of pro
tectionism. The GA'IT is being violated day after day by 
all the countries including the highly industrialized de
veloped countries. The GA'IT holds no hope, at present, as 
a mechanism for reducing protectionism. The expectation 
of high officials in the IMF is that the GA'IT may serve at 
best to prevent protectionis:n fran getting worse. 

Meanwhile the financia! flow has been cut down. I did 
not know the figures mantioned by Professor Helleiner on 
the decline in private investment, but \lle do know what hap
pened fran mid-1982 onwards in the matter of new borrowing 
or net lending to the developing oountries: it stopped and 
it caused the liquidity crisis. I am not saying that it 
is a purely externa! cause, since there \llere plenty of in
terna! factors to explain this crisis, but you cannot put 
oountries up against the wall and say: "now you go bank.
rupt. " So all these rrechaniSllS have c:crce into play, very 
.llnprovised, led largely, originally, by Poland rut certain
ly by ~ico in the August 1982 crisis: to reschedule and 
refinance is a very difficult job in the kind of panic sit
uation that was created. One nn.ist recognize that the U. S. 
governrcent and the IMF acted very positively and pressed 
the ccmnercial banJd..I)3' systan to get rusy' and. got the 
Bank. for International Settlercents to open up sace kind of 
bridge for the sh.ort-tenn liquidity problen, and make pos
sible a recuperation of financia! flows at a later stage. 
The BIS has now withdrawn fran that, so the whole question 
is left to governrcents to negotiate with the private bank.s 
in different parts of the world, with support frcm the IMF 
-insofar as governrcents are willing to follow the agree
mants with the IMF (and we know that sace have not yet 
been properly reached as in the case of Brazil and Venezue
la). 

Broadly speaking, there is a drying up of financia! 
flows even fran the carmercial bank.s, if sarehow the ooun
tries could afforo then. There are cases like the situa
tion in Brazil where the mole of Brazil 1 s exports have to 
be devoted either to paying interest (service on loans) or 
irrports. They are therefore in a terrible dilemma: they 
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cannot have both so they have to negotiate, postpane and 
organize recyclings of their debts. 

Intemational oooperaticn has declined and there is 
a tense political situation, a sort of a new Cold War, 
and threats and dangers all around. In additicn to all 
this, we have the attitude of the Southem oountries of 
looking to the North and also expecting the U.S. sooeha'1 
to salve the world's problans. Even if the u.s. knew 
how to do it, by loak:i.ng at sare of the figures you can 
see that it is a bit out of place. In a copy of The 
Eccnani.st I have at hand there is a table sh.CMing the de
cliñiñg p:rcp:>rticn of world ~ represented by the U .s. 
It shows also that al.m:>st every inportant oountry has 
had its ~ rise fran 1960 to 1981 at a rnuch higher pace 
than that of the U.S. Japan's ~' for exanple, has 
risen fran about 9 to 40% of the u.s. ~ in 21 years. 
Maxi.co appears here as rising fran about 3 to 8% of the 
U .S. CW?, and the cnly countries whose CW?s have de
clined in relaticn to the U.S. are Belgium, Turkey and 
India (to a small extent). All the others are going up: 
Canada's has gane up fran 8% to about 10% of u.s. CM>. 

If that is the case, and the other countries do not 
recover or go alcng with the u.s. recovezy, what are we 
to expect in the South? 'll1e first great depression in 
this oentury, looking back on it, had, on Latin Anerica, 
a very clear inpact: it brought about industrializaticn. 
When you do not have foreign exchange, when you do not 
have access to finance, when prices have declined for 
your basic exports, when you cannot afford to inport any
thing, when you continue to have depreciaticns, you stim
ulate industry. It may occur spcntaneously as ~ 
in Brazil in the 1930s, or it may occur positively be
cause of governrcent policies. This is how i.np::lrt substi
tution policies develq>ed in the 1950s in Latin Anerica, 
as a rreans of saving foreign exchange, as a rreans of pro
viding intemally the products that could no lcnger be 
inported. We need not go into the whole history of im
port substitution, but this was partly the result of the 
depressicn; in other words, the foreign exchange ccn
straints led to "deliberate industrialization," a phrase 
coined by a U.S. eccnani.st in the 1940s. Then, of 
course, nd:xxly foresaw the cooplicaticns, the high costs 
of this kind of industrializaticn, although it was fore
seen that it would be a ireans of enploying the popula
tion that was gradually being displaced fran the primary 
to the rural areas and fran the cities into secandary 
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and tertiary activities. 
At this m:xnent, in Latin America, with the financial 

crisis, with over-expansion in certain countries like Mex
ico and Venezuela, and Brazil up to a point (Brazil is a 
special problem because of its oil imports} , with the 
self-inflicted disasters of Chile and Argentina through 
nDnetary policies and the opening up of the market -an 
idea that carne fran a "Friedmanite" group of econanists, 
with all that and the stagnation of the Latin American 
econanies, what can we expect next? 'lhe stagnation is 
given in these figures fran a recent Inter-American Bank 
report: In 1982 Colanbia's GNP increased by 1.4% 
(achieved perhaps through certain illegal products); Ecua
dor's by 2%; Panama's by 1.2%; Paraguay's by 1.6% {after 
they had had very high growth with hydroelectric develop
nents}; Peru's by 0.7%; Dc:minican Republic's by 1.5%; ven
ezuela's by 0.6%; Trinidad's by 2.5%. Actual decreases 
in GNP occurred in a number of oountries, as follows: Chi
le, 15%; Bolivia, 9%; Uruguay, 8%; Costa Rica, 6%; El Sal
vador, 5%; Argentina, 6%; Brazil, O {approx:imately}; Gua
tanala, 3.5%; Honduras, 1.2%; Mexico, 0.5% {officially}; 
Nicaragua, 1.4%. 

In many of these countries declines had already hap
penecl in previous years. Argentina and sane of the Cen
tral American oountries, Venezuela and Peru, ha.re been 
stagnating for two to three years. Mexico' s GNP growth 
fell fran an 8% average up to 1981 to a minus 0.5 in 
1982 and is due for a minus 5% further decline this year. 

'lllere is a deep crisis in production. It is not just 
the financial problems. Countries are not able to make 
their industry function. 'lllere are no export markets of 
importance to offset the inflationary impact of the cri
sis. They will have to devalue in sane way or another 
and attention is wholly focused on the recycling of exter
nal debt, on the rescheduling, on what roa.y be expected 
next ~ fran the IMF-Bank neeti.ng, fran an increase in 
the IMF resources or fran sane future action of the Vbrld 
Bank. 

Very few people are thinki.ng of what should happen 
next. If one roa.y be optimistic in the sense that sane re -
scheduling roa.y continue, that Brazil finally gets over 
the hunp, that Venezuela settles its problems, that Mexi
co, whose case is quite good on the external side, contin
ues .improving its external liquidity, and so on, if all 
this happens, what will be the next step? First of all, 
how do we reduce the very highly inflationary rates? Even 
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IMF and ~rld Bank people are ve:ry skeptical that you can 
get below 40% inflation after these long periods of dis
location and high inflation. 

Secondly, \ohat do we do about our future net financing 
needs? If a oo\llltry is to develop and, as in the case of 
the Iatin .American countries, ve:ry lirnited sources of danes
tic savings are available, and inflation tends to destroy 
thern anyhow, there is a need to achieve the growth, far 
sane net financia! flows fran abroad. In other words, since 
there will be balance of payroonts deficits on current ac
CO\lllt, how will they be financed? What is the world fi
nancia! system going to do to face those needs? Por if we 
do rot, then we shall also slow down far that reason; we 
have no financing far big projects, ror far other develop
rnents. '!he ~rld Bank will probably continue to operate. 
I do rot kncw whether in real terrns its operations are in
creasing and lx:>w it can deal with smaller countries in 
these circunstances. But how do you set in notion your econ
any again towards reasonable rrediun-tenn objectives? How 
long does it take to readjust and to start again? lb you 
just resume the old growth patterns which nay lead you in
to another cycle of externa! indebtedness and crisis, or 
do you change? How? No one knavs; eve:ryone can be criti
cal again and say that we have followed the wrong develop
ment paths; a very expensive and inefficient industrializa
tion; we ha.ve developed industries that only produce goods 
far the upper layers of society; we are stimulated by ad
vertising on television; and we all ha.ve these beautiful 
shopping centres, and so on. But what alternative do you 
offer? How do you do it? How do you change what sane econ
omists in ECIA (CEPAL) call "the style of developrnent"? 
No one has an answer. Nevertheless, population is growing, 
there are sane added costs in developnent deriving from en
vironnental problans and there is also the question of 
military expenditure and anns :i.nports in Iatin America. 

How should resources be allocated? How can goverrments 
plan fer a resumption of a rea.sonable increase in standards 
of living_? I sunrnarize this not with answers, but by say
ing that the answers are not going to come from the North. 
We must look inwards and we have to learn sorne of the 
rhetoric of the last fe,.¡ years and try to apply it: self
reliance. We must deal with our own problems, look inward
ly and coo:perate anong ourselves in the South, not in the 
board schemes of integration and cormon markets which were 
talked about and which, even in Iatin l!merica, have come 
to practically a stop, a failure, but in rnuch rore selective 
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tenns, acoording to practica! advantage -tak.ing of what 
many countries have to offer in technology, finance, in
dustrial experience, opening up of certain markets, etc. 
There are no nechanisms yet for this, there is no "lNCl'AD 
of the SOUth. " The:re has been talk of a Sec:retariat for 
SOUth-South cooperatian, but it seerns to ne a bit too am
bitious. r.t:>st countries in Latín Anerica not anly do not 
c:x:x:perate am::ng themsel ves anyno:re, but they look to the 
North all the tine. They do not 1.ook across the Atlantic 
or the Pacific to the possibilities with Asian countries 
or perhaps with ene or two African countries. 

I feel that this is the ooly way out in the nedium and 
lcng-tenn and I link it to an idea that ccme to nw mind re
cently much no:re clearly: it is that this seccnd Great De
p:ressian of the centw:y should pave the sane strcng inpact 
en industrialization that the first ene had, but with the 
hq:le that we can industrialize nore rationally, not 
through indiscrimi.nate inport substitutioo but through bet
ter programning and planning, through nore cooperatioo 
am:ng oursel ves, through a much nore rational attitude to 
the incoxporaticn of technology. You just do not open the 
markets and say to the multinationals: "Ccrre over and pro
duce all these :refrigerators, fancy cars and cosnetics, 
etc. , because you have technology that socner or later we 
are going to need." We must develop our technological pol
icies and be nore selecti ve and discriminate in what we 
are going to pay and what we should develop oursel ves. We 
:must leam to master the applicatioos of science to our 
needs, not to the needs of the developed countries' mar
kets or to the weapcns production system.s of the develop
ing coontries. A high percentage of all R and D in the in
dustrial countries is for militacy purposes, so that the 
scientists, institutes and all kinds of resources are at
tuned to output that has no cost-efficiency yardstick; it 
is justified in tenns of security but not in tenns of 
world needs and much less the needs of the developing coun
tries. 

My conclusion is perhaps a little pessimistic in the 
sense that, first, I do not think that the :recove:cy is go
ing to be significant enough evento solve-the developed 
oountries' problems because their prablems of structural 
adjustnent are ve:cy hard to solve under ve:cy low rates of 
growth. Seccndl y, it is not going to have much .inpact on 
the developing countries and we, because of the financia! 
crisis, are carpletely obsessed with this prablem, as is 
eve:ryone else. We are not paying enough attention to the 
next stage, the deep problems that will keep oaning up to 
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the surfaoe. Developrent and lf.elfare issues are pennanent 
in our countries and we are not doing enough about South
South coq>eratien. 

That is how I see this picture of the 1980s and since 
the 1980s are alnost half way thmugh we should start 
thinking of the first few years of the 1990s, and then 
approach the fateful year 2000 which is used as the tai:get 
for ali p:rojectioos (exoept in Africa where they have 
p:rojected to the year 2008 because they did a 25 year 
p:rojectien in 1983). 

Ole must not be unduly pessimistic but it \'JOUld be 
quite foolish to think that the u.s. recovery, plus French, 
Canadian, Gennan or whatever recoveries are suddenly going 
to put us back en the tracks where we were before. we 
must not even try to be en the sane tracks anynore. 



THE CURRENT INTERNATIONAL DEPRESSION 
AND THE DEVOLOPING COUNTRIES 

Víctor L. Urquidi 

l. 'llle current \\Qrldwide depression, serious as it is, 
has its own characteristics and can be distinguished 
fran the dep:ressim of the 1930s in many respects. It 
also has diffe:rent cc:nsequenoes for the developing coun
tries and for the \\Crld as a whole. Its inpact an the 
developing countries needs to be studied carefully, as 
\'lell as whatever positive effects may care fran the prob
able recovecy of the u.s. econany, and, following upen 
it, fran that of other CECD ecxnani.es, mainly Japan, Ger
many, Franoe and others. In this analysis, the basic 
problems of the developing oountries should not be over
looked. 

2. 'llle main diffe:renoes between the current reces
sian/dep:ressioo and that of the 1930s can be placed in 
five categories of problems: 

(a) The Westem industrialized countries are in the 
midst of serious structural prd>lems which are related 
to differential technical change, that is, change be-
tween branches of industry, within branches of industry 
and even bebveen countries (for instance, the United States 
and Japan, Westem Eurcpe and the rest). Certain indus
tries are becaning obsolete in sene countries, such as 
the steel industry in the United States and parts of Eu
rope. The irrpact of Japan' s applications of microp:i:ocess
ing and robotizatim an the United States and certain 
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European colll1tries, as well as the guality of Japanese 
autarobiles, are two i.rrportant factors. In additian, 
the generalizatian of social welfare progrannes and 
their effect an real incare and especially on wage in
care has influenced the public sector .impact an rnP due 
to the increasing proportian of expenditure that has to 
be devoted to all aspects of social welfare including, 
of course, lll1errployrrent insurance in its various fo:rms, 
rredical ca.re, etc. 

Qi. the other hand, the developed COl.ll1tries are far 
the nost part in the midst of an anos race which has se
rious consequences an their budgets and, therefore, an 
budget deficits. It is also an anos race of a highly 
technical kind which does not necessarily rrean enlarge
rrent of arrred forces and of standard equiprrent but rath
er a shift ta.vards nore sophisticated equiprrent, mis
siles and nuclear warheads, or other kinds of missiles, 
expensive aircra~ and tanks. 

All these issues can perhaps be grouped within 
the te:rm "structural problans." 

(b) The developing col.ll1tries, which in turn should 
be classified according to their degree of developrrent 
and the nature of their o.vil structural change, are in a 
different situatian than in the 1930s. There is a 
strang differentiation within developing COlll1tries as a 
group. The newly industrialized col.ll1tries (NICs) can
not be corrpared with those which are still predaninantly 
agricultural and, from the ¡;x::>int of view of developrrent, 
fairly primitive, such as certain parts of Africa and 
Asia. Sene NICs face particular problems deriving from 
their fo:rm of industrializatian: i.rrport-substitutian 
policies have turned out to be a high cost process 
-justified not only far econcrnic but far other reasons
behind high tariffs and other rrethods of protectian. A 
vast am::>l.ll1t of this new industry is ·not cacpetitive in
ternationally; it has, h0t.1ever, increased ernployrrent. 

M::>st developing col.ll1tries in the last 40 to 50 years 
have experienced very rapid population growth - their 
ratio of birth rate to death rate has been higher than 
that of nost other COlll1tries at any tirre in history. 

This has been due mainly to the decline in nortali
ty, while fertility has remained fairly stable or has 
even increased in many cases. There are signs in the 
last ten years of declines in fertility in sorre develop
ing col.ll1tries; arrong them, a few COl.ll1tries in Latin Arner-
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ica and Asia. The case of China is a special one, but 
also has shown a decline in populatioo. growth. In any 
event, the unp:reoedented inc:rease in pJpUlatioo. and its 
particular natu:re, that is, high birth rates with de
clining death rates, has neant a very rapid rate of ex
pansian in the younger age groups and in the populatioo. 
of working age, and conseqteltly in the labour force. 
In sate cases, the latter has gI'Olllil even rrore rapid-
ly because of the increased participation of 'NCllleil in 
paid woi:k, due to many social and cultural factors. 

Rapid populaticn growth not cnly rreans that the ef
forts to inc:rease errploynent have had to be rro:re intense, 
but also that only in very few cases has enploynent de
velq:>ed and proceeded at a pace and in a manner that 
would substantially reduce the p:re-existing unde:reltploy
nent. Industrializaticn has certainly inc:reased enploy
nent and changed its natu:re and structu:re, but has been 
based mainly on labour-saving technology - a less than 
socially optimum fonn of enploynent. Th.e:re is thus a 
serious problem of negative interaction bebveen rapid 
population growth and rrodem industrializatian. Few de
veloping countries can be said to have chosen a path 
-perhaps China is the exception- which includes a fonn 
of industrializaticn and develqmmt of other activities 
that would absorb the rapidly rising labour force in 
sufficient rreasu:re. 

It should be noted that the develq:>ed countries have 
:reached a stage of very low or even negative populatioo. 
growth, to the extent that problem.s in industry and in 
wage pattems have led to inporting fran the developing 
countries, either tanporarily or gradually, on a 
pennanent basis, part of their labour force. This has 
happened in Europe as well as in the united States. 
Arrong certain developing countries also, including the 
Middle Eastem oil produoers, the:re has been much dif
fe:rential migratioo. flao.ring into segrrented labour mar
k.ets. 

Th.e world' s populatioo. structu:re is changing. A 
much higher percentage of populatioo. is in the develop
ing countries and rrost of the futu:re populatioo. inc:rease 
will tak.e place in these countries also. 

Another aspect of change in the developing countries 
is the persistence of the lag in rural develqmmt. 
With few exceptions, develaping countries have becarre 
net i.rrporters of food although, at the sane tirre, they 
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have available resources and, theoretically, in many cases 
would be able to be fairly self-sufficient. The causes 
of shortcanings in agricultural output and rural develop
nent are many, Sale of them instituticnal and cultural 
as well as social, and Sale :resulting fran pattems in 
:relative prices. The:re is no questicn, however, that in 
many cases populaticn growth itself and the change in 
the industrial and w:ban structure of the oountries have 
led to changes in the structure of food consunpticn. 
Such changes have not been adequately net by the supply 
factors in the rural a:reas. 

A further energing structural change which has been 
accentuated in the last ten years is the energy dependen
cy of a large mmber of developing countries. Their in
dustrializaticn has lIOStly been carried out en the basis 
of cheap energy, either locally developed or imported, 
and technological pattems have been established whereby 
energy substituticn, now that energy has becaie xro:re ex
pensive intematicnally, cannot easily take place. By 
and large, in the developing oountries the:re is no im
portant technological altemative to energy dependency. 
Although dependency is also a characteristic of a nunber 
of highly industrialized oountries, many of them, given 
their technological capacity, have been able to ccnserve 
energy per unit of industrial output or in the consuner 
branch of their econanies. They also have been able to 
develop altematives, for exarrple, to m::>ve fran oil to 
gas and coa1, or fran hydrocartx:ns to et.her sources, no
tabl y nuclear energy and, though still in ver:y sma.11 per
centages, et.her ncnconventicnal fo:rm;. The:re is thus 
worldwide a change in the structure of energy supply and 
consurrpticn, with the latter grc:Ming much xro:re quickly 
in the developing oountries. This has affected all as
pects of intematicnal eccnanic :relaticns, investnent 
structures, technology needs and even econanic policies 
and political :relaticns. 

The developing countries are also much xro:re finan
ciall y dependent than they we:re in the 1930s. Sale have 
experienced improved te:rm; of trade or have developed ad
diticnal sources of fo:reign exchange through e.xports of 
manufactures. A nunber have benefited considerably and 
speedily fran suc::h new opportunities. However, due to 
various circumstances, particularly those :related to the 
oil bocrn in the Middle East and the c:reaticn of vast 
arrounts of petrodollars, many developing countries have 
also had access to fo:reign borrowing that went beyond 
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the availabilities of the multilateral and ?:egi.cnal fi
nancia! organizaticns: that is, they have had acaess to 
the camercial banking system through the recycling of 
petrodollars and other instrurrents of liquidity created 
in Europe and the United States over the last five to 
ten years. The rates of increase of born:Ming by the 
developing world have been such as to have raised their 
extemal debt to sene $600 billioo dollars, much of it 
ocnoentrated ·in a few NICs under short-tenn pattems 
with high interest. Because of short-tenn rigidity of 
debt service payments (including interest), balance of 
paynelts positicns have beccma particularly vulnerable 
to reoent fluctuaticns in prioes of basic export prod
ucts and to protectionist policies followed by developed 
oountries affecting .i.Irp:>rts of manufactures fran the 
less developed oountries. General econanic fluctuaticns 
sudl as the current reoessicn have had an acoentuated im
pact oo the Third World. During the 1930s there had 
been financia! dependency é!lld IIOSt developing oountries 
were in actual default, but it does :pot seern that such 
dependency, sinply to keep their econanies rurming, was 
as great as it appears today. 

The above are not all negative factors in the situa
tion -sane are indeed positive- but in times of reces
sioo the essential rigidities and the negative factors 
stand out nore, and soluticns to them may beccma nore 
difficult. 

(e) The socialist countries -oentrally planned econo
mies- particularly those of Eastern Europe, have shared 
many of the prablems of both the developed ~stem ooun
tries and the developing oountries. They have found 
themselves holding en to obsolete industries, they have 
got into an .i.Irp:>rtant anns race, they have not been able in 
all cases to keep abreast of technological innovation 
and, with the exoepticn of the Soviet Unicn, they are 
energy-dependent - and alm:>st all have beocne financially 
dependent as -well, subtly intertwined with the rest of 
the world econany, especially with the OECD oountries. 
Saoo have, in addition, despite low population growth, 
failed in their agricultura! policies and have becare 
net inporters of food. Social -welfare, of course, is an 
ooligato:r:y policy in the socialist oountries, but the 
quality and levels of the social -welfare programes are 
not always ve:r:y high. In general, consurrpti.oo has been 
sacrif_!:~d to investnen.t and to rnilita:r:y expenditure. 
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There have been inprove:rrents but it can anly exoeptianal
ly be said that current cansunpticn in the socialist coun
tries correspands to their technological possibilities 
and to the aspiratians of their pee.ples. 

(d) A feature of the current "WOrld depressian is that 
inflatian is present in all three groups of countries. 
In the industrially-advanoed countries it has been re
duoed at the cost of intolerable unerrploynent and of a 
virtual halt to new investnent in industry in general and 
in Sale cases in agriculture also. In sale westem Euro
pean countries inflatian is still fairly high. Short
tenn policy has tumed vecy violently tc:Mards the central 
of such inflaticn by rocnetacy neans and this, in turn, 
has made it nore difficult to carey out serte of the neoes
sacy structural changes. 

Inthe developing countries the ra.tes of inflatian, 
especially in Latín Anerica, have been vecy high and in 
serte areas have increased. ene or two countries have 
lea.Dled to "live with inflation." There have been sucaes
sive balance of paynents crises, devaluaticns, resurgenoes 
of inflaticn, and new devaluatians, serteti.n'es followed by 
sl~ or stagnaticn in the ecanany without mu.ch reduc
tian in the rate of inflatian. Structural factors partly 
explain this situaticn, as also, for scrre countries, the 
change in relative intematianal prioes, especially the 
negative effect of the increase in oil prioes in the last 
ten years. In others, particularly in the oil-exporting 
countries (for instanoe, ~co and Nigeria) the export of 
oil itself in such large quantities and at rising prioes 
has been a factor in inflaticn through its inpact en dates
tic demand, both investnent and censunpticn. This is par
ticularly troo in those countries that have been unable to 
clase the datestic savings gap through adequate fiscal and 
financia! policies. 

In the centrally planned ecenanies, it can also be 
said that inflatian has appeared, although it is largely 
hidden by the systern of prioe central and ncnmarket distri
buticn of oc:rrm::xlities both for productian and for direct 
cansumpticn. The results of pressure en the systern and im
balanoes have freqlEI'ltly been reflected in shortages which 
are equivalent to inflaticn;in many cases they have had to 
be adjusted by actual prioe increases. 

(e) Not only has the current recession/depression been 
partly induoed by the efforts to control inflaticn through 
drastic m:netacy policies without any change in the pat-



THE CURRENT INTERNATIONAL DEPRESSION 119 

tems of expenditure en anns and with the rigidity of so
cial welfare expenditures, but there has also been a 
slowdc:Mn in the gra.rth of productivity in the industrial
ly-advanced oountries and in ·the centrally-planned ecano -
mies of Eastem Europe. In the westem mark.et ecananies, 
in additien, there has been a steady increase in real 
wages and, in saie cases, a decline in the work-week. 
This unusually unfavourable canbinatien of trends also 
distinguishes the present depressien f ran that of the 
1930s and makes it more difficult far the world as a 
whole to pull out of this situatien. 

By and large, there has been an :i.rcp:>rtant change in 
the flows of trade. In the 1930s the industrial ooun
tries :imported, essentially, raw materials and certain 
food items and exported manufactured oonsurcer goods, in
tenrediate products and oertain capital goods to the de
veloping oountries. Among thansel ves they traded in 
food and minerals, as well as in energy products and also 
in a nurcber of industrial CCJ.ll110di.ties. The 1930s was an 
era of very high protectien - tariff and ncntariff, in
cluding the introductien of illport quotas and cantrols. 
It was also an era of currency instability and restric
ticns en trade resulting fran short-tenn policies ar 
fran the attenpts to operate en the gold exchange stan
dard at overvalued currency rates. In the midst of the 
large depressien of today, the proportion of world trade 
between the industrially-developed oountries and between 
Eastem and western oountries is oonsiderable in alrcost 
every canceivable kind of manufacture and services. At 
the sane tille, the developing oountries have beccme ex
porters of manufactures, not cnly siirple oonsmcer goods 
but also oertain kinds of interaediate products and cap
i tal goods. This trade has been directed mostly to the 
industrially-advanced oountries, but also occurs within 
the Third World. There are signs, furthemore, of cer
tain NICs exporting manufactures to the centraliy
planned econanies. 

To these changes must be added the new pattems of 
trade in energy products, mainly oil, with a higher pro
porticn of the total value of world trade being carried 
out by the oil-exporting oountries. 

Such variatiens in the pattems of trade have given 
rise to a new power situaticn; that is, a new structure 
of ecananic power of which the technology-based trade of 
highly developed industrial oountries is ane notable ex-
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aq>le. '!he energy-based (especially oil and gas) trade 
of the Middle Eastem countries and a few nc:n--OPEC oil 
exporters is also equally outstan4:ing. 

This is quite a different situa.tic:n fran that pre
vailing in the 1930s, when the developing countries at 
large 'Nere in an extrenely weak positic:n, with easily 
declining tenns of trade and with little capa.city to off
set such declines in trade in primal:y products by in
c:reased exports of manufactures or of any scarce oarm:Xli
ty. Today, even tedmology and se:rvioes are traded by 
saie of the developing countries. 

The trade policies to which ali oountries are resort
ing are, as in the 1930s,again becaning defensive and 
protectic:nist. The developing countries have a lcng his
to:ry of protectic:n for the pm:poses of ircport-substitu
tic:n or balance of payxrents central. Such protectic:n is 
not likely to be reduoed. The :ifldustrially-developed 
oountries which for a while, at least in the 1950s and 
1960s, followed a fairly open policy of admitting ilrports 
into their rapidly expanding markets, are nCM resorting 
to protectic:nist policies not c:nly am:ng themselves but 
against_ the NICs and other developing countries, although 
saie exoeptic:ns exist, as shown by the Unilateral Prefer
ence System and the EEC special advantages for least de
velopéd countries. Sene of these sdlemas are nCM in abey
anoe or are breaking down. 

'!he intemal financia! ocnditic:n of the industrially
advanoed countries has deteriorated at the sane tille as 
has the intematic:nal financia! situatic:n. That is, the 
difficulty in assuring recove:ry of loans and, particular
ly, the paym:mt of interest is not c:nly a problemwhich 
exists between the CECD countries and the rest of the 
YJOrld (that is, socialist and developing countries), but 
is also a datestic prcblem within each developed count:ry 
at a tima of deep reoessic:n, with high real rates of in
terest and ve:ry little new investnent. There has been, 
of course, a broad c:hange in the intematic:nal structure 
of financia! supply, because of the rather limited abil
ity of the multilateral organizatic:ns to absom or cap
ture the oil-dollars and the Euro-dollars created after 
1971. Thus, the proportic:n of lcng-tenn la.\1-interest 
loans and of softer intematic:nal flCMS of funds for the 
developing countries has fallen in relatic:n to the total 
flow of funds. Aid programs also have declined as a per
oentage of the CNP of the industrially-advanoed coun-
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tries as a wh.ole, although ene or b.'o c:ountries have been 
able to maintain their targets under the tN Develc.pient 
Decades. 

3. NCM, what is the natuJ:e of the present :reoovery? 
It is .inportant to loak into it and to carpare it with 
the type of reoovery that occ:urred in sare of the deeper 
cyclical fluctuaticns of the past, particularly in the 
1930s depressiai. The present reoovery in the 'United 
States, insofar as rrost of the indicators seen to show, 
is a very unoertain, even fragile reoovery becal.!Se, as 
sare u.s. ecx:nanists have argued, the 'United States is no 
looger an eccnany that can c::.pll"ate in isolatiai fran 
other .inp>rtant eocnanies, particularly those of westexn 
Eurq;ie and Japan. In sare cases it is even ·alleged that 
the prosperity of the developing countries woul.d be a 
significant factor in a steady U. S. :reoovery. The essen
tial differenoes in this reoovery seen to be, first, 
that it is not very steep; secx:nd, that it is occurring 
with high real rates of interest in spite of the recent 
decline in naninal interest rates; third, that it is ex
posed to vast unocntrolled capital ioovements and cur:rency 
fluctuatiais; and fourth, that it cares about in the 
midst of structural prcblems quite different fran those 
of the 1930s. M:lst analysts of the present situaticn and 
its prospects seen to agree that ali this aioounts to a 
prospect of slCM eocnanic growth in the CECD oountries; 
that is, on the order of 2-3% per armun as carpared with 
the 4-5% of the 1950s and 1960s. 

4. The next quastiai is: How will sudl a slCM and un
oertain reoovery and, in general, slow growth, affect 
the developing oountries? Assuming that there. is an im
nedi.ate f avourable repercussiai through the f illning-up of 
prioes of oertain basic pl."Oducts in \\'Orld markets and 
through a slight opening for exports of manufactures fran 
LDCs, particularly the NICs, in the marlrets of the devel
q;ied c:ountries, it nrust be admitted that the developing 
countries are not by those neans alcne going to be able 
to solve SCile of the basic prcblems nentiaied above. 
These p:cd:>lems require much m::>re attentiai to stnlcture, 
an.d insofar as they can be solved with the help of inter
natiaial finanoe, would seen to require lcng-tenn 
low-interest loans rather than the short to rnedium-tenn 
financing, at high market rates, that the intemational bank
ing system has been supplying in the past few years. To 
this should be added the intense foreign exdlange liquidi-
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ty problems that sare developing countries have been go
ing tlu:ough lately, that have led to re-scheduling agree
rrents of sare significanoe. In a few cases there has 
been technical default on the extemal debt insofar as 
interest paynents have not been net or have been post
poned. If the effects of recovery are not likely to be 
very important in tellllS of prioes, of trade in manu
facturPs fran developing countries, and of softer follllS 
of finanoe, then one rnust ask: What are likely to be the 
options for the developing countries? 

5. ene of the probable scenarios is that the indus
trially-advanced countries, because of the problems they 
face, are likely to :remain inward-looking and to regard 
with a oertain anount of distrust any attarq::>ts to 
acccmrodate the situation of the developing countries. 
They have enough problems of their own and anong them
selves that determine restrictive policies, particularly 
in trade and finanoe, so that they are less bound to pay 
the sort of attention to the developing world that the 
report and the newly published Brandt xrenorandum have 
been :reccmrending. 

6. If this is to be the situation, coupled with the 
slav growth of the developed countries, what 'WOUld be 
the scenario for the developing countries? Here it rnust 
be recalled, as earlier, that there are diffe:rent cate
gories of developing countries, that sare will be able 
to cope much better than others with the present and im
nediate prospects, and that sane will be able to carry 
out their next stage of develoµient under better ccbii
tions than others. The next result of the limitations 
of international exchange will be, of course, the ne
oessity to formulate and develop a nore rational and con
scious series of policies to prarote self-reliance in 
the developing countries, at least for the next few 
years. It is hardly conceivable that even the strongest 
developing countries are going to open up their mark.ets 
or maintain them open to inports fran the developed coun
tries and to continue to resort to onerous short-tenn 
loans. They will have to adopt permanent stringent con
trol of inports, with the consequent inport substitution 
policies, together with nore aggressive export policies; 
they imlSt also try to achieve sare fonn of relative 
prioe stability for export products and to penetrate the 
markets of the developed countries with their manufac
tures. In spite of the apparent sucoess of the E!Xp:)rt
led develoµrent of sane countries in the Far East over 



THE CURRENT INTERNATIONAL DEPRESSION 123 

the last 15 years, this roa.y not be as easy in the future. 
The position of each particular NIC vis-a-vis the others 
will be much nore oanpetitive t.han in the past. 

7. Inc:reased self-:reliance·in the leading mes is 
likely to be accarpanied by inc:reased efferts at South
South cooperation, an which rnuch has been said in the 
past few years but little has actually been carried out. 
Such cooperation can take place in canplenentacy trade 
arrangenents, in p:referential trade associatians, and in 
camon rnarkets (although the experience so far of all 
these arrangerrents has not been very successfulf, as 
well as in investmant, financia! flows, and technology. 
The:re are many exarrples of multilateral :regional banks, 
as well as of special funds set up by the oil countries. 
There are many instances also of interchange of tech
nical services and of the :results of R&D. Nevert.heless, 
the extent of South-South cooperation has been rather 
limited and is not widespread arrong the developing coun
tries. Certainly the potential fer it has not been 
adequately studied and translated into the special 
arrangenents needed. Developing countries still tend to 
look to t.he North fer t.he solutians to their problems 
through trade, investmant, finance or technology. In sum, 
the:re will be a need to obtain further advantages in 
South to North :relations, but simultaneously to develop 
real possibilities of Sout.h-SOuth cooperation. (It roa.y 
be assurced that East-SOUth econanic cooperation may not 
be significant in the short and nedium-tenn outlook, ex
cept on a very selective basis). 

8. Because of rapid populatian growth in the devel
oping countries, still at about 2 percent per.annum 
-and despite the recent decline in the rates in sane 
areas- the prospect of large per capita increases in 
GNP does not sean very great over the next ten years or 
so. A few developing countries might find themselves 
with fe:reign exchange sw:pluses. A few will be no:re suc
cessful than others at substituting inports or at 
adopting technology useful not only fer the darestic 
market but fer exporting to world rnark.ets. others may 
persist in trying to fella.v altemative paths of develop
rrent, that is, la.v capital-intensive industries instead 
of high-technology, energy and capital-intensive indus
tries. A few may also work out their agricultura! prob
lems, particularly fer the production of food. others 
roa.y carry out successful trade policies. But the:re seems 
to be an overa!! l.i.m:Ltatian in the possibilities open to 
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IDCs, because irost of them will have to inoo:rporate the 
high oost of energy in a realistic prioe system. There 
are also OOW', added oosts of developrent, such as those 
inp:>sed by envll:amental pollutioo and resource degrada
tioo, and by overly rapid w:banizatioo. 

9. Many developing countries are a1so IOOVing tCMards 
social welfare systems similar to those of the highly in
dustrialized countries, with the need to establish, ad
ditianally, expanded ooverage in their free health and 
educatioo servioes. All this in the faoe of rather weak 
fiscal and tax systans. Sale developing countries are 
beginning to devote an inordinately higher pn:p::>rtioo of 
their CNP and of their budget to militaJ:y expenditures, 
often oo ma~iel which beaates obsolete in a short ti.ne 
and has to be :replaoed by even :roore expensive :i.Irported 
equiprent. This is a clear diversion of resouroes in a 
nonproducti ve fashian which does not even have, in nost 
cases, spin-offs to the civilian sector of the ecx:naey 
which oould derive f:ron local R&D. 

10. To oonclude this brief survey, it should be ~ 
phasized that nere recovery of the eoonani.es of the in
dustriall y-advanoed countries -which is bound to be 
inward-looking- is not likely to bring mu.ch relief or bene
fit to the developing world, and that slow prospective 
growth of the CEm oountries will prabably require that the 
developing ootmtries reassess their inm:diate and me-
di um-tenn prospects and carry out a mu.ch clearer and 
intense effort of self-relianoe, individually and oollec
tively. This, of oourse, would be all to the good. 
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Chai.nnan: Prof. Rafael Segovia (El Colegio de ~xioo) 
Secticn 2: "Olanging Intematicnal Eccnanic ~laticns in 
the 80s" 
Two pape:rs -were presented: the first by Prof. Gerald Hel
leiner fran the University of Torcnto and the seccnd by 
Prof. Victor L. Ui:quidi fran El Colegio de M§xic::o. 

Before Prof. Helleiner presented his paper he camented 
the following: 

The tcpic assigned to ne was an assessrrent of the 
changing intematicnal eccnanic relaticns in the 1980s, 
and ate aould prooeed with the discussicn of these isS1.Es 
in t:wo quite different ways: ate would be to consider 
the pressing, really urgent issues before the intematicn
al oc::mnunity; ccnsider the short-run needs of a global 
eccnany which is going through the most dif ficult pericx1 
in 50 years; ccnduct a discussion of what is r~red 
to redure the prospect of an aborted gld:>al recove:cy in 
cirClJllStanres where there is sare evidenre of a final 
turnaround in scattered areas still, geographically. It 

shcws no sign of affecting unercploynent, even in the in
dustrialized countries, for sare tille. It shcMs up pri
marily because of ccntinuing high real interest rates; it 
shcws every sign of petering out without a significant in
vestnent boan in the North sudl as would be neressa:cy to 
sustain the recove:cy and bring us en to sarething like 
the same graort:h path that -we enjoyed in the fi:rst 25 
years or so after the Seccnd·World War. 

That is not the path that zey paper has taken, although 
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we might well spend sane ti.ne crosidering these issues if 
enly because of the real chaos before the intemational 
trading and financia! carmunity, as represented,this week 
in Washingten, by the awarent inability of the rrember 
states of the UN to agree to retain even the mi.nimun lev
el of strength and the credibility of the central pillars 
of the internatienal ecx:nany of the multilateral kind. 
The route I have tak.en has been the altemative route, 
which is to stand back a little fran the innediate prd::>
lems. 

Ll.c. carios Bazdrech 
(Mexican Ministry of Finance) : 

I found Mr. Helleiner's paper very useful and interesting 
as he proposes an agenda to discuss nost of the points en 
the intematicnal ecroanic soene. 

I want to ~t en the seven issues that he posed 
to us and then I shall make sane general cx:cments. I 
agree totally with the general positien that we as a coun
t:cy, as part of an intematienal carmunity, have to be 
more aware of the gra.¡ing ecroanic interdependence we 
scrcetines think we are enjoying and scrcetines suffer fran 
which is, ahoost certainly, a fact that we cann.ot avoid 
any nore. As to the line of solutien that is proposed in 
the paper, to have more bodies, to have a very high-level 
UN Econanic Security Council and to perhaps have all 
the bodies discuss and analyze this interdependence, I 
agree. 

I am also in agreenent with the fact that the IMF 
Interim Ccmni.ttee should neet more frequently, but we 
have to realize that the proolem is a political ene. If 
we take a better lock at what has happened in the discus
sions of the bodies that we now have, we can see very 
clearly that there have been a lot of prcposals to avoid 
the crisis that we are now in but still no acticn has 
been tak.en when the crisis has already exploded. All the 
pecple who are in cx:ntact with these neetings, with this 
envirament, say that what is lack.ing is political will 
to support the work of the bodies that do exist and set 
to work en scrce of the prcposals made by these intema
ticnal bodies. I would like to see an explanatien, fran 
a historical point of view, of why this political will to 
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develop the intematioo.al camnmity and intematioo.al 
force to achieve a ¡:x:>sitive result of eccnanic interde
pendence has now disappeared? Why do we now find that 
the u.s. is not wi.lling to go ahead wi.th many of the 
positive initiatives which we have seen in all the in
tematioo.al bodies? Most of the other countries follow 
the U.S. 's lead. 

With regard to increasing trade, I believe that 
really we cannot have a worse world. Fran the institu
tioo.al point of view it is difficult to think of a 
worse situatioo.. Everybody Jmows that we are in a li
quidity crisis, everybody was predicting saie years ago 
that this crisis was to care. Many pee.ple pointed to 
~oo 1 s, Brazil 's and lots of other countries' prd:>
lems and to the situatioo. that is present today: we are 
fighting a crisis in oo.e country, then the next country, 
then the next, etc. Even wi.th all these predictioo.s, 
wi.th all this awareness of the intematioo.al financia! 
camrunity, nothing has really been done and nothing is 
being ame now; the oo.ly solutioo., prcposed by Mr. Hel
leiner, is to increase the IMF liquidity, but the prob
lem is that not even the :Reagan administratioo. can get 
this m:ney. 

It is cbvious that an increase in the IMF liquid
ity, wi.th all this ccnditioo.ality, will not solve the 
prcblems of how to distribute the new liquidity between 
rich and poor oountries, nor of how to distribute it 
al tine nor how to ccnvert the new liquidity into loo.g
tenn loans, but it should be useful to provide relief 
and start the flows of capital again. It is clear that 
the increase of the IMF liquidity without solving all 
these prc:blems is not going to offer nore than terrporary 
relief. llnfortunately the intematioo.al cxmm.mity is 
not even prepared to do this, it cannot organize itself 
to get this terrporary relief fran the real intematioo.al 
insti tutioo., the IMF. Everybody there is very happy 
because they think that they have solved the ~can cri
sis and now they believe they can cq:ie wi.th the Brazil
ian oo.e. The IMF officials there usually canplain 
that the U. S. Treasury cannot give enough tine to this 
prcblem. we Jmow that the prc:blem is going to Enq>lode 
al a country basis fran now cnwards, in which time sanething 
new can happen. 

'As to the ilrp)rtance of having oil price stability,I 
agree, but the prcblem is how to ccnvert the price 
stability which we have now into saiething that can be 
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worked out in the lcng run because it is not clear that 
we are working tc:Mards lcng-tenn stability in the prire 
of oíl. we may be facing a rore perrnanent oíl glut, and 
oíl prires co.üd drq> ver:y quickly two or three years 
fran nCM. This srenario is possible, but if it is avoid
ed it will be because there is not as muen oíl as ever:y
body says they are finding. 

As to the trade :tégirce I agree that the idea.should 
be not to lock for :rrore protecticnism, although Mr. Ur-· 
quidi has ver:y clearly said that we, the Latín Americans, 
are going to lock for a more inward-oriented strategy. 
we should lock for a more liberal intematicnal eccnany, 
but this is not the cnly soluticn. It is ver:y difficult 
to pose cnly the ncn-protecticnism issue, there are many 
others. For example, if we are really going to develq> 
intemational trade en a ncn-protecticnist basis, needed 
by the develcped countries and the leaders of the under
develcped or the develq>ing countries, we need to have 
more real ncn-protecticn en the side of the develq>ed 
countries. For example, we need assured acress to the 
markets; the general preferenre system of the U. S. eccno
nr¡ is qui te a scphi.sticated nedlanism maintaining the 
threat of raising tariffs whenever you really make a 
dent on the u.s. dcmestic market. The UNCTAD issue of non
reciprocity, on sane of the tariffs' actions, on sare of the 
l~ing of the tariffs, cannot be avoided. It is true that 
we are looking for roore free trade for everybody, but it 
is also true that poor countries cannot support the catpe
ti tion that can coree fran everywhere; we therefore need, to 
a oertain extent, a non-reciproci ty idea. The point is 
that we cannot just try to live in the world on a quo pro qua 
and quid pro quo basis because i t is true that the poor cmm
tries are poor. Poverty does not only rrean low consunption, 
but also lav ability to catpete and to maintain the speed of 
developrent and of the growth of exports. 

I have rerently heard fran ver:y many quarters the 
idea that the net .capital flCM fran the ridl to the poor 
countries is going to be trre prívate foreign investroont, 
in other words, that is going to be the channel far 
net capital in-flc:w to the poor countries. Usually with 
this idea cares the reccntrendaticn that we should q>en 
our anns to foreign investroont, we should forget all 
these :restricticns and all this lack of willingness to 
see the excellent benefits of foreign investroont. This 
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goes back app:roximately 25 years to the ti.ne when foreign 
investm:mt was analyzed as only a transfer of capital 
fran ene country which had too rnuch capital to another 
which had less capital in the international ecorx:mics theo
cy. The proble:n is that throughout these 25 years \\le 

have learnt a lot about foreign investment and \\le know 
that with this investment corva benefits and oost. 'lhere
fore, if \\le are going to do sanething so as to be able to 
have IOC>re foreign investment, the action has to cane fran 
everybody, the peor and rich countries. Mr. Helleiner 
w::mld agree with this and I am urging him to correct this 
fact in his paper, because it is strange that we are still 
hearing these old slogans when \\le do not require them. 

My next carment is on the idea of having better ar
rangements for the foreign exchange rates syste:n. Nobody 
can say that the world has achieved anything but the ques
tion is how to solve the proble:ns and to find out where 
they are, Here, the situation is the evidence that the 
p:roble:n lies in the nations which really have the power 
in the international ccmnunity. The relationship betv.een 
the exchange rate of ene country and another, and the 
possibility of undervaluation or overvaluation of key cur
rencies depend on the national policies which the coun
tries in control of these key currencies follCM. To 
solve this situation ene \\UU.ld have to go to an interna
tional authority for advice; the advice has not been lack
ing; the IMF, wi th all the problens that i t has, has 
been pointing to all the probleros that, fer exanple, Mexi
co has, the ~ overvaluation of the currency and \\le 

accept that. The IMF has told the u.s. that they 
\\'ere running in the wrong direction and the U. S. has 
also accepted that. It is therefore not lack of analysis 
nor of advice, it is really lack of sane authority for 
this international carmunity. 

The developing countries' proble:n is that they have 
to qrow. Usually there is a need to grow due to ove:rval
uation and vecy heavy deficits in the current account. 
It is vecy difficult, if not inp:>ssible, to find a way to 
persuade the peor countries not to grow so fast. 

I agree that the middle power countries are the rrost 
interested in rnaintaining the mul tilaterali ty of l.nterna
tional relations on the econanic scene. Also that we 
have a lot to lose if this international order oollapses. 
The big countries can defend themselves and the smaller 
countries perhaps do not have so much to lose because they 
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are not so dependent on international trade and finance. 
Regarding the p:roposal of "bardi.ng' together" I shall 

say the following: scrce of the rniddle-incane oountries 
have many different interests anongst thanselves. '!he 
need is tllere, blt it should be analyzEd m:>re closely to 
see if this "bardi.ng' togetller" can really be effected. 

I.ooking at what is oow happening to the internatialal. 
fi.nance systan and to international trade, it appears 
that everything has cx:me to a standstill; why this should 
happen I really do not know; as I said at the begirming, 
perhaps it is lack of political will anong the very power
ful oountries. I have this hypothesis that this is part
ly due to scrce kind of dogmatisn \\hich we are finding in 
all these oountries, especially in the U. S. , 'Wich, on 
the econanic scene, is particularly represented by this 
anti-inflationary dogmatisn. I definitely agree that in
flation is scrcething which we have to fight and it is not 
a good thing but, if we were nore balancEd, we could 
look at the anti-inflationary fight as sanething that 
can give us scrce benefits at.- a cost; it is not just an 
overriding objective that we should pursue. When we 
start saying that only one objective is .important we usu
ally have sane kind of dogmatisn, we say: "All right, we 
oow have this objective, we d:> not have to discuss any
thing" because we know that everybody, especially the poor 
oountries, is going to cx:me out and say that we are d:>ing 
wrong." The people living in the rniddle-incane oountries 
oould analyze the facts better and not allow the discus
sions to deteriorate by talking atout very old issues 
such as foreign investment or by trying to go back to the 
liberalization of trade. These are really old slogans. 
~ should not forget all the deeper pmblens which we 
have had, in ideas, in the analysis, in this 25-year pe
riod, and we should pursue them. 

Finally, pmgress in all social matters cx:mes fran 
ideas; if we oow find this lack of political will it 
~d not only be due to lack of interest l:ut also to con
servatisn; it is not the interest of the East-~t or of 
the North-South oonflicts, but rather a way of looking at 
things. One useful thing we can do is to fight ideas 
with ideas. 

Mr. David Hilton 
(Bank of Nova Sootia) : 

I am a recent banker and I have learnt that I have to 
cx:me to these forums and realize that in today's "WOrld 
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bankers are oot the nDst popular of people. As Dr. U:rqui
di pointed out, if you go through your agenda today you 
have to rearrange it and yoo ta1k about finances. Yester
day I carne ac:ross an adage in a magazine that said: "If 
you do not really understarxl the problem look at the fi
nancia! interest. " 

Maybe for a few nú.nutes while I ta1k about sace of 
the refreshing ideas that have cx:1Te up, we can relate 
back to recent experienoe f:r:an the problem of financia! 
managanent that we have had. 

'!he papers presented today had a great configuration 
in front of them: everyl:ody is oonscious that we are go
ing through a set of global econanic problems which nDSt 
of us have not had to face in our adult lifetime, that 
to a large degree, they sean to be systanatic, that they 
are having an uneven :impact and per:haps a stronger :impact 
on the developing countries of the "WOrld than on the in
dustrialized oountries and, in a political sense, they 
are really stretching if not bending or breaking the fab
ric of international ~ation that we have grown up 
with. 

'!he problar$ of population and·of food production 
are t'WO topics that are not popular in political circles 
(one cango through a lot of North-SOuth conferences with
out hearing the "WO:rd "populatiai"); those are problema 
that will have to be brought up as we start looking at an 
agenda for the '80s and '90s. But, as Dr. Helleiner 
said, one has to rearrange things and look at the current 
fabric of the international financia! systsn. The paper 
gave us a recipe of not only the issues but of things 
which have to be looked at in priority. 

There was a third underlying point that was made in 
Dr. Helleiner' s paper which should be kept in mind but 
has been glossed over; he pointed out that in internation
al financia! managenent or in i.ntel:national econanic man
agenent, the internatianal institutions have not been the 
centre of things, that by and la.rge, we have treated the 
l'brld Bank and IMF as subsidiaries to a global systan 
to fulfill functions that were described with saoo l:imita
tion when they were first fonned and then, as the "WOrld 
changed, the organizations changed. But, in fact,. much 
of the dynamic and the growth of the international system, 
CNer the last twenty five years, carne fran sanething that 
ool:ody has ever ta1ked atout here, which is the open mar
ket. That open market system has really se:rved the West 
extranely well, both with respect to the foonatiai of 
capital, the nvvanent of that capital, the investment in 
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productive goods and services and, up until 1979, a pe
riod of unprecedented erorx:mic growth throughout the mar
ket systen world. In fact, as Dr. Urquidi pointed out in 
his paper, whatever we look at ahead for the '80s and 
'90s there does not really sean to be anything that we 
can pull out of the s:x::ialist systan, their track record 
has oot been very good and their present problens are at 
least as intractable as ours are. 

I will say a few 'WOrds about the financia! systan and 
'Where the recipe may lie. SClrebody has made cxmnents 
about backing into the future, certainly the banks have 
been spinning their way into the future in the last 
twelve nonths. I think it is safe to say that the inter
national banking systan had no forecasting facility that 
allc:Mad then to safety net the problens that they were 
faced with starting ayear ago at the time when the Mexi
cans asked for a rescheduling of their debt. 

In the •ad hocking' that has gene on over the last 
twelve rronths, I honestly think you can pull sane positive 
aspects fran it. '!be international banking systan has 
leamt to \o.Ork oooperatively with the international insti
tutions and is probably putting rrore life into t.OOse in
stitutions than govermiental conferences have been able 
to do in the last five years. You will oot hear a prani
nent international banker speak against refinancing the 
t>hrld Bank or adding to the IMF liquidity. In fact, 
during the political debate in oongress this year, the 
strongest representation in f avour of the IMF was cx:m-
ing fran the U. S. banking camruni ty. 

Secon.dly, the banking industry has learnt that they 
are in for the long haul, they know that adjustment is 
not a m::xlel that is written on a ccmputer and is given to 
the Ministry of Finance, in a country like ~ioo or Bra
zil, and that everything is going to get out in 18 rronths 
and you are going to have a surplus on current acoount 
and unemployment may have increased fran 25 to 27%, h.It 
that is all right; the bankers know that the adjustment 
process is goüig to take a long time. The banks, by and 
large, made that decision and backed i t. The new 
rroney addition, the new addition to the liquidity of l::or
rowing countries in Latin hnerica last year ex~ 10 
billion dollars; the arrount of noney which was resched
uled or on which repayment was foregone anounted to al:x:>ut 
35 billion dollars. That was oot paid by any govenmen
tal systen, it was paid by organizations that are \o.Orried 
in a very short time frane about their profit position 
and their own capacity to raise capital so that they can 
grow. 
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The financial crisis is therefore real, but the back.
ing into the future gives us sane hope that you can muddle 
through and keep your eye out oo the greater pictu:re and 
oo the lcnger run. I SUfP)rt those who sey that the an
swer to our financial crisis, at the present time, is a 
wider one than the sinple ooe of purrping no.re liquidity 
into the intematianal system. 

I would like to leave the following for discussian: 
sare of the recipes that -were given in the two papers, if 
not mutually contradictory, will have to be managed with 
great skill. I feel that there is a lot of eloquence and 
reasoo when Dr. Urquidi talks about the need for the de
veloping countries to practise rrore self-reliance but, 
on the other hand, if self-reliance m:!ans the closing 
down of the econanies then it seems to be just another 
added dirrension to the protectionist policies on the 
trade side that -we are already starting to f ind as in
hibi ting econanic growth. 

When -we talk about the need of putting our trade and 
financial policies into the sane analytical anbit -we want 
to do it wi.th sare predictability, -we are going to get 
the right results. I know, fran ~ days of experience in 
the govenment, that the trade people are those who have 
the oonstituency in their own back. yard and they are not 
the people who are the intematiooalists nor the enes who 
are really p:repa:red to 1ook at the longer run, and they 
tmderstand extrenely -well the wi.der ramifications of a 
liberal policy, but their inte:rests and pressu:res lead 
them to a conclusion that is not really the conclusion 
that -we talked about, putting a saner internatiooal sys
tem together. 

The point oí how you initiate the process and get it 
goíng again is ooe that -we have to be a little ca:reful of. 
The '70s were very fashionable times far O:¡:.>e11-ended con
ferences. There were speakers who said this rroming that 
-we prcbably got carried awey wi.th our own :thetoric. We 
may have led ourselves to over-expectatian and sare of 
that may have discredited an intemational system that -we, 
Mexicans and Canadians in this roc:m, seern to agree that 
-we badly need; but the :thetoric did tend to -weaken a lot 
of the organizatioos and a lot of the oanferences that. 
took place in the 1970s. 

We have in f ront of us an excellent panorama of our 
prablem and -we have been gi ven sare very salid ideas on 
where -we may go, but I would suggest that we might want to 
put sare intellectual discipline into our thoughts so as 
to roak.e su.re that -we do not fall into mutually cantradic
tory ideas of what is the best wey. 
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Finally, going back to the earlier cament I can sa:y 
that if we look. back at where we have gene in the last 25 
years we can see that we have dale an awful lot without 
managing; the nm:ket system has served. our respective 
countries particularly -well. 

'!HE FIOOR IS OPENED TO DISClSSICN: 

Prof. vtctor L. U:tquidi 
(El Colegio de ~co): 

I enly want to make ~ brief caments. First of all I 
want to make clear that I was not arguing for a closing 
down in the developing countries; I am arguing for an in
waro look of a nore raticnal nature leading us into a sec
cnd wave of industrializatien; this tille en our own tez:ms, 
with less transnaticnals and unneeded technologies, to pro
duce less needless goods and nore of the things that we 
really do need, such as equipnent. We have the capability 
of carrying out and of ccqierating with our respective 
equa1s arocng Third World countries. Historically, the de
veloping countries have spent en inports every permy they 
have eamed fran exports and every penny they have bor
rowed fran the different financia! souroes. No develq>-
ing country has a.ccunu.lated a lot, exoept for Venezuela 
which has ver:y large foreign exchange rese~s and, for a 
while, the OPEX:: countries accunulated tranendous sur-
pluses but these are IlCM disawearing and have been recy
cled and lost. They have been inporting in great quantities. 

It is therefore not a ma.tter of closing down, the ques
tien is: what do we inport? Do we inport the unneeded 
goods, the calS\mer society gadgets, or do we inport the 
things we really need so as to carry out developtent? I 
am not sa:ying that our develqrient pattems have been good, 
they have been bad; that is our fault, we have to il'lp:rove 
them. 

How can we look. inWcU:dly without being protective? If 
we are not protective we shall be swanped by the industri
al countries again. What is actually loaning is a new 
GATl', a new kind of intematicnal trade system which we 
have not yet thought out very -well. 

Secandly, Mr. Hiltcn underlines the fact that the mar
ket system has worked very well. There has been a ver:y 
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widespread market systen to such an extent that interna
tional agencies were sup¡x:>sed sarehoW' to circl.mvent it 
with such things as soft loans. '!bey have .been left 
marginal and the banks are really the ones which have 
provided the noney with m strings attached and with a 
very peor perception of what they were doing. 'lhis has 
1ed the market system into sane very wi1d schemes and er
roneous policies and a t:rEmmdous overexpansion in many 
countries. Iook at what the market system has done in 
the Middle East. 'lhese countries now are landed with ex
tranely high-oost industrial schemes which they have to 
finanoe with their own m::mey and with whatever loans 
they can get at very fancy prices. 'll1ose markets ~e 
exploited by the sellers of equjpnen.t, just as the indig
enous people of La.tin Arcerica used to be exploited by 
being offered glass beads in exchange for their gold. 
'!he Midd1e F..astern oountries gave oil and they got expen
sive equipnent. 

Last May ata meeting in Manila I heard quite a sto
ry which makes :you feel a little bit sk.eptical about the 
generalized benefits of this great market systen. Cer
tainly in La.tin America we cannot go back to ideas of a 
market system, we have had b.o or three recent experi
ences to shCJl..1 :OOW foolish it was. 

Prof. Gerald Helleiner 
(University of 'lbranto) : 

I 'VQlld like to make clear that I oo not see any contra
dictians J:::ebieen Prof. Ui:quidi' s presentation and mine, 
of the kind that David Hilton was suggesting. I see, 
rather, that t.here are at least three fronts about which 
ene has to think shnultaneously; one thinks of the struo
tural issues that Prof. U:cquidi erphasized; abolle all ene 
thinks of the cyclical shorter run emes of which \E both 
spoke briefly, and one thinks of the systanatic ques
tians dealing with governnents. Addressing any one by 
itself is unlikely to be sufficient, addressing each is 
necessary. Scmehow ene has to find one' s wa.y through 
this thickness of the caiplex interactions; it is a ques
tion of which wey you cut into this collection of things 
which scmetimes creates an .inpression that there is dis
agreanent when there is not. 
· Secondl y, the following question was asked by Mr. 
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Bazdrech: Why the political proble:n of the narent? Why 
is there no political will and so forth? I suspect that 
ene of the things that has happened is that the reaction 
within many market econanies in the industrialized world, 
to what ene might describe as over-governance in the 
u.s., the U.K. and Gennany in particular, has been ex
tended quite inappropriately to the international scene. 
What we are observing in danestic politics is an over
reaction, although not everyl:ody agrees, to governmental 
involvanent, expanding rapidly over the entire post
Second W::>rld War period, in danestic and national eoono
mies - I alluded to that befare. Throughout this period 
many market ec:onan:i.sts, even many fran Chicago, would 
have said that the world is under-governed. '!be stabili -
zation mech.anisms and the equity-provi.ding mechanisms 
are not in place and they never were. 

We therefore find ourselves in a '\IOrld in which do
mestic politics are being totally and inappropriately 
transferred to a world scene which has not irnp:roved in 
the slightest and I suspect that that is part of what is 
doing the damage. However, there are sane grounds fer 
hope. I shall tell you a short aneodote fran. the Cana
dian Deparl::mi:!nt of Finanae: Last week a fellow there carne 
up to me and said: "You know, it seans to me that the po
siti.oiis that you express and those that we express are 
not so far apart any longer." I had to ask him whose po
sitions have been changing over the years. Any crisis 
or danger has a way of conaentrating the mind en::>mously 
and there is sane novanent in difficult ~s towards 
longer-run considerations but it may be that the neces
sary zeal has not been acquired yet and the world will 
have to get a whole lot worse befare we arrive at any
thing analogous to "Bretton Woods." 

I would li.ke to clarify a couple of points: I did 
rot mean to suggest that the solution fer liquidity ques
tians is to :¡;unp liquidity in, thus solving the proble:n. 
Unfortunately not everyone agrees on that and the Chan
aellor of the EKchequer and the Secretary of the u.s. 
Treasury do not believe that nore liquidity is now re
quired. I oo, bit that was not the point I meant to 
make, the point was that we need machine:ry fer longer 
run app:ropriateness in the provision of liquidity. You 
need an IMF quota review syste:n, an SOR p:rovision syste:n, 
a cnnpeusatory financia! facility, all of which deal, in 
ways which we do not have tline to pursue, with oondition
ality in a specific way. But it is the machine:ry that 
is defective; I am not suggesting any kind of solution. 
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en the last point, I oertainly would not want to be 
misunderstood en this direct foreign investrcent issue. I 
wrote a paper fer Prof. Urquidi 's .Madrid Conferenoe en 
this very subject in which the point was that in the pres
ent times, with the obvious relative advantages in equi
ty finanoe and increased risk sharing, there is a nove 
by the Intematicnal Cllamber of camerce and by other 
interests such as the Reagan administraticn to thrust di
rect foreign invesbnent, at long last, dCMn evezyone' s 
throat. People are being asked again to open their ams 
to the sane phencmmcn that existed there befare. 

It IIUlSt be a balanoed :relaticnship in which codes, re
gines and balance of approaches IIUlSt sooehow be found. 
ene IIUlSt not seize cnto this too quickly, the lesscn is 
risk sharing, equity and equity-like finanoe, not old
fashicned direct fo:reign investrcent and the challenges 
to find weys in which risk can be shared. F.quity fi
nanoe can be p.rovided in ways that do not offend naticnal 
sovereignty, do not inhibit indigenous developnent of 
various kinds. That is a substantial intellectual chal
lenge and also a c:hallenge, analogous to t..'1at in the 
trade regirre, in the sphere of developing "A.'llut the U. S. 
COlmcil en Foreign ~aticns calls ~ Trade and Producticn 
Organizaticn, a new kind of ITO of the 1990s. 

Dr. Ian MacDonald 
(President of Yoi:k University) : 

ene of the nost inportant parts of Prof. Helleiner' s pa
per was point 5: "The Need fer Increased Ialg-Ter:m Capi
tal Flows for Developnent." As I look at its potential 
souroes in the develcped world at this particular ti.ne 
when rrost econanies are going through major transfonna
ticns in their structure, particularly of a kind that re
qui.res lcng-tenn capital investnent of a venture capital 
nature for their own :require.nents in dealing with tedmo
logical change, I am not terribly optimistic, as I see it, 
that that is going to be forthcaning to the degree or in 
the kind that Prof. Helleiner thinks is essential, and I 
agree with him that it is essential. Have you any reascn 
to be any rrore optimistic than I am? 
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PJDF. HELIEINER' S J.\NSWER TO DR. MAOXNAID 1 S QUFSI'ICN: 

I suspect that it is because of a differenoe in t:.errpera
mant that I ccntinue to push in directiais which I real
ize are not vecy hopeful; in fact there is not mudl to 
hcpe for in intematicnal bcnd mazkets for develq>ing 
countries, nor in the sphere of these new eguity-like 
arranganents without a whole lot ioore intellectual imports. 
So the easy solutial is to go for direct fo:reign invest
mant and even that is na,..r at risk. We have a situatial 
now in whidl. the major intematicnal institutiais that 
provide this kind of finanoe are m.der fi:re, t.he World 
Bank, not ally IM or the soft loan end of the bank, 
but the World Bank itself is being severely inhibited. 
It has irore sound develqrient p:rojects available al its 
plate waiting to be finanoed, oertainly justifying the 
paynent of the present camercial rates of interest, 
their rates of retum are ioore than adequate and yet 
they are being bound essentially by ideology in Washing
ton reqardin} the degree to which they will be pennitted 
to finance projects. The prívate capital, the rate of 
return and. the intenne.di.ation mechanism are there to fi
nance than and. yet the bank is not being allowed to nove. 

That kind of instanoe is ooe of those ~re ideas, 
vigorously put, may adrieve sare breakthrough. But you 
carmot break through those 'Abo will not and do not want 
to give m:ney to Imwith that kind of idea, this is 
just a value point. 

A c.ANADIAN IEIEGATE: 

I agree with the point that Dr. Helleiner raised, as Dr. 
MacDonald pointed out, that the need for sare assuranoe 
al lcng-te:cm capital flows is there and you carmot over
look the need of a greater anDUnt of strictly ccnoessicn
al m:ney that a large part of the world is not really go
ing to oc:ne in al a financial system, \\hether you want 
to call it a capital market system or not. I do not 
have the answer but there are two things -we have to re
nerrber: me is that the bulk of that m:ney, over the last 
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25 years, has always cc:ue bilaterally and not multilater
ally, that there was a cxnfiguratioo. of political stars 
that led the industrialized COlllltries to favour bilateral 
approaches and then the ci:rcunstanoes that Dr. Mac'IX>nald 
described started cutting into that, around 1976 or 1977. 
I can renenber well being in the Departnent of Finanoe 
towards the end of the '70s and saying: ''We have no nore 
m::ney for aid (canadian aid had been increasing al:x:>ut 15% 
ayear), but is it not wcnderful that the camercial 
banks are recycling the petrodollars?" I am sw:e that 
there were people saying that in every industrialized 
oountry in the world the banking system was filling a 
gap. that they themselves were not prepared to fill any 
langer. 

I agree with the point that you have to go back to 
the intematioo.al institutioo.s, particularly the World 
Bank and the regioo.al develq:nent banks because, am:ng 
other things, they have leverage given their capital 
base. But we are out of ideas there, it is not oo.ly a 
questioo. of political support but it is a questioo. of 
ideas. There are oo.e or two ideas that are going around: 
the idea of co-financing in which officials in this ooun
try have been deeply involved, but they are going to cper
ate oo.ly at the margin and the next financial crisis 
is going to be a large nunber of very poor countries 
falling off the edge. -
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EXECUl'IVE SUMMARY 
The canadian Energy Soene: CUrrent Issues 

OIL 

There is sare \.llloertainty about the future of naticnal 
energy policy. This is likely to persist as lcng as the 
oourse of world oil remains unclear. 

Although in reaent m:nths therehas been a slight im
provenent in the financia! state óf the petroleum indus
tcy, there are no expectaticns of a significant increase 
in demand. Recent substituticn and ccnservaticn are 
likely to offset any increased dem:md resulting fran the 
end of the reoessicn. 

Ia.tely, there ~ to have been a significant im
provenent in the cnoe acrim:nious relaticns beb\leen the 
Federal Govemnent and the petroleum industcy. The de
cline in oil revenues fer both govemnent and industcy 
seen5 to have enoouraged a nore cooperative approach be
~ the two parties. Spokesnen fran the industcy see 
the ccnciliatory style of the present Minister fer Ener
gy as having ccntributed to this develqmant. 

There are growing doubts about the eocnanics of ex
pensi ve frcntier exploraticn and develqmant at a tima 
of levelling off of world oil prioe rises. Plans to de
velcp the luc:rative Hibemia field are still in abeyanoe, 
pendLrig final settl.enent of the Federal-Provincial dis
pute over jurisdicticn. These factors have created ccn
oem over Canada's ability to achieve its goal of oil 
self-sufficiency by 1990. 
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The Federal Govemnent has becare increasingly con
oemed about the high cost of the exploraticn and devel
qmmt incentive grants for the frcntier areas. As a re
sult, it has reoently passed regulaticns making it rrore 
difficult to d:>tain them. 

Fbllowing the dernise of two heavy oil nega-projects 
in 1981-1982, investrrent activity is stirring again in 
this field. A nurrber of ccmpanies have in reoent m::nths 
armounoed plans to build scaled-down plants for the pro
ducticn and upgrading of heavy oil and tar sands. 

There is presently ccnoem about hCM to keep the prire 
of natural gas at 65% of that of crude oil when the Nat
ural Gas and Gas Liquids Tax runs out. 

Canadian natural gas sales to the u. s. are t-Jeak be
cause of a surplus in that marlcet. 

Ccnsequently, there have been pressures by the U.S. 
Govemnent and gas purdlasers to reduce the prioe of ca
nadian gas. 

Canadians :remain ccnoemed over the fact that the U.S. 
has not yet ccnstructed its part of the A1aska Highway 
Pipeline. 

EIECTRICITY 

'!he naticn's two largest hydro-electricity produoers 
-ontario and Quebec- currently possess majar surpluses 
of electricity, but do not have enough custarers. In the 
case of 01tario, inability to find new custarers for 
this surplus might nean higher prioes for current custan
ers, in arder to enable the provinoe to pay off the debt 
en its costly nuclear ccnstructicn program. 

Hydro-Quebec's aggressive marlceting of electricity 
for indust:ry ccnflicts with the Federal Govemnent's 
goal of encouraging the use of natural gas. Having al
ready invested $500 mn in the Trans-Quebec & Mariti.Ire 
Pipeline, the latter rnust also sucoessfully prenote nat
ural gas in Quebec to justify this massive expenditure. 

The Canadian nuclear indust:ry ccntinues to be 
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plagued with serious financial problems arising fran a 
lack of demand, both at hooe and abroad, far its product. 
As evidence, Canada recently agreed to an unusual barter 
sale of a CANDU reactor to Rcmania. There are slim pros
pects far other sales abroad at this tine. 

A recent incident involving a majar leakage fran the 
prirnary heat transport system of a CANDU reactor in cnta
rio -previously assurred to have been unlikely to occur
adds to the uncertainty clouding the industry's future. 

Presently, the market is quite depressed. Steel roills 
buying Canadian coa! have decreased their prices. 
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ENERGY POLICJES IN CANADA 

A. ENERGY OVERVIEW 

The canadian energy soene is cacplex. canada has ene of 
the highest per capita consurrpticns of energy in the 
world (7,043 kg oil equivalent in 1980, versus an aver
age 4,151 kg for industrial market ecxnanies as a whole 
and 1,217 kg for Maxioo - Uni~ Naticns Yearlx:x::ik of 
World Energy Statistics, 1980). This high level results 
fran canada's relatively oold clima.te, the enerov
intensive nature of many of its eooncmic activities, and 
great distanoes for a relatively small pq>ulaticn. "As in 
other oountries, of oourse, tllere are also inefficien
cies in energy use. 

In 1982 about 39% of priroary energy used in canaaa 
carre fran oil products and LPG, 31% fran priroary steam 
and electricity, 19% fran natural gas and 11% fran ooal. 
About 31% of energy is used in industry, 28% in trans
port, 23% in residenoes and farms, and 18% in c:x:rmeroe 
and servioes. 

canada is rich in energy resouroes. Its priroary en
ergy supplies are varied. They include oil, natural gas, 
ooal, nuclear and hydro power, sene wood, and -to a 
small extent- various other fonns of renewable energy. 
canaaa is a major produoer of oil, natural gas, ooal, 
hydro-electricity, and uranium. 

en balance, it is a net exporter of energy, includ
ing natural gas, ooal, and electricity. Its net imports 
of oil have virtually disappeared this year. 

There is great disparity in the regicnal distribu
ticn of energy resouroes. '!'he prepcnderant cxnsuning 
provinoes are cntario and Quebec, where two-thirds of 
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the naticn' s populaticn lives. '!bey have large hydl:o re
souroes but ot:heJ:wise are basically energy-deficit prov
inces. For its part, Qltario inports ccnsiderable 
anounts of ooal fran Pennsylvania and increasingly fran 
Alberta to generate electricity. With its hydro 
resouroes IOOStly tapped, it has tm:ned increasingly to 
nuclear power. Qltario Hydl:o operates ene of the world' s 
largest nuclear generaticn systems. The other energy
deficit provinoes are Manitcba. and the Atlantic p:rovinoes, 
inporting oil fran the "WeStem oil-p:roducing provinoes 
and fran abn>ad, respective! y. 

British Col\lllbia, Alberta and Saskatchewan are energy
surplus p:rovinoes in oil, gas and ooal. In the east, the 
reoent disooveries of gas of fshore Nova Sootia and oil 
offshore Newfoundl.and could tum them fran energy deficit 
to sw:plus. 

Thus, canada has within itself the microcosm of energy
surplus and deficit countries. The increases in world 
oil prioes sinoe 1973 have been reflectad darestically in 
a transfer of real resources f:ran the energy-inporting to 
the energy-exporting provinoes. In a number of aspects 
this mirrors the relaticnship of oil-exporting and indus
trialized oil-inporting oountries. 

The increase in wor).d oil prioes brou:Jlt prosperity 
to the energy-sw:plus provinoes, while the reoent decline 
in these prioes has deflated the heady CFEC-like lx>an 
there. cai.versely, the energy-deficit p:rovinces were par
ticularly vulnerable to the econani.c reoessicn but are 
now experiencing reviva!. 

canada has had its share of econani.c downtum, miem

ploynent, govenment deficit financing, high interest 
rates, and inflaticn. It has been fortunate enough not 
to have suffered the severity of inflaticn and indebted
ness experienoed by other countries including ~co. 

B. ENERGY S'l'RATEGIES ANO POLICIES 

l. Background 

Given all this, it is not surprising that energy policy 
strategy has been a key issue in canada during the past 
decade. It has also been a ma.tter of great deba.te and 
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indeed acrim::ny, sinoe it irrpinges on so many interests 
within the eoonany. 

carpared with I1DSt other OOtn'ltries with federal can
stitutions, the provinoes in Canada have a 1arge degree 
of p:JWer relative to the Federal Govemnent. This in
cludes ownership of natural resouroes and the ability to 
levy taxes in oertain specified areas. The provincial 
govemnents have had differing peroeptions éllIUlg them
selves regarding energy prioes, export levels, revenues, 
fiscal and econanic policies; the Federal Govemnent has 
seen itself as ai:biter for the naticn. 

Federal govemnents in Canada have devoted consider
able efforts to fonnulating energy-related policies 
sinoe 1973. 

The IIOSt irrportant and nost c:::aiprehensi ve of these 
policies to date is the federal Naticnal Energy Policy 
(NEP) i.Irplemanted by the Liberal Govenurent in Octaber 
1980. It was designed as a oomerstcne for the naticn's 
econani.c destiny in years to care. The subsequent federal
provincial agreanents on troces, royalties and invest-
:nent incentives were reached with a view to dete:cnining 
the distribution of the expected massive increase in rev
enues. These were originally envisaged in the NEP to 
arrotn'lt to as much as $214 bn in the five years 1981-1986. 

2. The Naticnal Energy Progranme 

The Federal Govenment's paper outlining the NEP in oc
td:ler 1980 set forth four major reascns far the Pro
granme. 

i. The Govenment felt a need to shield and stinnl
late the ecanaey at a ti.ne of rising intematicnal oil 
prioes. Growing dependenoe en inports was considered tn'l
neoessary and inprudent, as it would make Canada wlnera
ble to econani.c and political pressures. 

ii. The Govenment wished to p:rarote increased cana
dian CMnership and control in the oil and gas industry, 
which had been heavily daninated by foreign interests. 

iii. The Gove:rnrcent saw need to change the fiscal 
structure of the petroleum industry, in o:rder to inprove 
its share of revenues and thereby benefit Canadians in 
ncn-producing provinces. 

iv. There was a desire to avoid an "exoessively pro
lcnged" and potentially divisive debate en energy prob-
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lems at a tima when decisicn, managerrent and tmity were 
needed. 

The Prograrme has three major, well-knCMn chjectives: 
i. Security of energy supply and ultimate indepen

denoo fran the world oil market. 
ii. Increased c:pporttmity for Canadians to partici

pa.te in the petroleum industry. 
iii. A petroleum pricing and revemE-sharing regirre 

whic:h recognizes the need for "fairness" to all Canadians 
regardless of where they li ve. 

3. The 1981 Canada/A.lberta llql:eelrent 

Subsequent to annotmoerrent of the NEP caree a lengthy 
round of negotiaticns between the Federal Govemnent and 
the govemnents of oil-producing provinoos. The first 
and IOC>St arduous negotiaticns were with A.lberta. The re
sulting agreerrent en Energy Pricing and Taxatian (EPI'A) 
becane a pattem for other provinoos - British COlumbia, 
Saskatchewan and Nova Sootia. 

A.lberta had strcngly chjected to the NEP in its origi
nal fonn, denouncing it as arbitrary, discriminatory, and 
a blatant attempt to tak.e over the provinoo's resouroos. 
It acoordingly announood a programe of oil production 
cutbacks and the suspensian of Y10rk en two major oil 
sands projects. The dispute between the two govemnents 
was to prove costly to the eccnany. 

IEsolution of the ccnflict required not cnly higher 
oil and gas prioos than envisaged originally by the G:Jv
emnent, but also clarificaticn of severa! other issues, 
including resouroo CMnership and centro!, distributicn of 
eccnanic rent, fiscal regirre and the nature of Canadian 
energy policy fonnulaticn. 

The rnajor features of the Canada-A.lberta agreerrent 
are the follCMing: 

a. Pricing 

i. a two-tiered wellhead pricing regime for oonventional 
oil; 

ii. a faster schedule of prioo rises than envisaged 
in the original NEP; 
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iii. establishnent of the New Oil :Raferenoe Prioe 
{NORP) {effectively the "WOrld oil prioe} , for produoers 
of oil discovered after Januacy 1, 1981; 

iv. a oeiling en gas prioes of 65% of oil delivered 
to Tonnto; 

b. Fiscal 

i. a rise in the Petroleun and Gas Revenue Tax rate f:tan 
8% to an effective 12%; 

ii. canoellatiro of the federal p:rcposal to tax ex
ported gas; 

iii. setting of the Natural Gas and Gas Liquids Tax 
{NGGLT) at 65% parity with CJ:We oil; 

iv. introductiro of an Increm:mtal Oil ReVenue Tax. 

The two pa.rties anticipated that this a.greenent 
would :result in their sharing about C$214 bn in petm
leun revenue in 1981-1986, the period of the agreement. 
This is now unlikely, in view of the danpened world oil 
market. , 

When it becarre inc:reasingly evident in early 1983 
that the agreemmt's pricing policies were no lroger vi
able, negotiatiros bet:ween ottawa and Alberta were :re
suned. The :result was an eighteen :m::nth agreemmt, signed 
June 30, 1983, 'Which revisad the pricing regime. The 
a.greenent is expected to inject about $250 nn into the 
troubled petroleum industcy during this tima, with 
medium-sized Canadian fions the prime beneficiaries. The 
policy changes are discussed in the secticn ro oil and 
gas pricing. 

The NEP and subsequent :revisioos oc:nsist of policies 
in four major a:reas, discussed belcw: 

i. oil and gas pricing; 
ii. taxes; 
iii. incentives; and 
iv. Canadianizatiro. 
The paper subsequently examines issues and policies 

pertaining in tw:n to oil {to which the NEP is largely 
add:ressed) , gas, coa!, electricity, and renewable energy. 
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. C. OIL 

l. OVerview 

a. Productiai 

Oil is a majar oatpanent of the canadian energy sector, 
with :respect to both productiai and consunptian. Canada 
has for many years been aie of the world' s dozen or so 
leading producers. In the past decade productian has 
averaged 1.5-2.1 :nn b/d. In 1982, productial of 1.5 nn 
b/d was half that of .Mexioo 's. 

Productiai has 1.nltil the mid-1970s exoeeded cansunp
tiai. However, with the gradual exhaustian of cx:nven
tiaial oil reserves, this has reversed itself. The net 
demand for iirpart:ed oil has varied greatly since then, 
as kM as an average 5,000 b/d in 1978 and as high as 
210,000 b/d in 1980. 

About 86% of Canada' s crude oil is produced in Al.ber
ta, where the first major find was made in 194 7. Saskat
chewan produces about 10%. Small amunts are also p:r:o
duced by British Colunbia, .Manitaba, the North-west Ter
ritories, c:ntario and New Brunswick. Total p:roved re
serves of crude oil and NGL are estima.ted to be 8. 3 l:n 
barrels. 

While Canada has historically been able to supply 
ali or :nost of its petroleum needs, it has engaged in a 
sizable trade of energy. Large quantities of canadian 
oil are exported to the llnited States, while eastem can
ada imports a large percentage of its needs fran ooun
tries such as Saudi Arabia, Venezuela, and .Mexioo. This 
occurs because of the size of the oountcy, which makes it 
cheaper to inport oil by ship to Quebec and the Atlantic 
provinoes, than to have it pipelined across the breadth 
of the oountcy. 

M:>st ellpOrts are heavy oils (200,000 b/d), which are 
in suxplus because of sma.11 darestic demand and ref ining 
facilities. For severa! years Callada did not perinit ex
port of light crudes, whose supplies are nore limited. 
This ban was lifted earlier in the year because of low 
darestic demand for these crudes. 
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b. Uses 

According to 1982 statistics, oil products and LPGs consti
tuted about 39% of gross available energy sources in Cana
da. About 45% was used in transport, 38% for heating and 
steam raising, 10% for non-energy purposes such as asphalt, 
petro-chanicals and lubricants, and the rana.ining 7% was 
used as fuel in oil refineries. 

Oil and its by-products make up about 95% of energy used 
in the transport sector, 35% in the residential and fa:an sec
tor, 22% in the industrial sector and 34% in ocmrerce and 
services. 

c. Refining 

At the beginning of 1983, total Canadian refining capacity 
stood at 2.02 mn b/d, a level which has not changed signifi
cantly in the past decade. About 60% of this capacity is 
located in the major pop.tlation centres of southern Ontario 
and Quebec. Ontario has bvo main ref ining centres, in Sar
nia and southwest of Toronto. Quebec has the country's 
largest refining centre at lt>ntreal, as well as one at Que
bec City. British Columbia has seven refineries, IOOSt 
close to Vancouver. Other significant refineries are found 
at Frlmonton, Alberta; Saint John, New Brunswick; and Dart
nouth, Nova Scotia. 

d. Transport 

Canada has an extensive nebork of pipelines to transport 
oil across the country, including about 20,000 km of main
line conduits. Pipelines also ll'OVe Canadian oil to the u.s. 
Midwest, Northwest, and upper New York state. lt>st crudes 
ll'OVe through the systems of Interprovincial Pipe Line Ltd., 
which ll'OVes oil to the east, and the Transrrountain Pipe Line 
Conpany, which ll'OVes it to British Columbia. In 1982 about 
74 mn cubic metres (465 mn barrels) were delivered to Cana
dian refineries via pipeline. 

2. Oil Pricing 

a. Danestic Oil 

Prior to the NEP, wellhead prices for oil produced in Cana-
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da had been significantly lower than world prices. nie 
NEP and federal-provincial agreatents introduced major 
but gradual and scheduled price in.creases. Since 1981, 
danestic prices have folla...ied. the trend of international 
prices l::ut have basically renained below them. 'Ibis is 
designed to p:rotect the ecx>nal\Y f ran the shcx::k of sudden 
and large shifts in the price of oil. 'll'ley also seek to 
stinulate exploration and developrent activities; enoour
age consumers to :inprove efficiency in energy use; shift 
oonsumers fran oil to other energy sources; and in.crease 
the Go\Ternnent's revenues fran the petroleun sector. 

nie wellhead price of crude oil produced in Canada 
depeOOs on whether it is old oil ("oonventional" oil) or 
new oil. 

nie exact definition of old oil and its pricing re
g.ime has altered on nore than one occasion since the for
m.llation of the NEP. Since the June 30, 1983 agreenent 
between the Federal Go\Ternment and the Province of Alber
ta, it has been defined as oonventional oil disoovered 
before April 1, 1974. 'Ibis oil is to continue receiving 
C$29.75/barrel (in effect since Januacy 1, 1983). Up to 
the revised agreenent, the price of old oil had not been 
pennitted to exceed 75% of the world price. Now its 
price is to be frozen at 83% of the current world price. 
However, if the "WOrld price should rise and the danestic 
price fall to less than 75% of the new price, dcmestic 
prices will be increased to that level as stipulated in 
the original agreenent. At the sane time this price 
will not be allowed to exceed the world price. Should 
the world price fall belar.7 C$29.75, the price of old oil 
will fall accordingly. Old oil makes up alx>ut· two
thirds of the dcmestic oil used in cariada. 

New oil, as defined by the aforementioned agreatent, 
row includes: 

i. conventional oil disoovered after March 31, 1974; 
ii. oil produced fran "Wells drilled in gaps in exist -

ing fields; 
iii. synthetic oils; 
iv. production fran the Canada Lands (i.e. territo

ries not under the jurisdiction of the provinces, such 
as the Arctic or offshore areas). 

v. all existing tertiary rec<:Nery and exper.imental 
projects, providing that certain tests regaxding :royal
ties are :rcet; 

vi. certain "Wells that have suspended production for 
at least three years. 

These receive the New Oil Reference Price (NORP), 
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which is effectively the intemational price. Neverthe
less, a considerable proportion (42% according to one es
tímate) of this oil is selling abolre the intemational 
price -in sane cases as much as C$5.00 higher- for the 
equivalent crude. This is because the price differential 
between the highest quality and lowest quality oil in ca.n
ada is not as wide as that for similar foreign oil. Con -
se;¡uently, heavier oils currently are priced at $2 and $5 
per barre! nore than similar crudes fran Venezuela, while 
lighter quality oil receives $0.85 to $0.90 nore than sim
ilar :iroported oil. '!'he Federal and Alberta goverments 
have a:mnitted thenselves to el.llnina.ting this p:roblem by 
the end of the year. 

b. Inp:>rted Oil 

Refiners who process :i.mp:>rted crude oil purchase it at 
higher prices than ckroostic ::::rude delivered to 'lb:ronto or 
M:>ntreal. However, it was and is Federal policy to make 
crude oil available th:roughout ca.nada at similar basic 
prices. 

F.arlier, an oil .inp:>rt cx::mpensation p:rogranme existed, 
under which .inp:>rters of foreign oil paid the intemation
al price but \\ere reimbursed by the Federal Go\Ternnent 
for the excess of that price over the canadian danestic 
price at 'lb:ronto. Inp:>rted oil was valuad nonthl y as if 
al! .inp:>rts into F.astern Canada were delivered to M::>n
treal via the Portland pipeline. Similar ccmpensation 
was also given to refiners of synthetic crude oil derived 
fran the tar sand deposits in Alberta, since they had 
rought it at world oil prices. The ccmpensation subsidy 
cama fran general govermient revenues, though in practice 
oil exports \\ere large enough that the export charge in a 
sense p:rovided the requisite revenue. 

Under the NEP the various prices for .inp:>rted and Ca
nadian oil, whether old or new, are blended to produce a 
single weighted average price for Canadian oonsumers. 
Presently, this price is ab:>ut 90% of the world price and 
is expected to be severa! points closer in the fall. 'lb 
produce this blended price, dcmestic refiners using im
ported and IDRP oil receive subsidies fran the Federal 
Go\Ternrrent to bring down their crude oil costs, so that 
they equal the costs of those using conventional dcmestic 
oil. 

At the sane time, an .i.rnposition called the Petroleun 
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Cclrpmsatian Charge is levied an darestic :ref iners in an 
anount sufficient enough to provide these subsidies. Now 
it is the petroleum consurrer who pays for the subsidies 
rather than the federal t:reasury. 

The PCC is currently fixed to a maximum of $75/cubic 
net:re ($11.92/bar:rel). The actual anount was set at 
$39.64/cubic net:re ($6.30/bar:rel) an Decent>er 1, 1981 and 
was la-.iered to $23.64/cubic net:re ($3.76/bar:rel) en Janu
ary 1, 1983. 

3. Taxaticn and Ibyalties 

a. Inc::are Tax 

The federal and provincial tax structu:res for the oil and 
gas industry are basically the same as for any other oor
poratic:ns, except for the t:reatment of royalties. Never
theless, the:re are a mmber of provisic:ns which gi ve 
these firms special t:reatment with :respect to their cana
dian activities. The :rrost irrportant of these ccnoem oer
tain exploratian and develcprent expenses which are capi
talized and are, ccnsequently, not deductible an a cur
:rent basis. 

As part of the NEP's incentive systan for oil and gas, 
the eamed depletioo allcwanoes provided for in the tax 
legislatian have been el.iminated or are being phased out 
for m:::st exploratioo and developrent activities. 

Eamed depletioo or an equivalent incentive is to be 
:retained for new synthetic oil projects and for p:re
scribed enhanoed oil :reoove:r:y projects. The Govemnent 
is p:repa:red to provide eaz:ned depletioo to tertiary recov
e:r:y projects upen agreenent with the specific provinoe 
ccnoemed. 

These policies carne into effect because the Govem
nent felt that eamed depleticn allowanoes were not an ap
propriate exploratian and developrent incentive to the in
dustry, given the goals of the NEP. They did not speci
fically prarote new exploration. 

b. lbyalties 

These are paid to the provinoes on production fran provin-



156 RELATIONS BETWEEN MEXICO AND CANADA 

cial lands and to the Federal Gov'errmmt on production 
fran lands not coot.rolled by the provinces. 

e. Pet.roleum and Gas Revenue Tax 

'Ihis is the major new fiscal instnment of the NEP. It is 
used mainly to help finanoe the Pet.roleum Incentives Prcr 
granrce (to be discussed) • 

'!he Governmant introduced this tax on the g:rounds that, 
while the existing tax structure had provided generous in
vestnent incentives, especially for larger f.illns, the fed
eral tax base had suffered erosion. sane large and profit
able pet.roleum producers ~ left in a ¡:osition where 
they paid no tax at all, a degree of incentive which is re
garded as both urmecessary and unfair to the taxpayer. 
'!he major goal of the PGRI' has been to bring about what in 
the Federal Governmant' s view 'tlOll.d be a fairer sharing of 
the econanic rents of oil production. Aqainst the objec
tions of many in the industry, the Govermient argued that 
this tax 'tlOll.d leave the industry with sufficient cash 
flow. 

T.he PGRI' is a tax of general application to the net 
operating incx:me fran the production of oil and gas. It 
is basically a non-tax deductible federal royalty. Its 
current effective rate is 11%. In 1982 the Goverment col
lected $1.45 bn through the PGRI'. The bllk of these funds 
-$1. 3 bn- were paid out as PIP grants. 

Because the PGRI' is not deductible in the catpltation 
of i.nccrte tax and on acoount of the fixed selling price 
for oil and gas, its full ~ is borne by the producers. 
This has been another reason for industry' s objection to 
the tax. 

d. '!he Incremental Oil Revenue Tax 

Under the agrearent with Alberta the Federal Governnent in
dicated that it would introduce an :inp::>sition, effective 
January 1, 1982 to tax the incrarental revenue earned by 
producers of old oil in Alberta. 

Nevertheless, the IORI' has been effectively suspended 
since June 1, 1982. The earliest that it will be reintrcr 
duced, if ever, will be June 1984. Suspension of the IORI' 
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raooves grounds for Al.berta's concern that its recent -roy
alty reductions might be taxed away by the Federal Govem
ment. 

Sate in the industry have argued that the continued 
suspension of the IOR!' will make no practica! difference 
to the oil industry as a whole. Mlat it mana.ges to save 
through the IORI''s suspension will be taken away f:ran it 
throucjh incx:me true. It has even been suggested that the 
industry as e. whole w::>uld wird up paying less true if the 
IORI' had been :in'g;:losed. 

ü::ME!V'er,the true does not affect all in the sane way. 
The winners are those with sufficient write-offs f:ran ex
ploration to allow them to avoid paying incxJ:ne true. 'lhey 
w::nild have been required to pay the IORI', had it been im
posed. As Mr. Lalonde, then Mlltj.ster for Energy has 
stated, the IORI' suspension benefits "Canadian cxmpanies 
that are the :rcost aggressive in searching for new supplies 
of oil and gas." 

e. Oil Export Charges 

'1hese are based on the ooncept that there should be ro in
centive to export oil so long as Canada remains a net im
¡;orter. 'lhey were first introduced in 1974 to enable the 
Federal Ga..re:rrmmt to collect the dif ference between the 
world and danestic prices. At the present t:ime, because 
of market oonditions, these taxes are on the whole effec
tively nil. 

Under the NEP, half of these charges go to the two oil 
prcxlucing p:rovinces. 

f. The Canadian CMnership Special Charge 

'lhe Energy Mninistration .Act gives authority to jmpose a 
special charge on the sale of oil and natural gas in order 
to help finance the NEP goal of pennitting Canadians to ac -
quire control of the datestic operations of a nurnber of 
large foreign-controlled petroleun fil:ms. Since May 1981 
this true has been $1.15/barrel (0.8 cents/litre) for oil 
and 15 cents/roc:f for natural gas, used danestically. The 
charge is bome directly by the consun:er. '!he funds ool
lected are then credited to a Canadian <Mnership Accmm.t 
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and used for acquiring assets, such as those of Petrofina 
in 1981. 

At the present ti.ne, the Govenment intends to inter
pret the purpose of the tax IIOre liberally and use it to 
help pay for other energy p:r:ogrannes. Officials have in
dicated that it oou1d be used to pay sare of the oosts of 
holding down the prioe of natural gas, to finanoe a pub
lic invesbtent in oil sands negaprojects, and to p:rovide 
rcore equity for Petro-Canada or federal E & D incentives. 
It has indicated in the April 1983 budget that the tax 
will remain indefinitely, thereby adding al.m:>st $1 tn p.a. 
to its revenues. 

Critics have suggested that the real :reascn for the 
dlange in its use may be because the Govemment needs a 
wey to cut into the high deficits predicted for the can
ing years sinoe cur:r:ently its takeovers appear political
ly inprudent and it is short of :revenues. They describe 
the tax as being exoessive and the intentim to revise 
its use as wrcng. 

4. The Petrolemt Incentive Programe 

The Petroleun Incentive Programe (PIP) has the purpose 
of: 

i. enoouraging investnent in the oil and gas sector 
by canadian individuals and carpanies; 

ii. praioting greater canadian ownership of the petro
leun industry; 

iii. providing sare cx:opensatim for the loss of de
pletim allowanoes. 

It makes available direct incentive payrrents for ex
ploratian and develqm:mt to finns -both taxable and 
non-taxable- as well as to individuals. 

The programe is administered by the Federal Govem
nent, through the Petroleun Incentives Board, which an
S\Ers to EMR. In Alberta it is run jointly with the pro
vincial govemnent. 

Grants are awarded as a peroentage of eligible oosts. 
'1hey can be quite generous. A canadian-owned finn explor
ing of fshore or in the Arctic can get back as mud1 as 
$.80 for evecy $1 that it spends. 

carpanies that do not have a sufficient degree of Ca
nadian oc:ntrol do not qualify for PIP grants exoept in re
spect of exploratim oosts incurred en canada Lands. The 
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higher the applicant's Canadian Clwnership Rate, the high
er the grant. Exploratien en Canada Lands reoeives high
er grants than that oc:nducted en provincial lands. 

PIP has been criticized for its t.endency to distort 
investnent decisians in the petroleum industry to serve 
ideological aims rather than ecx:nanic raticnale. Invest
nents are being diverted lMay fran projects in which 
they "WOuld p:resumably be ecx:nanically efficient to t:hoSe 
satisfying political criteria. Coosequently, it is seen 
as prcm:>ting ecx:nanic inefficiency in the sector. This 
is so to the extent that sooe analysts of can.adían ener
gy have beac:nE inc:reasingly skeptical of the Prograrn' s 
ability to maet cne of its major goals: the :realizaticm 
of petroleum self-sufficiency for Canada by 1990. 

'The producing provinoes have criticized the pro
gréllllle en the grounds that in their view it has helped to 
divert exploraticn iMay fran their lands to the frcntier 
:regians (Federal QJvemnent ccntrolled) favou:red by the 
PIP. Acoording to the Petroleum M:nitoring 1qency, 
drilling in the provinoes fell fran $2.4 l:n in 1981 to 
about $1.6 bn in 1982. During the same period frcntier 
drilling rose fran $1.2 l:n to $1.6 bn. 

Presently, the QJvemnent awears inc:reasingly ccn
oemed about the cost of the PIP. In 1982-1983 it oost 
$1.3 bn; estimates for 1983-1984 suqgest it could run as 
high as $1.9-2.3 bn. ene :reascn for suc:h a 1arge in
c:rease is :reoent shaJ:p rises in the cost of drilling in 
the Arctic. At the ti.ne of writing, the Minister of En
ergy has exp:ressed the intentien of reducing the allo
cated funds and making it haxder for applicants to abtain 
assistanoe. 

5. canadianizaticn 

As noted a1:ready, ene of the major goa1s of the NEP is to 
inc:rease substantially can.adían participaticn in the 
darestic petroleum industry. 

The NEP provided four major :reascns for seeking this 
goal: 

i. The:re was ccnceni that rising oil prioes would 
push asset vahes of fo:reign-owned fims to levels which 
"WOuld discourage acquisitians by canadians. 

ii. It was feared that oil sands investnents by for
eigners wou1d add to their a1:ready high sha:re of assets 
in the industry. 
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iii. The Governnent desired that a larger share of in
dustrial benefits fran l.arge-scale energy projects accrue 
to Canadians through the enploynent of fewer fo:reign man
agers and the purchase of a g:reater p:roporticn of capital 
in canaaa. 

iv. The:re was cencer.n that fo:reign centro! of land 
upen which eJCploraticn occurs, as well as the :reinvest
nent of large cash fla,.,s, "WOuld increase the power of for
eign ocupanies to dictate the priorities and pace of cana
da's energy :resource develq:mant. 

Canadianizaticn is to be carried out in tiu:ee ways: 
i. At least 50% Canadian o.-mership of oil and gas pro

ducticn by 1990. 
ii. Canadian centro! of a "significant" (NEP Update, 

May 1982) number of the larger oil and gas finrs. 
iii. An early inc:rease in the share of the oil and 

gas sector o.-med by the Govemnent of canada. 
Concrete steps ta.,.¡ard these goals include: 
i. '!'he Petroleum Incentives Grants designed to encour

age Canadian o.-med and centrolled firms to eJCplo:re. 
ii. A :reservaticn of a 25% inte:rest in the canada 

Iands for the Federal Govenment. 
iii. A requ:i.rement that the overall average Canadian 

o.-mership of a producing field in the canada Iands (terri
tories not under provincial centro!) be 50%. 

iv. '!'he "Canadian <Mnership Tax," which provides a 
fund for the purchase of shares in fo:reign o,.med or ccn
trolled petroleum ocupanies. 

a. Canadian <Mnership and Control 

At the heart of Canadianizaticn policies lies the cenoept 
of the Canadian <Mnership Rate (COR}, a number which in
dicates what percentage of a fil:m's assets are under cana
dian centro!. In reoent years the Govemnent has tried 
to influence the deg:ree of darestic o,.mership in industry 
by neans of the Fo:reign Investnent ~view l>qency. COR is 
a no:re direct neans of influencing this variable since it 
relies on fiscal incentives. 

To be eligible for Canadian status a fil:m IlU.lSt dem:n
strate that it is under the de facto, as opposed to 
strictly legal, control of a""Canadian(s) via a ccnpli
cated and detailed set of regulatioos. For exanple, a 
co:rporation is regarded as non-eligible if 5% or IID:re of 
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its voting shares are owned by a nen-eligible persen 
(i.e. neither a Canadian citizen or a landed :il'lmigrant) 
or by a oorporatien based outside of Canada, or if the 
agqregate holdings of its voting shares by individuals 
who are nen-eligible perscns exaeeds 25% in the case of 
publicly traded shares or 40% in the case of privately 
traded shares. 

b. Petro-Canada 

The Canadian naticnal oil ooopany, Petro-canada, is an 
inportant instrunent in the Govenment's Canadianiza
tien efforts. It was established by an Act of Parlia
nent in 1975 "to explore far hydro-carlx:n éleposits, to 
negotiate far and a<XJUlle petroleun and petroleun prod
ucts fran abroad to assure a cxmtinuity of supplies 
far the needs of Canada, to develcp and exploit depos
its of hydro-carlxns within and without Canada in the 
interests of Canada, to carry out researdl and develcp
nent projects in relatien to hydro-carlxns and other 
:Eools, and to engage in exploratien far, and the produc
tien, distributien, refining and marketing of fuel." 

In its first years the corporaticn was ve:ry ccntro
versial, having been viewed with suspicien as an instru
nent of the Liberal Govenment to extend its central 
over a major, privately-ccntrolled indust:ry. The Pro
g:ressive Cooservatives cpposed its creatien and during 
their period in ~r in 1979 ccnside:red dismantling it. 
Nevertheless, the ccntroversy has by now subsided and 
all th:ree major political parties acoept it as a legiti
ma.te participant oo the Canadian energy soene. 

Petro-Canada has quickly grown into ene of the five 
largest petroleurn finns in Canada with a total asset 
base of about $7.5 bn. Revenues in 1982 \olere $3.38 bn 
($2.71bnin1981) and net, undistributed earnings \olere 
$131 mn ($204 mn in 1981) • It is the ooly natienal, 
fully-integrated, Canadian-owned oil ccrrpany. Its rap
id growth. is largely due to a mmber of majar aCXJUisi
tioos of fareign subsidiaries in Canada. These ir.elude: 

i. Atlantic Ridlfield Canada far $343.4 mn in 1976; 
ii. Pacific Petroleums for $1.5 bn in 1979; 
iii. Petrofina Canada for $1.46 bn in 1981; 
iv. The refining and marketing assets of BP Canada 

for $346.5 mn in 1982. 
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Petro-Canada devotes a lot of attential to off shore 
exploratial and related activities. About 35% of its 
capital budget in 1982 was spent al these activities. 
It is the ally 1.arge canadian landholder in the highly 
prospective east coast offshore and is a participant in 
ever:y major offshore and Arctic play. In 1982, Petrcr 
Canada took part in 27 of the 39 wells drilled in these 
fraltier regials. 

It ccnducts exploratial al the Scotian Shelf, the 
Grand Banks, and offshore Labrador. Its activities in 
the Arctic are carried al t:hrough Panarctic Oils, in 
which it is the main shamholder. 

Its mainland exploratial activities in 1982 includ
ed U8 exploratory wells (52 oil, 28 gas, and 48 dry 
and suspended) and 316 develcprent wells (129 oil, 138 
gas, and 49 dr:y) • Almost all of these wells were in Al -
berta. 

Petro-Canada's total oil productial for 1982 (be
fore royalties) was 58,600 b/d; total natural gas pro
ductial (before royalties) was 373 mcf/d. 

The corporatial also takes a straig interest in 
heavy oils and tar sands and is a partner in Syncrude 
and canstar. It is engaged in studies and pilot proj
ects in enhanced heavy oil recovery by steam and fire
floc:xli.ng, in situ tar sands recover:y nethods, and heavy 
oil upgrading prooesses. 

The co:cporatial's total sales of gasoline and dis
tillates in 1982 was 28.9 nn barrels, up fran 25.3 nn 
barrels in 1981. At the end of 1982, its marketing sys
tem included about 1,400 service statials, U5 sales 
agencies and 100 bulk outlets. 

In 1982, Petro-Canarla ccntinl.Ed to act as the agent 
for the Maxican oil inports, which totalled 52, 800 b/ d 
(about 35% of total crude inports) , in cc:nparisal to 
49,700 b/d in 1981 • 

.Arocng other activities, Petro-Canada holds or has 
held interests in dalestic coal fields, North Sea and 
of fshore Spanish fields and has engaged in seismic 
drilling off the coast of the Pecple's Republic of 
China. 

In 1980, a subsidiar:y, canertech, was established 
for the pu:cpose of assisting the develq:m:mt of comer
cial altemate energy projects in Canada. 

The follCMi.ng year another subsidiar:y, the Petro
Canada International Assistance Corporation, was estab
lished. It uses flmds supplied by the Govemrcent in 
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order to provide assistance to developing nations in ex
ploring and developing indigenous oil and natural gas 
:resources. P:resently, it is engaged in projects in Tan
zania, Jamaica, Senegal and Barbados. 

c. Fo:reign AcxjUisitions 

The Cbvemnent enpiasizes that its Canadianization ef
forts are not be inte:rp:reted as rreaning that fo:reign in
vestrrent is no lcnger desired in the petroletnn industry, 
cnly that a greater proporticn of this investrrent must 
originate frcm within Canada. 

In addition to the aforerrentioned Petro-Canada acx¡ui
siticns, the Canada Develoµrent Co:rporaticn fonred in 
1981 a new oil and gas finn, Canterra En.ergy Ltd. , out 
of the inte:rests of Aquitaine, Texasgulf, and COC Oil 
and Gas Ltd. In 1982 it paid out $600 rm. to acx¡ui:re the 
assets of Texasgulf Canada. 

In Deoercber 1981 the COOperative rroverrent and the 
eovemnent agreed to \\C:r:k together to develop an invest
rrent vehicle that allc:MS the many cooperative rrembers 
across Canada to participate in the oil and gas sector. 
Three new organizations have corre out of this: the Cooperative 
Energy Association, a holding a::impany; the Cooperative Energy 
Developnent Co:rporation, an oil and gas exploration and devel
opnent a::impany; and the Cooperative Energy Invesbrent Ftmd, a 
trust fund. The Government is to invest $100 I1U1 over a five
year period to match invesbrent funds generated by the coo¡r
erati ves themselves. 

Irrportant initiatives have also c::are frcm the pri
vate sector. In June 1981 Dare Petroleum acx¡uired part 
of the Hudscn 's Bay Oil and Gas Co. assets. The take
over was canpleted in March 1982 for about $2.0 bn al
together. Another 10 Canadian finns spent nearly $2. 7 
bn in 1981 to purchase assets of fo:reign-a\111.ed finns. 
AI:ierford Resources acx¡ui:red Marathon and Pan Ocean for 
$225 rm. and Harvard Resources acx¡uired Termeco for $150 
rm. both in 1982. 

By July 1982, about $7. 7 bn had been spent to pur
chase fo:reign assets. However, the costs of takeovers 
and worsening conditicns in the industry :resulted in a 
significant sla.ving down of takeovers in 19 82. The take -
overs viere financed by floating rate loans through Cana
dian chartered banks, which in tum borrowed u.s. funds to 
pay erstwhile owners. 

As a :result of this policy the rate of Canadian con-
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trol (based en petroleum-related revenues) has risen 
fran 18. 7% at the ti.ne of the .úrplenentaticn of the NEP 
in 1980 to 26.2% at the end of 1982. canadian CMO.er
ship during this period has risen fran 26.1% to 34.2%. 

d. Reacticn to canadianizaticn 

¡t has been argued that, political appeal notwithstand
ing, no cxnvincing ecananic reascns for canadianizaticn 
rreasures are to be found. They rnay, in fact, be an un
necessacy and wasteful rrethod of securing resource bene
fits for canada. 

New energy taxes and regulatory devices introduced 
in the NEP have effectively reduced windfall profits 
and industrial benefits fl<M.ing to foreigners. Yet, the 
purchase of foreign petroleum carpanies .úrposes signifi
cant lcng tell!l costs over and above the benefits gener
ated by the new trures and regulatory rrechanisms. 

cppcnents of the NEP argue that there is evidence 
to suggest that non.e of the four raticnales originally 
cited in justificaticn of canadianizaticn rnay be pres
ently valid. 

i. While bock values of foreign-cxntrolled can
panies have j.ncreased slightly, their acquisiticn cost, 
as indicated by their values an the Torcnto Stoc:X Ex
change Index, has dropped significantly since mid-1981. 
canadian canpanies were lured by the NEP into making 
their acquisitians at the peak of the oil price boan 
and the beginning of the PIP. These factors appear to 
have led buyers to overest:iroate the value of the as
sets which they acquired. 

ii. The oil sands projects have been shelved. The 
NEP, anyhow, had included a provisicn that develcprent 
of the sands required at least 50% canadian participa
ticn. 

iii. The achievemant of a larger share of indus
trial benefits for canadians via energy develcprent can 
be acc::arplished through rreans other than canadianiza
tioo, such as the Office for Industrial and Regicnal 
Benefits established in 1981 "to ensure that ireqaproj
ects rnake roaximum possible use of canadian planning 
skills, project develcprent ability, machinery and ma
terial supply capability and capacity for further pro-
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oessing of resources. " As lEll, the shelving of many of 
the foreign-cx:ntrolled major projects could pennit roc>re 
time for the develc.pcent of Canadian skills and souroes 
of supply. 

iv. '!'he ability of foreign-owned finns to infringe 
upen natiaial sovex:eignty over the ene:rgy sector is al
ready ci.rcmlscribed by an extensive set of regulaticns 
and taxes whidl ensw:e Canadian sovereignty over this im
portant sector of the ecx:nany. 

'!'he ~iticns of foreign prc.perties, in the view 
of the Gavemor of the Bank of Canada, am::ng others, ap
pear to have cx:ntributed to the da-mward pressw:e en the 
Canadian dollar and the upward pressw:e en darestic inter
est rates in early 1981. 

In an analysis carried out by the Bank of f>bltreal 
(Bank of f>bltreal, "Canadian Corporate Takeovers: Sane Eco
nanic Impacts," ~treal, July 28, 1981) it was fol.Uld 
that the takeovers weakened the Canadian dollar both en 
account of f oreign investmant outflows and because the 
foreign interest payments mquired to servioe the debt 
would exoeed the dividend payment whidl the Canadianized 
ccnpanies wou1d have made. I estimated that, if takeovers 
had ccntinued at the rate of early 1981, there wou1d have 
to be either a leng-teJ:m decline in the value of the Cana
dian dollar by U.S.$0.05 or a continuing positive differen
tial of 200 basis points l::lebe:m Canadian and u. s. short 
teJ:m rates. To restare the balance of payments to equi
librium and to pay for the aaiuisiticns up to J'uly 1981 
would have required a reductien in Canadian ccnsumptien 
of $875 nn p.a. far the next decade. 

These figures do not take into account other costs 
such as the souring of the invest:nent climate in Canada, 
the Canadian Q..mership Cl'large bome by oil and natural 
gas ccnsuriers, or dlanges in the financia! oanditicns of 
the acquiring finn.s. 

The aoqui.ring cxnpanies have becane saddled with 
large debts at high interest rates at a time when their 
net incanes \Ere drcpping. Statistics (Statistics Canada, 
Industrial Corporaticns' Financia! Statistics and canpany 
annual reports) show that in 1980-1981 retum en equity, 
retum en capital enployed and the ratio of short-tenn as
sets to short-tenn liabilities declined significantly, 
while the ratio of lcng-tenn debt to shareholders 1 equity 
increased significantly amcng the acquiring industries, 
carpared to both other petroleum industries and indust:cy 
in general. ~cent statistics fran the Petroleun Mcnitor-
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ing Agency show majar losses oo the part of canadian ac
quiring finns in 1982. The credit worthiness of many of 
these finns is poor. They have bec:are so highly lever
aged that further declines in eamings could imperil cxn
tinood operatioo. 

Yet, in the view of sare critics, canadianizatioo 
policy prarotes this trend. It discourages daoostic 
finns fran tapping foreign capital markets for new equi
ty, sinoe this would lc::Mer their canadian ownership sta
tus, making them less eligible for generous PIP grants. 
COOseql.J:mtly, because the daoostic capital market has a 
limited capacity to absorb large equity or debt issoos, 
these finns are encouraged to cpt for bank loans. 

6. The canada ranas 

These territories include the Nort:llwest Territories, Yu
koo, the areas off .canaaa .' s ooastlines and various other 
sma.11 paroels of land. The Federal Gove:ament 's claim 
to jurisdictioo over sana of them was earlier c:hallenged 
by Nova Scotia and is still being disputed by Newfound
land, delaying develcprent of the fields. 

The NEP includes a majar overllaul of the regulatioos 
involving the managercent of these territories: 

i. The Craim. is to have a 25% carried interest in 
eve::ry right oo the canada Lands, to be cxnverted into a 
'WOiking interest at any tine prior to the authorizatioo 
of camercial producticn. 

ii. M::>re vigorous efforts are to be expended taward 
exploratioo and develcprent of these lands mder cxn
tracts signed bebNeen the Federal Govemrcent and petro-
1.eum exploratioo finns. 

iii. A minimum of 50% canadian ownership is to be re
quired for any productioo fran the lands. If a lioenoe 
fails to rceet this requirenent, it is to be :r:eneiEd re
serving to the Govenment a share equal to the differ
enoe bebNeen 50% and the lioensee 's actual CDR. 

iv. To encourage the use of canadian goods and ser
vices, applicants for both exploration and production per
mits must show that their activities provide industrial 
and ercploynent benefits for canadians. 

v. To ensure that canada reoeives a "fair" share of 
the ecxnanic rent, lioensees are required to pay to the 
craim. a progressive increnental royalty equal to 40% of 
net operating profit in exoess of a 25% threshold rate 
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of .retum. This is in additicn to the basic royalty of 10% 
of all the oil and gas produced fran the 1ands under li
cence. 

7. The Newfoundland Offsho:re Oil Dispute 

Fbr about fifteen years \\hat has often seened like an ir:rec
cncilable dispute has existed between the Federal and New
foundland Govenments over the ccntrol of offsho:re oil :re
souroes. The ccnflict intensified in the wake of the :re
cent disoove:cy of an estima.tea. 1. 2 bn barrels of recover
able oil by .lt>bil at the Hibemia field in the Grand Banks. 

In January 1983 the two govenments appeared to :reach a 
broad ag:reenent al managenent and :revenue sharing, but not 
al CJl.o.llerShip of the :resouroe. Nevertheless, the agreement 
quickly collapsed as a :result of diffe:rences in inteJ:p:reta
tial over \\hat was said at neetings. 

It now appears likely that the prd>lem wi.11 be settled 
ultimately only through the courts. Shortly after the col
lapse of the talks the Newfoundland Suprene Court ruled 
unaninousl y in favour of the Federal Government. A similar 
acticn is pending befo:re the Suprene Court of Callada. 

Evidently, the Federal Govenment feels ccnfident that 
it can win its case in the Suprene Court, for in July 1983 
it annotmoed the ccnclusion of ag:reenents \\lOrth $1.2 bn al
together with f.Dbil Oil of Callada, Petro-Canada and others 
for eJCploraticn off the coast of Newfoundland. 

Qlce the jurisdicticn ccnflict is :resolved, an energy 
pricing and :revenue sharing ag:reenent wi.11 :rema.in to be 
:reach.ed. Gi. ven the uncertainties surrounding the futu:re 
oourse of world oil prices and the develqmmt costs of 
this field, this could be quite a lengthy prooess. Final 
decisicns oanceming iqlortant technical questicns -the 
nature of producticn platfonns and the mathod of transport 
for the crude oil- ranain to be made as well. A shortage 
of equiprent suitable for the caiditicns of this area is 
also likely to ~r develqmmt. 

8. The Arctic Fields 

To date, no camercial-scale disooveries have yet been made 
in the Beaufort Sea area. Because of the unfavourable envi
:rormental conditicns and great distances fran markets, the 
producticn costs of any fields in this a:rea \\lOUld be so 
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high that only a very large volume of oil 'WOUld be oc:mner
cially viable. 1982 drilling results show that the Tarsiut 
field contains about 350 mn barrels. On the scale of 
fields in the rest of the oount.ry this is quite :inpressive, 
b.lt it is estimated that beb.ieen 500-1000 mn barrels w::>uld 
be required to be cx:mnercially viable. Onl y if another 
field of similar size is discovered nearby would the ooun
t.ry be able to take advantage of Tarsiut. 

Nevertheless, sc:ue predict that the search for oil in 
this region of the oount.ry will be intensive over the next 
few years, pending possilile changes in the generous PIP 
grants currently available to explarers. In 1982, explora
tian expenditures increased by nD:re than 50% over the previ
ous year. 

'Vbi.le the international majors still control much of the 
exploratian activity, c:lazens of smaller ocmpanies have 
joined in recently through fann-in arranganents. 

9. Heavy Oils 

cariada has huge reserves of largely untapped tar sands and 
heavy oils, in northem Al.berta and the Cold Lake and Ll.oyd
minster areas along the Alberta/Saskatchewan border. Dur
ing the mid-1970s cancern about canada's growing dependenoe 
an foreign oil pi:arpt:ed increased interest in the r:ossibil
ity of developing these deposits. 

The tar sands may be the world's largest single petro
leum deposits, estimated by sare to be able to yield nDre 
than 1 trillion barrels of synthetic crude. Processing, 
both expensive and damaging to the envi..roment, requires 
separation of these materials and upgrading of the oil. 

Ll.oydminster oil can be reoovered by cxmventional meth
ods, b.lt productian has been rather limited because of the 
low efficiency of such recovery, high productian oosts, 
peor transportability, and unsuitable products. 

Cold Lake oil, estimated to be able to yield as much as 
5 bn cubic metres, is nore viscous and is similar to the bi
tumen in the Alberta oil sands. Conventional productian 
methods are not practica! in these deposits. 

The Syncrude and Sunoor plants initiated the cxmrercial 
mining of the tar sands for refining in the East. Operat
ing p:roblans, particularly during difficult ~ther, ha.ve 
made it hard to maintain production anywhere near rated 
capaci ty. However, perfonnance has recentl y :inproved 
considerably and the ccmbined production total for the tw:> 
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plants in 1982 was about 117,500 b/d, double that of the 
previous year. 

In reoent years there had been a oouple of major new 
projects under oonsideration for the developnent of extra 
heavy oil and the tar sands. Cold Lake and Alsands (Fort 
Mdtlrray) , as they were kmwn, were expected to eventua.1-
ly produce about 140,000 b/d. Up until 1981 they experi
enced a steep rise in costs, including those of drilling, 
capital goods, tedmical and p:rofessional manpower, and 
interest rates. However, there was opt.imism for these p:roj
ects, given the expected long-temi trend of rising oil 
prices. The euphoria dissipated in 1982, in the wake of 
downward revisions in the expectations for danestic oil 
consunption, p:roducer prices and industry cash flow. As a 
oonsequence, in May 1982 the $13 l:n Alsands p:roject was 
cancelled, despite favourable financing and tax p:roposals 
fran the Al.berta and Federal Goverments. 'Ibis ame only 
a few nonths after the postponing for an indefinite dura
tion of the $12 bn Cold Lak.e heavy oil recovery p:roject. 

Yet, there are currently s::Jne signs of reviva! in 
this field. Cmlpanies are emerging fran the psychologi
cal shock of having to adjust to the NEP, the recession 
and the decline in the oil market. Lately, there has 
been a deceleration in cost increases and inproved p:rofit
ability of oil production. Recent ooncessions offered by 
both the Federal and Al.berta Govermients are seen as 
signs of a renewed interest in the developnent of oil 
sands and heavy oil reserves. In 1983, it ~ that 
oanpanies are c:anoentrating on planning snaller-scale in
vestments than the earlier :multi-billion dollar nega
projects. 

In July 1983, after being offered financia! oonc:es
sions by the Al.berta Govermient, Syncrude anoounced plans 
to uriiertake a $1.2 bn expansion plan at its Fort M::.
M.lrray plant. Productian in the next five years is to in
crease about 20%, fran a current 106,800 b/d to 128,800 
b/d. 

BP Exploration is to proceed with oonstruction of a 
$200 mn oil sands p:roject at V«:>lf Lak.e, Al.berta. '!be p:roj
ect is to produce about 7,000 b/d. 

In August 1983, Esso Resources Canada Ltd. received 
pennission fran the Al.berta Energy Resources Conservation 
Board to begin phased developnent of its reserves at Cold 
Lak.e. In this downscal.ed version of its old Cold Lak.e 
negap:roject, an initial investment of $300 mn WJUl.d re
sult in production of 18,800 b/d of heavy oil. Upgrading 
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facilities w:>uld be added upon improvarent of mark.et caidi -
tions. 

In the sar.ne nDnth plans were announced to bJ.ild a $600 
mn heavy oil upgrading plant at the Consuner's Cooperative 
refinery in Regina. 'lhe plant will have a capacity of 
50,000 b/d and will upgrade heavy oil by mixing it with 
light and ~un crudes. It is expected to be operating 
in 1987. 

At the tmie of writing, a decision on a $1.6 bn upgrad
ing oarplex at Lloydminster was still pending. The p:roj
ect, p:roposed by Husky Oil Ltd. of Calgary, would be capa
ble of producing about 60,000 b/d of upgraded oil. '!he 
plans to bJ.ild the upgrader at Regina lessen the chances 
that this p:roject will proceed in the foreseeable future, 
since it does not appear that the Federal Government will 
supp:>rt a second upgrading plant in the province. 

Prices for conventional heavy oil are detennined in 
the saine manner as for light oils, i.e. \'lells developed be -
fore March 31, 1974 receive the old oil price, while tlx:>se 
developed after this date receive the new oil price. En
hanced reCXNery projects, experinental p:rojects, and syn
thetic oils receive the new oil price. 

One issue currently impeding further progress in heavy 
oil developnent is the differential between darestic light and 
heavy oil prices, which is seen as too small to cover the 
cost of upgrading. 

10. 'lhe Ecorx:mic State of the IIñustry 

1982 was another bad year in the canadian pet:rolemn indus
try. Acoording to the Pet:roleun IV.bnitoring 'Aqency, total 
revenues rose only 9.0%, in oontrast to the previous three 
years which saw average armual increases of ItDre than 20%. 
Net incx:me fran all operations, which in 1981 had declined 
by 31% (fran 4.5 bn to $3.1bn),in1982 declined 52% to 
$1.5 bn. 

Because of the recession-induced decline in cxmsuroor 
demand, the d.CMnstream sector was particularly hard hit. 
Yet, higher prices and l~ troces and royalties for oil 
and natural gas enabled exploration and develo¡;rcent activi
ties to increase revenues and net incx:me fran these activ
ities by 21% to $20 bn and $2 bn, respectively. 

'lhe w:>rst hit \'lere canadian fil:ms engaged in the take
over of foreign assets. Acoording to the Pet:roleun M:>ni -
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toring 'Aqency, these fims in 1982 reoorded losses of sooe 
$600 nn, in cmparisan to profits of $500 nn the previous 
year. They acoounted for the bulk of the profit declines 
experienced in the industry in the past year. Fbreign 
fims showed an overall profit decline of 19%. Canadian 
fillllS not engaged in takeovers (and the:refo:re also able to 
avoid high inte:rest rates) did best, having shown a de
cline of aily 14%. Their :relatively favourable perfor
nance was in part due to an absence of downstream major op
eratians. 

These statistics 'WOuld awear to support those who ccn
tend that the policy of buying back the canadian petroleum 
industry was undertaken atan ~rtune time, i.e. when 
prices and demand for oil were f alling and inte:rest rates 
were still high. 

The problems of Canadian fims engaged in takeovers 
were dramatized in 1982 by the case of Date Petroleum, ooe 
of the major players in the field. Its nost celebrated ac
quisiticn was the $2 bn Hudson's Bay Oil and Gas Cmpany. 
This purchase was advertised by the gove:oment as proof of 
the sucoess of the NEP. At the time few SéM that the steep 
rise in inte:rest rates and decline in intematicnal oil 
prices, alaig with the NEP's higher taxaticn, 'WOuld 
cripple Date' s cash flcw. Eventually, the finn' s debts 
went out of ccntrol. The :result was that in mid-1982 a 
$1 bn salvage plan by the Goverment, in ooc.peraticn with 
four major canadian banks, had to be WOJ:ked out to save 
Date fran bankruptcy and the Goverment itself fran an 
acute enbarrassnent. The operaticn 'WOuld :result in the Gov
e:oment acquiring a large deg:ree of ccntrol over the caipa
ny, effectively :rendering it a ward of the state. Through 
Date alone, Ottawa oould eventually aoqui:re a sey in as 
muchas 20% of Canada's oil plays, including the Beaufort 
Sea Area. 

The petroleum industry is quite critica! of the Feder
al Gove:oment's policy and feels discrirninated against. 
Yet, the sane Petroleum M'.Ditoring Agency Report reveals 
that, while the industry 's net i.nc::aie en canadian opera
tians fell by 28% in 1981-1982, net.incare in all other 
nai-financial industries in Canada fell by 49%. Petro
leum's share of profits relative to all other non-financia! 
industries -47%- was a record. 

Financia! :resµlts for first-half 1983, in nost cases, 
have been better than for the sane period in 1982. Ccn
sunpticn of gasoline is up 2.2% over the sane period last 
year. Demand for petroleum products overall is up 5.6%. 

The major integrated oil cx:npanies are al1 showing an 
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inprovement in downstxeam financia! perfoi:mance. I:n¡leri
al Oil 's net eamings thus far are $133 nn, up $2 nn f:ran 
the sane period last year; Qll.f's net ea:cnings are up 10% 
to $125 :an; Texaoo's are up 9% to $151 nn; SUnc:or's are up 
to $41 nn f:ran $16.3 nn. cnly Shell has seen its ea:cnings 
drop -$73 mn to $39 nn- because of expenditures for the 
oonstructicn of a :refineJ:y. 

Although in the past b.1o years the main cx:ntributors 
to industry eami.ngs have been upst:ream activities, in 
the cani.ng eighteen IID'l.ths, at least, the p:roporticnal 
cx:ntributicn f:ran downst:ream activities is likely to rise. 
This is because the June 30 Ottawa-Alberta AgJ:eenent aims 
to f:reeze -wellhead priaes until the end. of 1984, :resul.ting 
in a levelling off of upstxeam eamings, although this 
could be no:re than offset by the new ag:reement's provisicn 
allowing a g:reater proporticn of oil to :reoeive the new 
oil prioe. At the sane tille ~ticns of rising cx:n
sumer demandas the ecx:nanic situaticn inproves portend 
w:!ll for downstxeam q:ieraticns. 

Good perfo:i:mance in downstxeam q:ieraticns could be 
fol].a.,e:l in 1985 by a growing oontributicn f:ran the small
scale, heavy oil p:rojects undertaken :reoently, in the wake 
of the demise of the negap:rojects. 

11. :Aeacticn to the Naticnal Energy Prograime 

The NEP has been called "the IOOSt significant attenpt 
ever made to assert Canadian sove:reignty over a fo:reign
oont:rolled ecanany, the crowning gloi:y of the Trudeau 
liberals' fourteen year :regine. Or, the NEP is the IOOSt 
destructive, inept, mistaken policy ever hatched by those 
scheming interventicnists in Ottawa who have sucoeeded 
cnly in driving up the prioe of gas and driving out busi
nessman and their noney. " (Judy Steed in the Glcbe and 
Mail, March 19, 1983.) These b.1o statements aptly surcma
rize the views of propooents and cppe:nents of the highly 
oc:ntroversial NEP. 

The:re has never been IIUldl disagi:eenent over the p:ro
graime' s fundanental goals: cnly the neans of achieving 
them. 

a. In Favour 

Propooents have praised the NEP as a bold initiative to-
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ward an industrial strategy for Canada and an asserticn 
of Canadian eaCl1anic rights. Canadianizaticn has been 
seen as halting the drain of natioo.al wealth to fo:reign 
head offioes and pennitting nore profits to be :retained 
at bate as well as jabs in high tedmology, :research and 
develq:aent a:reas. 

The NEP awears to have substantial support am:ng 
ccnsumars who have benefited f:ran petroleum prioes mark
edly below intematioo.al levels. 

Yet while supporting the política! abjectives of the 
NEP, stn:ngly natioo.alistic critics such as am:ng the 
New Dem:x:ratic Party have argued that the govenment was 
not going far enough and was being too timid in aiming 
for oo.ly 50% Canadian ownership by the end of the decade. 

b. .Against 

Criticism has cx:ne f:ran a great variety of other sources 
including the u. s. Govennnent, provincial governm:mts, the 
petroleum industJ:y, financia! camentators and other re¡r 
resentatives of the private sector, and Il'OSt recently, 
the Intematioo.al Energy Aqency. 

The u.s. Governrnent. The Ame!ricans have objected to it on 
the grounds that it interfe:res with the workings of the 
free ma:rlret and is apt to discourage fo:reign investnent 
in Canada in other a:reas. They perceive Canadian oarpa
nies as ncw having the right to "raid" Anerican-owned 
finns, while the latter are debilitated by the :restric
tioo.s of FIRA. Both the carter and ~an administra
tioo.s have exp:ressed ccnoem over the :retroactive Feder
al Qlvemnent carried inte:rest provisicn -25%- which 
was seen as a fonn of expn:.priatian. (To appease these 
ccnoems, the Q:Jvenment is pn:.posing CCllJlellsaticn when 
the carried inte:rest provi.sicn has been exercised, and 
it is giving assuranoe that this kind of legislatian 
will not be extended to other sectors of the ~) • 
The:re has also been indignatian over the easy financing 
arrangenents available to Canadians in their takeovers. 

The Producing Provi.nces. In the original draft of the 
NEP the Q:Jvenment avoided a di:rect export tax en gas, 
which was strcngly opposed by the producing provi.nces. 
Yet the new excise and inccma taxes an oil and gas have 
proven no less un.popular with Alberta, Saskatchewan and 
British Columbia. These we:re seen as yet another at-
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tenpt by the Federal Q>vemnent to increase its power and 
revenue at the expense of the p:rovinces, particularly the 
~t. The proposed oil and gas prioe schedules -were ccn
siderably bela,.,r those demanded by the producing p:rovinces. 
FUrther, as noted a1ready 1' the PIP grants favouring explo
ratial and develcpnent al the Canada Lands are seen as 
serving to disoourage these activities al provincial 
lands. 

Alberta's oppositial to the NEP has a1ready been not
ed. In respcnse to the initial set of policies, it start
ed cutting back oil production by 15% begirming in March 
1981 and holding oil sands and heavy oil projects in abey
ance until agreenent was i:eached with ottawa. Such poli
cies if maintained 'WOUld have seriously threatened the 
viability of the NEP. 

Industry. Although industry had i:eacted fran the begin
ning with straig disapproval of the original NEP as a bla
tant and wiwarranted intervential in the :ma.rlcet, i:eactial 
to the EPI'A :required sooe tirce beca.use it was both can
plex and lacking in detail. The vecy fact that th.e two 
parties -were finally able to care to sooe sort of long 
tenn ag:r:eenent, nevertheless, had a positive effect al 
the p:r;qx::nents of the NEP as -well as on the canadian busi
ness ccmnunity. J:k:Mever, oooe industry cbservers had a 
chance to examine the possible effects of the ag:r:eenent, 
the reactial oooled sarewhat. Writing in the Financia! 
Post (September 9, 1981) Rd:Jert D. BrcMn and Rd:Jert B. 
Parscms of Price Waterhouse Cltart:ered .Accountants 
ccmnented: 

• • • the oil industry itself has a grc:Mi.ng sus
picioo that it has been left out of the winners' 
circle. Though it has been frantically pushing 
its pencils since the agreenent was arlllOUilced, 
the industry still seems cx:mfused as to what the 
program really neans. The best guess at this 
point is that there will be vecy little benefit, 
if any, to producers in the next two years, and 
indeed, sooe of them rnay even suffer reductioos 
in their netbacks al "old" oil fran the de
pressed levels inposed under the NEP. The pre
cise nunbers depend al the details of the agree
nent, which, at the naxent, seem foggy in sever
a! ai:eas. 

These sentinents -were echoed by both the Canadian Pe-
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troleum Association and the Independent Petroleun Associa
tion of Cana.da. Industry felt that the higher prices al
lowed by the agreement were m::>re than offset by the high
er taxes and myalties which it entailed. Natural gas 
producers, who were already facing a severe shut-in prob
len, were especially oonoerned. M. Lalorxie' s cla:i.m that 
"industzy gets the m::>ney it needs to get on with the job" 
was widely rejected. 

Reaction to the June 30, 1983 revision of the EP1'A 
has been mixed. Al though industry spokesmen \\ere general
ly pleased that the two parties had reached agreemant, 
irost still insist on the deregulation of prioes as the 
m::>st effective solution for the industzy. There appears 
to be little optimism at this time about a major upturn 
in the industry and a new raft of projects. 

Private industzy has criticized the NEP on severa! 
other grounds. In its view, it was fonnulated l.lllilateral -
ly without adequate oonsultation with either the industry 
or the provincial goverrments. It was felt that the de
pressing effect that the new taxes and the withdrawal of 
incentives WJUld have on netbacks w:mld nean a decline of 
oil and gas exploration and developoont efforts. As not
ed earlier, the PIP was perceived to have a tendency to 
distort investrrent decisions. 

Although there has been a marked decline in explora
tion and developoont efforts sinoe the NEP was anoounoed, 
it is not easy to detennine if the NEP is largely respon
sible for this, as sare critics WJUld contend, or if the 
general reoessian and the intemational slurq;> in the pe
troleun industzy in particular are m::>re to blarne. 

Ccltpanies interested in exploring federal lands have 
been critica! of the retroactive dl.anges in regulations 
resulting in a 25% Federal Goverment share in discov
eries on such lands. The Government tried to placate i ts 
critics on this issue in .May 1981 by announcing that the 
Federal back-in to the Cana.da lands would be accmpanied 
by sane canpensation to the ccrnpanies for exploration 
oosts. .Many in the industzy saw it as a step in the 
right direction l::llt not sufficient. 

So strong has been the industry's opposition to the 
NEP that Mr. H. Earle Joudrie, President of the Indepen
dent Petroleum Association of Cana.da, warned in an inter
view in the Globe and M"lil ÓT\ January 15, 1981 that "Can
ada rs opportunity for oíl self-sufficiency is being 
kicked out of the window, or at least into the next oen
tury. " He added that the NEP could turn out to be one 
of the oostliest bll.lllders that the canadian government 
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has ever cc:mnitted. 
Royal Bank Chail:man, Mr. R:>land Frazee, in speaking to 

the bank' s annua1 meeting in the sarre nonth argued: 

It seems arundantly clear by rt:M that it [the 
NEPl is so seriously flawed as to be a non
starter which should be withdrawn and recon
sidered. AOO in that reconsideration, let 
all of the key players have reasonable input! 
We need oonsensus in energy policy, oot tab
lets f:ran the nount. 

The Goverment has also been criticized for trying to 
keep daoostic energy prices at an artificially low level 
which may lessen incentives to engage in conservation. It 
is seen as paying out large anounts to subsidize the cost 
of :imported oil while at the sarre tine spending large surns 
for programs designed to overoane the wasteful use of ener
gy that oil subsidies encourage. The problem is sunrnarized 
sucx:::inctly in the clalin that Canadians have the lowest en
ergy prices outside of the OPOC oountries and the highest 
per capita oonsunption of energy. 

The NEP has been charged with adding to the atnosphere 
of uncertainty which the petroleun industry in cana.da 
feels it has been functioning under for a nunber of years. 
There is an impression that the rules of the gane have 
been changed too often. 'lhere is a lack of clear and de
tailed rules under the NEP. The huge voluma of changes it 
seeks sean rather canplex and oonfusing. The federal/pro
vincial wrangles also oontribute to the uncertainty. 

'!he International Energy Aqency. Recentl y, even the Inter
national Energy Aqency, to which canada belongs, has criti
cized the NEP. It describes the policy as being too cx:m
plex and attempting to serve too many dif ferent econanic 
and political goals. 

The agency praises cana.da for its incentives to pro
rrote oonservation and fuel switching, but at the saine t.ine 
urges that: 

i. Canada should adopt world prices fer all daoostic 
oil and reduce regulations governing natural gas once the 
current federal-provincial agrearents expire in 1986. 

ii. A rrore flexible oil taxation reg.ine should be es
tablished allowing producers to have a threshold rate of 
return on investments before troces. The current five tier 
tax and :royalty system should be replaced with a single 
tier, excluding oorporate incx:roo. 
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111. The canadian amershi.p programe should be ironi
tored so that it does not give "inappropriate signals" to ca
nadian or foreign oil and. gas aarpanies, as industcy can
ditiais vary over tima. 

iv. M::>re taJres and charges should be inposed on vehi
cles and. gasoline so as to prarote increased oil canserva
tion in the transport sector. 

Ali the sane, despite the critics, the NEP appears to 
have remained pcpular arocng the public. As Harvie Andre, 
the CCnservative e.nergy critic fran Calgary concedes, "It's 
be.en a disaster fran day on.e except as a public relatiais 
adventure ••• the NEP is a sucoessful policy. The pecple 
like it. Who doesn't support canadianization?" (Glcbe and 
Mail, .March 19, 1983.) 

D. NATURAL GAS 

1. üveJ:vi.ew 

Natural gas plays an inportant role in the energy makeup of 
Cariada. It provides a rich sow:ce of export eamings and. 
cantributes to eccnanic activity in the eotmtcy, especially 
in the Western provinces. M::>re recently it has gained 
significance because of the inp)rtant role it plays in the 
Federal Govenment 's National Energy Programe. As amada 
is well enaa..ied with natural gas, it is being touted as the 
nost econanical substitute for oil. 

2. Gas and the National Energy Programe 

Ole of the roa.in objectives of the NEP is to see amada nove 
éMa.Y fran its dependence on oil. Govemmant policy is to 
develop a strong darestic market for natural gas and to 
reduce -but not cut off- darand on Canadian oil reserves. 
To achieve this end, this Govemmant has initiated a number 
of programes designed primarily to develop new markets 
both within and outside amada. 

3. Pricing 

Pricing is a ve:ry cantentious issue both with :respect to 
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the darestic and export InaJ:ket. The NEP specifies that 
pricing policy is to neet two needs: it must provide a) 
adequate .incentive to productioo., and b) stroo.g enoourage
nent for ocnsuners to use natural gas .in preference to oil. 

a. Gas Pric.ing and the New ottawa/Alberta Energy Agreercent 

The new gas pric.ing system is very much like the system it 
replaced where the producer price was established after de
duct.ing transportatioo. and other costs fran the Torcnto 
wholesale price. 

The agreem;mt guarantees that natural gas prices will 
not rise above 65% of the price of oil no matter what ha¡r 
pens to oil prices, at least until 1985. The aim is to 
aont.inue provid.ing ocnsuners with an .incentive to switch 
off oil. Alberta gas producers, however, will recei ve the 
next scheduled .increase .in the Al.berta border price 
- $0.25/Mcf, and part of the .increase scheduled for 1984. 
This neans the dooestic price f or gas rose to about 
$2.83/Mcf on August- 1, 1983. 

The Government has kept the price of Alberta's gas .in 
eastem Canada at 65% of the price of crude oil over the 
past three years. The result has been that I!Ore than 
165,000 households have coo.verted to natural gas up to De
oember 1982. Natural gas is ncM the I!OSt used heat.ing 
fuel .in Canada, serving I!Ore than 3.4 nn hales - 41% of 
all Canadian residences. Notwithstanding the effects of 
econanic slowdown and conservation efforts, gas coo.sunp
ticn .in Canada .in 1982 rose by about 3% over 1981. 
Furthenrore, it is estimated that Canadians oonsune I!Ore 
than 12 8 rcn cubic netres of natural gas per day. 

It is clear that keep.ing the price of gas at its pres
ent level when the price of oil is lower than expected, 
could cost both Governments dearly. The Federal Govem
nent has just announced (July 28, 1983) than the NGGLT 
will be reduced to $0 .14/Mcf fran $0. 43/Mcf en gas sold 
.in Canada. The tax was reduced last February by $0.17/Mcf 
and it is expected that there will be an even larger re
ductioo. .in August. Under the new agree:nent the Federal 
Government will reduce the NGGLT to zero over tine if 
necessary. The reduction .in the tax is intended to leave 
roan for higher pipeline rates without price increases to 
final ccnsuners. In this way the Government can fulfill 
one of its aims in the new- agreerrent, which is to help in
crease revenues for gas producers. cnce the NGGLT is 
reduced to zero, the Al.berta Border price of gas will be 
adjusted to maintain the 65% gas/oil price ratio. 
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4. Natural Gas Incentive Programnes 

Because .industrial oonSllllers sean to p:ref er investing .in 
manufactur.ing equipnent rather than fuel ronversion, and 
because residual fuel oils -especially in eastem Canad?
are carpetitive with natural gas, the rate of expansion 
of natural gas sales in the industrial market has not 
been rapid. In its NEP update the Goverrmant has out
lined severa! initiatives to be taken in order to :rectify 
this situation: 

i. 'll1e Governnent of canada is meeting 50% of the 
rost of converting to natural gas for industrial, ccmner
cial and private institutions that are currently using re
sidual fuel oil and that do not have dual firing capabili
ty. 'Ibis is ·done under the Industrial Conversion Assis
tance Program. 

ii. Ircp:>rts of residual fuel oil will require a li
cenoe fran the NEB. As well, applications for irrp:>rts 
for oonsumption in areas served by natural gas will be 
judged against the Goverrmant policy to discourage such 
irrp:>rts. 

iii. Exports of heavy fuel oil will be facilitated to 
help clear the market for natural gas. 

'll1e Government has also jnplemented a number of other 
programnes to make gas nore attractive: 

i. Laterals Progranme: 'll1e Federal Government is ex
panding the "untapped" market of Quebec by constructing 
pipelines throughout the provinae. 

ii. Gas Marketing Assistanae Programne: This is in-
tended to mirúmize gas contracting risks for Quebec dis
tributors. 

iii. Distribution System Expansion Programne: This 
prograrrme will help distributors finanae expansion of 
their pipeline network. 

iv. Canada Oil SUbstitution Programne: This will pro
vide funds for COilSl.lI!erS to convert off oil. 

v. A recent programne .intended to prcm:>te the use of 
canadian natural gas in notor vehicles in the fo:rm of 
grants to serviae station operators andnotorists, and 

vi. Natural Gas and Gas Liquids Tax (NGGLT): This is 
designed to keep prices in rew eastern canadian gas rnar
kets at approximately 65% of crude oil. 

5. Natural Gas Exports 

CUmulative additions to natural gas reserves 1976-1980 
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have been 30 tcf' vmile etmUlative p:roduction has been 12 
tcf. This means that, after having spent substantial sums 
of m:mey on gas exploration and developnent, producing cx:m
panies are unable to realize a return on their invest:ment 
because of limited markets. As a result, exploration has 
fallen off in the last two years. There are believed to1 

be m::>re than 10,000 gas -wells shut-in at present. 
'lb help reduce this surplus, the Canadian Government 

has been trying to p:raiote exports of natural gas to the 
u. s. , by far canaaa' s largest gas market, as well as to Ja
pan and sane west European countries. 

'!he National Energy Board is responsible for making pe
ricxlic assessments of the anount of gas that is surplus to 
reasonabl y foreseeable danestic requireoonts. After year
long hearings set up to examine applications relating pri
marily to pipeline supplies for delivery to the u.s., the 
NEB reoc:mrended in January 1983 that Canada double the cur
rently authorized voll.llOO of gas available for export. 

a. Gas Exports to the U.S. 

canaaa supplies 90% of all u.s. gas inports, v.hich is about 
14% of total U.S. gas danand. The ranaining 10% come from 
Algeria and .Mexico. In sane regional markets, for example 
Califo:i;nia and the PacificNorthwest, the proportion of to
tal suppl y is llU.lch higher. Gas export sales reached m::>re 
than $4.8 bn in 1982 making it one of Canada' s nost inpor
tant trade camodities. 

Despite the NEB reoc:moondation that sales be increased, 
the sale of canadian gas is strained by the -weak market ll1 
the U.S. Demand for natural gas in the U.S. has been reduced 
as a result of the eoorx:mic recession, conservation, and 
alternate fuel substitution. The fact that a surplus has 
developed in the U.S. has rreant that canadian sales to that 
country -were less than half of the levels authorized under 
existing contracts in 1982. Canadian exporters delivered 
only 30% of authorized volumes in the first six mcnths of 
1983, a record low • 

.American buyers, the U. S. Administration and Congress 
have been dananding canadian producers employ a nore 
market-oriented price system. The danestic price of gas in 
the u.s. is $1 to $2/tcf lower than canaaian exports, and in 
sane cases even as llU.lch as half the Canadian price. As a 
resul t, U. S. carpanies have been cutting back on the vohnne 
of gas inported fran Canada, including the use of force 
majeure to break contract camnibrents. --
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Algeria has been experiencing s:imilar pricing problems 
with the U. S. The Trunkline deal in particular, designed 
for the purchase of 4. 5 bn cubic metres of Algerian IN; an
nually CNer a 20-year period, is experiencing problems 
fran the Eoorx:mic Regulatory Mninistration (ERA) and the 
Federal Energy Regulatory Ccmnittee (FERC). They object 
to the high landed cost of Algerian gas in the U. S. which 
raises the R>B price fran $3.30/nn Btu to a CIF price of 
$6. 39 /nn Btu. 'Ibis puts the price of Algerian gas consid
erably higher than Canada' s. 

Export Pricing Fo:onula. Canadian gas exports to the U.S. 
are presentiy sold accordi.ng to the Duncan-Ia.londe pricing 
fonnula. Under this acoord, the NEB sends a recx:mnenda
tion to the Canadian Ministry of Energy at the beginning 
of each m:mth outiining what it calculates to be the sub
stitution value of oil. This sum is based on the average 
R>Bprice of crude oils :imported into Cana.da over the pre
vious three ncnths, plus a transportation adjustnent fac
tor. Depending on market conditions in the U. S. , the Minis
try canIOOdify the rec:x:rcrooOOation as it sees fit. However, 
the Govermoont's overall policy is to maintain the price 
of gas exports such that they reflect the value of a non
renewable resource. The fonnula was originally requested 
by the United states as protection against sharply rising 
prices. But rrM the United States criticizes the fo:onula 
as being too inflexible given weak American markets. 

Canadian Response. In response to American danands, the 
Canadian Goverrment initiated a oonsultative process with 
the gas exporting provinces and the industry to examine 
ways to preserve cana.da' s share of the u. s. market. A num
ber of options -were proposed: 

i. Canada could nove toward a xrore market-sensitive 
gas export reg.ime by adjusting the present take-or-pay a::m
mitioonts. Currently rrost export contracts require that U.S. 
b.lyers take 75% of their annual volures or else be obliged 
to pay the short-fall. 

ii.-The price could vary acoording to the distance 
fran producer to market. 'Ibis 'WOUld mean the export price 
\IOU!d be lower in the \\eStern U.S. than in the Northeast 
where th.ere is still a demand fer Canadian gas. 

iii. Disoounts for volumes sold aJ:ove a certain leve! 
oould be provided. 

The VRIP. The general outcaoo of these consultations was 
that an internn export pricing policy was seen as necessary 
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pending clarification of the U. s. market envirornnent. Conse
quently in April 1983 the unifonn border price set in 
April 1982 was reduced fran U.S.$4.60/gj (U.S.$4.94/MMBtu) to 
U.S.$4.10/gj (U.S.$4.40/MMBtu). The price reduction was based 
on the drop in world oil prices which are used as the ba-
sis for calculating the gas export price. 

Cbce again trying to placate U.S. danands for a price re
duction, the Minister for Energy, Jean Clu:etien, ann.ol.ll1ced 
a Volt.me Ielated Incentive Pricing (VIUP) Program in July 
1983. Under this program canadian exporters will be able 
to sell gas in excess of an established base level at an 
incentive price of U.S.$3.17/gj (U.S.$3.40/Btu). Base volumes 
of gas exported will continue to be sold at the l.ll1ifonn 
border price. 

The price is approximately equivalent to the wholesale 
darestic gas price paid at Toronto by canadian distribu
tors. In no case will it be prescribed at a level lower 
than the wholesale price of natural gas at the Toronto 
City Gate, inclusive of the eanadian <Mnership Special 
Charge and the NGGL'l'. 

The prograrme period will be set on an annual basis 
fran November 1 to OctdJer 31. The entire programre period 
will thus be fran the date of inplemmtation to October 31, 
1984, and will be organized into two separate yearly pro
grarrures. In the second year of the programre, it is ex
pected that the Q:>vernrrent will be nore flexible in its 
policy conceming gas pricing by leaving nore roan for can
panies to propase pricing arrangercents satisfactory to u.s. 
and Canadian regulatory authorities. canadian officials 
are also hoping that when the incentive programre expires 
the tunroil in the U.S. market will have ended and that the 
market there will be in a rrore healthy position to buy 
large supplies of Canadian gas. 

Most analysts view Canada's latest actions as only a 
token political gesture and do not expect they will have any 
significant inpact on the volmre of gas exports. For the 
short tenn, there is little indication that the canadian 
cnve:r:nnent will reduce the export price further, despite 
strong urgings fran U.S. officials. The problem of gas im
port prices is caiplicated by l.ll1certainty in Congress 
about U.S. domestic gas pricing, specifically the threat of 
deregulation. But probably the biggest reason why Canada 
will not reduce natural gas prices again is because they 
are already approaching the level of Canadian donestic pri
ces. It would be politically l.ll1acceptable for the cnvem
rrent to sell Canadian gas across the border at a lov.er 
rate than in Canada. 
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PreH::uild. Canadian/Amarican energy relations have been 
further ~licated by construction of the Alaska Highway 
"Pre-build" facility. This pipeline was designed and 
constructed to ultiroately connect with pipelines fran 
Alaska's Prudhoe Bay and Canada's M:::Kenzie Delta-Beaufort 
Sea. It became fully operational in late 1982., and gas 
is now deliveree to the u. s. mid-\'o.lest rnarket through the 
east leg. Canada and the U.S. had reached a finn under
stanrung regarding both the Pre-blild and the northern 
sections of the Alaska Highway Pipeline; but because the 
U.S. rnarket is no longer experiencing supply deficiencies 
as it was when the project was negotiated, the U. S. has not 
constructed the rorthern section as yet. MJreover, the 
u.s. Government Accounting Office said (July 1983) that the 
Alaska Natural Gas Transportation systan is probably too 
costly to be financed solely by private institutions as 
specified in the existing legislation. Construction has 
been deferred and the contract is to be renegotiated. 
Needless to say, American unwillingness to follow through 
on its share of the deal has remained a sore point in 
Canada-U.S. relations. 

b. Non-u.s. Gas Exports 

Japan. In its Gas Qmibls Export Hearings the NEB reccm
mended that rane Petroleum be allowed to export 2.3 tcf 
(2.4 exajoules) of ING to Japan. This w:mld be the first 
time Canadian gas w:::>uld be exported to Japan, although Can
ada has been selling the countr:y propane for a number of 
years. It represents an attenpt by the Canadian Govern
:rrent to diversify its markets away fran the u.s. 

In March 1983 De.roo stated that it intends to proceed 
with the $4 bn project despite falling energy prioes and 
reports of Japanese unwillingness to guarantee financing. 
The project is scheduled to begin construction this fall, 
with deliveries of gas to five Japanese utilities planned 
for 1986 under 20-year contracts. However, the NEB 
::tgreed in July 1983 to postpone hearings on D::me's export 
venture to 17 October 1983. 

Europe. Another major preoccupation with the Canadian 
Governnent is the Arctic Pilot Project, a $2.5 bn venture 
to export Cana.da' s frontier natural gas. The project 
calls for natural gas to be drilled at the Drake Point 
field on Melville Island, NWI', and liquefied in barge
nounted installations at Bridport Inlet before being load-
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ed onto two giant ING supertankers. 3 
The proposal is to exp6rt 317 ron ft / day f:ran the 

high Arctic by tanker fer delivery by the early 1990s. 
M:>st potential U. S. , West Gennan, or French buyers would 
not need it until then. Sinae it would cnly tak.e about 
four years to build the ships and plants requi.:red to be
gin p:roduction, work would probably not have to start un
til 1986. 

Hearings -were adjoumed last August by the NEB until 
the project sponsors, including Nova, Deme Petroleum, Pe
tro-canada and Melville Shipping of l<bltreal, were ready 
with a definitive :mai:keting propasa!. The heavy glut of 
natural gas and falling priaes have not yet made the proj
ect econanically attractive. To provide an adequate re- -
turn, the project would requi.re a Canadian priae of 
about $5 per 28 cubic netres, a.1.nost a dollar higher 
than the current export priae to the U. S. market. 

The initial plan was to sell the gas by displacenent 
to the U.S., but the sponsors then initiated talks with po
tential buyers in Franae (Gaz de Franae) and West Ger
many (Ruhrgas AG, Gelsenberg AG). The nost recent propos
al involves the purchase of 7.08 ron cubic netres/day by 
the British. That sum represents about 8% of current ca
nadian consunption. However, no agreement is expected 
to be -signed befare the end of 1983. 

E. COAL 

As in nost other countries, coal rapidly declined in im
portanae in the first three decades following the Second 
World War. It could not carpete with cheap, relatively 
clean and convenient oil. However, following the majar 
oil priae hikes of the seventies,attenticn turned once 
again to coal. For a number of years demand fer Cana
dian coa1 has been rising, and prospects fer the indus
ti:y look favourable fer the first tine in decades. Pro
duction has steadily risen fran 20.5 mn netric tons in 
1973 to 42. 7 mn tons in 1982. A gradual rise in the in
dust:ry's incare and enploynent level has paralleled this 
trend. 
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l. Supply and Demand 

Canada has sizeable ecx:nc:mi.cally minable rese:rves, includ
ing about 5.6 bn netric tons of bituminous ooa.l, 7.3 bn 
tons of sub-bitumi.nous ooa1 and 3.2 bn tons of lignite. 
The small deposits of anthracite found in Canada are not 
econani.c to mine. 

The three roost westerly provinces produce about 97% 
of national output (Alberta alone produces nearly 50%) • 
Nova Scotia produces roost of the remaining 3%. 

Strip-mining is the predaninant nethod of ooal extrac
tian in all provinces, except Nova Scotia where tmder
ground shafts are used because of the depth of deposits. 
Productian costs in the Prairies carpare favourably with 
elsewhere in the world. 

In 1980 ooa1 supplied.just tmder 10% of Canadian pri
mai:y energy cansUIIptian. Coal oonsmrptian is particular
ly high in the two ooal producing provinces -Sñskat
chewan (21.5%) and Alberta (15%)- and in Ontario (16%) • 

The World Coal Study suggested that in 2000 ooa1 will 
represent abOüt 16-20% of Canada's primary energy oonsunp
tion, ccnpared with about 10% in 1980. This inplies that, 
together with projected export increases, productian lev
els will increase by three to fivefold. However, at the 
present tine, the future of Canada's ooal industry seem.s 
tmcertain. Despite recent gradual increases in produc
ticn, the predicted surge in demand is yet to materialize. 
This appears mainly due to the effects of the recent re
cessian Which has danpened dernand for all fonns of energy 
as well as the expectatian of lower oil prices in the catr 
ing years. Persistent ccncem about the link between sul
phur dioxide emissians and acid rain and other environ
Ite'ltal and health problems resulting fran coal use may 
also be helping to depress danand. Even if these factors 
should reverse themselves Canadian coal can expect strong 
cx:rcpetition fran AIIerican, Australian and South AIIerican 
suppliers in wor ld ooa1 mai:kets. 

About 75% of Canadian ooa1 demand is for electrical 
generation. The remainder is for netallurgical use. Coa! 
is used in about 15% of national electricity production. 
Its use is particularly high in Saskatchewan and Alberta, 
where coal-fired stations generate about two-thirds of 
their- electricity. 
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2. Trade 

In 1980 42% af national ocal productioo was exported. Ja
pan is by far the largest custarer. About 90% af ocal ex
ports are far netallurgical pw:poses. 

Nevert:heless, Canada has traditionally been a net 
ocal ircporter. This is because reserves are located at 
the extrenes af the camtry, far fran the majar populaticn 
centres and therefore have in the past been uneconani.c to 
transport to the central provinces. Consequently, a 1arge 
proportioo af the themial ocal mi.ned in Canada is bumt at 
power static:ns nearl>y. cntaria, the largest ocal user in 
the camtry, cootinues to :inport nost af the high quality 
themial and netallurgical ocal which it requires fran 
Pennsylvania, which is ccnsiderably closer than Nova 
Sootia ar Al.berta. In recent years the provinoe has made 
greater use af Westem ocals. This was encouraged first 
by Federal Govenment assistanoe to the ocal indust:cy and 
later by inp:rovenents to the transportatioo net\\Ork. 

Coal bound for export is taken fran the mines af Al.
berta and British Colunbia by special trains to the Rcr
bert' s Bank ocal port for loading into ships. 

In arder to accarm:Xlate expected increases in foreign 
ocal purdlases, the Govenment has announoed plans for a 
1arge expansion in the capacity af the Robert's Bank ocal 
port. A new' port is also planned for Rud.ley Island near. 
Prinoe Rupert. Railways in narthem British Columbia are 
expected to be extended ar upgraded. New' mines scheduled 
to be opened up in this area are expected to require in
vestrrents af about $3 bn, making them am:ng the largest 
investrrents ever undertaken in this ccmoodity. 

3. Coal and the NEP 

In the NEP the Govenment has ccmnitted itself to a pol
icy af speeding up develcprent af the Atlantic regian's 
coal resauroes, in arder to reduce the region's heavy de
pendency on ail. About $150 nn has been set aside for in
vestrrent in the camercialization af new, enviromrentally
acoeptable technalogy for the use af coal in this region. 

The developrent af Fluidized Bed canbustion (FBC) 
shauld encourage a shift tCMard coal. An experirrental 
FBC project is planned for an anred forces base in Prinoe 
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Edward Island. Eventually a utility scale plant is ex
pected to be built in cape Bretan. B.C. Hydro is exam
ining the possibilities of the next technological stage 
of pressurized FBC for the large Hat Creek coal deposit. 

It is not expected that proresses converting coal 
into natural gas and liquid fools will be practica! for 
rnany years yet in Canada, despite availability of easily 
rnined, lOW' rank coals near the oil sands and heavy oil 
deposits. 

F. EIECTRICITY 

OVerall, about 36% of the energy consurred in Canada is 
in the fonn of electricity. Electrical ¡x::¡wer in Canada 
is highly developed. Canada's water resources have his
torically pennitted the construction of nurrerous, rnajor 
hydro-electric ¡x::¡wer plants, which have supplied abun
dant, cheap electricity. 'As well, the country has large 
numbers of fossil fool (about 60% coal, 40% petroleum) 
generating plants. 

l. Suppl y and Ianand 

In the past decade it has been Federal Gove:rrurent policy 
to encourage a shift fran oíl to other types of energy 
including electricity. Nevertheless, grOW'th rates for 
electric ¡x::¡wer demand have declined in recent years. In 
the quarter century preceding the first rnajor oíl price 
hikes of 1973, electricity dernand grOW'th had averaged 
6-7% p.a. Since then, grOW'th has declined to about 4% 
p.a. Higher oíl prices prcrcpted a reduction in econanic 
grOW'th. This reduced the demand for all fonns of energy. 
A slaver rate of populatian grOW'th, greater cancem 
about energy efficiency and increases in the real price 
of electricity have also helped to slow dernand. 

Official predictions do not expect dernand grOW'th in 
the rernainder of the century to exceed the past decade's 
level. It rnay even average as lOW' as 3.5% p.a., despite 
expected rroderate price rises for the rernainder of the 
decade. At the present ti.ne there is a problem of ex
cess capacity in rnany areas because construction in the 



188 RELATIONS BETWEEN MEXICO AND CANADA 

early 1970s was based on the assumption of continuing raP'"" 
id demand grcMt:h. 

Presently 69% of electricity produoed in Canaéla is 
fran hydro souroes, 22% is fran fossil fuels (coal, oil 
and natural gas, respectively) and the remaining 9% is sup
plied through nuclear generation. Ha.vever, there are im
portant regicnal differenoes in producticn. Nova Scotia 
is heavily dependent on oil for electricity generation. 
Al.berta and Saskatchewan rely en coal. Quebec, British Co
lumbia, Manitcba and Newfoundland produce alrrost all of 
their electricity fran hydraulic souroes. cntario and New 
Brunswick have a mixture of the th:ree souroes. About one 
third of planned additions to capacity is nuclear, one
half is hydro-electric and the rernainder is thennal. 

About 90% of electrical pa.ver produced in canaéla is 
through utilities, which are regulated in all provinoes. 
Industrial generation has becare steadily less eccnanical 
in reoent decades. 

Total production in 1981 was 378 'l'Wh. 91% was ccnsurred 
darestically. The rernainder was exported rrostly to north
eastem and northwestem American states. Foreign sales 
eamed Canaéla $1.1 bn. 

Use pattems have been changing in the past quarter 
oentury. The industrial sector has been declining in im
portanoe as a user, reflecting the relative decline in 
such electricity-intensive industries as aluminium srrelt
ing and pulp and paper. The residential and ccrrmercial 
sectors have increased in inportanoe as a result of in
creased electrical spaoe heating and cooling and greater 
w:banization. 

2. Hydro-electric Ceneration 

I:Espite canaéla's abundant hydro-electric resouroos, this 
cheap and clean source of electricity has been declining 
in relative inportance in reoent years because many of the 
rrore ccnvenient and eccnanical sites in southem Canaéla 
have already been develcped. Where sites are available 
such as in the Jarres Bay regicn of Quebec, developrent re
quires lcng lead tilres and large airounts of capital. 

Today rrost of Canaéla's generating stations are canpo
nents of large, integrated, and freql.El1tly interccnnected 
systems run by utilities. Technologies developed in re-
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cent years pennit users to ~loit hydro-electric sites 
once ccnsidered beyond ec:cnani.c transmissicn distanoes. 
Fbr exanple, a 700 km, 500 kV line brings power f:ran the 
Janes Bay watershed to the ~treal area. Quebec also 
supplies power to New York state en 765 kV lines. A 924 
km, 500 kV line carries power f:ran Peace River to the 
lower mainland of British Columbia. 

3. Fbssil Fue! Generation 

While fossil fue! sources supplied only about 22% of Can
ada's needs in 1980, they accounted for about 36% of in
stalled capacity. Much of this capacity is operated for 
peak-load duty, while hydro-electric capacity provides 
base-load generaticn. over 90% of all fossil fue! gener
ating equi?!Slt in cana.da is driven by steam tw:bines. 
The remainder consists of gas tw:bines and intemal oan
busticn engines. This source of electricity is expected 
to gain in relative .inportance as hydro-electricity pos
sibilities be~ m::>re and m::>re limited and if skepticism 
about nuclear generaticn ccntinues to grow. 

4. Nuclear Generaticn 

While nuclear energy supplies cnly 9% of the eotmtry's 
electrical needs, it is the nost technologically advanced 
and nost ocntroversial energy source in the eotmtry. 

a. Demand 

As of 1982, eleven camercial reactors ~re scheduled to 
be operating in cana.da, all but two of which (in New 
Brunswick and Quebec) are en three sites in Ckltario. ca
nadian reactors have been oroered by India, Pakistan, 
Taiwan, Argentina, South Korea, and Ranania. 

The industry has lately tmdergone a major swing in de
mand. As recently as eight years ago there was real hope 
that the canadian nuclear industry would be capable of 
satisfying dacestic requirercents and export oroers simul
taneously. Today things are totally different. The eco
nanic slowdown has deferred plans for the ~icn of 
the indust:cy. Export oroers have declined or even been 
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canrelled. Major spare capacity now exists in the nucle
ar industcy. In contrast to the period of 1964-1978 
when the Canadian nuclear industcy was able to sell 24 
reactors, 1979-1981 saw no finn, cx:npleted orders. 

The govemnent concluded in a paper entitled ''Nucle
ar Industcy Ieview: Prd>lens and Prospects 1981-2000" 
that darestic electricity demand may require new CANDU 
reactors to care en stream in the rni.d-to-late 1990s. Al
tematives such as ex>al and hydro are seen to be increas
ingly costly both in econanic and enviraurental te?l11S, 
east of Manitcba. This will require the placing of or
ders in the later 1980s. While there is rocm for the ex
pansicn of nuclear :p<:71Er use in New Brunswi.ck, the mar
k.et in the Maritines is en the whole not large enough to 
support a significant nuclear program. There is little 
prospect that nuclear energy will be required in the 
west in this century. Even in Ql:ebec, with its consider
able exress hydro-electric capacity, the outlook is un
rertain. 

In the rreantine, with exress capaci ty being experi
enred by key utilities such as in Qltario and with .re
dured fo.recast rates of electricity demand growth in 
nost provinces having a nuclear program, darestic orders 
in the 1980s can be expected to be limited. The Govem
nent acknowledges that cx:inp3tition in the export market 
is fierre. Although it has recently sold a reactor to 
Ranania, Mexico and South Korea are seen as quite un
rertain at this tille. 

Such prospects leave open the questicn of whether 
th.e Government should be prepared to sustain the Cana
dian nuclear industcy through a number of years of expec
ted slack or even nan-existent demand, or risk its possi
ble demise. It is the Government's positicn that steps 
should be taken to preserve the industcy. Qle possible 
rreasure would be the pursuit of additiooal electrical 
sales to the United States, where a mark.et prd>ably ex
ists. The Govemment has indicated that it would be 
willing to support the constructian of a I.epreau 2 plant 
in New Brunswi.ck. Even if the indust:cy can be saved, 
sare consolidatioo is likely. 

b. Safety 

The Three Mile Island rni.shap has increased public aware
ness of the potential hazards of this energy fonn. Pub-
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lic oonoem has also focussed on the possible caitribu
tim of exported Canadian nuclear technology and materi
als to the proliferatim of nuclear weapcns, and to a 
lesser extent, on the financia! risks of sales abroad. 

The Gove:rnnent maintains that adequate safeguards 
for waste disposal are being inplercented, and that mmer
ous cxmnissims and inquiries have shown the CANDO is 
operationally safe, although a oc:ntroversial accident at 
cntario's Pickering Statim at the ti.ne of writing has 
stirred debate about its safety. It asserts that it of
fers reactors for peaoeful purposes mly to CO\IDtries 
willing to acoept Canada's stringent safeguard policies. 

c. The Candu 

The basis of the Canadian nuclear industry has been the 
intemationally-recognized Canada-Deuterium-Uranium 
(CANDO) reactor system. The system enploys heavy water 
as a mJdE:rator and coolant, canbinedwith a design which 
maximizes efficiency, allCMing the reactor to use nat
ural uranium as a fuel. The resul t is that a high per
oentage of uraniun is oc:nverted into usable energy. The 
design also facilitates the feeding of the reactor while 
in operaticn, extending plant availability. It can be 
altered fairly sinply to different fuel cycles. Aspects 
of the design are relatively easy to adapt to 00\IDtries 
with less advanoed industrial structures. 

The CANDU's darestic sucoess has been largely doo to 
its enploynent of a carplete and rrostly autcnarous nucle
ar fuel cycle for electrical generation, using Canadian 
resouroes and technology, its eoonani.c ocmpetitiveness 
with coal-fired generaticn in eastem Canada, and its 
preven technical record. CANDU plants in cntario (whose 
electrical utility, Gntario Hydro, is ene of the world's 
largest nuclear generating finns) have set world records 
for low cost and perfonnanoe. 

G. RENEWABIE ENERGY 

In the 1970s when people were becaning increasingly oon
scious of dirninishing petroleum supplies and the environ
mental costs of oonventicnal energy use, greater atten
tian was given to the possibility of exploiting \IDcaiven
tianal, renewable energy souroes such as bianass, s\ID-
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light, wind and tidal ¡:x:Mer. 
As of early 1982, the Federal Goverrurent had already 

allocated nearly $40 millicn to 235 derronstration proj
ects in renewable energy and efficiency technology. These 
have includ.ed the cormercial derronstration of a fluidized
bed wood-gasifier in Hearst, Ontario, an aquaculture waste 
heat utilization project for fish rearing in New Brunswick., 
derronstra'.tion of air infiltration testing and sealing tech
niques for residences in Manitoba and a pranising wind 
diesel electrical generation systern near Sudbury, Ontario. 

Federal-Provincial conservation and renewable energy 
agreenents have been reached with six provinces and the 
territories, providing for joint funding of projects can
ing from the private sector. More than $68 million had 
been provided by the Federal Goverrurent for this program 
in 1982-1983. 

Nevertheless, however great the potential of sare of 
these sources, majar technological problerns stand in the 
way of large scale utilizaticn of any of thern. It is not 
likely that they will in this century contribute any rrore 
than the minute fraction of Canada 's energy supplies which 
they currently fumish. 

l. Bianass 

Canada's bicmass resource inventory is estima.tea to be the 
third largest in the world. It includes forest and agri
cultura! products and residues, as well as municipal 
wastes. 

Although bia.nass accounted for nearly all the energy 
used in Canada about a century ago, today it accounts for 
only about 3-4%. Over 95% of this current use results 
from the on-site conversion of waste produced by the 
forest products industry. 

The Goverrurent has a nurrber of programres to research 
and develop bia.nass technology, to derronstrate new technol
ogies and prenote bia.nass conversion. Among these are: 

i. The Forest Industry Renewable Energy Progranure 
(FIRE) , which offers grants to prcrnote the displacement of 
oil by the wood residues resulting from their operations. 
Since the NEP the progranure has been expanded to include 
all industries and cormercial users who wish to use any 
bicmass alternative. 

ii. A joint venture invol ving Canertech, a Crown cor-
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poratim specializing in energy technology, and Nouveler, 
a Quebec Crown corporatioo, which is to deroonstrate the 
productim of synthetic gas fran 'WOOd. A pilot project 
involving the generatioo of ethanol fran aellulose is in 
an advanaed planning state. 

2. Solar 

About cne-third of canada's energy demand is in the fonn 
of low-grade heat below 100 degrees c. Much of this is 
for water or spa.oe heating. If conventional energy costs 
again rise and solar equipnent becares nore c::arpetitive, 
solar energy could potentially make a significant contri
butim to rreeting this demand. The Department of Energy, 
Mines and Resouraes has estimated that in 2000 solar ener
gy oould rreet 1 % of canada' s energy needs. 

The Gove:rnnent has taken a nurcber of steps to prarote 
increased research into and use of solar techrology: 

i. Solar heating systems in industry and canrrerae are 
eligible for a two year write-off against corporate in-
CCJie. 

ii. The Purchase and Use of Solar Heating Programre 
canaentrates on finding ways to utilize solar energy 
equipnent in Federal Gove:rnnent buildings. 

iii. Through federal-provincial agreenents delocnstra
ticns of solar technology are finanaed. 

iv. A national solar test facility has been estab
lished outside of Toronto. 

v. The construction of nore than 800 solar water heat -
ers has been funded as a test of the applicability of 
such technology in the canadian envirorment. 

3. Wind Power 

Wind power appears to have lirnited application m account 
of the fact that the windiest parts of the country are 
distant fran t.he majar population centres. Even in popu
lated areas where there are adequate winds, they tend to 
be intennittent and randanly fluctuating. Nevertheless, 
wind technology is being researched in various settings 
across canada. In 1980 alnost $2 1m. was spent by the ~v
ernment to support such YJOrk. 
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Much of this research centres on canada's irost nota
ble contribution to the field: the Darrieus Turbine. The 
largest of these is located on the Magdalen Islan.ds in 
the Gulf of St. Lawrence and can feed a rrodest 230 kW 
into the local grid. Smaller such tw:bines are being 
tested in other locations around the country. A much big
ger version of the Magdalen Islands tw:bine, capable of 
supplying 3. 8 rregawatts -enough to rreet the non-heating 
needs of 600 households- is being constructed in Quebec. 

4. Tidal Power 

Far years the possibility of haínessing the energy of the 
Bay of Fundy tides (am::mg the highest in the world) has 
been discussed. Nova Scotia and New Brunswick are cur
rentl y studying such a project. To provide tidal ¡:nver a 
darn eight kilanetres long would be built at one of three 
sites on the Bay. This could create as much as 5,000 M'Y 
of power per year. It is anticipated that large axrounts 
of this ¡:nver could be sold in the nearby New England 
states. 

H. EFFICIENCY 

Although one of the majar goals of canadian energy policy 
in recent years has been to shift fran oil to other fuels, 
this has been accrnpanied by an effort to prarote rrore ef
ficient use of all fuels. It has been argued often that 
greater efficiency provides the cleanest, rrost enduring, 
and frequently cheapest part of the solution to the oil 
problem. 

In recent years the dernand far rrost energy fonns had 
not risen as quickly as once expected. There appear to be 
two factors: a) higher energy prices, in canbination with 
greater public awareness of energy supply prcblems and 
the need far energy conservation, prrnpted efforts to 
utilize energy rrore efficiently, b) the slCMdown in the 
national econanic grcMth rate since the first round of oil 
price increases in 1973, and in particular the recession 
of recent years, have also contributed to a la-.iering of 
derrand. 

During the 1970s, the Federal Governrrent implerrented a 
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number of p:rogranmes to encx:>urage efficiency. Further 
initiati ves were annotmced in the NEP. They were designed 
to overcone the structural ircpedim:mts, infonration bar
riers and financia! ccnstraints discx:>uraging efficient en
ergy use. 

l. Residences 

The canadian Hare Insulaticn P:rogranme (ClilP) has been a 
major cx:>rnerstone of efficiency efforts. By mid-1982, 
over l. 2 millicn canadians had been provided with grants 
to offset the cx:>st of insulation. Under the NEP, the CDv
enurent has expanded OllP. Up to 80% of horreCMners are 
now eligible for benefits. 

To encx:>urage conservation in new housing, six million 
dollars have been allocated to subsidize the construction 
of 300-500 super-efficient houses, which use about 25% of 
the energy required by a ccnventional hare. 

2. Industry 

Industrial energy use per uni t of output has fallen 15% in 
1972-1982, a saving equivalent to 137,000 b/d of oil. 
This has been assisted by a nurnber of Federal policies: 

i. An accelerated capital cx:>st allooance is available 
for specific assets that save energy or utilize non-oil 
energy sources. 

ii. Sixteen industrial energy conservation task forces 
have been set up to increase managerrent and enployee 
awareness of the operating cx:>sts savings possible through 
apprcpriate energy rnanagerrent techniques. A cormercial 
task force is underway starting with hospitals and the 
hospitality industry. 

iii. Through the joint Federal-Provincial National En
ergy Audit, an on-site energy inspection service is pro
vided to industry, comrerce, churches, and public institu
tions. The service is conducted using special "Energy 
Bus" vehicles, which are equipped with a carputer systern 
and sophisticated energy rreasuring devices, and staffed 
by engineers and trained technicians. 
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3 • Trans¡:x:>rt. 

In the trans¡:x:>rt. sector the Govemment has tried to im
prove efficiency by praroting higher vehicle fue! oonsurrp
tion standards, graduated weight trures far cars and can
version to other fuels. Th.e Propane Vehicle Grant Pro
grame provides $400 grants toward the canversian of new 
ooonercial and fann vehicles to propane. '!'he goal is to 
have 100,000 propane-pavered vehicles by 1985. S.imilarly, 
a programe has been set up to encourage the canversian 
of vehicles to c:arpressed natural gas. It is being 
tested an 1, 500 vehicles thus far. · 



CANADA AND MEXICO. 
PRELIMINARY NOTES ON THEIR ENERGY 

POLICIES IN THE 1980S* 

Gabriel Székely 

North Anerica, it has been argued in recent years, is so 
well-endowed with corrplerrentary human, capital and natu
ral :resources that pursuing a carp.rehensive regioo.al co
qieratioo. schene is a task worth the effort. This is es
pecially true now that the \\Orld is facing severe ecoo.an
ic problems and new challenges. 

There is a g:reat deg:ree of ec::onanic interaction be
tween the :regicn's 320 millicn people. In 1981, for ex
anple, trade between Canada, M:!Xico and the United States 
awroached $115 billicn (U.S. dollars); accumulated, 
across-the-border direct investnent by individuals fran 
these three countries in the regioo. totalled over $75 
billion. And at the end of 1982, 93 billion barrels of 
the world's oil (14%) and 376 trillion cubic feet of the 
world 's gas (12%) reserves were located in North Arrerica. 

Not sw:prisingly, the idea of a unified North Arrerica 
originated in the United States, which is a count:cy par
ticularly coo.cemed about the geopolitics of energy since 
the oil price revolution of the early 1970s. An Arrerican 
participant in a recent SYirf?OSium on Canadian-M:!Xican re
latians raised the following pointed questioo.: ''The vul
nerability of the u.s. to future oil supply shocks poses 
serious problems for both Canada and M:!Xico. Why has 
this danger not given rise to app:ropriate plazming by Can
ada and Mexico?" !f 

* See Prof. sz&.ely's opening caments in DISCUSSICN 
9/27/83 FIRST SESSICN. 
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In fact, \<Ve are faced with an inte:resting paradox in 
North Anerica. While U.S. bilateral relations with her 
northem and southem neighbours are solid and g:rowing, 
the prospects for a three-way oooperative arrangenent or 
even for enh.anced canadian-Mexi.can interactions do not 
seexn as bright as sace would think. This paper focusses 
en the prospects for oooperaticn beb.leen Canada and Mexi.
oo in sare energy-:related areas in the 1980s. 

The:re are varied and carplex :reasons to explain why 
ccx:lperation beb.leen our two oountries will remain limited. 
Far exanple, Canada and MeXioo folla,., different defini
tions and approaches to "security" in general and to 
"energy security" in particular. These differenoes, in 
tum, are .r:ooted in each country's peroeptians of and :re
lations with the United States. Canada is a p:rani.nent 
nenber of the advanoed industrialized nations, with whan 
she coordinates her policies to protect her eccnanic and 
political inte:rests. To understand canadian policies in 
these fields one has to look to NATO, the CECI>, and the 
!EA am::ng other organizatians. For exanple, as a close 
ally of the United States, Canada shares the vi.ew that 
the West should be prepared to f aoe a potential disrup
tion of oil supplies that could th:reaten its security and 
stability. Vhether such a disnipticn 'WOUld follow fran a 
conflict beb.leen Middle Eastem states or fran an out
sider' s adventurism in that :regian (i.e., a great Soviet 
involvement the:re) , canada is obligated to act in uniscn 
with the United States and its allies. 

By contrast, Mexi.oo has a no:re relaxed interpretation 
and attitude toward the significant changes that have 
characterized the world oil market sinoe 1973 (.Mexioo 
does not feel uneasy about these changes) • Further, MeXi -
oo feels quite unc:xmfortable about projecticns and soenar
ios of potential overseas canflict in which MeXioo is pie -
tured as caning to assist the Uni ted States - especial! y 
if OPEC or other fella,., developing natians are involved. 
MeXico is not obligated to act in support of the u.s. in 
all cira.nnstances, that is, MeXico has no:re leeway than 
canada to decide whether or not to help the u.s. protect 
her security inte:rests in a particular situatian. 

~:reover, it should be noted that the role of the 
state in each natian's econanic and political life and in 
the energy sector is quite different. Far exanple, in 
Mexi.co the state owns the :resources and ccntrols prac
ticall y every aspect of the energy industry (productian 
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and cxmrercialization of hydrocarlxns, power generaticn, 
geothennal energy and the incipient nuclear industzy). 
Majar decisioos are made in Maxi.oo City by a few govem
rcent officials. Thus, the state is ultimately respoosi
ble far the naticn's eccnanic and political interests re
lated to energy. By oantrast, the Canadian oanstitution 
oolds that natural resources are under the authority of 
individual provinces which, in additicn, enjoy or other
wise fight far a considerable degree of independence ccn
ceming decisioos that affect ownership, producticn, 
pricing, transportation and the ccmnercializatian of en
ergy resouroes. And foreign actors still play a key 
role in Sale sectors like hydrocarlxns (U. S. canpanies oon
trol about 70% of this indusb:y), further undermining 
the ability of the central govemrrent to take effective 
and <XlOrdinated decisions in sare cases. 

Finally, it oould hardly go unnoticed that geographi
cal proximity and the stronger bonds that link Maxi.oo 
and the lhited States (or, far that :ma.tter, Canada and 
the llnited States) explain the lc:Mer level of interest 
and of incentives to enoourage greater Canadian-Maxi.can 
cocperaticn. Maxi.oo tends to look to the llnited States 
far capital, technology and trade exchanges of hydrocar
bcns and other energy souroes. 

There is a widel y shared view in Sale U .s. circles 
that canada and Maxi.oo will show greater interest in the 
''North Arcerican idea" as econanic and social interdepen
dence in the region keeps growing. Canada and Mexico, on 
their part, have repeatedly expressed their concem that 
the U.S. might becare a threat to their viability as sover
eign naticm-states as interdependence develops further. 
They specifically fear that an increasing nurcber of 
events and decisions will fall beycnd govemrrental capac
ity to influence them. In this respect, a central hy
pothesis in this paper holds that, ironically, our t:wo 
00\mtries will be rrore likely to act t.ogether as the pro
aess of what sare have called "silent regicnal integra
ticn" ccntinues to evol ve. '!'he objecti ve of Canada and 
Mexi.oo in this case would be to resist or at least to reg
ulate such a process, rather than to encourage it. 

Fran ali that has been said, to identify areas of 
clase bilateral cooperation in energy in the 1980s seems 
a hopeless endeavour. However, recognizing the dynamic 
character of econanic and political realities as well 
as the fact that exercising our imaginaticn consti-
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tutes a central cbjective of this serninar, the follc:Mi.ng 
sectian explores !X)tential areas for such cooperatian be
tween canaaa and l-ÉXico. 

The Feasibility of a Bilateral Energy Agenda 

01.e way to approach. this issue is by loaking at each. coun
try' s energy profile and demand forecasts for the remain
ing years of this decade. canada 1 s Natianal Energy Pro
gramre and ~co' s Energy Plan provide a good starting 
point in this respect. While these plans represent the 
official views of both govemnents today, the follc:Mi.ng 
discussion acknowledges that they are subject to change. 

The diagram below shows that hydrocarbans are criti
cal for providing the total energy needs of both canaaa 
(57%) and l-ÉXico (89%). Ha..iever, these two countries 
show inp>rtant differenoes in te:ans of reserves, produc
tian, CXIDSunptian and trade pattems. These in tum are 
key questians in understanding the energy demand fore
casts through 1990 drawn up by each. respective govemnent. 
In what follows, attentian will be focussed an crude oil, 
natural gas and nuclear pa..ier. 

canaaa 

Preven oil reserves have fallen in the last few years 
fran 11 to 7 billion barrels. Although it is ccmnan knowl
edge that there are large volumes of oil still to be 
tapped, disputes between the central governrnent and the West
em provinces (canventianal oil) and escalating costs 
(the Alsands heavy crude project), are arocng several fac
tors that have cantributed to slowing down the prospects 
for adding to canada's preven oil reserves before the 
tum of the decade. The large Hibemia oil field discov
ery (holding approximately 1 billion barrels) will not 
care an stream until 1990. It is for this reasan that Can
ada has made great ef forts to reduce her conslllnption of 
oil through fuel substitutian and CXIDServatian. In this 
respect, canaaa has been ene of the rrost sucoessful anong 
the industrialized natians. For exanple, oil cansurrptian 
dropped by 2.3% in 1980 and again by 6.7% in 1981.2/ If 
this trend cantinues, canaaa will corre close to achieving 
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Oil* 

39.6% 

Electricity 
29.1% 

aanewable 

Canadá. Natic:nal Energy Prograrme. Upc1ate 1982, p.83. 

* Includes liquified petrolemn gas. 

»axioo, 1982 

Solid fu.els 

Oil* 

67.2% 

Gas 

22.7% 

~oo. Direccioo General de Energía, Secretaría de Patrirronio 
y Farento Industrial, 1982. 
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one of her central goals of reducing oil demand f ran 
l. 82 rnillion barrels per day in 1979, to l. 47 nm. b/d 
in 1990. It is expected that by 1990 the share of oil in 
total energy needs will have fallen to 29%. 3/ Further, the 
government hopes to achieve self-sufficiency in 1990 when 
prcxiuction fran l1ew' dcmestic fields will be available, 
thus rendering unnecessary any imp:>rts of petroleum (the 
latter will average one-quarter rnillion barrels per day 
during the 1980s) • 

At present, Ca.nada is a net im¡:orter of cr\De oíl. 
She prefers to imp:>rt that product on her eastern shores 
rather than building expensive pipelines to send petro
leum from the fields in the Western provinces. Sorne oil 
found in the latter region is exp:>rted to help foot the 
nation's total oíl imp:>rt bill. Actually, sane of these 
peculiar trade operations are also explained by the dif-
f ering interests of eastern and western provinces and by 
the individual needs of U.S. oil finns that are so heavily 
involved in Canada. 

Mexico 

Mexico claims 57 billion barrels of proven oíl reserves 
and is today the world's fourth largest oíl producer and 
exp:>rter. Mexican oíl output doubled (to 900,000 barrels 
per day) fran 1970 to 1976, and then it increased three
fold during President I6pez Portillo's tenn that ended in 
1982. 'lhis oountry is in no hurry to switch éJ!.tla.Y fran 
oíl althou;¡h sorne efforts are being made to diversify the 
profile of its energy supply. 

Mexioo's National Energy Prograrme (published in 1980) 
assumes that energy deraand will grow by 8 to 9% through
out the decade. This in turn is closel y related to an 
expectation no lon;:rer sup¡:orted by any serious analyst of 
the Mexican scene: the economy was expected to grow an
nually at 8% during the sama period. Finally, a p::>licy 
of gradually bringing domestic energy prices to inter
national levels in addition to conservation efforts, was 
expected to improve energy efficiency in Mexioo. Under 
such oonditions, oil demand was expected to rise from 1.3 
rnn b/d in 1980 to 2.3 nm. b/d in 1990.4/ Exp:>rts would 
be kept at a fixed level of 1.5 rnn b/O during these years. 
At such rates of production, Mexican reserves in 1990 
would still be well over 40 billion barrels even if no new 
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additions were made in the 1980s. l'bte that the dra
matic fall of ecx:manic growth fran 8% during 1978 to 
19811. to a negative 0.2% in 1982 (projections far 1983 
and 1984 show negative rates of 3-5%), is likely to re
sult in lower danestic oil danand than the Plan antici
pated. Greater oil production would fallow only a gov
ernment decision to increase ex¡:x:>rts beyand current lev
els to meet its pressin,J fareign exchange needs. This 
in fact occurred when Mexico increased her exports to 
the United States' Strategic Petroleum Reserve in 1981 
and 1982. Mexico has become, overall, the largest sup
plier of crude oil to the U. S. , wi th ex¡:x:>rts averaging 
830,000 barrels per day in early 1983.5/ 

The faregoing analysis seans to leave little roan 
for significant oil exchanges between Mexico and Canada. 
Canada's oil irrports will be kept rcarginal befare bein,J 
cut al together toward the end of the decade. The best 
scenario fran Mexico 1 S ViE!l.t.lpOint would invol ve a slower 
developnent of Canadian oil potential, a significantly 
higher Canadian econanic growth rate than is presently 
projected (3% througrout the 1980s), anda continuation 
of the Canadian policy of substitutin] Arab OPOC oil 
with Mexican oil.6/ Even then Mexican oil exports to 
Canada would oot fu much higher than they -were in 1982 
(50,000 b/d) and 1983 (44,000 b/d). 

While involving sma.11 am::runts, these oil ex¡:x:>its 
will provide Mexico with funds to purchase critica! agri
cultura! products fran Canada (mainly wheat, SUJar, milk 
and machinery), an issue discussed at lerxJth later in 
this seminar. Another ropeful sign of cooperation in
vol ves the Export Bank of Canada, which has recently 
granted a $32 million (U.S. dollars) credit to a Mexican 
private fiI:m to buy a Canadian-made oil platfarm to be 
used in the Canpeche offshore area.7/ This type of deal 
mi.ght encourage greater capital and-techn:>logical ex
changes in future years with participation of business 
groups fran both nations. 

As irrportant as oil may be, natural gas constitutes 
perhaps the IIOst critica! isE"ue of Canadian-Mexican en
ergy relations. These two oountries together ha.ve the 
potential to suppl y up to 15% of U. S. total gas needs, al
though they ha\ze been ex¡:x:>rting much less than that to 
the u.s. rnarket. 
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canaaa 

Proven gas reserves arcount to 97 trillion cubic feet, 
which is sufficient to sustain the productian rates af 
the last decade for many years to cx:me (about 9 billion 
cubic feet per day, bcfd) • One af the main tenets af 
current canadian energy :¡::iolicy is to gradually increase 
the share af natural gas in the nation's total energy 
consumptian needs. '!he Natianal Energy Board has pro
jected an annual rate af gas danand growth af 3.9% 
through 1990, which is twice the el!peCted rate af growth 
af total energy denand.8/ 'lhis projection is based on 

· the assumptians that fueI' substitutian programnes (narrely 
gas for ail) will continue, and that natural gas prices 
will be kept down relative to ather conpeting fuels. As 
a result, the government el!peCts that the share af gas 
in total energy consumption will increase fran 17.9% in 
1981, to over 21% in 1990.9/ 

In 1982, Canada' s natural gas autput was 8.42 bcfd, 
af which she consumed dornestically 6.30 bcfd; the sur
plus was ex¡:x:>rted primarily to the United States (nearly 
2 bcfd ar 5% af U.S. danand) .10/ Interestingly enough, 
finns operating in canaaa were-authorized to sell up to 
3. 8 bcfd to the Uni ted States .11/ Exports have been lag
ging, however, due to successfüI' energy oonservation ef
forts and also as a result af prolanged economic reces
sian in the United States. 

According to severa! key government documents and 
afficials interviewed, Canada is very interested in keep
ing and even increasing her share af the U. S. market aver 
the next few years. Partly far this reason, Canada' s 
gas ex¡:x:>rt pricing :¡::iolicies ha.ve been quickly res:¡::ionsive 
to su¡:.ply and danand conditians. Thus, when projections 
a few years aga showed that ail danand and prices \olere 
likely to rise oontinu:>Usly, it made sense to try to 
clase the gap bet\oieen gas and crude ail prices. Canada 
actually linked the price af her gas ex¡:x:>rts to the u.s. 
to the price af inported petrolemn an her eastern shores. 
Now that such projections have been subject to fundamen
tal chan:je, rowever, canaaa fears that bringing gas 
prices too clase to ail price levels oould hurt the sub
sti tution value af the forner. 'lherefore, following 
CPEX:'s decisian in early 1983 to reduce the market price 
af ail (i.e., Saudi Arabian light) fran $34 to 29 dol
lars per barrel, Cana.da imnediately adjusted her gas ex
:¡::iort p:rice. '!he latter had been set at $4.94 per thou-
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sarrl cubic feet, tcf, in 1981 a,nd was reduced to $4.40 
tcf in April of 1983. Further, the canadian governrren.t 
agreed in July to an additional price reduction (down to 
$3.40 tcf) for any increase in cw:rent export levels 
that occurs through October 1984 (that is, about 50% of 
total authorized exports to the United States are affect
ed by this decision) • 

Canada is also highly ooncerned about the prospects 
for danestic gas price deregulation :rreasures in the 
United States. 'Ihis issue has been hotly deba.tea. in the 
U. S. Congress for over a decade wi thout reaching an agree
ment.12/ 'Ihis has oontributed to slowing down the devel
cpnentof existing rese:rves and of gas output in the 
United States. As soon as significant progress is made 
on price deregulation, it is likely that danestic pro
ducers will increase their output. For this reason, it 
is i.np:>rtant for both cana.da and Mexico to keep well in
forned of the deba.te in the u.s. Congress on this criti
ca! matter that will af fect their future participation in 
the u.s. market. 

The oonstruction of a gas pipeline fran Alaska to 
serve the u.s. and Canadian markets illustrates, as a Cana
dian goverrment official recently expressed, the agree
ment of both governments on how best to protect their mu
tual "energy security interests. "13/ '!he pipeline is pri
vately owned and built and is a project strongly sup
ported by both governments. When carpleted, it will ha.ve 
a total c~ci ty to carry up to 2. 4 bcfd of gas. 'Ihis 
project further illustrates how Canada has a special 
stake in maintaining good relations wlth her 9outhem 
neighbour in gas issues. 

Mexican authorities ha.ve e:xpressed that proven gas re
serves may be lower than had previously been estimated 
(the official figure is still about 75 trillion cubic 
feet). A large share of these rese:rves is associated with 
oil in the largest Mexican fields; Petr6leos Mexicanos 
has found in the last b.7o years, hCM3Ver, that as crude 
oil output fran offshore areas has significantly in
creased, the gas/oil ratio is much lower than it is in 
inland producing areas (like Refonna, where a 9,000:1 
ratio was once reported) .14/ This introduces a certain 
degree of uncertainty regarding l>Edco's natural gas po-
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tential and outlook for the future. 
Natural gas output rose fran 1.8 bcfd in 1973, to 4.1 

bcfd in 1982. In the latter year, gas accounted for 23% 
of ~xico • s total energy needs. Until recentl y, large 
volunes of gas v.ere flared and wasted due to insuf ficient 
infrastruct.ure. That ·si tuation did not inhibí t output 
grCMt:h because much gas is associated with oil production, 
which continued rising. Early in the IDpez Portillo admin
istration a decision was made to build a gas pipeline 
from southeast ~co to Texas, thus aiming to reduce gas 
flaring by exporting i t to the Uni ted States. The proj
ect went ahead even after it met with the opposition of 
sare darestic groups that argted that the gas pipeline 
would establish an additional and unwanted "strategic 
link" betv.een ~co and the United States. And later, 
the U.S. govemmant refused to sanction a sales agreerrent 
betv.een Petróleos ~xicanos and several U. S. gas cornpanies 
that included a high prioe fonnula for the ~xican prod
uct. Later, both sides canpromised and the flow of gas 
exports started in January 1980, though ata much lower 
level than had originally been planned (300 millian cubic 
feet per day, mcfd, instead of over 2 bcfd; note that the 
latter is the sane amount as current Canadian gas exports 
to the U.S.). 

Projections call for an increase of M3xican natural 
gas output to 7 bcfd in 1990; gross datEstic consurption 
is expected to double fran its 1982 level to 6.3 bcfd at 
the end of this decade. As in the case of crude oil, Mex
ico' s Energy Plan provides for a fixed arrount of gas ex
ports during the 1980s (a maximum 300 mcfd) • It should 
be noted at this point that in the last few nonths M3xi
can gas exports to the United States have been cut to 
only 180 mcfd, reflecting the new conditians prevailing 
in international hydrocarlx:n markets. 

Natural gas export pricing constitutes a specific is
sue of interest to both Canada and M3xico. These two 
countries seem to agree little on their objectives and 
strategies to maintain their export potential to the Unit
ed States. In addition to their greater reserves, Cana
dians point to the snall volune of M3xican gas exports to 
the Uni ted States. And nore irnportantly, Canada' s inter
est líes in the northern regions of the U. S. , which due to 
harsh climatic conditions and their location far away 
fran nost large U.S. gas fields are transfonned into a poten-
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tially "captive rrarket." canadians "WOuld not hesitate to 
:reduce the prioe of their gas exports further to maintain 
their ~tiveness in case u.s. danestic gas output 
rises significantly in the futu:re. Finally, if one also 
cx:nsiders that Cariada is generally isolated fran ccntinen
tal affairs, and that ~xican politics roa.y appear too 
volatile to her governnent, Cartada's relative lack of in
terest in ~can views and perspectives becares under
standable. 
~co holds a contrasting-and a rather politicized

view of natural gas export pricing policies. Reducing 
the prioe of gas may add to current pressu:res to maintain 
dep:ressed prioes for hydrocarbcns in general. It is prolr 
ably for this reason that .Mexico preferred to cut the 
voltme of her gas exports to the United States (to 180 
mcfd) rather than to cut prioes. Interestingly enough, 
the fonnula under whidl ~co finally agreed to export 
gas to the United States back in 1979 currently sets the 
prioe at about $3. 90 tcf. ~co is able today to sel! 
her gas at $4.40 tcf (the canadian export prioe for cur
:rent actual exports) because ~ao benefits fran the 
110St-favou:red-nation clause included in the agzeerrent 
signed with the United States. This neans that under cur
:rent nm:ket conditicns ~ao is fully depending on the 
willingness of Cariada to maintain this price leve!. ~xi -
oo does not seem to have any leverage to persuade Cariada 
to follow a gas export pricing to ~ao' s liking. Were 
~can oíl exports to canaaa nore significant, for ex
arrple, perhaps ~ao "WOuld be able to argue her case 
IIOre strongly and canada "WOuld be nore sensitive to ~
oo 's views. The best that .!>Exiao can hope for is that Can
ada will listen to Mexican arguments, but bilateral co
operaticn en gas export pricing should not be expected. 

Nuclear Energy 

One of the central objectives of .!>Exico's Natianal Energy 
Plan that has been shelved by President Miguel de la Ma
drid invol ves nuclear power. The previous administration 
had set an overtly arnbitious goal to develop up to 20,000 
~gawatt production capacity by the turn of the oentw:y. 
The cost of such a project aould have been over $50 bil
lion (U.S. dollars). The reactors built at Laguna Verde, 
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in the state of Veracruz, with the assistance of General 
Electric were the first step in ~oo's nuclear develop
nent prograrme (the output capacity of these reactors 
will total 1, 300 ~awatts) • The ~can prograrme 
suited quite well the interests of a canadian nuclear in
dustry that has been ailing. Falling darestic energy de
mand, l""'1er oil and gas prices, and sace darestic public 
opinion oppositicn to the potential haza.rds involved in 
nuclear power generatioo have prazpted canaaa to search 
for foreign markets. Several factors acoount for the 
fact that canadian~can nuclear energy cooperatioo 
still remains a project on paper and that it will prcba
bly stay so for many years to cx:ma.15/ 

For exarcple, there is an ongoing debate in ~co re
garding the actual level of darestic reserves of uranium 
susceptible to enrichment prooesses (reserves may total 
less than one-half the much-t:rurrpeted 15,000 tons quoted 
by a rcember of the p:r:evious administratioo) • The Laguna 
Verde heavy-water reactors will use uranium enriched in 
the United States (sare of it is al:r:eady stored the:r:e, as 
-well as in ~co), or in France. Further, there have 
been financial and technical difficulties in addition to 
labour problems that partly explain the eno:r:m:>US delay in 
ooncluding the constructioo of Laguna Verde. This situa
tion is likely to affect any future ccnsideration of re
initiating ~co 's nuclear developtent program. When 
and if that occurs, there is no guarantee that ~co 
will prefer the canadian over the u.s., Gennan, French or 
SWedish bids to provide neoessacy capital and technology. 

This is not to deny that the light-water CANDU :reac
tor offers sare advantages that account for the support 
it has enjoyed in sare ~can gove:i:nnent circles. Not 
only is the C.ANDU quite efficient and reliable, but the 
technology and the uranium necessacy to nm this reactor 
reduce the prospects of the recipient country's develop
ing enough knowledge to put its nuclear industry to other 
than peaceful applications. In fact, ~co and Canada 
fully agree that every effort should be made to prevent 
the proliferation of nuclear weapons. H""'1ever, ~co 
would accept the supervision of the Intemational Atanic 
Energy kJency while canaaa insists her own personnel must 
supervise everything relating to safeguards. The Cana
dians leamed the hru:d way when India overlooked her can
mibrents and used Canadian technology in part to develop 
a nuclear weapon capability a decade ago. Finally, ~-
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oo has expressed her interest in leaming oertain aspects 
of canadian technology that Canada prefers to keep for 
herself1 human resources training prograrmes do not sean 
to be included in Canada' s nuclear export strategy. 

It can now be fully appreciated that there are signif
icant forces v..iorking against clase bilateral cooperation 
with regard to oil, natural gas and nuclear power. Other 
energy sources are not discussed here because their im
portanoe in the specific case of Canada and Mexioo seems 
seoon:iary (ooal and hydroelectricity, far exanple). Per
haps :f.Ed.oo oould learn fran Canada's suocessful energy 
oonservation progranims that have involved rceasures such 
as progressive taxes on cars according to their size and 
weight1 requisites for fue! efficiency1 financia! and tax 
incentives to industry and oc:mnercial establislurents to 
save energy, and others .16/ 'lhere sean to be better pros
pects for bilateral :f.Ed.can-canadian cooperation in uncon
ventional schenes of this type, rather than in the nore 
hard-oore and sensitive areas of oil, natural gas and nu
clear power. In fact, Cariada has a $250 million dollar 
furrl to assist developing countries to reduce their oil 
OOtlSlllYPtion. Mexican authorities should explore this area 
far potential cooperation. 
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"THE CHIP IMPERATIVE: TOWARDS 
TECHNOLOGY COOPERATION?'' 

Zavis P. Zeman * 
(President, zz International) 

This paper will atterrpt to investigate the challenges 
posed to our countries by the increasing canplexity and 
rate of techn.ological change facing us. 

It starts with the belief that technology is a key if 
not the key instrunent of ecx::nanic developrrent. I t also 
starts with a belief -rrost of econanic developnent liter
ature notwithstanding- that in the present real world, 
technology -for all practica! purposes- behaves as if 
it were autanarous. Technology toda.y is global. The ef
forts to manage it are by and large anly national in 
scope. '!'hose natianal governnents that do not understand 
this "technological irrperative," risk finding their devel
oµcen.t policies at best inapprc.priate in te:rrns of their 
proclained objectives, but rrore likely counterproductive 
or worse. 

Whether YJe like it or not, those responsible for tech
nological policies in our countries will have to consider 
the new developrents in the world of technology as given. 
This is preferable to nurturing the illusion that sareha.v 
we can be in the driver' s seat in managing this runaway 
genie. Technology is really quasi-autonarous. 

* See Mr •. Zeman's opening caments in DISCUSSICN 9/27/83 
FIRST SESSICN. 
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The Nature of the Clip Olallenge 

Technology is na.v rapidly changing on a glci::>al scale. The 
past decade has witnessed the rapid camercial emergence 
of majar new technologies, and the equally significant and 
aninous rapid maturing and obsolescence of others. Sare 
industries have been totally revolutionized. The 1980s 
will see an acceleratian of the already frenetic pace of 
technological change. The change could anl y cantinue to 
restructure whole mature industries and markets, while new 
technologies will be creating entirely new markets and in
dustries. What is rnore, technology is na.v rapidly changing 
an a global scale. In fact, ~ are witnessing nothing 
less than a transfonnatian of the whole manufacturing sys
tern of the "WOr ld. 

The lIDeven introduction of autanatian and infonnation 
technology into the glci::>al ecanany has been lIDderway for 
about a generation. The drama.tic acceleratian of the pro
cess has been attributable to microelectronics - the chip. 
Hailed as the rrost remarkable technology ever encolIDtered 
by humani ty, the chip, which is smaller than a fingemail, 
contains hlIDdreds of thousands of electranic carponents 
and canplex circuits. The pa.¡er of the chip, which was devel
oped in the 1970s, has increased a hundredfold over the 
past decade, while at the sarre time its costs have dropped 
a thousandfold. The chip is spreading through parts of 
the global ecanCX"ey" like a brush fire, and its diffusion 
rate is claimed to be seven to ten times f aster than that 
of any previous technology. 

At no time in history has there been a broader range 
of innovatians and technologies based an a single inven
tion poised for c:amercial developrent and diffusian. The 
range of emerging or fast-growing technologies is broad, 
di verse and advancing with increasing rapidity. Simulta
neously, the range of applications of these technologies is 
continuously expanding. There is even more inventian in 
the applicatians area than in the develoµrent of the tech
nologies thernselves. 

Clips, or rnore precisely microelectronics, today 
drives a whole cluster of technologies such as canputer
assisted design (CAD), canputer assisted manufacturing (CAM), 
robotics, office autanatian, microccrnputers, CAI/CAL, digi
tal networking, satellite camtlIDicatians, rerrote sensing, 
speech prooessing and expert systerns. In conjlIDction with 
new develoµrents such as satellites, lasers and optical 
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fibres, these techn:>logies are likely to becane the force 
which will produce profound changes in the way the "WOrld 
works, learns and lives. 

Several generic technologies appear to be the paceset
ters of the chan;¡e. Rapid developrents in chip technology 
itself, as well as in microprocessors, menories, software 
and speech processing are all pointing towards dramatic 
changes in the factories and offices arolmd the '1.0rld. 

'lllis wave of new technologies differs radically from 
that of the past. With four exceptions over the last two 
hundred years, previous technological changes have typical
ly c::are into public use in isolation and in series. Today 
the rate and breadth of technological change is so great 
that the interactions between old and new technologies, or 
be~ a canbination of new technologies, have further
reaching, nore carplex inplications than ever befare, at 
least since \'brld War '!Wo. Whether one believes or not that 
the 'WOrld is poised to take a quantum leap to a higher 
tedmological plateau based on the so-called fifth wave of 
industrial technology, the nunerous signs unrnistakably in
dicate that the 1980s will see even further acceleration 
of the already frenetic pace of technological change. 

'lhe new wave of high technology is, paradoxically, trig
gerin;J a tide of technological nationalisrn, l.moanfortably 
reserrbling nercantilisrn of the eighteenth century. This 
tine, the narre of the game is not bullion, it is techno
logical capability in advanced technologies. This neomercan
tilism -where goverrments are getting involved in develop
ing the new industrial infrastructure wtlile closing down 
their markets to technological product imports- is fuelled 
by the desire of nearly all governments to harness the 
cutting-edge technologies in the race towards the twenty-
f irst century. 

It is in my opinion inevitable that microelectronics, 
a truly transfo:oning technology, as it brings new indus
tries into existence and renders others obsolete, will at 
once create and displace different jobs. For exanple, the 
world microcarputer industry has exploded at annual rates 
of 70 per cent, doubling every year. The off ice autana
tion and industrial robotics industries have grown at the 
rate of 35 per cent, doubling in two :years. In the pro
aess many jobs have been and will, be created. 

However, within the past several years we have heard 
new concerns over the issue of "technological mi.employment" 
f ran people who propose that the dire predictions of the 
past will come to us with a vengeance in both the advanced 
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industrial nations arXI. in the developing world, because -we 
have not prepared for this new wave of autanation. 

'lhere exists a sharp polarization of views beb.leen 
these "pessimists" and the opposing "optimists" who are oon
vinoed that this rew technology will, in the long run, cre
ate I!Ore jobs than i t destroys, in the sane way as any oth
er tedmology before the chip. No consensus exists on the 
question of the net job balance created by the developnent 
aro. expansion of the new technologies, and this is where 
the debate currently stands. The I!OSt oontentious question 
-whether microelectronics destroys xrore jobs than it cre
ates- cannot be resolved with certainty by myself, or for 
that matter, by anyone else at all at the present time. 
Only an historian will be able to detennine this retrospec
tively. 

Although there is no factual ha.sis for such views, the 
pessimistic point of view seans to have been gaining I!Ore 
grourrl lately. Recently, the authoritative 1982 review of 
national experience with microelectronics, produced by the 
Organization for F.conomi.c Co-operation and Developnent 
(OEX:D) ooncluded: "on the ha.sis of national projections in 
the oountries revielllel, a rough estímate of the average out
cone is that 60 per cent of the direct technology-induoed 
reduction of the labour demand will be offset by · 1990, ex
clm effects stenming fran international coopetitiveñess, 
Whic:íOüld :Eürtfur increase errployment in sare oomtries, 
but not in the OEX:D cxmmmity as a whole." It is not dif
ficult to extend this observation to the global ccmmmity 
in general. 

'1he rressage is clear: there will be less jobs available, 
and it will depend on how oonpetitive each nation is in as
suring i ts workers a better part of the total pie. we have 
entered a zero-sum garre - gains in one sector or oountry 
will very often rrean losses in others. Job wars are on the 
horizon, if not OCM already with us. It is well to keep in 
mind in what oontext the chip is being introduoed and dif
fused through the global eoonany. 

'!he Context 

camrunication technology and transportation services have 
helped to shrink the globe over the last three decades. Na
tional econanies, encouraged by an envirorurent of relative
ly free trade, have becx:me increasingly inten.uven. '!his 
globalization has led to a oonsiderable restructuring of 
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the world econamy en a global scale. The agents of the new 
drama.tic changes are the transnational oorporations, multi
national trading carpanies and international bankers - all 
relatively new actors en the global scene. These multina
tionals are now responsible fer over one-quarter of the 
gross world product, and their actions inevi. tably tend to 
integrate the world eoonany rrore and rrore each day. They 
have now been joined by sorce nation-state governrrents, who 
are rrobilizinJ their rnilitary-industrial carplexes fer sur
vival in the new carpetitive \\Orld. 

What are these "new drama.tic cilanges"? There have been 
drama.tic changes in both the world supply and demand pat
terns. On the demand side we are reaching the near
saturation of Western markets fer "big-ticket" machines: auto
nd>iles and household appliances. It seems apparent that 
"We in our tllre have mined to exhaustion the cluster of 
seven technologies -electronics, synthetic materials, 
dru;Js, oil and petrochani.cals, as -well as vehicles and oon
suroor durables- which have provided the impetus fer the 
growth of the Western eoonomies fer the three decades since 
World War II. SUbstitution of new materials fer old, and a 
very successful energy oonservation and conversion program 
only adds to these chan]es in demand fer products within 
the global manufacturing system. On the supply side, it 
seems inevitable that world-wide manufacturing of standard, 
mass-produced goods will continue to be located wherever 
they can be produced the rrost cheapl y, regardless of nation-
al botmda:ries. The rrost efficient places fer such mass pro
duction are cani.ng to be the newly-industrializing ooun-
tries which spearhead the Third World. There now exists 
erou;¡h evidence to observe that advanced industrial ooun
tries are presently m:>Ving rrore or less away from such high
volurre standardized production. Scma reversa! of this trend 
might be created by the efforts of sane cx:npanies in the 
First World to "repatriate" the lost production through auto
mation. 'lllese efforts are not likely to buckle the trend. 
It is as easy to install robots in Taiwan or Korea as i t is 
in North .Arrerica or Western Europe. 

In the energing stru;Jgle to chart the appropriate 
oourse in this new, dramatically rrore carpetitive environ
nent which is facing both the industrialized societies and 
the developing countries, fran now en far rrore attention 
will have to be paid to an underlying factor which has be
cxrre crucial to carpanies, entire eoonanic sectors, and 
whole countries struggling to survive and prosper: techno
logical change. 
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Technological capability has to be recognized as a vi
tal strategic asset. This is true for a oorporation, a 
sector, and even nore true for any oountry as a whole. The 
order of the three telltlS of the sinplest p:roduction func
tion -capital/labour/residual factor- should perhaps be 
reversed to read: technology/capital/labour. 

The choice is not bet.ween acceptance or refusal of tech
nology. The new technology is unavoidable for at least t\\O 
good reasons: Firstl y, mastering the new teclmologies 
means positioning their eoonanies for at least severa! de
cades into the future. In the saine way as the Industrial 
Revolution eclipsed certain oountries wttlle catapulting 
others to power, this technological earthquake has been, 
and will be, rewriting the present geopolitical nap of the 
-world. Secondly, the mastery of the new technologies means 
being ahead of others in the capability to defend oneself. 
The tragic Falkland/Malvinas conflict clearly denonstrated 
the worth of "keeping up with the Joneses" in the new technology. 

'lb sum up this section, to chip or not to chip -that 
is not a question. 

The New W:>rld 

The brave new -world is eroorging as a duopoly dominated by the 
Uni ted States and Japanese canpanies. Entering the mid-
1980s, the United States still possesses the rrost advanced 
capability in the -world in the whole spectrum of the new 
technologies. But the Japanese, like nost runners-up, sean 
to be trying harder, and are closing the gap surprisingly 
quickly. 

The two leaders accelerated the technological race so 
much that it is possible to feel that the gap between the 
technological leaders and those who merely follow in re
sponse to the chip challenge will increase. The develop
ment lags will likely differ drarnatically fran oountry to 
country. 

The transfers of the new technology to the "me-too" coun
tries might turn out to be perhaps the nost important and 
decisive factor in creating a new "de facto" International 
Econanic Order. 

Other than the present anns sales, where sane sixty billion 



TOWARDS TECHNOLOGY COOPERATION? 219 

dollars l>IOrth of new teclmologies passed hands in 1982, 
arr:¡ across-the-board voluntary free transfer of micro
electronics into other countries is not in the cards for 
the foreseeable future. Such efforts as the Declaration 
of Maxi.co on Infonnatics, Develaprent and Peace of 1981, 
and a prqiosed five-year, one billion-dollar program to 
be discussed at the forthooming ~rld Conference on 
Strategies and Policies for Infonnatics (SPIN) , now post
poned, to be held in 1984, will nost likely be frustrated 
since they ignore many facts about these new technologies. 
S.imilarly, the demand for a binding code for internation
al technology transfers, called for by UNCl7\D, has the 
ring of a holla.v shell. No master plan for global infonnat
ization seans feasible in the world in which we live at 
p:cesent. 

'As the world is not a nonolith, and as attittrles to
wards technological capability differ so widely, a rrore 
:cealistic scenario 'WOUld be the graduated and differ
entiated process of individual approaches to technology 
transfers. 

In the develcped countries, the Europeans are afraid 
that they will fall behind in the technological race, and 
a:ce trying to cq;>e with the chip challenge both individ
ually and collectively at the EEC level. Of the European 
countries, France seems best posi tioned to master the new 
technologies. France is one of the four countries in the 
world with an independent carputer/ccmnunications tech
nological capability. It differs fram the Uni.ted States 
and Japan in that there are weaknesses in certain areas 
of the technology spectrum, and linkages to the global 
markets are much rrore fragile. 

In three decades France has roa.de a rernarkable transi
tion from a country which exported "wine and cheese," to 
a country which has roa.de notable advances in railway tech
nology, aerospace, nuclear energy, and rrost relevant, in 
telecamrunications. 

France now has in place a nearly carplete infrastruc
tu:ce which may alla.v i t to becare one of the l>IOrld lead
ers. This infrastructure consists of a national will and 
a plan for an indigenous industry with a strong danestic 
market, creative research institutions, and a fledgling 
export industry with links to strong cx::npanies in other 
countries. 'lhe recently announced initiatives to create 
"filiere electronique" give a new anphasis to the effort 
to face the challenge of the chip. 

Given these circumstances, it is reasonable to expect 
that France's role in telerratique will have strengthened. 
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Whether or not she will becare ''Nunber Three, " as her ambi
tions indicate, only tine will tell. 'lhere are obstacles. 
Criticism of "too much, too soon," without sufficient in
vestigation of the resulting socio-eoonanic :inpact are be
ing taken seriously by the goverrmen.t of President Mit
terand. In arldition, often bitter conflicts between left
wing and right-wing ¡:x:>litical factions, and enployers and 
enployees, preclude the creation of a Japanese-style trium
virate anong gover:nrcent, industry and labour. 

'!he lJnited Kin:Jdom is still atte.npting to reassert its 
technological capability in the carputer/cc.mnunications 
field. Its rroderately successful efforts in danestic mar
kets have not been matched by its export capability, de
spite the continued series of drives associated with the 
reentry of the govemment into the field. 

Within the U.K. itself, in spite of the diverse steps 
taken by the gover:nrcent, there is a general perception and 
continued criticism stating that the country is a long way 
from having an overa!! ¡:x:>licy in the area of carputer/can
muni.cations. '!he total arcount of nonies, ccmnitted or pro
jected, are considerably less than those announced iil Ja
pan or France. To illustrate, the gover:nrcent set up the 
ad hoc Alvey Carmittee to produce a British plan of action 
for the fifth-generation oonputer. '!he ccmnittee recan
rrended that a camli:trcent of $700 million be made over the 
next 5 years to develop a national response. The bulk of 
the Alvey recormendations, with one exoeption, have been 
aa:epted virtually without alteration. The four main re
search thares confinred so far will be software engineer
ing, man-roa.chine interfaces, intelligent knowledge-based 
expert systems, and VLSI circuits. Need.less to say, the 
Alvey plan was welcnred wi th delight bordering on euphoria 
by the industry. 

Certainly there has as yet been no dramatic chan;Je in 
the market prospects for U.K. infonnaticn technology indus
tries, either danestically or abroad. Despite the calls 
from industry, and edi torials in trade publications stating 
that Britain must have an integrated national ¡:x:>licy for 
information technology, and a statement of goals with a 
blueprint and schedule for achieving thern, it is doubtful 
whether such a plan is consistent with the approach of the 
Conservative governrrent. Although it is likely that there 
will continue to be many special programs, and the govem
rrent will continue to assign a high priority to infonna
tion technology, there are few signs of a national plan 
along the lines of those in Japan or France. 
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West Gennany, the irrlustrial loccmotive of Western Eu
rope, is experiencing trerrendous difficulty in adjusting to 
the challenge of the chip. 'llle tradi tional pillars of the 
German econany, such as machines and vehicles, are losing 
cxnpetitiveness. 'llle new microelectronics-based indus
tries are seen slipping as YJell. 

In Gennany, unlike in other countries, the indigenous 
telematics industry could not benefi t fran mili tary pro
grams aimed at the develoµnent of cxxnputer technology, due 
to the historical reali ty in the wake of ~r ld War II, 
which prevented the growth and build-up of a military in
dustry in that country. An excessive reliance on u.s. rnanu
facturers and their technology, havever, is only slawly be
ing reversed. 

West Gennans concerned with industrial develoµrent rec
ognize microelectronics as a key generic technology of the 
future. A deep awareness of the opporblnities and threats 
presented by advances in electronic technology exists in 
that country. Nevertheless, a carprehensi ve national infor
mation teclmology policy does not exist. Designing one, in 
a situation where rather anti-technological trade union in
terests are strong, will not be easy. Sale ol:servers feel 
that West Gennany will f all behind in the technological 
race, and their desire to survive as providers of patents, 
techrologies and blue prints to the world might not be 
realized. 

Sweden's concerns about its relative weakness in auto
mated production equiµnent rnake sobering reading for any 
ootmtry still lacking a carparable engineering infrastruc
ture. Despi te all their viell-known industrial advantages, 
the SWedish industrial econany has been, so to speak, run
ning scared in the face of errerging technological carpeti
tion, despi te the fact that they naw hnve the rnost ro
botized ma.nufacturing industry in the world. 

In S'Weden, responsible public authorities have been 
taking cautious steps towards a rnore strategic and planned 
approach to the future industrial and technological devel
cpoont, wi thout wishing to disturb the tradi tional anns
length and diffused relationship between the state and the 
private business sector. Ll.ke the West Gennans, the Swed.es 
are·aware of the irrpossibility of taking short cuts in the 
advancerrent of the new technologies. 'llley recognize that a 
lack of skilled labour is a basic constraint, requiring edu
cational inte.rvention, and they have defined broad techno
logical priorities. 

Sweden is viell aware that the irrplementation and deliv-
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ery of new programs is the Achilles' heel in responding suc
cessfully to the chip challenge. 

In the Netherlands there was evidence, by 1982, of a 
growing awareness that the government could no longer afford to 
stay as inactive or dispassionate as it had been arout the 
need to intervene nore positively in the prarotion of the 
new technologies. '!he Dutch had finally w:>k.en up to the 
challenges of th3 rnicroeleccronics revolutian. A leadinJ 
politician sunned up the situatian as follows: "It is like 
a gold fever: '1.b:>se who are not noving fast will miss the 
boat. '1.b:>se who fail to take a lead are forever left be
hind; those who fail to join the race are forever handi
capped." 

Industrial carpetitiveness is taken very seriously also 
at the level of the European Ccrcm.m.ity. Co-operative ef
forts have been effective in teleccmnuni.cations, but much 
less so on the carputer side of the technology spectrum. 
Europe's increasirg lag in rnicroelectzonics, as noted, has 
Europeans rurming scared, hoping that the pan-European ac
tions such as the much-publicized European Strategic Program 
of Research on Infonnation Technology (ESPRIT) will reverse 
the deteriorating environrrent. 

If the challerge of the chip is shaking the First W::>rld, 
it is even nore aminous for the 'lhird W::>rld. 

In reaction to the irmensity of the challenge, several 
"quick fix" recipes, such as "leap-frogging" the industrial 
era, or ''rnicroelectronics as an ultima.te appropriate tech
nology" have energed. 'lhese constib.lte seductive, imagina
tive, but unfortunately unrealistic plans, which ignore the 
basic requisites of the developrrent process, such as the 
need for a supportive infrast:r:ucture, and suffer f_ran a lack of 
capital and skills, as well as problanatic attitudes to the 
acquisition of the new technologies. 

In the 'lhird W::>rld, the disparity between the nations 
is even nore apparent. Technological capability varies pro
foundly. What is nore, many nations roa.y find out that their 
newly acquired industrial base is being rendered obsolete 
by the new wave of technology. However, there are those 
who are succeeding at the new gane. 

Israel, for exanple, has becx:me quite successful in mas
tering rnicroeleccronics. The four "little dragons" -South 
Korea, Taiwan, Hong Kong and Singapore- through emulating 
Japan have positioned themselves extrenely well in ac
quiring technological and export capability in these tech
nologies. 

Brazil, too, has roa.de considerable steps towards ac-



TOWARDS TECHNOLOGY COOPERATION? 223 

quirirg these new technologies. In Brazil the telanatics 
industry has been recognized as a key sector and it is re
garded as highly desirable that the ool.ID.try slx>ul.d 
achieve the capability of designing, produ.cing, and ex
portin;J catpu.ters. 'lhis goal is p:ronoted in a nurcber of 
ways, of which the rrost inportant are the government' s 
participation in joint enterprises wi.th private industry, 
am regulation which takes the fonn of granting licenses 
to manufacture rni.nicarputers only to fareign cxxipani.es 
which are prepared to inport techrology and build up a 
design capability in Brazil. 

'!he Brazilian response to the chip challenge has been 
held up as a m:xlel of the type of action 'lhinl w:>rld ooun
tries can take with respect to rrodern technology. Its 
proponents argue that it asserts national control, but not 
in so heavy-handed a -way as to make multi-nationals such 
as IBM, Bun:oughs, Honeywell, and Sperry Rmrl leave be
cause of divestiture of majority control. 

Brazil has already achieved a position in the export 
market far rni.nioorrputers and assembled systems. 'lb this 
point at least, Brazilian policy seems to be producing ef
fective results. But in looking beyond the statistics and 
the newly-established goverrment-protected oorrpani.es, it 
is i.nportant to rerrember tha.t Brazil is still very mu.eh a 
developing oountry in this area. Much of the infrastruc
ture to support effective use of cooputers is still lack
irg. Data a:mnunication capabilities, and even such es
sentials as reliable air-c:onditionirg equiprrent, are hard 
tocare. by. 

Similarly, India, although on balance hurt by the "ex
pulsion" of IBM, has a large pool of well-trained elec
tronics engineers, and perhaps stands a chance of develop
irg sare indigenous techrological capability in the fare
seeable future, despite only rninor effarts to date in the 
critica! areas of technology. 

ene c:ould oontinue scannirg the national responses to 
the chip challenge. However, the exarrples given mpeful
ly denonstrate tha.t the pattern of uneven techrological 
developrrent will :nost likely be dramatically accentuated 
even further in the 1980s. It is \<VOrth repeating that the 
geopolitical map of the \<VOrld wi.11 be equally dramatical
ly rewritten. 

Canada and Mexioo: ~ty far 'IWinning? 

If we do not want to bec:xxne oolonies again, this time 
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technological oolcnies, we have to start inrrediatel y to as
sess this new enviraurent, assess our present and potential 
technological capability, as well as that of our carnpet
itors, to find our next appropriate response to the chip 
challenge. 

Challenged with the chip inperative, each of our ooun
tries will assess its own environnent, own technological 
capability, as well as its own peroepticn of the carpeti
ticn, to detennine whether ailindependent or coalition 
'strategy offers the nost appropriate policy. 

Irrespective of any govenurent strategies, carpanies in 
our two countries will be f oroed to focus en offering and 
developing selected niches of products and servicies. They 
will have to learn the hard way to serve and carpete in 
glcbal markets. If the entry into the glcbal marketplaoe 
has hitherto been optional, it is nCM becaninq imperative, 
and what is rrore, it has to be done quickly. Late arrivals 
might find out that catch-up is beyond reach. The winners 
in the technological raoe will win big, while the unini
tiated or too cautious will find themselves falling far be
hind, or failing outright. 

The rrost advantageous acx:ruisition of technological ca
pability in this strategically-important area prooeeds by 
various routes of ei ther indigenous develOflOO:rlt or of inter -
naticnal technology transfer and co-operation. Of the two, 
the seccnd seems to be by far the nore important. Even if 
we perfonn miraculously better than in the past, we caímot 
independently develop nore than a tiny peroentage part of 
the glcbal technology pool. The rest has to care fran 
abroad. 

I t ma.y well be that our respective govenurents will opt 
for charting the response to the chip challenge independent-
1 y or in alliances with other partners. Nevertheless, it 
might be useful to use this occasian far investigating the 
feasibility of sooe cooperative approach between r.taxico and 
Canada to cope jointly with the chip inperative. Pe:rhaps 
we might indeed both benefit by exploring jointly hCM to re
duce our vulnerabilities and balance our opportunities far 
entry into the new infonnatian age. our investigation has 
to start with the Chip Imperative: - both r.taxico and Canada 
are challenged not to be left out of the forefront of these 
pa.¡erful new technologies. Canada and r.taxico are not real
ly facing the chip challenge fran the CCITipletely different 
''North" and "South" perspectives, separated by the Great 
Divide. In fact, despite the well-known successes of Canada 
in the telecomnlU'lications and satellite segrrents of the 
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tedmology spectrum, the two countries have no:re in ccmocn 
than generally believed. 

What do -we then have in carm:n? We a:re both di:rect 
neighbours of one of the two giants of new technology, and 
~ a:re both ~ dependent oo the trade with him. Trade 
with the United States accounts in both countries for sare 
seventy per cent of all of our fo:reign trade. Furthe:rno:re, 
~ a:re both neighbours across the Pacific with the other 
giant of the infonnation age - Japan. No other countries of 
the world a:re in a similar strategic position vis-a-vis 
the New Dllq)oly. But the similarities do not e.'ld here. 
Both countries have similar size of their effective market, 
if -we take into account the "de facto" marginalizatioo of 
sane 45 millioo of the Mexican population. Both countries 
have to:rely nearly exclusively oo the technologies devel
cped abroad. Nei ther Mexico nor canada has any significant 
indigenous chip manufacturing capability. The sane is true 
for indigenous mainfrane ccuputer productioo. The rcbotics 
industry in our two oountries is ncn-existent. Both coun
tries are afraid to be left out of the race into the info:r:ma
ticn age. In both oountries the conputer/ccmnunications spec
tnin of technologies has been to date provided by the Unit-
ed States. fust recently, -we have seen ooth the appear-
ance of at first consurer electronics and now of the micro
cacputers fran Japan in our markets. There are thus quite a 
lot of surprising similarities. There a:re, however, quite 
dramatic differences between our ~ oountries. Those 
45 rnillion rnarginalized Mexicans make, of oourse, the 
largest diffe:rence. They do :represent an added burden for 
the Mexican strategists. There are also big differences in 
the new infonnatioo infrastructu:re between our two coun
tries. The pattem of hmian settlerrent in canada alcng the 
U. S. oorder helped Canadians to develop the infrastructu:re 
which is ccuparable to those of the Uni ted States. Their 
inventi veness makes i t in sare segments, such as cable TV, 
even better than south of their oorder. Whatever way -we 
loak. at our two countries, the fundamental fact that one is a 
relatively rich and the other a relatively poor country 
cannot be abstracted ~y. The incrne distributicn is rnuch 
:rrore skewed in Mexico than in canada. What if the new tech
nologies would even further pranote inequity? What is 
:rrore, the present liquidity crisis limits the roan for ac
ticn by the govenurent of Mexico quite dramatically. 

Mexico furthe:rnore does not sha:re in the developnent of 
chip-rich defense technolcx~_ües with the U.S.A. that pro
vides canada with sare further ccuparative advantage. To 
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continue, canada possesses a superior telecanmunications 
network, satellite manufacturing capability and rrost im
portantly a real capability for Y.Drld-class software 
production. 

On the other hand, Mexico's been quite successful in 
persuading the U.S. manufacturers to produce state-of-the
art minicorrputers in Mexico, offering i tself as the spring
board for their entry into Latin Arrerican markets. 

Last but not least, there exists a significant differ
ence in perception of the role of the state in econanic de
veloprrent. '!he canadians sean to be rnuch less intervention
ist than our Mexican friends. 

'lb sum up, there are soma surprising similarities, but 
also very significant differences between our two rountries. 
If there is a political will for cooperation, on what can 
it build? Where Y.Duld one start? 

P.s Mexican-canadian relations have intensified, it is 
not inappropriate to assume that they will be even rrore in
tensive in the future. Increasingly, Mexico and canada 
will keep finding that they face similar problems in cap
ing with the new errerging technologies. 

It is not perhaps inappropriate to suggest that we can 
start learning from each other' s experiences. '!he leading 
policy thinkers of the two countries could pave the way for 
opening up such a learning process. Let me repeat, in my 
view we could learn from each other. Above all, we could 
learn from corrparing true costs and benefits of interveñ=° 
tion (Mexico) and a liroited intervention (canada) in the 
'W'Or ld of new technologies. P.s the new economic realism is 
gaining considerable ground in both countries, the ti.ne now 
is rrore appropriate for looking beyond the ideological dichoto
my of "dirigisrre" versus "free-market" to cace up with a 
rrore realistic grip on new technologies. Useful lessons 
could also be drawn frcrn a corrparative analysis of the ex
isting technology support structures and rnechanisms in our 
two countries. For instance, there is no canadian govern
rnent agency concemed with a systematic acquisition, dif
fusion, and release of the technology. 

If it is true that sare 99 per cent of our technologi
cal capacity corres from abroad, canada might need a Tech
nology Council, perhaps as large as the Science Council, 
which has been so far focussed on serving only a tiny part 
of our technological base. Such an agency could reinforce 
absorption, diffusion of technology and facilitate our tech
nology exports. 

In this context, perhaps rnuch could be learned both 
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positively and repetitively by Canadians fran over the de
cade of M::!xi.can experienc:e with the Registry for the Trans
fer of Tecimology and the Use and Exploitation of Patents 
and Trademarks and fran over six years of experienoe with 
the official agency responsible for telematics policy. 

We might also leam fran each other about our experi
enoes with foreign-controlled multinaticnal ccrcpanies. ca
nadian tecimocrats are now slowly accepting that coopera
tioo rather than canfrontation with the new multinatianals 
-which are, by and large, the owners of the microelectron
ic know-how'- brings about the :rcost successful transfer of 
new techniques to our countries. 

Studies of intenlational tecimology transfers by Mans
field or Baranson in the United States or by the Ecananic 
Council in Canada point out that the transfers via rnulti
natialals are the nost efficient channels for transferring 
the latest, nost advanoed tecimologies. To a oertain ex
tent, this is not surprising, because all foreign con-
trolled finns in ca.nada are rnaabers of large corporate groups, 
neni:lers of "the glcbal technoloqy pool club." Seeing the 
foreign-controlled ccrcpanies as assets rather than as ex-
ploi ters and ideological adversaries calls, of course, for a 
serious re-assessnent of attitudes wi thin the econanic develop
nent cxmmmity. It is a painful process in Canada, and 
ene might suspect that it will not be any less painful in 
.ftEd.oo. 

We can also oonsult each other on how to deal with the 
new investment. The new industries are footloose and they 
oould be attracted. '!he advantage will lie with those of
fering the "best place to live," with acoess to loci of ex
cellenoe, as well as existing university/research infra
structures, and cheap, highly-:rcotivated labour available. 
The lack of these characteristics puts nation-states at a 
handicap. Again l.eaming fran each other's sucoesses and 
failures could benefit us both. 

Finally, is there spaoe for any direct Mexican-canadian 
tedmological cooperaticn? At first glanoe, such spaoe 
seems quite limited. M::!xi.co seems to be focussing an 
deeper aspects of its present predicam:mt. Adjustment to 
new technologies is but only one d:i.mansion of the present 
crisis. It is a fair bet that M::!xi.can priorities for de
velq;.uent might be sought elsewhere focussing on danestic 
issues of food and energy. In tecimology, it is quite prob
able that Mexico will prefer to go it alone in the \\Orld 
where everycne is foroed to look. after himself. Even if 
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there were foreign partners sought, they rnight not be cana
dians as the first choice. Linkages wi th Arcericans or Jap
anese might look rrore profitable, linkages with othe:t man
bers of the Club 77 rnight be rrore advantageous politically. 

However, if one loaks closer, there is sene space for 
cooperatian - not anly in high technology, but also in rre
dium and lé:M technologies: canadians do possess the North 
Arcerican technology, and they are not threatening partners. 

The "problénatique" surrOl.mding any technology strategy 
is quite a c:crrplex ane. Therefore, the following agenda 
for research should be seen as no rrore than the first 
-rather sinplistic- attarpt for a shopping list of ideas 
for an ernb:ryo of such joint research programs. The re
search agenda could errerge anly after rreaningful dialogue 
anong those interested, after this rreeting, in a careful 
design perhaps over a period of a year or two. 

An Errb:ryo of an Agénda for Research 

If agreed upen, the joint program could study on the gener
al leve!, the actual processes of intematianal technology 
transfer. The dynamics of transfers could be critically 
analyzed. The various channels, such as direct investment, 
joint ventures, technical assistance, training, financial 
aid, licensing, knCM-hCM transfer, and others, will have to 
be discussed. 

The transfer and absorpticn-capability evaluatians will 
have to be clarified. A special study of the ''boarerang
feedback." problem could be made. The idiosyncrasies in the 
trade/aid dichotany should be highlighted. Various effects 
of direct, and indirect, transfers could be analyzed. 

~re specifically, the role of the technology factor in 
our national developrent rnight be stressed in another 
study. The new intemational ccmpetitive situaticn would 
be discussed here, as would the myths and realities of the 
actual technology acquisition situatian in both countries. 
The pastrole of the governrrent in national technological 
develoµrent in selected areas could be assessed. As rren
tioned, the present institutional technology-support struc
tures and rrechanisms could be succinctly reviewed. The spe
cial dlaracteristics of the situation pertaining to the 
transfer of errerging infonnaticn technologies rnight fonn a 
special area of focus. 

The present and foreseeable needs for high technology 
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transfers in both oountries could be determined. The in
di.genous capabilities across the whole technological spec
trum in both oountries might be assessed. Technologies 
ripe for transfer between us might be identified. Further
mre, ccrcparative studies en the technology transfers fran 
the U.S. to M:OO.co and canada might be cx:ntenplated. Simi
larly, high technology transfers fran Japan to North Aneri
ca cou1d be an.alyzed. Catparism of transfers to the u.s., 
lexico and eanaaa could be made. 
~ might also attenpt to thrcw sooe light en the prob

lems of technological capability élCX}llisitian in our two 
participa.ting oountries through carefully-selected case 
studies. Ea.ch of the cases could deal with a diffe:rent 
tedmology, and even 100re inp:>rtantly, would address a dif
:fex:ent set of questicns. 

While Cmputer-Assisted Design (CAD} might be an inter
esting area for the case studies, CAI/CAL, Videotex and Of
fice Autanaticn seein to be the nost pranising areas to be 
focussed upen. Educaticnal technology driven by the micro
OCllplter has undergcne a dramatic change in the latter 
part of the 1970s. With the collapse of the price of mi
c:rocx:riputers, it is IlCM realistic to speak about access to 
ocnputer tenninals for eadl child in the sdlool systern in 
Canada, and a decade down the road even in ~co. The 
cxntrol of the cx:ntent of the instructicnal/leaming mate
rial by the naticnal govenurents will be of great interest 
to both govenurent systems. 

The actual approaches of the two countries could be 
juxtaposed. The ideal approach would be drawn out, and 
the feasibili ty of various fonns of co-operation for such 
a joint ~xican/canadian venture would be explored. 

In videotex technology, canada is rrore advanced than 
lexico. This case study would serve to illuminate the 
ideal cx:nditic;ms for the nrutually-beneficial transfer of 
tedmology fran eanaaa to ~co. 

In office autanatian technology, both countries are 
faoed with the daninance of foreign technologies. Never
theless, in cana.da there are two sources of technological 
capability: AES (state pa.rticipa.tian} and MICXM (multina
ticnal canpany-owned} • 

The process of technology transfer via the channels of 
the multinational corrpany (eg. Philips N.V.), would be 
cxntrasted with the potential for transfers with the help 
of govenurent invol venent. 

While synthesizing the findings fran the case studies 
is a notoriously difficult process, it should be attenpted. 
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The critica! policy issues in the short, rcedium and long 
te:an might emerge. 

If successful, this joint program oould :reach the fol
lowing three main objectives: 

l. It oould sensitize the decision-makers of both ooun
tries with :regard to the in¡x>rtance of the ene:rging can
puter/ccmmmicatians (telematics) technologies to national 
develc.prrent. 

2. It oould contribute to the illumination. of the vari
ous processes of the technological-capability acquisition.s 
in this specific field. 

3. It oould explore the feasibility of inte:rnation.al 
technology transfers and co-operation. between canada and 
Maxioo in thi.s a:rea. 

Hcpefully, the :research program that \\le might get he:re 
undez.way oould con.tribute towards a repositioning of our re
spective technological bases through better understood 
technology flows, both into and fran our oountries. 
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In Conclusion 

'1he b«:> policy research camrunities now have considerable ex
perience in stlrlying ~ policy aspects of carputer/cxmnuni
cation technologies and of technology acquisition p:rocesses. 
It is therefore only appropriate that they should atterrpt to 
launch such a joint p:roject serving the cc:mnon interest. 
SUch a co-operative effort could be beneficia! to all parties 
conoemed. 

It is hoped that the successful realization of this p:roj
ect could start a longer-tenn relationship between the two 
policy research camtunities of Mexico and Canada, and thus 
contribute to the nore effective mastery of the developrrent 
prooess in both countries. 

It should be noted in closing that the trend towards tech..!. 
nological nationalisrn is now beginning to be reasonably well 
l.ll'lderstood. Associated nost closely with countries such as 
France, Japan or Brazil, but .also with other nations such as 
Ivory Coast or Algeria, technological nationalism -direct 
government involvement in technology policies- has been 
gaining ground a:round the -world. OUr governrcents are now fe
verishly seeking high-level proprietary infonnation technol
ogies to obtain strategic advantages far their carpanies, in 
the hope that this will boost ~rts and create errployrrent. 
In this endeavour they need all the assistance which they 
can obtain. 

Those who are responsible for designing their respective 
countries' industrial strategies -or "industrial develop
nent policies" as the business cornnuni ty in Canada would pre
fer to label them- will have to. think out their new technol
ogy strategies very carefully. Changes in global technology, 
and possibilities far Canada-Mexico cooperation which have 
been sketched could forro an input into their decision cal
culus. 

Whether our governrcents will think of cooperating or not, 
it is my belief since so :much is at stake, that technologi
cal issues will get where they belong - :much closer to the 
center of our political thinking in both countries. 
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01.ainnan: Prof. John Holrres (University of Toronto) 
Section 3: Policies on basic resources: energy and food. 
Technolog.J..cal cooperation 

'lWo papers were presented: the first by Prof. Gabriel 
Sz~ely fram El Colegio de l~co and the second by Mr. 
Zavis Zeman fran zz Intemational. 

At the begirming of his presentation Prof. Gabriel 
sz~ely ccmrented the folla.ving: 

The first academic contacts that I had with the canadians 
were when I was a graduate student at the Johns Hopkins 
University that has a ver:y strong canadian studies pro
gramre. But Il!Y first contact with the therre of canadian 
energy actually occurred about 1978 when the World Peace 
Fbundation, which many of you are familiar with, founded 
the project for studying potential areas of cooperation in 
energy between the u.s., canada and l>t:?xiex>. As matter of 
fact, that project fell through due to lack of interest and 
perhaps even sarre fear on the part of ~cans and cana
dians as to what the u.s. abjectives were in getting in.
volved in such a project. The u.s. participants were ver:y 
frustrated by the project falling through. 

It is paradoxical for ne to find Il!Yself five years 
later explqring once again this subject and to find, on 
the one hand, that canada and ~ex>, for the nost part, 
have acted ver:y generously ta.vards u.s. interest as far as 
energy issues are conce:i:ned. Secondly, there are ver:y few 
areas for potential bilateral cooperation in the field of 

235 
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erergy .in the 1980s. The issue of greater Mexican
Canadian cxx:>peration was really raised in the U.S. within the 
franework of a larger idea, the idea of North American 
unity. .As a matter of fact, sane could consider this a 
significant diplanatic achievenent for M9xioo, because the 
u.s. first acknowledged that M9xioo belcngs to North 
Atrerica and not to Central or SOUth Atrerica • 

.As a conclusicn to his presentatioo Prof. Gabriel 
Sz~ly said the follCMing: 

The prospects are not too good for significant ooopera
ticn bet\am canada and Mexi.oo. I want to ackncwledge 
h<:Mever that, as we have witnessed .in the last ten years 
s.ince the oil price revolutioo, the situaticn .in the inter
natiooal oil market changes vecy dramatically and rapidly. 
~ cannot forecast ?l<M what changes wi.11 occur .in the fol
lcMing years nor can we forecast what political changes 
will occur both with.in Canada and Mexi.OO which roa.y bring 
fo:i:ward new factors that will either encourage or keep oo
operatioo linú.ted as is the case today. 

At the beginning of his presentatien Mr. Zavis zeman can
nented the follcMing: 

In icy contribution I "WOuld like to focus en the role 
of the factor that has been quite often overlooked .in the 
analysis of geopolitical and ecc:nanic factors, that is, an 
the role of the new technology. 

I "WOuld like to stress that I am limi.t.ing icyself to 
discussing the role of the new technologies. I am quite 
deliberately anitt.ing even slight remarks en nedium and 
la.v technologies which are probably of much greater .inter
est to Canadian-Mexi.can relationships, but I understand 
that they are the subject of the .inter-gove:rnnental discus
sions and it núght be inappropriate to cx:mrent en those. 

Mr. Cassio Luiselli 
(ECIA): 

I agree with nost of the statem:mts roa.de .in Mr. Zeman' s pa
per, although I 'WOuld'like to be rrore specific alx>ut the 
proposals because I found them too generic and a little 
blurcy. I agree .intensely that this is not science fic
tion, but there is a global restructuring of the econany al-
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ready taking place and ver.y large-scale integraticn. Cheap 
manufacturing is the ver.y heart of the global restructuring 
of the eccnany. It has many inplicatioos in cxmputers: ro
botic and infomaticn. I like the way he nenticns the 
emerging duopoly bebieen Japan and the U.S. Actually 2/3 of 
the "WOrld's chips are being produoed and ccnsurced in either 
the u.s. or Japan. This is ver.y .irrp:>rtant because -we are 
in the Pacific Basin and -we are neighbours of the U.S. 
Thexefore, as Maxi.oo and canaaa are not far away fran the 
feature centre of the "WOrld eccnany, there is plenty of 
roan for joint strategies bebieen both our countries. 

I "WOuld a1so 1ike to put other labels cn this glabal 
restructuring. Perllaps number 2 is bio-engineering, although 
it will have to wait a while because -we do not understand 
how to go fran single oell organisms to roc>re cx:uplex enes. 
But there is no questicn that the bio-engineering sector 
will be the seocnd part of this glabal technological revolu
ticn. other points are: oerami.cs, optical fibres, lasers 
and other sets of new materials. 

I fmther agree that this revoluticn is taking place 
ver.y rapidly and this has many inplicatioos for the policy 
makers. r also think that it is unavoidable, there is no 
way to close out the world anynnre; whether we 1ike it or 
not we have to faoe the challenge of microelectrcnics or 
the whole technological revoluticn. There is no quick 
fix soluticn, no ovemight soluticn, we need sene policies 
but a1so a lot of infrastructural creaticn, actual research 
innovaticn and adcpticn, we cannot skip these hard taslcs of 
research and developtent within the oountries. 

The challenges for Maxi.oo and canaaa are sarewhat simi
lar but they do have their differenoes. The risks and chal
lenges for Maxi.oo are m::>re and m::>re profound; three reascns 
for this are: 

1) If we do not make any kind of adoption of this ro
botic and microelectrcnics revoluticn we are going to lose 
nmkets for manufacturing. This would be a major tragedy 
for us sinoe we develq:ied fran the import substituticn in
dustrializaticn and cnly ten years ago we were in the stage 
of entering the develq:ied markets with our manufactures. 
However, with the robots and with the inoo:rporaticn of man
ories and chips into the products and into the p:rocess, 
our OCJlllE!titive advantage is likely to diminish. This is 
a ver.y serious challenge for newly industrialized countries 
such as Maxi.oo, Brazil and Spain. 

2) The e.rrployrrent prablem. I do not want the future 
historian to ccndam us for poor policy. The prablem is 
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that we are already facing an e.nonrous pressure :in the job 
markets; Maxi.co is so much m::>re backward than canada :in 
p:roviding educaticn and basic needs and now we not cnly 
need to provide literacy for our population but we have to 
teach them hcM to qierate rnicroelectn:ni.c devices and hcM 
to prograrme, etc. For this reascn I am rather skeptical 
and ac:ncemed with this challenge for Maxi.oo. 

3) It is very muc:h. related with the employmant issue, 
it has do with the :inequalities of the ~xican eccnany. 
Maxi.co is a very acute :inc:are distri.buticn oountry andwe 
do not want this revoluticn to :increase the huge :in
equali ties :in Maxi.can society. 

I 'WOUl.d like to stress the sirnilarities between Mexioo 
and canada, but what gives us the strength for strategic 
ventures between us is the great carplercentarities that we 
can develop. It is a little untrue that we are very simi
lar, we have enonrous differences and be:ing close to the 
u.s., we can tap these di.fferences :in a very strategic way 
if we work together. We both are :in the Pacific Bas:in, we 
are already strmg partners :in the global cxmnunity, we 
are neighbours to the u.s. Mexico is a unique Southem 
oomtry because it is .both m::idem and backward, it is .both 
¡;x:x>r and rich, it already has at least 25 rnillicn peq>le 
whose ac:nsunpticn is like the First World and very sophis
ticated ur:ban dwellers, but, at the sane tine, Mexico has 
~t 50,000,000 underprivileged people. 

Canada is also young but it is a1so rich and develqied 
and for the rnicroelectn:ni.cs revolution it is a typical 
latecaner and that is important for both of us. 

I agree wi th Mr. Zeman 's proposal of having a jo:int 
research agenda; academi.es, govenment and pri vate enter
prises have to get together and t:cy to look for camon so
luticns or answers. I would like to be m::>re specific :in 
three main areas: we must take :into ccnsideration, we must 
reoognize the uniqueness of Mexioo, be:ing a poor comt:cy 
but, at the sane tine, dynamic, m::idem and close to the 
u .s. We have to reoognize our :inc:are distri.bution prob
lems and urmet basic needs, especially :in food, hous:ing, 
health, mass transit, url>an prablems and a1so the enonrous 
challenge of employnent and educatian that Mexico is 
fac:ing. 

Therefore, the whole catch of the strategy would be on 
the uses, oo the range of applicaticns, as Mr. Zeman said, 
of the technological revolutioo. Do we want the chips for 
px:oducing video cassettes for the rich people :in Mexioo 
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City? Or do we want the chips to neet the basic needs of 
the country as a whole? I agree that there is a lot of 
:research and enpirical work to be done but this is the 
heart of the challenge, we carmot avoid the chip revolu
tian. we have to forget those saturated markets that Mr. 
zeman nentianed and t:ry to adapt the technological revolu
tion for the basic needs of a count:ry like r.Exico. This 
is our main differenae with the four little dragans that 
Mr. Zeman nentioned. we can and we 'WOuld like to export 
microelectrcnics to the advanced countries of the North, 
but we had better take advantage of our own huge market 
and create technology which can be adopted for our needs 
and we can also export these technologies to other South
em oountries like Brazil, Asia, India, etc. 

So as to create a demand we should tap the potential 
market for products that can incorporate the technological 
revolution. It is not anly chips, it is biotechnology, new 
materials; this is the crux of the rnatter. In that field 
-we can cooperate with canada. An exanple of the videotext 
that Mr. Zeman nenticned are our CAM/CAD technologies for 
planni.ng or design manufacturing. we should start fran 
the demand, we should first create software capabilities 
which can adapt to actual r.Exican needs. Fbr exanple, 
\that a:re the needs of rural seconda:ry or technologi -
cal education; to use videotext technologies, to create 
software capabilities? we will first create a demand for 
the hardware. This is the right way to start a strategy, 
to catch up with the microelectronics revolutian. In these 
a:reas we can oooperate a lot: videotexts, CAD/CAM, etc. 
we do not need offiae autanatian in r.Exico, we have anly 
just started having a middle class with accountants, secre
taries, etc; first of all we llUlSt neet other needs of our 
society. 

I can tell you sacething similar about biotechnology 
in the food area, which is my own area of special ty. For 
instanae, genetic engineering and agricultural techniques 
that make up the ecosystem, are rrore caipatible with 
small-hold agriculture and r.Exico is a country with sma.11 
plots. we can therefore adcpt sace of the features of 
biotechnology for our own prd>lems of sma.11 plot agri
culture • 

.My third suggestian to Canada is the starting of a 
joint venture in the u.s. market, the creati-:n of joint 
ocncems in Siliocn Valley, which is not far away frcm Can
ada nor fran Tijuana. There we can leam about the criti
cal mass of creatian and all about these technologies. we 
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could al.so cx:eate what I would like to call ''maquiladoras 
al revés," to establish co:r:poraticns in califomia so as 
to take advantage of the shaJ::p oc:npetiticn between Japan 
and the u.s. We can have affiliates in .f.Ecico for the 
mass producticn of oertain products. · 

Smming up, there is plenty of roan for canaaa and ~
ico to cx:x:>perate, to catch up, but let us all stress our 
ccnplementarities rather than our very minimal similari
ties. 

Prof. Theodor Cdm 
(S.i.Iocn Fraser lkliversity): 

Thep:revious paper focused en a:reas whe:re Mexico and Cana
da oould have ocmoon inte:rests, oertain ocmoon prcblems 
and possibilities for oooperaticn. In sare of the :re
search I have been doing I have also been looldng at a:reas 
whe:re the:re a:re possible camm prcblems and talk of can
rocn approadles by Mexico and canada to these prcblem.s. How
ever, in this discussicn I shall be focussing on food and 
agricultu:re. In many :respects, if ene talks about the 
peasant sector in.f.Ecican agricultu:re, canada and Mexico 
a:re worlds apart. In focussing on these t\llO different 
worlds I view food and agricultu:re as cnly ene part in the 
~xico-canada equaticn which also involves things like 
trade, fo:reign investnent, energy and other issues. 

A major policy initiative under the I.6pez Portillo gov
ernnent was the "Sistema Alinentario .f.Ed.cano" or the 
SAM, the ~ican Food Systan, which was introduced in 
.March 1980. SAM was a strategy invol ving food produc
ticn, camercializaticn, processing, distributicn and con
surrpticn in Mexico. ene of its goals was to establish ~
ican self-sufficiency in basic staples. Since the perscn 
who designed the SAM systan is sitting next to me, cas-
sio Luiselli, I shall not go into a discussion because he 
is obviously much iro:re of an expert cm SAM than I am. 
Instead I am going to try to focus cm what I view as saie 

of the possible li.nkages between canaaa and ~ico, and 
when I loak at the trade aspect I am going to take a sare
what pessimistic view. 

The SAM programre under the present administration 
has basicall y been phased out. Today, the :reality is that 
Mexico is highly dependent on the u.s. for foodgrain im-



DISCUSSION 9127/83, FIRST SESSION 241 

ports i ha-Jever' the trade wi th canaaa has increased in re
cent years. Would it be advantageous far M::!xico (I am not 
talking about political feasibility right na.¡) to ~rt 
m:>re food grains fran canaaa and relati vel y less than i t 
has been fran the u.s., despite disadvantages with regara 
to transportaticn oost and other factors? Would this pre
note greater food security far M::!xico? I would like to ex
amine canadian food policies in an ef fort to answer this 
question but, first of all, I shall give you a brief view' 
of the positicn of Canadian agriculture and Canadian agri
cultura! exports. 

canaaa is ene of the major food exporters. In 1982, 
its agricultura! exports were a record 9. 3 billion dollars 
and it had an agricultura! trade sw:plus of 4.2 billion 
dollars. Around ene half of the incare of Canadian fann
ers is na.¡ derived fran agricultura! exports. canaaa, 
like the U.S., de¡:.ends on agricultura! trade as a positive 
ccntributicn to its balance of paym:m.ts. 

I shall manticn very briefly sare of the agreemants 
made between Canada and M::!xico to this point, just to set 
the frarcEWOrk: 

- In 1980 both these countries signed a :rrerrorandum of 
understanding en scientific and technical cooperation in 
agriculture. It involves an exchange prograrnne of scien
tists and a twinning prograrme between research establish
nents in canaaa and M::!xico. 

- In 1981 an arrangerrent was agreed to far the supply 
and purchase of agricultura! ccmro:lities. 

- In 1982 a :rrerrorandun of understanding was signed in 
the animal health field and there are a number of possibil
ities which one could get into far joint ventures and far 
technological agreemants which Cassio Luiselli alluded to. 
But what about Canadian policies? If M::!xico de¡:.ended more 
en Canadian grain exports and relatively less than it has 
been on U. S. grain exports ( d>viousl y the u. S. would be 
the dominant supplier) would it have more security? To be 
able to analyze this issue of security of supply I shall 
start out by looking at what is Canadian policy on food 
grain reserves because this is d>viously an ~rtant is
sre to f.'Exico in tenns of securi ty. I shall briefl y go 
through sare of the history. 

In the 1950s there were accumulations of large wheat 
sw:pluses in severa! Western countries and this eventually 
led the majar exporting countries to set up a foreign as
sistance prograrnne far sw:plus disposal of foodstuff 
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which later becama called surplus utilizatian. 
In 1954 the U.S. enacted the public law fer the aid 

prograrme, although canada did not have the rnassive food 
aid prograrmes that the u.s. did in the 1950s. However, 
despite the food aid given, partially fer the purpose of 
surplus disposal (depending en the c:cmrentator it varies 
as to how much) , in the late 1960s wheat stocks in Cana
da, the U. S. and Australia increased greatly. There were 
a variety of reascns such as the Green Revolutian in this 
period. 

Aid given was not an adequate use of these surpluses, 
the stocks were building up. The result was that the ma
jar exporting oountries developed prograrmes to enoourage 
fanrers not to produce. For exanple, in 1970 canada in
troduced its LllT Prograrmre, ~r Invento:r:y For Taoorrow, 
it was a one-year adjustnent prograrme that gave Canadian 
fanrers financia! incentives to make drastic decreases in 
wh.eat productioo. As a result of the LIFT progranme, Cana
dian wheat productian sharply decreased and as a result 
of the cutback prograrmies in other majar exporting ooun.
tries (the U.S. cutback prograrrrne was much larger than 
canada' s) the world was especially vulnerable to what fel -
l~d in 1972: poor weather, Soviet crop shortfalls and 
other unexpected events. In 1972 to 1973 intematiooal 
food stocks decreased to their l~st levels in twenty 
years. If Mexioo is going to be a fairly majar i.ntX>rter 
of Canadian food grains, would a LIFT prograrmre be possi
ble again? 

Unlike the U. S. , the LIFT prograrmre was pretty much a 
novelty for Canada. Although Canada has supply manage
nent proqrarmres it does not nonnally establish direct linr 
itations on acreage. The Agriculture Secreta:r:y, Eugene 
Whalen, often speaks against liroiting producticn. Earlier 
this m:nth he said: ''With 400 millian hungry people in 
the world I believe we all have a respcnsibility to devel
op our ™11 food production." en the other hand, Ardell 
I.ang, a fo:rner federal minister responsible for the Cana
dian Wheat Board, threatened in 1975 to institute another 
LIFT programre if it was felt to be in Canada's carmer
cial interest. Dr. Den Karlberg has maintained that the 
U. S. , as b'le largest food grain exporter, must car:r:y nost 
of the burden of agricultura! adjustnent. ene oould add 
that Canada must also be aware of this fact. This is ooe 
factor Canada has added to, towaxds maintaining food re-
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serves, which would be a ver:y inportant factor to M3xico 
if this "WOuld provide a g:reater security of supply. I arn 
purposely leaving it open-ended because I believe that 
there is no conclusive answer. 

Another food security issue also stems f:ran the cri
sis in 1972-1973 and this is when the Soviet Union and 
et.her rich nations purchased rrost of the available food 
grains. This led to the legitima.te cancero that develop
ing oountries are denied acoess saretines even to food 
purchases on a cormercial basis during periods of short
age, because developing countries are often treated as re
sidual custarers to be served only after export carmit
nents are filled to better paying, nore regular developed
oountr:y custaners. 

Mr. Jerare Iejoie, fanrer president of CIDA, pro
posed a ¡x:>Ssible solution to this problem in 1975 and 
this solution was referred to as the Right of First Re
fusal far Developing Countries. It was not an aid pro
gramre, it sirrply stated that to avoid having Canada' s en
ti:re grain exports sold to our usual custarers, nanely 
the richest and best supplied with food products, that a 
oertain aroount of the food would be put aside to be avail
able to developing countries, not as aid but to buy in pe
riods of shortage. The strategy paper of Canada' s Aid 
'kjency, the CIDA (canadian International Developnent 
h;¡ency), far 1975 to 1980 also rrentioned this Right of 
First Refusal as an issue that should be considered. 
However, the Canadian Wheat Board and other cormercial in
te:rests in Canada we:re strongly opposed to this issue and 
it was not inplemanted. There was an article in the Fi
nancial Post referring to this Right of First Refusal pro
posal that said: "Such a proposal, if ever irrplemanted, 
could ba.dly disrupt the Canadian Wheat Board' s export 
business. &eternal Affairs Mlllister MacEachan let the 
air out of this balloon when he was asked about it in Par
lianent. But not withstanding the disclaimer, CIDA 
needlessly irritatés the private sector; in an already 
chancy period it floats rash, inconsiderate proposals." 

Another food security issue that M3xico would have to 
think about relates to the issue of food ~r. When 
SAM was introduced in Mexico, concern about U. S. food 
paver was nentioned as a factor. Ind.eed, President Car
ter had announced a partial embargo on u. S. exports to 
the Soviet Union in Januar:y 1980 .in response to the So
viet invasion of Afghanistan. Two m:nths later, in March 
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1980, the SAM prograrnne was announced. There is sane 
controversy over this issue; sace writers say that the 
food power idea was raised by President I.6pez Portillo in 
part to get support for the SAM prograrnne. Another 
factor which ane should nentioo is that n\lllerous studies, 
even before 1980, raised serious questioos about whether 
food power could be used effectively. 

Nevertheless, regardless of why SAM was fonned and 
whether it was related to food power or not, what about cana
dian attitudes on the issue of food power? In part of a 
study I did oo canadian food aid I found that Canada has 
usually been reluctant to withhold food aid to exert polit
ical influence. I did find evidence that Canadian food 
aid was withheld, under aertain circumstanaes, fran Inckr 
nesia under President Sukamo in the 1960s and there was 
a case in regard to Vietnam where both Canada and the u.s. 
acted fairly jointly in the World Food Programre in re
gard to their OW'l foodstuffs. Even though it is a multi
lateral agency a countxy can talk about where the f ood 
that th.ey gi ve to the World Food Programre goes. However, 
overall, canada has been far nore reluctant, for a va
riety of reasons, than the U.S. to withhold food aid for 
political purposes. Far exanple, the issue is menticned 
about India's "peaaeful nuclear explosioo" in 1974 and Can
ada roa.de a point, even though it cut off nuclear aid, to 
say fran the start that it was not going to cut off food 
aid to India. Although Canada does not give food aid per 
se to Mexico, it is an issue which Mexico \<VOuld have to 
consider. 

How about the 1980 U.S. grain embargo against the So
viet Union, how did canada act there? canada, aloog with 
Australia and the European Ccmnunity, had agreed to par
ticipate in the sanctioos by keeping grain sales to the 
Soviet Unicn at ''normal and traditional levels, " but each 
exporter used its own definitioo of what "no:anal" was. 
Canada and the Eurcpean Camrunity nore than doubled their 
grain sales using the previous seven-year averages of 
their exports to the USSR as the base. The base that 
Australia used led it to export nore in 1980 than in the 
previous four years CCl'lbined. Although Canada, in one 
sense, -went alcng with the errbargo, in another sense the 
countries did have a aertain freedan in deciding hCM much 
they could export. Another issue that ~co would also 
want to consider is the ene of Canada and CUba. 

In sane research I have dcne, I have l.ooked at the 
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failw:e of negotiaticns, between 1978 and 1979, to estab
lish a new Intemational Wheat J\greem:!nt. This would 
have been inportant to a number of developing countries 
because it wou1d have involved a reserve stock estab-
lished by agreanent and held by the signatories of this agree
nent. Tbese stocks wou1d have been accumulated in sur-
plus periods and released in periods of shortages. There 
were a variety of divisicns in th.e Intematicnal Wheat 
Agreenent negotiations, but the only aspect of it that I 
shall get into is that the majar wheat exporters -u. S. , 
canada, Australia and Argentina- although they did not 
agree en eve:ry issue, did tend to take fairly united posi
tioos for the sessicns of th.e Intemational Wheat Agree-
nent talks when th.e major exporters net with importers; 
usually it was a gmup of six: the U.S., canada., Austra-
lia, Argentina, the European Ccmmmi.ty and Japan. 

Ckle of th.e majar issues in th.e Intematicnal Wheat 
Agreenent negotiations which led to th.e ccntroversy was a 
ve:ry .inportant issue to th.e developing countries. Because 
of the inadequate storage capacity in many developing 
oountries, th.ey wanted financial assistance to defray th.e 
oosts of aCX}Uiring reserves by inproving storage facili
ties and maintaining adequate stocks. Havever, rrost ma
jar trading nations, whether exporters or inporters, were 
unwilling to provide such assistance as part of a new 
Wheat J\greem:!nt. They felt that such aid would interfere 
with the camercial aspects of the agreerrent and should 
be kept separate, so th.e IWA talks collapsed. A nonth 
later th.e major exporting countries were invited, and 
went to Ottawa for discussicns on exporter cx:ioperaticn as 
an altemative to the IWA which we do not really have 
today. 

ene last issue I would like to nention is the varia
ticn in marketing and whether that would make a difference 
to Mexico. It is highly uncertain. It "WOuld be possible 
in terms of th.e types of agreanents the U. S. has today wi th 
the Soviet Union, etc., but for th.e fact that canada. has 
a canadian Wheat Board state fonn of trader and that the 
U .s. is nore privately nm. I do not want to give th.e im
pressicn that rey whole view of the agricultural issue is 
fairly negative. What I arn saying is that on this partic
ular issue, there is plenty of reason to feel that canada 
is ve:ry much in the Northem canp, if there is a Northem 
and Southem canp. This is obviously an issue of .inpor-
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tance to »axico. 
Canada has been involved in sale inportant technical as 

sistance in agricultu:re and technological agreem:mts. This
is ane area where there would be a valuable axrount of can
plenentarity, etc. Canada is involved in the IDRC (The 
Intemational n:velop!EJlt Research centre) and with the Ccn
sultative Group an Intematianal Agricultura! Research. 

ene of the main centres which is also involved in con
troversy in »axico is the CIMMYT (International Maize 
and Wheat Inprovemant centre) and Canada has been ver:y 
closely involved in this. I therefore agree with Cassio 
Luiselli when he said that technical cooperaticn is an ave
nue where there are many possibilities. 

Prof. Theodor Cohn 
(S.ilocn Fraser University): 

I do think that »axican agricultura! exports are inc:r:edibly 
crucial. I was loaking at sale figures: frcm 1977 to 1978 
Canada was the third largest source of agricultura! inports 
to the U.S. after Brazil and »axico. »axico abviously ex
ports a lot to Canada too. 

Prof. Kurt Unger 
(El Colegio de ~xico) : 

I shall tr:y to build up on Mr. Zeman's paper, taking into 
account cassio Luiselli's caments as -well, but I am taking 
a different directian; my camrents are mainly geared to a 
natianal view rather than to a global perspective of inter
natianal ~titiveness which seems to be the basis of Mr. 
Zeman 's paper. 

The first two ver:y long parts of Mr. Zeman 's paper seern 
to rre highly descriptive, uncritical and disproportianately 
long as canpared to other consideratians that I shall have 
to see. My i..rrpression is that the paper starts before a ba
sic frarrework is developed. After the introduction he 
moves on too soon to search for Canadian-r-t:xican carman op
portuni ties. The basic frarrework ought to describe or take 
into account three things: 

1) A deeper analysis of the character of the interna-
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ticna.l crisis and the technological dirrensien which is 
linked to it. ~ all hear about the dep:ressien, unerrploy
nent, etc. but another very inportant dirrensien en the 
technological side has to do with the control of technol
ogy which is again back in the centre of the strategies 
pursued by the superpowers. ~ ought to develop or to 
enter into these new technologies without taking into con -
sideratien the conflicts over the airo to control technol
ogy. It seems to ne that this area is lacking. 

2) ~ could work en this thare of the technological 
dinensien by taking into aocount what has been discussed 
during these past few days, with heavy technological de
pendence en ene side but also leaming or accunrulating ca
pabilities in sare other sectors of the industry on the 
other. ~ the:refo:re should start to identify whe:re we 
can get hold of :resources that we al:ready have, befo:re we 
nove into new a:reas. 

3) This is prd::>ably the rrost inportant ítem. Sene of 
the issues have al:ready been suggested by Cassio Luiselli 
ai basic eccnanic, social and political aims or goals 
that we need to put fo:rward for the Mexican ec:x:maey in 
cx:npariscn with those put forward for the Canadian eccno
my. If this is included we could then start thinking 
about carm::n d:>jectives and finding sene ground for sensi
ble cooperatien. 

At the ccnclusioo of the paper the:re is ene premise 
that I find in carm::n; it says that "technological issues 
nrust get to the centre of political think.ing." The au
thor seems to suggest that the roicroelectrcnics :revolu
tioo carries two p:rescripticns: 

1) That it has to be the main avenue for the futu:re 
develq:mant of industry everywh.ere. 

2) Microelectrooics is also suggested as the main in
dustry to lead futu:re industrial :restructuring locally 
and intematiooally. 

These two aspects are the core of my ccncem. First
ly, the:re are ci:>vious socio-political constraints that 
p::>int towards naticnal priorities above intematiooal 
trade, canpetitiveness and goals. The priorities, in the 
case of Mexico, appear to be weighted very heavil y to
wards the develq:mant of darestically integrated industry 
counting en our iro:re or less d.arestic market. That is to 
say that the develq:mant of capital goods and basic can
surrer goods for the darestic rnarket are clearly at the 
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fo:ref:ront of Maxi.can priorities at the p:resent ti.ne and for 
the imredia:te futw:e. 

The strcng priority for the transfer of technology pro
posed for thi.s high tech with the aid of cxnventiooal inter
natiooal trade, oarparative advantages and true mul.tina
ticnals, roa.y be right in the lcng run but it is not always 
the best for the near future, and it certainly has not 
proved to have been the best p:rescripticn in the past. Cer
tainly the climate at the p:resent ti.ne has not supported 
these ideals much; eve:rybody is engaged in protecticnism 
and with the building up of the :reservoir to :retaliate 
should it be neaessa:ry. 

As for the role of the mi.croelectrcni.cs technology in 
the futu:re, say in the rredi.um run • • • the:re are technical 
and econani.cal cxnsiderations which make its applicaticns 
less viable in saie industries than in others. The:re is 
one paper, for instanae, argui.ng that cnly botctied produc
tion of equi.µrent is likely to be enhanaed by the inpleman
tation of CAM, CAD, CAI (the c:arputer data devices). Mass 
production and custan- production of equipnent, back to the 
capital goods priority, are less likely to be affected by 
the new technologies. 

In the case of the tradi.tiooal cxns\lller goods indus
tries, the standard mass-produced goods, as they are men
tioned in the paper, a:re also less likely to be affected 
by the technology itself. The:re are other factors that roa.y 
be, as they have been in the past, no:re ~rtant and which 
determine these industries such as labour, raw materials, 
cxnsunpti.cn, pollution c:reaticn and so en. 

With respect to the ~cond prescripticn, that of the 
role of mi.croelectrcni.cs in :restructuring global indust:ry, 
it is also a tapie giving way to ve:ry di.fferent vi.ews. I 
aertainly do not subscribe to the opti.mi.stic one which fore
sees a new not-so-brave wo:irld in which the North tips all 
the good econani.c areas, those close to the use of electron
ics, nice, clean and creative jobs; whereas the South is 
left with the rubbish. The present crisis and the uneven 
chances for di.fferent countries to achieve top carpetitive 
levels, which are well surmiarized in the paper, lead ne to 
think nru.ch nore in tems of darestic oriented policies. The 
low and rredi.um technologies which are only superficially 
:manticned in the paper deserve :rnuch nore attention. 

Within this franewor.k and the brief suggestions, I shall 
rate the chances of Maxi.co as one of the few with needs, 
which is not as poor as we tena to think, if only a sensi-
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ble balance of dcmastic versus exporting intematicnal 
strategies is pursued. This advocates much less openness 
to multi-intematiooal cooperatioo t1"lan proposed and which 
has already left many scars in our :reaent past. This is 
of course a main :resea:rch issoo for the near future. 

I will finish off with a concrete :response to the ques
tioo of whether the examinatioo of the naticnal :regisb;y 
of technology transfer experienoe will be of any use for 
Canada or other CO\llltries. I happen to know a little 
about the dealings inside this body and, mifortunately, 
t:he:re is little to offer exoept for the experienoe cne 
gets in facing the difficulties when managing a :real trans
fer of technology and technological developrent policy; a 
policy which is gea:red to di:recting the accumulatioo of ca
pabilities and the diffusioo of these capabilities all 
a.cross the sectors. With this :regisb;y we have ended up 
with the a.o:JUisitioo of a rcx::mful of documents whose use 
ncbody knCMS. 

The:refo:re, st:ressing my main nessage, we have to de
fine our intemal priorities and then find out how technol
c:x;r¡ should be managed within these priorities. 

His Excellency Mr. Russell McKinney 
(canadian Arcbassador to Mexico) was aslted to oament oo 
Prof. S~ly's paper: 

I found Mr. S~ly's paper extremaly knowledgeable and 
cx:nplete and ful! of intelligent speculatioo about the pos
sibili ties for Canadian-Mexican cooperatioo. He has cov
ei:ed IOOSt of the basics in the thene and I congratulate 
himen it. 

ene thing that intrigued ne right at the beginning of 
the paper was to see saie discussicn about the prospects 
for continental arrangements. As he said, the idea of 
these arrangements in energy is part of the 1arger idea 
about continental arrangenents of an all-errbracing kind 
and p:resumably covering other things such as trade and 
investrnent. 

Iet us go back to whe:re this began, in 1979, during 
P:resident Reagan' s canpaign. I do not believe that the 
idea of trilateral cooperatioo: Canada, the u.s. and Mexi
oo, had ever been nentioned seriously or advocated much be
fo:re then, oertainly not at a p:residential, pr:i.ne-ministe-
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rial or potentially presidential leve!, this was sarething 
rather new and President Reagan' s proposals were for what 
he tenred a North American acc:o:rd. 

The year 1979 marked the beginning of the secand oil 
shock, it was a Presidential canpaign year. ene of the 
rituals that u.s. presidents fran tirre i.r!lrenDrial have 
gene through, either in their canpaign or as soon as they 
OCJie to office, is the tribute they pay to the value of 
good neighbourship with Canada and Mexic:o and they fre
quently make a ccnsiderable effort by first visiting 
either Ottawa or Mexic:o City. What President :R::!agan had 
in mind was never really spelled out but, broadly speaking 
ene can speculate that, as Prof. sz&ely's paper says at 
the beginning, the oontinent is well -endowed with all re
quired resouroes: human, capital and natural. Perllaps the 
president was lcnging for a well acted roa.chine of an in
tegrati ve kind that would bring ali this together in ane 
pieoe and, if there was a basic :reacticn or view of it, 
oertainly in cana.da and Mexic:o, it was that it may have im
plied a trade-of f of natural resouroes fran cana.da and 
Mexic:o against acoess to American investnent capital, etc. 
But the president did not define it even as far as I have 
speculated about it here. It fell on ver:y sensitive ground 
'When it was publicly and directly rejected by P:resident 
I.6pez Portillo and Prime Minister Trudeau in Ottawa in May 
1980 and not a great deal has been hea:rd of it since. ene 
can ask cneself: Has the u.s. lost interest? Or have the 
realities of world events pushed this into the background? 

I am reminded here of the M:nty Python skit about the 
nan who bought a parrot and took it hace. The parrot was 
not ver:y lively, in fact it was norirund. The purchaser 
took it back to the C.ockney Bi:rd Shop 'Which sold it to him. 
The seller explained that it was not dead, that it was 
just resting. ene can wcnder 'Whether this is the case with 
ideas about North American acco:rds. The voioes that we 
have hea:rd recently, favouririg the idea, are rather far re
noved fran centres of respcnsibility in the u.s. Senator 
Jackscn has been ene strcng voioe pursuing this; Richard 
Allen, sinoe he left the post of Naticnal Security Advisor, 
has also been speaking about it. 

I get the inpression that if you draw a line down the 
centre of this cantinent we occupy you will find that the 
idea of North American arranganents is distinctly nore in
teresting on the western side of it than that of the East
em side. You take your Al.bertas and your colorados and 
perllaps into the Anerican Southwest and that is where the 
pressure is ccming f rorn. 
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Nevertheless, North Anerica does sean to be an ex
oeption to world pattems. It is one of tite only large 
geographical areas in tite world where fonnal integrative 
arrangenents have really not been seriously attenpted. It 
'WOU!d be interesting to see if tite whole titing reerrerges 
in the 1984 canpaign. The idea is not easy for either Cana
da or Mexico, but it is much easier for Canada. Integration 
witit tite u.s. is not even a discussable subject in M:xico, 
as I understand it, exoept, pemaps, in academic circles. 
we have been discussing it in canada for over 150 years. 

Witllin tite last couple of weeks we have announced a 
bread new trade strategy for the 1980s and tite author of 
that strategy, tite Canadian govemrrent, edged up, quite gin
gerly, to the notion that sana kinds of integrative arrange
nents witit tite U.S. in tite trade field, sane parallels 
for additional exarrples of the agreenent we have witit Aneri
cans about autarobiles, might be possible. Therefore, one 
deles not go for the whole bottle of wax of a free area, let 
alone a carrocn Market, but conceivably by sectors, it would 
be in Canada's interest to be striking special integrative 
arrangenents witit the u.s. 

In M=xico tite u.s. is seen as a problem and titat is tite 
case in Canada as well, but there is rrore willingness in 
our countJ:y to see the U.S. as an opportunity and to ex
tract maximurn advantage where it is possible, by, for ex
anple, exploiting titem. When one talks about what can be 
dcne on a continental basis, it is far rrore pranising to 
talk about it by way of political ccnsultation on a tri
partite systan, witllin a frarnework where Canadian and Mexican 
ideas about tite state of tite world and tite role tite U.S. 
should play in it can be brought to bear on tite big pa.ver 
centre in Washington. That kind of activity, ratiter titan 
full-blown econanic plans of a very ambitious nature, is 
nore likely to give you a fruitful result in tri-partite re
lations titan econanic plans. 

Prof. Székely talked about tite stronger nature of tite 
canadian obligation to be helpful to tite u.s. in energy mat
ters in tines when energy insecurity may be irrportant. It is 
true that Canada is under rrore obligation because our ener
gy relationship witit tite u.s. is of longer standing: we are, 
after all, an allied country and pa.rtners in tite Intema
tianal Energy Agency, but one could make a mistake by inter
preting that obligation in fonnal intemational relation 
tenns. The big factor that operates, in tite sense that cana
da rnust be helpful to tite u.s. in energy, is in tite private 
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or business sector; it is a matter of the investnent w have 
in North Anerican energy infrastnictw:e, pipelines, that 
sort of things, which have to be am::>rtized over a certain 
nunber of years. As a purely business matter there is pres
sure · and there is inoenti ve fran canada to be helpful. 

By one or another definition, it could be said that Can
ada and the U.S. have an integrative energy policy now. I 
'WOUld not like to carry that statenent tcx:> far, but it is 
true that the u.s. has been our principal and vecy 1arge en
ergy market over many years and such efforts as w have been 
able to make to adlieve diversificaticn of our energy export 
policies are pretty much marginal and to ene side. They oon
sist of such things as plans, ncw in the develqmmt stage, 
for the sale of liquefied natural gas to Japan and possibly 
out of the Canadian Arctic to European markets. This is of 
little inp:>rtance, the u.s. positian is set as far as Cana
dian energy export policy is canoemed. 

Prof. Sz&ely said that l-t:oci.co was not d::>ligated, in the 
sane way, to support the u.s. in all circumstances and he 
inplied that it had JIDre leeway than Canada to decide 
whether or not to be acccmroda.ting to U. S. interests. I be
lieve that is right on a fo.onal. instituticnal level but, of 
course, no has to ask cneself what happens in an arergency. 
What would the u .s. need in a tiire of stringency? And it is 
much rrore likely to be Mexican oil than Canadian gas. 

The Intematicnal Energy ¡:.,qency, of course, was vecy ac
tive during the secand oil crisis. Its habits, its thoughts, 
its nethods deal in "WOrld energy balances, not bilateral en
ergy balances or arrangements. The IEA matches up global 
supply and demand in shortage situatians and it suggests pol
icies which its manber countries nú.ght be wll advised to 
follow in those circumstances. You all kncw the list: you 
are advised to stay off the stock market for ene thing, and 
not bid up the price to exploit your new souroes and substi
tute altemate souroes for oil, you are urged to maintain an 
appropriate pricing policy which has not always been easy 
far Canada. Our countcy is well-endowed with energy, w be
lieve that it is not unreasonable to cansider our energy 
abundan.ce as a factor endavroont, as an elenent of our natian
al carparative advantage. we have not always pleased our 
IEA pai.tners by maintaining low energy prices, particular-
ly when the latter feed through into our manufacturing sec
tor and can, occasionally, operate to give a cost advantage. 

I rrentioned the Intemational Energy Agency because the 
operatians of that organization tend to buffer, in a way, bi
lateral pressures on either Canada or Mexico in an arergency. 
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S.inply beca.use the IEA looks at the situation in global 
tenns and does not put i ts arphasis on: ''Well, U. S. , if you 
need nore oil go to your neighbours, " i t buffers that effect. 

I agree with Prof. Székely's main conclusion, that both 
~co and Canada are well-endowed with hydrocarbons; Mexi
co with oil and Canada with gas. OVer the whole panoply of 
things, it is cooperation and relations with the u.s. that 
are interesting in this canadian-Mexican context. However, 
the cooperation prospects are not negligible. 

I will now go on to a couple of points nentioned by 
Prof. Székely: one is his statement which says that Canada 
wruld not hesi tate to reduce further the price of their gas 
eJCPQrts to maintain their carq:ietitiveness if u.s. danestic 
gas out:put rises significantly in the future. Well, the 
price cuts we have made so far, once in March and again 
in June, were, as he rightly pointed out, a response to the 
market in the u.s. but they were very carefully stated to 
be short-tenn measures, I believe the period is 18 nonths 
for the Board of Incentive Pricing Schane, and while we 
wish to be responsive to Anerican markets we are not likely 
to sell our non-renewable resources for very much less than 
th!ir max:imum value for any longer than we can avoid. 

Seconlly; I am glad Dr. Szt!ikely covered the nuclear 
side; i t is quiet for the nacent. I wondered yesterday, as 
I listened to Dr. Ul:quidi truk about the desirability of de
veloping oountries buying only things that theyneed and 
not things that they do not need, whether he had in mirrl 
anything to do with nuclear power developnent, maybe we can 
smke h!im out on that sanetine later. 

'1here is a statement saying that Mexico \<JOUld accept 
the supervision of the International Atanic Energy J\qency 
while Canada insists that her own personnel must oversee 
everything related to safeguards. I think Dr. Székely 
neant the traditional canadian insistence on having a bilat
eral agreement wi th the recipient oountry in nuclear cooper
ation. But the inplication that Canadian safeguard stan
daxds are higher than International 'Agency standards is 
wrong; we are quite content to leave all that in the harrls 
of the J\gency b.:tt we do ask that, when we are exporting nu
clear equipnent and carp:ments, we have bilateral agree
ments. The reason for that is that in the view of the Cana
dian government there is no nore inportant or sensitive 
area of cooperation in international af fairs than nuclear 
cooperation. You do not urrlertake it with people whose cre
dentials you doubt, at least you try to avoid that. The 
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ccnclusian of a bilateral agreenent between good partners 
who have canfidence in ene another in a way places the 
seal of approval, particularly fran the point of view of 
the canadian public, en the deal. 

The floor is opened for discussion: 

A Canadian Delegate: 

I would like to begin by recalling that the trilateral proj
ect was the consequence of a very cold winter, 1978-1979, 
in the Northem states and the year of the general elec
tions which viere to follow. canaaa respcnded to the u. s. 1 s 
needs and I want to talk about our obligations towards the 
u.s. as Dr. Sz&ely rrentianed. we have fulfilled these bet
ter than our partners to the South have. I.et rre remind you 
of the Northem pipeline project that was to be launched in 
1978 or 1979 and it is still to be launched in 1983. we 
feel that these engagerrents viere rnade by our partners to 
the South and the project is still not on its way. 

'As for Dr. sz&ely's cooperation between Canada and Mex
ico with regard to oil production he did not rnention the 
efforts that are being rnade to exchange expertise an second 
recove:ry, heavy oil and the extraction of the tar sands. I 
'WOJ'lder if Dr. Sz&ely would not mind camenting on this pro
gramre of cooperatian between the two countries. 

Prof. Sz&ely 
(El Colegio de Mfud.co): 

I did not rrentian, during the exposition of my paper, the 
few areas of cooperation that exist in oil. It involves, 
for instance, the fact that the canadian Export Bank has 
been willing to assist sare M:xi.can private business groups 
with credits to purchase sace Canadian-rnade platfo:rms which 
will be used in the ~che area where nost of the M:xi.can 
oil productien cares fran. Therefore, there is roan for co
operatian as is stressed in the paper. I am not aware, how
ever, of what you have rrenticned in the sense that M:xi.co 
would be acting together with canada in respect to heavy 
crude oil projects. 
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Another canadian Delegate: 

I know of a programre that is working with the Disray Line 
to second reoovery and with heavy oil and the tar sanéis 
project. I was wcndering whether there were any such proj
~s with Mexico. 

Prof. Sz®cely 
(El Colegio de ~oo) : 

To the best of my knowledge this is not the case because 
our oil fields do not share the characteristics of Vene
zuelan oil f ields which in sare cases are closer to the Ca
nadian geological strikes. 

Prof. David Pollock 
(Carletal University) : 

()le of the pw:poses or spin-offs of this oolloquium is to 
see whether there rnight be a:reas of specific research that 
oould be carried out by canadian-M:OO.can entities on prob
lems whe:re there oould be a significant pa.yoff to Canada 
and Maxico in the futw:e. I am not sw:e that what I am 
saying is correct but we nentioned sarething similar 
yesterday. I therefore ask myself at the end of the ex
oellent presentations that, for those of us who are not ex
perts in food, energy and technology, it would be oor:rect 
to say that for food and agricultw:e there is probably not 
a significant pa.yoff. Prof. Cohn wamed Mexico a bit by 
saying that Canada is ve:cy nn.ich in the Northem canp to 
the extent that there is a North-South canp on food secu
ri ty and Mexico should be aware of thís. Ambassador 
1't:Kinney says that huge ~can-canadian cooperaticn on en
ergy is not very likely. Prof. Sz~ely says: "It can now 
be fully appreciated that there are significant forces 
working against close bilateral cooperatian in respect to 
oil, natural gas and nuclear power." I am not quite sw:e 
whether Mr. Zanan felt that there were large potential 
payoffs or that it wouid just be a good idea, as it is a 
good idea for eve:cything to have a joint research agenda. 

The question I am putting to the floor is on food, en
ergy and technology: would these seern to be the kinds of 
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high-potential payoff areas Where a joint ecx:>nanic re
search progranne mi.ght be ocntenplated as a :result of 
this di.scussicn? 

Prof. Ollar Martínez I.egor:reta 
(El colegio de México) : 

I was having a series of doubts while I was listening to 
the two exoellent papers we have heard this noming and 
the caments that followed. Now that Prof. Pollock has 
just nenticned that idea (for a joint ecananic research 
progranne) I can think of no other subject of g:reater im
portanoe in the years ahead, in the :rest of this decade 
than the tapies of food, energy and technology (the:re is 
always talk about food, energy, and technology security) • 
If ever the:re is going to be a f ield for oooperatian be
tween ~co and Canada, I would say that these three sub
jects would cx::oe vecy much to the fo:re. Por instanoe, 
this huge plan which is now being launched, I arn :refer
ring to the Pacific Basin,to the Pacific Ccmmmity, about 
which Mr. Zeman has al:ready written. '!'he primal:y plans 
are now being taken into ccnsideraticn and they are to be 
:revised so as to be no:re or less in the fonn proposed to 
be p:resented to the govenurents and countries ccnoemed 
next Novenber in Bali. '!'he cx:nfe:renoe an the Pacific Ba
sin Ccmmmity is going to deal mainly with the aspects of 
technology, food, energy, etc. 

So again, I arn just voicing and exp:ressing the hope 
that if we ever find sare carm::n ground for research, it 
would p:recisely be en these subjects. 

Prof. Székely 
(El colegio de México) : 

I will make a general ccmrent an the ocntext of what Prof. 
I.egor:reta said. Saretines what cx::oes out frcm the exer
cises may look a little pessimistic, but if we are optimis
tic we can begin to prepare the ground for new and f:resh 
ideas to develop cnoe we have discove:red that those 
fields in which we thought we could :really cooperate are 
not :really fields that are su:re of much cooperatian. This 
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may be the case in the three critica! areas that Prof. 
Iegorreta nentiooed for the futw:e years. If we go beycnd 
this broad, general, overambitious scheme that originated 

·.in the u. S. about the North Anerican Accord and begin to 
look into irore specific points, putting aside the idea 
that we are wo:rlting, as the European Camn.mity did about 
30 :years ago, b:Mards a progressive integratim of oertain 
aspects of our eoonanies, and tJ:y to be no:re m::idest, then, 
.in due course, we shall be able to care up with new ideas 
as to how the three countries of this North Anerican :re
gioo wi.11 be able to find areas for cooperatim. 

I hope that in iey paper it is vexy clear that in Mexi
co, despite all rhetoric to the contrary, we tend to view 
the u.s. as as much of an opportunity as you also do in Can
ada. There are different poli tical factors, danesticall y, 
.in each of these two natiCllS, Canada and Maxico, that ex
pla.in that in Maxico we saret.i.nes like to stress the nega
tive aspects of our geog:raphical propinquity to the u.s. 
If you look at the real world and the kind of exchanges 
that we have with the U.S. society, it is clear that we see 
it as an opportunity and we have taken plentiful advantage 
of it in the past. Heavy costs have also been involved 
historically in our :relatiCllShip with the u.s. 

The:re are many inte:resting issues that can be discussed 
and, in this :respect, I fully app:reciate the exoellent can
nents raised by Ani:>assador M::Kinney which brought forward 
sane of the :really important facts that I have tried to :re
flect in ¡ey paper. The:re is ane, for instanoe, that is· 
very significant: the issue of an energency. In his own 
woros, no:re or less, he asks if Mexico would not care to 
assist the U.S.? It so happens that unfortunately, fran 
~ point of view, Mexican authorities, at least in public, 
have not given any serious thought to what Mexico \\Ould 
actually do in a situaticn such as the 1973-1974 oil embar
go crisis. Then we we:re forttmate in the sense that we 
were not oil exporters but oil importers, cnly a decade 
ago; but now that Maxico is the fourth largest oil producer 
and exporter, what would ~ if a new intematianal con
flict made Maxican exporters strategically an important 
cxmrodity souroe for the u.s.? Unforttmately, in Maxico 
the govenment has not, over the years, defined a policy on 
this issue, it has :rejected what seened to be a diplanat
ically safe sch:me that was proposed three years ago by the 
study of the Rand. Corporatim prepa:red for the u.s. ~part
mant of Energy. This corporation suggested that should 
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an energency arise, Maxi.co would have excess capacity pnr 
ductial of oil that would be, in this case, managed togeth
er with the Intemational Energy Aqancy p:recisely to avoid 
what Ambassador McKinney very rightly nentioned, these po
tential d::>stacles that might arise. Maxi.co rejected this 
proposal without cx:ming up with a feasible altemative. In 
other "WOrds, should an energency situatial occur in the fu
ture, sane plans may exist on how Mexico will respond to 
this real situation. So far there is publicly no knowledge 
of what the policy is, other than rejecting that w shall 
autanatically assist the u.s. In this respect, it is im
portant to ccnsider that what is written in this paper is 
an academic view, as d::>jective as possible, of what govem
nents' positicns are rather than ~ own perscnal positial 
al e:i_ther of the two sides. 

There is another very inp>rtant cament that Ambassador 
Mc:Kinney made al the Canadians' gas export price cuts. I 
raise this issue probably for the reason that many people 
in the audience think. To a large extent, it can be argued 
that canada has been acting nore respcnsively, fran the can
rrercial point of view, than Maxi.ao. Maxi.co has, as I have 
nentioned, politicized this issue with sare exaqgeratial be
cause it has not been p:roven that there is an autanatic 
linkage between whatever happens to gas prices as refened 
to-what happens to oil prioes. 

Finally, on the nuclear supervisial neasures, Ambassa
dor McKinney very rightly pointed out that the Canadian 
govemrrent is acting in a way that is respansible not cnly 
in tenn.s of the intemational standards or agi:eenents, 
which the intemational camunity has agreed upan, but also 
in respanding to Canadian public opinicn. ~ ground where 
I see sare lack of understanding is that the Maxi.can govem
rcent also argues that it would not accept a type of bilat
eral agreanent when it canes to a nuclear developnent pro
gramrre acco:rd for several years, because it is respcnding 
to Maxi.can public concems that if w sign suc:h a type of 
agi:eenent our sovereignty would be subject to certain 
foreign influenoes. I arn again just pointing out the views 
of both govemrrents rather than taking up a positial al 
either side because there are elerrents, intelligent argu
rcents put on the floor by each side. 

ene of the facts w should take into account in the fu
ture is: where is the middle ground? If Maxi.co decides to 
go along with the Canadian Nuclear Develc:.prent Progranne in 
the future, how will w care to an agi:eenent al this very 
specific issue and try to reduce those very divergent views 
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that now exist? So both gove:aurents, I expect, are re
sponcling to the concems of public opini011 and, prcbably, 
the role of universities, which do research and thinking 
together with politicians, is to provide new arrangerrents 
whereby a mi.ddle ground can be faund. 

In this respect, my last ranark is that if we extract 
fran this point the conclusion is that, probably, in those 
areas, at least in the field of energy, we roa.y engage in 
clase cooperati011. If this is not the case there should 
be other areas, sare have been very briefly suggested as 
in my paper: the issue of conservation where canaaa could 
teach us a great deal but also, maybe, the systematic in
volvenent of universities and of business groups, in both 
oountries,'will help to create new thinking 011 potential 
areas far cooperation. This is ·because the 011es that were 
identified by gove:aurents ( this is the experience of the 
last 10 years or rrore) unfartunately do not seern to be 
great grounds far clase bilateral cooperati011. We do not 
have to reach the conclusi011 that there is no grounds far 
any cooperati011 because there is sare, limi.ted rJCM, and 
they may be able to increase if business groups fran both 
oountries and universities becare interested. At least in 
Mexico not many groups, other than El Colegio and a few 
institutians, are aware of the potentials for cooperation 
between Canada and .Mexico. We acknowledge that we have to 
begin thinking seriously of this; on this account, this 
seminar is playing a very great role. I do not know if 
this is the sama situation in canaaa or if rnuch thought 
has been given to potential areas of cooperation in this 
field. .Maybe Prof. Pollock can later ccmrent 011 that. 

Prof. Edgar Dossman 
(CERLAC, York University): 

I have a brief questi011 to ask 011 the energy and the tech
nological papers. They both really refer to the difficult 
problem of ad.dressing canadian-Mexican relations because, on 
the one hand, i t is nonnal and obvious that we share the 
u.s. and, therefore, the first priority seerns to be the 
focus of a bilateral problem fran the perspecti ve of a 
paver relatianship in which both Canada and .Mexico are, to 
a ver:y considerable extent, at least potentially, nonnally 
on the short end of the stick. 
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At the sane tille, looking at Central Arcerica and the 
Cariltlean where there are smaller and, generally, even 
rcore dependent countries, these sane issues of technology 
transfer, energy, and food are very vital and both Canada 
and ~co have interesting relatiooships with these coun
tries though not, in any way, to develq> these at the cost 
of the North-South paper which is caning. It might be use
ful to ask Prof. sz&ely about the use of ene:rgy as an in
strurrent of foreign policy and specifically the extent to 
which the San José facility will continue. In the North 
the latter strikes ane as a very imaginative exercise in 
foreign policy. 

Regaxding the questian of technology I am a little 
vague on the implicit differencebetween Prof. Unger and 
Mr. zeman. I would like a retum ccmrent by Mr. Zeman an 
the interesting point raised by Prof. trnger, that is, the 
extent to which there is a c:atpatibility between the trans
national diffusion of the current generation of technology 
and the ability of middle ~rs to set national priorities. 

Prof. Zavis Zeman 
(Institute for Research on Public Policy, Toronto) : 

I believe Prof. Székely began with sc:::rre cament on the ba
sic frarrework and that would be where we do, perhaps, sub
stantially differ. As an observer of the technology soene 
over the years I have cx:ire to think that, whether we like 
it or not, th.e technology is a :runaway technology and, by 
and large, I would subscribe to the thesis of Prof. Wiener 
of MIT. I would go even further and state that when talk
ing about technocrats in the Goverrurent and other peo-
ple who would like to oontrol technology - there is no con
trol: technology is marching at its own rate of change. 
The scherres to control technology -were not very successful 
and -we now have a situation whe.re technology is a global 
phenatenon and -we would be able to marshal sana kind of na
tional .response which would be that that particular coun
tty \\'Ould just be bypassed. As evidence we can take the 
Bw:nese exanple where they decided to stq> being plucked 
into the world. OVer the years we have seen the following: 
products a.re being snruggled into th.e oountty rather than 
arriving in the 1lOllDal crate prooess. 
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Sareh.cM my bottan line is that our capability to cen
tro! technology is much less than we would want it to be. 
I have to differentiate between what I would like to see 
and what I actual! y do see. So we do have sare differenoe 
in the basic franework of analysis and perhaps the:re a:re 
quite a lot of other things that would follow fran that ha.
sic p:remise. 

A Maxican Participant: 

I nrust make a slight éiIX)logy for the heavy tone of my cctn
nent, by not taking properly into account what has just 
been nenticned: that you we:re p:resenting this peroeptian 
of an expert in this technology and how it was gen.erally 
viewed around the world. What I oertainly shall defend is 
the Maxican positien, not taking your nessage uncritically 
because you believe in the inevitability of these new tech
nologies taking over, with hardly any possibility of sare 
cxntrol by natianal govemrrent or policy makers. This is 
cxntrol fran another perspective: it is ccntrolling to p:re
vent giving in just because we have to junp anta the band
wagcn. This is whe:re I felt the need to :reinforoe our na
tiaial priorities befo:re starting to study anything else. 

I shall make a seccnd cament and try to elaborate in 
mre detail en Mr. Pollock's invitation to find out wheth
er there a:re carm::n a:reas of :research. If we ~cans de
cided to junp into the high tech business, it nost prcba
bly will not be with the canadians that we would loak for 
ooqJeratiai because you a:re also lagging behind satewhat 
in the very high technologies. Whe:re then is the carm::n 
gmund en the technology issues? I think that the:re is an 
encmoous field of what was called low and nedium technolo
gies, but I do not wish to go into de"ta:i:l about these. We 
are talking about very sensitive industries which a:re go
inq to be the:re providing our basic needs for years to 
cx:ma. That is 'Whe:re I believe we have the largest :reser
voir for ccmocn studies. In nost of these fields it could 
be that you, canadians, a:re in a better technological posi -
ticn than we a:re. Fran that point of view it could be fas
cinatinq to explore the ccnditians for getting these tech
nologies fran you, canadians, rather than fran the Ameri
cans, the Japanese or wharever. 



262 RELATIONS BETWEEN MEXICO AND CANADA 

Prof. Theodor Cdlil 
(Si.rocn Fraser University) : 

The first ccmrent I would like to rnake is with regard to 
th.e following issue: Are th.ere areas in agriculture for oo
operation? It seems to ne that th.ere certainly are, th.e 
issue is m::>re where those areas are than wheth.er th.ere are 
areas. ()le of th.e issues of .i.np:>rtance is how appropriate 
is th.e kind of agricultura! technology which canada has, 
to Mexico' s needs? There is dispute about certain issues 
like th.e Intematicnal Maize and Wheat Centre. 

Seccndly, if th.e technology that has been offered at 
this point is appropriate, inappropriate or how app:ropri
ate, in wh.at areas does canada have technology which might 
be relevant to Mexican needs and also wh.at technical co
operation is possible betvieen th.e two? 

Another issue I would like to nentian relates to Prof. 
Sz@rely's ccmrents about canada and .Maxico getting to know 
each oth.er. In th.ese sessions an issue that has not cane 
up is the ene which relates to th.e fact that canada and Mex
ico deal with numarous issues related to the U.S. Putting 
aside any issue like an initiative by President Ieagan for 
a North Arrerican Ccmocm Mal:ket which nobody is really 
thinking about, although maybe canaaa has got free trace 
an its mind, it seems to ne that Mexico and canada are 
ve:cy preoccupied with the u. s. In Mexico th.ere are Mexi
co-U. S. study centres and, in canada, -we study th.e u.s. a 
lot. Where are the carm::n areas where there might be an 
exchange of info:r:matian, etc. in dealing with the U.S.? 
For cxarrple, th.e U.S. Congress has p:r:esented problems for 
both canada and Mexico and it would be ve:cy helpful to get 
into an area like that. 

Anoth.er issue is transnaticnal linkages and, at vari
ous tilres, both canada and Mexioo have fo\.Dld these link
ages with oth.er groups in th.e U.S. which have been quite 
helpful in their relaticnship with the superpower. A Mexi
can exarcple would be the case of .Maxican tanato and vege
table exports and when there was a danger of anti-dunping 
duties against Matico, transnaticnal linkages -were quite 
helpful in this case. A possible parallel, even though 
there are·nunerous differenoes, is the case of lumber ex
ports fran canada to the u. S. and where there was a danger 
of countervailing duties and they ultimately ~re not im
posed. In both cases there ~re interests that ~t 
across the two borders. Much rrore should be done wi th 
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these carm:n interests and prcblerns with the u.s. because 
it is the nost relevant issue for both of us. 

Mr. Cassio Luiselli 
(ECLA): 

A$ide frcm the specific recamendatians an technology 
which are there I should say that -we would !ove to have 
rrruch xoore trade with Canada; with due respect to our Arreri
can friends -we think that the relationship with the Cana
dian decision-mak.ers is much xoore easy and friendly, as 
far as agriculture is cancemed. You have a unique agricul
tura! minister and this is recognized all over the world. 
canaaa can do many good things to their food system in Mex
ico; I should not stress the food security through Canada, 
that is not the real issue. Persanally, food security is 
first achieved through self-sufficiency within the coun
tries and, secondly, with Latín Arrerican countries, as far 
as ~xico is cancemed. With the Latín Arrerican crisis \\le 

must look. to our neighbours in the South, our brothers in 
the sense that \\le share rnany structural features, \\le be
lieve that Brazil and Argentina are the main partners in 
this building up of food security for Latín Arrerica. This 
is not being hostile or anything against Canada, I con
sider Canada as a very i.rrp)rtant partner not anly for di
minishing the influence or the arrount of trade \\le have 
with the U.S. but also because Canada has, perhaps, a :rrore 
open attitude and \\le should take advantage of this. I also 
see an upper trend in the cost of the f ann sector and also 
that the U.S. dollar is canstantly going up, Canada can be
cx:ne a very i.rrp)rtant market for Mexico and vice versa. 

A very i.rrp)rtant and specific issue is to start, right 
éMay, a study about the potentialities of the Canadian mar
k.et for ~xican winter vegetables and fruits. Not anly 
the traditianal fruits but this growing and errerging mar
ket of tropical frui ts such as papaya, mango, chirilooyas, 
guayaba. There is therefore a huge market to tap. I 
"WOuld also say that -we should at least talk about Cangress 
lcbbyists and develop this network between both countries 
as far as the u.s. market is cancemed. 

We are also going to i.rrp)rt grains fran the U.S. dur
ing the foreseeable future and I do not see any problem in 
buying :rrore fran Canada and a little less fran the u.s. 
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You have also been much :rcore generous than the Anericans as 
far as milk is ooncemed and much :rcore flexible as far as 
technology transfer is c:cncemed. Therefore, a sec:cnd area 
of joint efforts could be the study of technological transi
tion in the food system. we talk aOOu.t chips but if we 
look at this technological revoluticn in the food sysqm we 
are witnessing ncM a transiticn fran the highly energy
dependent, capital intense and highly nechanized agriculture 
tCMards rore agro-ecological and biological techniques. 
This is already taking place in the U. S. ; Mexico is very 
well-endowed in these areas, we have an efficient critica! 
group of geneticists at the UNAM perhaps because Dr. 
Scberál., our Minister of Public Health, was the fo:r:ner Rec
tor of th.e UNAM and he is a world fanous geneticist, he 
created a critica! mass of young and able people in genetic 
engineering. we have a large beer industry so we know how 
to fenrent. Maxico has therefore the. capability of catching 
up with bi~ineering rather quick.ly. We are notas far 
éMaY as in the chip area, we have a Centre of Nitrogen Fixa
ticn in Cuemavaca which is being spcnsored by the UNAM •. 
So, in this area we can i.Imediately start joint projects 
for actual studies en certain grains or c:rops. We need a 
lot of researchcn tropical legunes or the tropical ecosys
tem. It is an area that you could be interested in study
ing. SO there is plenty of roan for that kind of research. 
Do not forget fisheries and our carm:n waters in the Pacif
ic, that is also a very .inportant area for joint research. 

Prof. Gabriel Sz®c.ely 
(El Colegio de M§xico): 

Fortunately, in the area of Mexican oil export policy in re
laticn to Maxico • s foreign policy, we see that Mexico has 
acted in a rcore respoosible and less enutional way in the 
sense that it has never talked of an oil weapcn or power. 
Under nox:mal intemational ccnditians we have becare, over 
th.e years, the first SlJR>lier of oil to th.e u .s. ; up to a 
few m::nths ago Saudi Arabia supplied a millicn barrels per 
day to the u.s. mai:ket and IlCM it is cnly supplying 200,000. 
We are also the first supplier of oil to Israel. All the 
oil c:cnstmption needs of Israel c:c:ma fran Maxico. 

FUrthenrore, Mexico has not hesitated to use oil in ar
der to pursue all its foreign policy goals. The San J~ 
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agreenent is carried on in spite of the fact that it con
tradicts sare of the U.S. views on the region on how to 
sol ve these problems. But that has not prevented Mexioo 
fran contributing, for instance, to the U. S. strategic pe
trolemn reserve, much to the dislike of Saudi Arabia that 
cpposes it for diplanatic reasans. 
~oo has been able to pursue this San José agreerren.t 

with Venezuela in spite of the fact that the latter is 
very frustrated b-_y Mexioo's consistent refusal to join 
OP:OC. Mexico instead has followed, in recent rronths, 
and I personally fully support this option, a mechanism of 
coo.sultation with OPEC and other oil exporters on 
pricing and producticn policies and this includes ooun
tries that are not at all radical in intematianal aff airs 
such as the U.K., Nox:way and, prcbably, if we are looking 
at the 1 80s, if Canada taps all this oil that we were 
talking about earlier and becares an oil exporter, this 
would be another area in which we would be able to cooper
ate at cpvenurental level. This, for Mexico at least, is 
a better altemative than joining OPOC. Mexico has act-
ed under nonnal intemational conditians, it has a. policy 
which is very pro-Western and this responds to Mexico's real 
interest in the intemational system. 

Chairman Prof. Jolm Holmes 
(lJniversity of Toranto): 

I was going to pick up a little bit of conversation on the 
North American Accord because of the fact that I happen to 
be ene of the few survivors of the ene effort of that 1956 
Cmferenoe in Wl1ite Sulphur Springs when the Mexican and 
Arrerican presidents and the Canadian pri.rre minister got to
gether for a discussian. OUr pri.rre minister was a little 

· suspicious of this, he is a very shreW. man and I think he 
was quite right. It would probably be interesting to re
call the rrost recent talk. The real reasan for this was 
that President Eisenhower had had two heart attacks and it 
was neoessary to prove that he was quite capable of nm
ning in the next election. So it was decided to launch 
him on the intemational stage again in the carpany, pre
sumably, of the two heads of govenurent least likely to af
fect his pulse. We had quite an interesting exchange of 
views in Wl1ite Sulphur Springs. 
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CANADA, MEXICO AND THE NORTH-SOUTH 
DIALOGUE: THE NEED FOR AUDACITY 

l. Introducticn 

Prof Edgar Dossman 
Prof Davz'd H. Pollock 

The relatianship ~ Canada and M2xi.oo has evolved oor
di.ally over many years, but the level of interactian has 
acaelerated noticeably since the 1970s. Mexioo and cana
da have selected each other as candidates for "ccncen
trated bilateralism. " They have signed agreenents of eoo
nanic and political c:onsultaticn. And spakesnen fran both 
oountries speak of the increased official awareness, and 
diplanatic and private sector ccntacts during the past 
severa! years. 

However, the gloaey climate of the 1980s has provided 
new and additicnal reascns for an even closer :relaticnship 
between M2xi.oo and Canada. The profound eccnanic problems 
of this decade ooincide with a resurgence of East-west ten
sians and a oorrespcnding decline in the credibility of 
superpaver leadership. The North-SOUth dialcx;ue has fall-
en en barren timas, an early and d:>vious casualty. There 
is precious little dialogue, while cynicism abounds regard
ing the package of structural changes which \Olld oarprise 
the New Intematicnal Eccnanic Order. As for the Intema
tianal Develq:mant Strategy for the third United Naticns 
Develqmmt Decade, this is now only of antiquarian interest • 

.Maxioo and Canada have both asslllled leadership :roles 
during the past decade in the North-South dialogue, nost re
oently at Cancun. Since then the stakes for each of them 
have grown, globally as well as regicnally. Both dimensicns 
requi:re careful study, for while the two 00\mtries should 
not exaggerate their potential influence, Mexi.oo and cana
da oould with specific initiatives, play a catalyst or in-
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terlocutor "Mi.dile Power" (MP) role globally and, sirnulta
neously, within the inter-American systan. This would particu
larly be-the case if canada and ~oo oould gather the sup
port of a "like-minded" oonstituency. 

The central therre of this paper will therefore be the 
need for the energence of a new "refonnist interest" or 
"Midd!e P~" (MP) strategy. The latter would care fran a 
group of mi.dile power oountries, such as canada in the 
North and ~oo in the South. This mi.dile power group 
would seek to fulfill two i.Irp:>rtant functions, one at the 
intemational level and the other at regional levels. At 
the intemational level, this new MP grouping could provide 
a developrental fulcrum of "like-minded" oountries to help 
restore balance in the North-South dialogue. That balance 
has becare skewed and rigidified at present, due to the 
sharply cx:ntrasting extrerres of Northem "hard-line stone
wallers" on the aie hand, and SOuthem "radical confronta
tionalists" on the other. At the regional levels, the MP 
grouping oould provide a new security fulcrum in order to 
help reduce political instability in the different regions 
(e.g. Central Arcerica in this hemisphere) on the ene hand, 
and simultaneously play a think-tank function in seeking 
new approaches to styles of develo:pnent, on the other. 

2. The Global Stalemate 

The irony of the North-South stalemate is that the global 
econamic crisis which has been such a significant factor in 
paralyzing the North-South dialogue, makes new approaches 
to intematicnal oooperation for developrent all the nore 
urgent. Not since World War II has such a chasm energed be
tween reliance on terrporary expedients and the need for a 
basic long term restructuring of the global econanic sys
teJn. Three primaJ:y factors can be identified in the still
increasing disarray of the North-South dialogue: 

(a) The ccntinuing ecx:nanic malaise, stagnaticn and un
certainty that has characterized nost of the global ecanaey 
since the early 1970s has not abated for many countries of 
the world, developed and developing alike. Indeed, the ba
sic ecananic pararreters for Latin Arcerica as a whole have 
significantly worsened during the 1980s as canpared to the 
1970s. An irnoortant oonsequence of this econornic rnalaise 
-many would call it a crisis- has been that an increasing 
m.nnber of countries, especially in the North, have begun to 



CANADA, MEXICO ANO THE NORTH-SOUTH DIALOGUE 271 

focus bilaterally on narrow issues of national self
interest in oontrast to the earlier approaches to multi
lateralism as a central technique for .inplementing poli
cies of international cooperation for developnent. 

(b) The secood rea.sen for disarray in the North-South 
dialogue is the shaJ:ply differing ideological positions 
taken in the internaticnal panorama of nations, ranging 
fran those who articulate a stroog neo-conservative thrust 
(this being particularly the case for several key actors 
in the North) and an equally stroog radical structuralist 
ideology (primarily evident in the South) • The gap be
tween these two ideological extrenes has not been balanoed 
in the slightest to date. 

(e) A third reason for the halting perfonnanoe of the 
North-south dialogue has been the fact that various ele
nents of the UN develcpnental system have sought to bridge 
the ideological gap by providing saie kinds of balanoed 
qJeraticnal or actian programres acoeptable to both the 
North and the South. These efforts have taken the fonn of 
t:cying to evolve an NIED, various Developnent Decade strate
gies, and m:>St reoentiy a glcbal ro\md of negotiations. 
Iegretfully, however, because of the low ehb of acoeptanoe 
of the rn as a negotiating develcpnental forum at this par -
ticular narent in histo:r:y, that too has had a deleterious 
impact en the North-SOuth dialogue. 

Taken together, these oonstraints to the North-SOuth 
dialogue have had ad.verse repercussiens en all oountries 
of the world -East and West, North and SOuth, capitalist 
and oentrally planned, 1arge and small, developing and 
developed- but they have unquestionably affected sane much 
IOOre than others. Canada in the North and Mexico in the 
South are, in particular, ve:r:y sensiti ve to 11 shocks, 11 

whether positive or negative, that radiate into them fran 
the intematicnal eoonany. Of oourse, sensi ti vi ty to exter
na! shock is a characteristic of Irost if not all other mid -
elle pc:Mer oountries. But there is no questien of the ex
tent to which the eoonanic, and indeed the political, for
tunes of Canada and Mexioo are integrally and significant
ly affected by the general state of eccnanic health in the 
glci>al envi.ronrnent. 

3. cana.da and Mexioo as Intematianal Actors 

At first glance, Mexioo and Canada are obvious part-
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ners in the North-South dialogue, since they share the chal
lenge of living next to the lhi:ted States, by far the dani
nant world ecanany and regicnal power despite its :relative 
decline since 1945. The salience of a North-south perspec
tive in evaluating the relaticnship, however, can be seen 
in the levels of "interdependenoe" energing betwieen the n.io 
countties: 

(a} Glcbal aecessicn: t.bless the maj or ecananies of the 
Third World are :revived, the entire industrial world cannot 
prosper. Canada is a major trading countcy with a huge per
oentage of ~ generated by producticn for export. At this 
level Canada shares a glcbal canoero, but speaks primarily 
as a nember of the Northem club. The sharp drop in trade 
with Mexico during 1981, and indeed with Latin Anerican coun
tries as a whole last year, provides a clear exanple of the 
costs of retrenchmant in once buoyant econanies (the costs 
being much higher in Mexioo, of oourse) • Similarly, the ac
tivities of Canadian export, manufacturing and financial in
terests in Latin Anerica and the Caribbean reflect a "North" 
dinension cansistent with Canadian nembership in the SUnmit 
Seven, NATO and the CEm. "Partnership" is built into glob
al :relationships, but in the classic sense of the tenn in 
the North-South literatura. 

(b) Industrial Structura: At a seccnd level, however, 
the questicn of North-South relations cuts closer to the 
bane in canada. The canoepts of Canada as the "richest un
derdeveloped countcy," or ''between first and third "WOrlds," 
have been around for ·sare tille. These cancepts have been 
provoked by the evident similarity in sana :respects of 
structuras to those found in less developed countries: for 
example, dependence on resource exports; a weak and frag
rrented miniatura-replica industrial structura; and ext:rerre
ly high levels of foreign investnent. Nevertheless, until 
ve:ry reaently, ccncem over Canada's place in the intema
ticnal divisicn of labour did not really question Canada's 
ranking as a "developed" countcy. Dependency theo:ry has 
had little popularity in canadian developrent studies. 

However, fear that new technologies .:.particularly in 
infonnaticn and camrunication- are undennining Canada's eco
ncmic infrastructures and capability, potentially creating 
a far deeper dependency, is by no neans limited to the ex
tremist fringe. The "pauperization of nedium powers" 
(Madec) would work against the interest of NICs such as Mex
ico, or Canada, unless effective policies of adjustment 
are in:plerrented iimediately. 
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It is nOW' reascnably clear that major changes in Cana
dian and Mexican industrial strategy, technology policy, 
and therefore relatioos with the U. S. , are an the horizan, 
whether \lle like them or not. While not underestimating 
their diffe:renoes, a "shared vulnerability" creates the 
need for partnership outside the Brandt ccmnission cate
gories. Fran this perspective, the rapid evolutian of ca
nadian policy towards the regian,centering on recently 
energing key bilateral relatianships with Mexico, Brazil, 
Venezuela and nOW' COlanbia, is fully understandable. 

(e) New Hemispheric Relatianships: ccnsidering the fac -
tors indicated above, a key elenent in the evolutian of 
Canadian-Latin American ~elations has been the changing 
structure of the internatianal econanic and political sys
tem in which the energing middle :i;x:iwers of Latin Arterica, 
together wi.th canada, recognized that they nOW' have sever
a! shared, or at least canpatible, goals in various func
tiaial and geographical areas. Th.e tenn ''hemispheric mid
dle power" has cate into parlanoe to describe the poten
tial of this intenredi.ate rank of Latin Arterican countries, 
plus Callada, in developing interactive pattems in such di
verse areas as the Law of the sea, the new protectianisrn, 
organization of intematianal carm:xlity mark.ets, and ODA 
programres in the regioo, arocng others. A multidinen
siaial relatiooship, ercbracing political, econanic, tech
nological and diplanatic elenents, has therefore energed, 
follOW'ing fran and adding to an inherited emphasis an the 
two traditianal ecooanic paraneters of trade and invest
nent. 

The extended debates in canada during the last two 
}'eéll'S, nost notably before the House of Carrocns sub
cmmittee on Canadian-Latin American and caribbean relations, 
d\\'elt particularly oo the "energenoe" thene. This empha
sized the international rather than merely regional roles of 
oountries such as Mexico and Brazil, and Canada' s energent 
:celationships with tl)ese natians. Thus, as the regian has 
intensified intematianal linkages of ali kinds, Canada 
has had to address rnuch rrore carefully the foreign policy 
and security interests of Latin Arterica and cari.bbean 
states. The policy of "concentrated bilateralisrn," and the 
1981 decision to accord priority status in canadian foreign 
policy to the caribbean region reflect these new realities. 

(d) Regicnal security: A fourth leve! of significanoe 
in Canadian-Mexican relatioos fran a develq:nent perspec-
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tive lies in the subregicnal crisis in Central Amarica and 
the caribbean. Canadian political relations with the carib
bean are clase, and the errergenoe of a new sizeable and vo
cal constituency in church, academi.c and business circles 
involves Canada in the security/develoµrent debate lying at 
the root of the crisis. Canada also has security interests 
in the area. Clearly an externa! power with nodest lever
age, Canada nevertheless has energed as an actor in the re
gion. M:xioo, of oourse, has equal if not greater inter
ests in the outccme of the crisis, as described by Ojeda 
and others. 

Thus Canada and t-Éxico share two experienoes in the so
called caribbean Basin. First, both oountries have entered 
into extensive develq:m:mt oooperaticn agreenents with the 
many sma.11 oountries of the region. The San Jos~ facility, 
for exanple, even in sarewhat dirninished fonn, provides an 
admirable exanple of enlightened and generous North-South 
actian. Both countries exchange infonnatian an programres. 
Both oountries participa.tea in the CBI (with similar orien
tations). Both oountries have different areas of ccnoentra
tian and expertise, as -well as linkages with the regian. 
For both oountries, the caribbean Basin has becc:rce a priori
ty in tentlS of develoµrent work. 

Second, Canada and M:xioo share essentially the same 
Nort:h-South premises an the origins of the Central Amarican 
crisis and potentially similar instability in the caribbean. 
Fran Canada's vantage point, geopolitical conoepts of de
layed hernispheric unity and manifest destiny under Washing
tan 's "Neighbourhood Watch" appear rerrote, distorted and 
oounte.rproducti ve. Here again, the predicament of middle 
powers' status provides a ccmron understanding bet\veen Cana -
da and La.tin Amarican partners regarding the security/devel -
oµrent debate. Regicnally, the econanic and financial cri
sis of La.tin Anerica is cc.np::>unded by a U.S. preoccupa.tion 
with bipolar security issoos rather than with multilateral 
develq:m:mt. Inter-Anerican relatians are in disarray; the 
future of Central Anerica is bleak. Beyand Central Anerica, 
the destabilizing ef fect of conflict en the surrounding 
middle powers and NATO, as -well as the deterioratian of u. s. -
Latin Anerican relatians, are aninous develoµrents. Canada 
therefore is increasingly ccncemed about conflict resolu
tian in Central Anerica which at the sane ti.ne does not dam
age bilateral relaticns with Washington. For both M:xico 
and Canada, the facts are that the U.S. must be part of the 
solution as v.iell as part of the problem. 



CANADA, MEXICO AND THE NORTH-SOUTH DIALOGUE 275 

In short, canadian-.r-Exi.can relations are canplex and 
inten:elated with inp:>rtant agendas at the global, region
al and bilateral levels. It is nOii inp:>rtant to explore 
altei:native approaches for reviving a North-South dialogue. 

4. '!he North-South Ieadershi.p Dilemna 

The central problern canfronting the revi val of global nego -
tiatians is the lack of political will arocng the principal 
Western eccnanies and transnational actors. This is ap
panmt in the debate over Third World indebtedness. Nuner
ous refonns are proposed, which are rejected in favour of 
bilateral short-tenn nea.sures. In particular the u.s. is 
not cunently in a helpful m::x:id, neither the Congress nor 
the Reagan Administration. 

Nevertheless, a diplanatic opening should not be can
sidered hopeless. First, nurerous u.s. officials, lawnakers 
and businessnen realize that powerful long-tenn national 
interests are at stake in reigniting growth in the majar 
Latin Anerican eoonanies, as well as in other Third W::>rld 
oountries. Secand, within the European Eccnanic Ccmnuni.ty 
there is widespread opposition to u.s. fiscal and nonetary 
policy, which (in nembers' opinion) effectively prevents 
:recove:ry by financia! outflOiiS to the U.S. resulting from 
its high interest rates. M:>reover, with nore vulnerable 
trade-dependent econanies, the European nations have gen.er
ally denonstrated greater flexibility than Washington to
ward the liquidity crisis in the Third World. But it is 
far f:ran clear that countries so ocmnitted to the status 
~ will initiate change without a great deal of prodding. 

It is this situation which suggests the inp:>rtance of 
sate initiatives towards a new "MP strategy": e.g. with 
middle powers such as canada and .r-Exi.co taking greater ini -
tiative in nd:>ilizing a canstituency in support of those 
major institutional changes which could be in the interest 
of all, but which will require long, and painful diplanat
ic work and which, after years of thankless labour, such as 
the Law of the Sea Conference, rnight yet be jettisoned by 
a supeJ:power. Such a bridge-building role, however diffi
cult, is a respansibility that the mi.ddle powers cannot 
easily avoid. Sudl a grouping of colll'ltries mi.ght be illus
trated schematically as follOiiS: 
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Biapolar 
E-W se
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axis 

"like-rrúnded" N 
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tralia,New Zealand ---
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(M=xico, Brazil, 
India, Singapore, 
Nigeria, Yugoslavia 
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---- Multipolar N-S 
deveioµrental 

axis 

Middle Power ----
(centrist
refonnist) 

For much of the postwar era, the ~ super¡::owers have 
viewed the wor ld as though i t were designed on a horizontal 
East-West security-oriented axis. In this conaeption, com
tries, developed and developing, were spread along this axis 
in sare rank. arder based prirnarily upan their political 
closeness to one or another of the two giants. The develop
ing, nonaligned countries conversely preferred to view the 
~rld on a vertical North-South develoµrent-oriented axis, 
in which comtries all fell into ''North" or "South" umbrel
las, rather than being spread along the axis. The tactic of 
the developing comtries, of course, was to shift the hori
zontal axis slowly but surely upwards to a vertical position. 

Over the past three decades, hov.ever, comtries of both 
the North and the South have in fact begm to spread them
se l ves up or clown the vertical axis. Those in the "north of 



CANADA, MEXICO AND THE NORTH-SOUTH DIALOGUE 277 

the North" have tended to take a cautious and ver.y conser
vative appi:oach to policies and practiaes of intematianal 
oooperatian for devekplent, stressing bilateralism to the 
maximum degree possible as a technique, and econanic liber
alism as the philosophical unde:r::p.i..nning for both intema
tioo.al and natianal policies. Those in the "south of the 
SOuth," cxnversely, have typically taken a sha:r::ply differ
ent stanae, stressing rnul.tilateralism, strcngly interven
tiali.st policies intematianally, and equally strong 
dirigiste policies at heme. Each of these two extranes has 
typically sought -with exceptions, of course- to obtain 
"unocndi.tioo.al sun:ender" rather than "peaaeful coexis
tenae" with the other extrene, as the North-South dialogue 
evolved. But our cun:ent focus is rather an those that 
are "south of the North" (e.g. Sweden,No.:cway, Netherlands, 
canaaa, Australia: the so-called "like-minded" countries) 
and those that are "north of the South" (e.g. Maxico, Bra
zil, Singapore, India, Nigeria) that have c::are closer to
gether on aertain specific progranrces as well as en the 
general cxnoeptual appi:oach of global eoananic managercent. 
It should be added parenthetically that the lN Secretariat 
(especially lNCl'AD and the Regional Ecxnanic Ccmni.ssicns) 
and aertain lN specialized agencies (especially the Bret
tcn Woods Twins and Gl\Tl') have also played an important 
tedmical role in preparing background docunentatian that 
is, in general, attuned to the "refonnist-aentrist" orien
taticn of these MP countries. 

What is sorely needed now -especially since the \\Urld 
eocnani.c horizcn is still so bleak- is for the "like-. 
minded" countries of both the North and the South to re
think global policies of cooperation for developrent 
insofar as those policies affect international flows of 
goods, financial transfers and technology. MJst of the 
following North-SOuth objectives \\Uuld win support fran the 
energing middle powers: 

(a) Trade Policy: 
(i) Basic ccmrodi.ties: short-tenn camodity priae in

stability should be attenuated to sare degree, as should a 
significant lcng-tenn deterioraticn in the tenns of trade. 
These goals might be sought by oc::mm:xlity market organiza
ticn, or by cx:rapensato:r.y financing facilities, or by both. 

(ii) Manufactures: acaess to markets should be sought 
and, as a corolla:r.y, protecticnism decried. Additianally, 
darestic proaessing should be encouraged, to add value to 
exports at hale. 
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(b) Financia! Policy: 
(i) Public Funds: long-tenn capital flc:Ms should be 

maintained at sene desired threshold level, with flexible 
tenns and conditions, especially through the IBRD and IDB. 
Short-tenn liquidity .and exchange rate stability should be 
sought, especially via the IMF. 

(ii) Private Funds: evecy effort should be made to 
maintain the net flCMS of private funds at sene minimum 
level, with appropriate tenns and caiditicns. There is a 
need to effect an appropriate balance bebleen public and 
pri vate sources of funds. And above ali, to seek out new 
approaches to private debt restructuring. 

(e) Techno~ical Policy: 
Cedes of ~uct are needed to assist in bringing 

about a rcore stable, reasonably prioed and "appropriate" 
mix of intematicnal technology transfers. Additionally, a 
growing volurre of R & D should be done in, by and for de
velq>ing cotmtries. 

canada and Mexico may not neoessarily agree with all 
the policy objectives li_sted above, nor neoessarily with 
all the particular instnmentalities and institutianal 
nechanisms that should gi ve fonn to those policies. But 
they are in a.greenent with rrost, precisely because of the 
q>enness and wlnerability of both Canada and Mexico to 
intematicnal ecaiamic "shocks." 

5. IEgional Initiati ves 

The imrense canplexity of generating maaningful global ne
gotiations, such as for exanple, a new Bretton Woods Ccn
ferenoe, suggests the need for canada and Mexico to ccn
sider specific regicnal (including bilateral) initiatives. 
These could address, or at least begin to deal in a prac
tical wey, with many urgent issues without oarp:ranising 
global soluticns. Indeed, any signs of life, even at a 
regicnal level, would help restare faith in the North
South dialogue as a whole. 

Specific initiatives would also cx:nfrant Canada with 
decisions as well as declaratocy policy. sare observers 
have argued that there is inconsistency in the Canadian 
position en the North-SOuth dialogue between the level of 
rhetoric -as, for example, during Trudeau' s passionate Man
sion House speech of March 1975- and the level of action 
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as, for exarrple, in the area of protectionism. 
In any case, the focus becc.tres much sh.arper at the re

giooa.l leve! in North and South Anerica. 'lhere is a large 
and growing role for regiooal middle powers (MPs), to pro
vide new directiais and even leadership at two policy lev
els, namely: 

(a) Policies pertaining to security: i.e. to bring 
about a better balance as between (i) those who see poli~i
cal instability in the Third World as originating :ftm.da
nentally fran East-west geopolitical rivalries, and there
fore who believe the solutien to such instability lies pri
marily in the military realm, and (ii) those who, en see
ing instability, assune it has a North-South origin, based 
en poverty and disparity, and therefore its prescriptien 
is geared to develcpnantal policies. 

(b) Policies pertaining to develcpnant: i.e. in the 
latter oc:ntext, to bring about a better balance bet\oleen ex
trenes of those who (i) place a heavy emphasis en the ''maq
ic of the market" as versus a ccmnand econany, and those 
who (ii) enphasize global interdependence (ever-closer 
North-South eoc:nanic linkages) as ver~us those who feel 
the lmg-tenn solutien to Third World foreign exchange bot
tlenecks lies fundanentally in selective re-linking to 
eventual South-South cooperaticn (oollective self-reliance). 

(a) Security 

At the political/security leve!, a strcng case can be roa.de 
for the need to develop an MP strategy, especial! y ( though 
by no neans exclusively) to help resolve the current cen
tral Anerican strategic prd:>lems. The intent 'WOuld be to 
provide a '"Ihird Force." Historically, power relatiens in 
the hemisphere have been predicated en a vecy asyrrmetrical 
grouping (ene large countcy versus many small enes). The 
new idea 'WOuld be to evolve a m::>re syrrmetrical power bal
ance (ooe large, severa! middle powers, and many small). 
'!he intent 'WOUld not be to create a pre-prograntCF.c'.l "nay
sayer" vis-a-vis the U.S.A., but rather a bridge-builder or 
interlocutor grouping. To begin, the Ccntadora group 
(pe:thaps amplified by Brazil and oth.ers) oould be strength
ened by a xrore precise offer of political linkage by cana
da (perhaps further amplified by Spain) • 

The d:>jective 'WOuld be to share security respansibili
ties wj_th ootmtries of the regicn, and away fran unilater
al u.s. action, while evolving a cooperative security frame-
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work which would penni.t alternative developrent IOOdels, as 
required in the :regian. It would also nean strengthening 
SEIA and similar Latin ccnflict resolutian forum.s rather 
than joining the OAS as a full rrember. The energence of 
sace new fonn of Latin and caribbean grouping 'WOUld create 
a :regional political blcx:: much needed as a coontmweight 
to a cantinuing U.S. "hegaronic presurcption." The issue of 
OAS nenbership is inportant if anly because it has becare 
sacething of a cause oélébre in Canada. The argunent 
against joining is not tllat canada should weaken its link
ages with Latin Anerica and the caribbean - quite the 
opposite. Rather, joining the OAS in its p:resent fonn 
would hinder the evolutian of the :relaticnship. The rele
vant questicns are as follows: 

(1) In the first instance, is the OAS the level of hemi
spheric organization to concentrate on at this time? Is 
an inter-Anerican focus for develqxrent the nost app:ropri
ate one at this stage in history, i.e. given the interna
tionalizaticn of the Latin Anerican ec:icnaey in the postwar 
period and ccnsidering the deepening crisis in inter
Anerican relaticns? 

(2) Could Canada ''bore fran within" -that is, join 
the OAS in order to change the ba.sic rationale- f ran a se
curity to a develcprent orientaticn, with the attendant 
oonditicn of universality? This would nost likely be a 
labyrinthine exercise in frustraticn if not futility, con
sidering the intemal dynamics of the OAS. 

(3) Could Canada stay out of unpleasant traps into 
which it would alnost certainly fall (such as, for exanple, 
t.he Venezuela/Guyana dispute; proolems resulting fran qlell 
violation of the Charter) ? 

(4) Should Canada accept a quasi-mi.litary role in the 
:regicn, which would result fran full nenbership? Canada 
is not Barbados; it could not, or at least it should not, 
acoept full nercbership and the Bogota Charter and not 
agree to subscribe to the Rio Treaty. 

( 5) What are the opportunity costs of OAS rrembership, 
oonsidering t.he financia! and manpower-talent problems in 
ottawa vis.:.a-vis Latin Anerica? 

(6) What precisely 'WOUld canada gain? What exactly 
would full n:embershi.p nean in tenas of new avenues for eco
nanic cooperation? 

Gi.ven the fact that inportant lcng-tenn interests are 
clearly at stake in Latin Anerica, canada should develq;> a 
cohe:rent security policy, but within a franework that tran
scends the traditional mi.litary orientaticn. canadian 
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Third World defenoe policy has been premised en traditicnal 
''North" assurrpticns regarding security: e.g. acoess to .úrp)r
tant sea-lanes of oamrunicatian; the stability of sources 
of exports and·imports; and ocnoem over Soviet penetratien. 
In ocntrast, very little analytic capability exists to dea1 
with the relatienship between social and instituticnal 
cilange oo the ene hand, and military threats oo the other. 
ANórth-South approach to ocnflict resolutien is insepara
ble fran Canarla's leng-tenn interests with regional powers, 
and much :ioore should be dcne to understand the security ab
jectives of Iatin and Caribbean countries, as well as those 
of the U.S. Indeed, a North-South approach is inseparable 
fran loog-tenn NATO interests as well. The need for major 
instituticnal change and different nodels of developtelt 
will require a basic change in traditianal u.s. geopolitical 
ccnoepts in the regioo, in favour of strategies of accamoda
tion and partnership, and greater regional participation in 
security. As always, Canarla must recognize the low level 
oi its influenoe in the regioo, without of course understat
ing it either. we cannot solve the Central American cri
sis; we cannot refonn the OAS. But we can nove oaherently 
in the right directioo. 

(b) Developrent 

(i) ccnoept Innovation 
At th.e developrental level the opticns are clearer, 

ranging f ran ocnoept innovatioo to greater coc:peratioo in 
cm.. Given the postwar Iatin American ea:>nanic experience, 
a strcng case can be made for the need to evolve sare new 
MP strategies or "styles" of developrent; of the nodel it
self, as that m:xlel has been evol ving in Iatin Anerica 
during the past three postwar decades. In so doing, three 
main issues, analg others, could fruitfully be explored, 
nanely: 

(a) the emphasis en "apertura" or interdependenoe (i.e. 
a ccntinuatian of the North-South approach to policies of 
intematianal cooperatioo for developrent) as versus collec
tive self-relianoe (i.e. "de-linking," to an enhanced degree 
of South-South cooperaticn) • 

(b) the need to find an amalgam between an optima1 
degree of ecx:nanic liberalism ('magic of the market") as ver
sus a strcng oentrally-planned eocnaey or ocmnand eocnany 
(dirigisne) • 

(e) a shift fran largely favouring the upper strata 
high-ccnsurptian to a greater stress an social welfare and 
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equity for all. As Dr. P:rebisch has repeatedly stressed, 
there are inportant c:x:ntradictioos between the capture of 
the ec:x:nanic surplus by Iatin Anerica's upper strata for 
pw:poses of canspicuous c:x:nsUl'lpticn rather than for pro
ducti ve social investrrent. There is an inferential link 
with ~ressive militacy regines here. Thus P:rebisch 
argues that this distorted nodel of develcpcent does not 
nerely rest oo. social disparities: it is based u¡x:tl and 
perpetua.tes tllern. 

To aid in c:x:noept innovaticn, it wou1d be worthwhile 
to explore the possibility of establishing a n.e1r1 ~can
canadian Centre to undertake research activities along 
the broad conceptual lines laid éJa..m. above. It should es
sentially have "think-tank" functioo.s and be sma.11; i.e. 
designed primarily to draw u¡x:tl the cx:mbined intellectual 
capital of existing academic centres in ~oo and Canada. 
It should preferably be located within a ~can universi
ty, with linkages to universities and institutes through
out Canada, and with a ooordinating body. 

There is a deep pessimism about the future of Central 
Anerica. As the general c:x:nflicts in that subregion 
grow, there is less and less discussion of develcpcent 
and nore and nore aJ:JnaIIents. ~oo and Canada could 
play a neaningful role in reviving a belief in the future 
by allocating funds for a major study -by and for Cen
tral Americans only- of the developnent needs of the sub
regicn under various assurrptioos of a retum to stability. 
Such a major project oould build on the wo:ck of existing 
regialal secretariats -e.g. CABE!, SIECA, IDB, OCIA, 
OAS- and would include all countries of the Isthmus. It 
wou1d be a mini-Marshall Plan c:x:ncept, shom of oold-war 
connotatioos. 

(ii) Debtor Infonna.ticn Service for Central Anerica 
• While a "debtors' OPEC" is probably unrealistic for 

all oountries of the region, the small, vulnerable coun
tries of Central Anerica mi.ght jointly benefit fran the 
utilization of a small secretariat -again drawn f:rar. the 
secretariats mentioned above, plus CEMIA- to gather and 
share basic infonna.tion on the volune, sources, and tenas 
and oanditioos of their inte:matioo.al borrCJfling. However 
different in ideological persuasian, the governmants of 
the sub-w:ban regian mi.ght find a "Debtor Infonna.tion Sys
tem" of particular value to them, and a tangible effort 
towards increased cooperation rather than polarizatian, as 
was recently suggested by SEIA and OCIA. 
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(iii} The Maxi.can Debt 
Undoubtedly the nost dramatic catalyst for reviving the 

North-south dialogue \\'Ould be the cxnversien of the public 
and private canadian portien of the Maxi.can debt into a gen
uinely manageable structure of madi.uro and leng-tenn cx:mnit
nents. Even nr>re than central issoos such as trade access 
and the p:rovisien of ilrport credits (ilrportant as these 
are} , new ways of dealing with the Maxi.can debt on a realis
tic basis would help to attenuate one of the gravest threats 
hanging over the intematicnal ec:::cnaey. Within the canadian
Mexican bilateral framework, such an initiative is theo
retically feasible. Whether in practice such a renego
tiatien oould be accarplished is another questien; i.e. it 
\\10\lld involve a shared burden between the banks and the gov
e:oment, and might therefore be resisted, at least initial
ly, by certain public and c:o:rporate leaders. Yet as Lord 
Harold I.ever and others have recently argued, tmless breath
ing roan for eoonanic rec:ove:cy in the Third WOrld is 
achieved by actien of the industrial countries, the private 
banks may never be fully repaid. 

6. Conclusien 

This paper has sought to make two main points, nanely that 
the ercergence of a new group of MP countries -or several 
such groups- could play a useful role in the future; one 
at the global and the other at the regional level. At the 
glcbal level, the role \\'Ould essentially be to p:rovide a 
:cenewed stimulus to a stalled North-South dialogue, hope
fully as a result of the converging interests of "like
minded" 00\.Ultries f:ran both North and South. At the regien
al level, the role 'WOUld be both to facilitate a.g:reenent en 
political/security issoos (that currently involve or create 
great power geopolitical rivalries} en the one hand, and to 
rethink specific hemis¡tleric policies and practices, as 
well as to analyze new developrental styles (m::xiels), on the 
other. 

For a variety of reasons, Canada and Mexi.c:o could and 
should take the lead in rnaking a start on this cxncept of a 
new MP strategy. In so doing they 'WOUld benefit themselves, 
this hemisphere, and oonceivably the global system as well. 





A REFERENCE MEMORANDUM ON THE 
NEW INTERNATIONAL ECONOMIC ORDER AND 

THE NORTH-SOUTH DIALOGUE 

Jorge A. Lozoya 
El Colegio de México 

"It is possible to know the price of everything and the val
ue of nothing." Osear Wilde 

'!bese are days of great uncertainty. Nuclear conflagratian, 
i.n:eversible ecological damage, overpopulatian and famine, 
all pose terrifying threats to the survi.val of mankind. The 
above is not an ideological staterrent, but an appraisal of 
where \\le stand today. 

In such a carplex situation facts are grasped fragnen
tarily, in spite of the spectacular progress in info:r:natian 
technologies.y Ieceptians are not anly partial, but dif-

1/ Ellas Canetti has characterized the new reality as dif
femnt fz:an the past in three basic fonns: it has increased, 
it is rcore precise and inco:r:porates the future. (Elias ca
netti, "Iealism and New Ieality" in 'lbe Conscience of WOrds, 
New' York, The Seabury Press, 1979, pp. 55-59) • The variety, 
catplexity and anount of new info:rmatian is unprecedented. 
The past is recovered ali over the 'INOrld; rcountains of new 
abjects are created daily; there are rcore human beings an 
Earth than ever before. The splitting of matter, biogenetics, 
the inquiry into the coSITOS, electronics and ccmputers, ali 
are based on a technology of the exact in which ti.ne ac
qui.res new significance. The future is cracked and ever
present ís the threat of nuclear war and the hope for f resh 
utopias inplicit in econanic planning and in the increase in 
systemic approaches. Therefore, everything points towards 
globalness, linkages, ccamectians and overall perceptians; 
the responses to this gigantic challenge can hardly c:x::ne 
fran 'INOm-out ideologies. (See Jorge A. I.Dzoya, "Ship of Dip
lanats. United Nations North-South Negotiations in the Sev
enties" in Forum for Correspc;ndence and Ccntact, New York, 
Intematiooal Center for Integrative Studies, V .12, N. 4, 
JUly 1982, p. 113.) 
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fer greatly between individuals and groups, as well as ac
oo?:ding to a persoo's .i.nnediate point of refe:rence in space 
and ti.ne. 

New socioeconanic realities evolve constantly, while 
appropriate analytical tools are not yet available. Hence 
the fepr arising f:ran the apparently irraticnal nature of 
social, econani.c and political phenarena, when observed 
over limited periods and in particular spots of the planet. 

A new holistic (gestalt) paradigm is appearing in the 
sciences, based upen the develoµrent of post-quantic phys
ics, nuclear war logistics and the philosophy of systems. 2/ 
Ha.vever, its applicaticn to socioeconanic events is still
ru:iinentaJ:y. A paradigma.tic change will be essential far 
the understanding of glcbal negotiaticns such as disanna
nent, polluticn control, the Law of the Sea and the New In
tematicnal Eccnan:i.c Order (NIID). 

Since 1974 I have been a ccncemed abserver, hopping 
around the erad.le of the NIID. Ervin Laszlo and I de
signed and coo?:dinated a "WOrldwide network of research 
teams that laboured far two years t:r:ying to ide.ntify obsta
cles to the establishmant of the NIID. Our report was 
submitted to the 1980 lhited Naticns General Asserobly and 
later published in 16 volurres. Cmsidering that it is high
ly inprobable that anybody, exoept Laszlo and myself, ever 
read such an encyclopaedic "WOrk, I will smmarize sare of 
my persooal ccnclusions en the matter, enriched by further 
develoµrents in the North-South dialogue.3/ 

I. The NIID is a global prograrrme of action in
tended to regulate intematicnal marltets, and not an ab-

y See Ervin Laszlo, Introducticn to Systems Philosophy, 
New York, Harper Torchboaks, 1972¡ Fritjof capra, The Tum
ing Point. Science, Societ~ and the Rising CUlture, New 
York, Sim:n and Schuster, 1 72. 
3/ Far a general bibliography of the NIID as well as 
far the basic approaches to it, see: Jorge IDzoya, Jaine Es
teves, Rosario Green, Altemative Views of the New Inter
naticnal Ecxnanic Order, New Yoik, Pergam::n Press, 1979. 
Far a sumna:r:y of tiíe Raport by our network, see: Ervin Lasz-
1o, Jorge A. IDzoya, et al., The Cbstacles to the New Inter
naticnal Eccnanic Order, New York, Perganrn Press, 1980. 
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stract and rlletorical argurrent.4/ It is based upen the as
smpti.cn that the so-called free forces of the market, if 
they ever existed, have by na,., disappeared fran the intema
tiooal soene. w:>rldwide econanic transactions are con
stantly manipulated in ways unfair to the less developed 
oountries (IDCs), dueto highly asyrmetrical power rela
ticns. Increasing protecticnism applied by rich countries, 
as well as the unilateral expansion of transnaticnal cor
poraticns, strengthen this peroep&-....i.cn and henoe the need 
fer jointly negotiated regulato:ry neasures. 

II. The NIID is a long-tenn venture. The protrac-
ted nature of the negotiaticns should ocnstantly be kept in 
mind. The short-te:an criteria of the mass nedia are of lim
ited use in the tactical appraisal of NIID and tena to 
mderestimate the relevanoe of the prooess. NIID nego
tiaticns are irrelevant for the TV evening news. This is 
probably inevitable, even though all efforts should be made 
to provide the mass nedia with infonnaticn en the subject 
(see bel.CM) • 

III. The future establishrcent of the NIID is orqan
ically linked to its holistic identity. Partial negotia
ticns are to be oonsidered as tactical neasures, leading to 
the attainnent of global objectives. This assertien is not 
the result of a dogmatic inability to redefine targets. The 
enpiasis is en the prooess, irore than an any of the specif
ic goals. 

J.V. The North-South dialogue is a bargaining nechanism 
of the NIID. Its efficiency refers directly to its.sub
sidia:ry role vis-a-vis tN glcbal negotiaticns. Any manipu-

4/ '!he Declaraticn of the Establishrcent of a New Intema
ti.Cllal Eoonanic Order, is an official lN documant approved 
as a General Asseni>ly ~soluticn (3201. 2229th Plena:ry M:iet
ing, 1974 General Assembly). The Prograrme of Actien en the 
Establishrcent of a New Intematicnal Econanic Order, is Res
olution 3202 of the sarne Plena:ry Meeting. See, E:r:vin Iasz
lo, Jorge A. I.ozoya, et al., The Cl:>stacles ••• , pp.104-118. 
'!he NIID Resolutions should be considered today within 
the ccntext of a canplex set of lN documants and institu
ticns. The Olarter of Ecananic Rights and Duties of States 
provides a legal frarcework; lNCTAD an eoonanic forum, the 
Group of 77 a political lobby, etc. The basic oonoept is 
Glcbal Negotiaticns, as understood by the lN General Assem
bly for a mnnber of years and as stated in its Agenda for 
1983. 
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lation of the North-South dialogue against the cxmsensus 
:reached at the UN General Assenbly will doan it, regard
less of partial individual gains by any of the IOCs direct
ly involved in the North-South dialogue. 

V. 'lhe NIID and the North-South dialogue concem 
rnainly the market-eoonaey 00\llltries, as long as the social
ist nqtions (the Fast) irrlulge in the egotistical delusion 
that these negotiations are nothing but a historical product 
of oolonialism and inperialism, an attitude with strong im
plications for the Fast-west oonfrontation. 

VI. NIID and North-South dialogue issues relate to 
the Fast-West oonfrontation every t:ine that the superpowers 
want the 10Cs to act in accx:>rdance with their hegennnic 
global plans. 

Nonalignroont is a sine ~ .!!?!! feature of the NIID 
and the syncretic natw:e of the process essential to its 
suceess. All attenpts to turn the NIID into a politi-
cal or eooncmic weapon against the North, and especially 
against the United States, should be resisted. Irresponsi
ble LOC governrcents intending to unilaterally bend the 
oourse of NIID negotiations dramatically increase the 
risk of nuclear oonfrontation and end up generating great 
.suffering for their peoples, as well as gross eoological 
damage, through so-called "localized warfare. "5/ 

VII. Fbr the establishrrent of the NIID, it-is essen
tial to rest:nlcture the United Nations, in arder to inprove 
its adrninistration and oonflict nanagenent capabilities. It 
is also ilrp:>rtant to cpen the organization to social en-
ti ties other than goverrunents (unions, youth organizations, 
\\01Yel1 1 s rrovenents, churches, opposition parties, minority 
groups, etc.) to achieve a larger oonsensus as to the va
lidity of the UN in the oonstruction of the futw:e.§.! 

5/ See lbger D. Hansen, ~ the North-South Stalanate, 
Ñew York, McGraw Hill, 19óSProject/Council on Fbreign Re
lations, 1979. Fbr an inquisitive analysis of the conceptual 
bases of NIID as it relates to ideologies, see the ex
cellent documant: Joseph Hadara, "The Ideological :A:x>ts of 
the New Intern:ational F.conani.c Order, " '!he David Horowi tz 
Institute for .the Research of Developing Countries, Tel Aviv 
University, Paper 4/82 (mimeo), July 1982. 

6/ See Jorge A. IDzoya, "Ship of Diplanats" and the highly 
eritical and sti.mulating Miguel S. Wionczek, "A Diagnosis of 
Failu:res and Prospects, " in Ervin Laszlo and Joel Kurtzrnan 
(eds. ) , The Structure of the W:>rld Econany and Prospects for 
a New Intemational · Eoonanic Order, New York, Pergam::m 
Press, 1980, pp.47-67. A recent and c:reative discussion on 
the future role of the UN is reportea in The Uni ted Nations: 
Conflict Mana~t, Effective Mni.nistration, Muscatine, 
Iowa, 'file Stan ey FOüñdation, 1983. 
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VIII. The advancerrent of the NIEO is unattainable 
without the further denocratizaticn of LOCs. Even admit
ting to the partial autonany of intemational relations, 
it is de.magogical and false to argue that dlanges abroad 
are independent of social improveirents at hare. At this 
l.evel, the holistic candition of the NIEO restates its 
basic qualities. The acaess of ncngovemrrental organiza
ticns to the lhlited Nations should be parallel to the de
m:icratization process in U:X::s. 

IX. LOCs will have to create altemative futures for 
themselves. The road of "developrent" is a dead end. The 
crisis of the prototypical East and West ecosocial rrodels 
should stimulate the search for new paths in the South. 
"llnderdeveloprent" is not a stage previous to "develop
nent"; they are cantenporary phenarena. There are not 
enough resouraes available in the planet for all LOCs to 
achieve surrogate industrialization, even if the non
existent political will of rich countries were to materialize 
in a ut~ic massive transfer of resouraes and know-how. 

X. The NIEO interlinks wi th the percei ved need by 

many people in the North to rrodify their socioeconanic 
pattems of behaviour. LOCs must increase cantact and 
strategic understanding with social forces and organiza
ticns in the North syrrpathetic to the cause of the NIEO, 
especially those searching for altemative ecologically 
oriented life styles.7/ 

XI. The search for altemative life styles in LOCs re
quires deep and pennanent transcultural contacts, within 
every country and aioong nations. The struggle for the 
NIID at the United Nations has to be understood in an 
"equality within diversity" context, regardless of how 
threatening, in the short tenn, the proaess may seem to 
the defenders of status ~ values. 

XII. The social goals of the NIEO (heal th, educa
tioo, housing) will not be reached without a deep forrnula
tioo of ecooanic conaepts (industrialization, role of non
ey) and the creaticn of technologies (energy, food) orien
ted tCMards a new understanding of human labour and of the 
interactian betvieen man and nature. Several areas of the 
Third World (Latin Arrerica, Middle East, North Africa, 
SOutheast Asia) have the human potential and the natural 
resourae~ required for this quantic jurrp in their socio-

y See Ian Miles and John Irvine, The Poverty of Progress. 
Olanging Ways of Life in Industrial Societies, Oxford, Per
garron Press, 1982. 



290 RELATIONS BETWEEN MEXICO AND CANADA 

econanic process. It is in this context that South-South 
cooperation achieves its rrost creative prop:Jrtions.]/ 

XIII. LOCs will have to inplenent extensive refonns in 
their educatianal systems and mass nedia, in arder to make 
the population aware of the dinensioos and nature of the 
challenge inplied by the NIID. 9 / Research and higher 
education instituticns should Tucrease resow:oes devoted to 
global, interdisciplinary and systemic-oriented studies. 

XIV. At the United Natioos, an enlarged rrembership (the 
LOCs) cxnstantly introduces new bargaining procedures and 
discourses, alien to nineteenth-century Westem diplanatic 
traditions. Different conceptual bases and accountability 
relationships between governments and peoples generate an ex
treme! y corrplex environrnent. Good faith, imagination, ex
pertise and hai:d work are needed to channel these often cxn
tradictor:y forces awey f:ran all!ed cxnf r:cntatioo and vio-
1.enoe. Everybody has a role in this task if he or she 
wishes to assurce it. ''Think globa1ly and act locally" is a 
good notto far those patient enough to be optimistic, with
out being irrespcnsible ._ 

8/ The realizatian of the enolllDus potential of Thll:d World 
i:°egioos is not, by far, a generalized phenooenan am:ng its 
¡:x::>litical, academic and intellectual leadership. In the 
case of resouroe-rich latín America, there are strong taboos 
keeping many people tied to the dependencia outlook, toda.y 
a self-denigrating view of the future of the cxntinent. Fbr 
an exoepticnally innovative and ¡:x::>sitive cxnoeptual redefi
nitian of goals and neans far latín Arrerica, see a docurcent 
that, alas! has reoeived ver:y little attenticn: Víctor Ur
quidi, Vicente Sanchez, Eduardo Terrazas, "latín Arrerica 
and World Problans," in Joumal of Interanerican Studies 
and WOrld Affairs, v.24, No.!, Februar:y 1982, pp.3-36. 
9/ See Jorge A. IDzoya and Haydee Birgin (eds.), Social and 
ful.tura! Issues of the New Intematicnal Ecxnanic Order, 
New Yoik, Pergarocn Press, 1981. 
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Chainnan: Prof. Víctor L. Ui:quidi (El Colegio de ~co). 
Sectioo 4: ''North-South Dialogue. " 
Two papers were presented: the first by Prof. David Pol-
lock fran carletcn Uliversity together with Prof. Edgar 
J:bssman fran CERI.AC, York University, and the second by Prof. 
Jorge Alberto Iozoya fran El Colegio de México. 

Prof. Edgar Dossman at the end of his paper added the fol
lc:Ming footnote: 

Yesterday, I defined myself as a wistful optimist; I would 
like to add a third word: a wistful, frustrated optimist. I 
arn so cx:noemed that we see, in both the East-West securi
ty problems and the North-South develoµrent problems, so 
many faoets of the problems that we are alrrost getting a 
ful! feeling of helplessness. This paper was an attempt 
to OCJtE up with sare specific institutional and policy suq
gestioos that oertainly are desirable and might even be 
feasible. 

291 
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Anb. canren. Moreno 
(Maxican Ministry of Foreign Affairs): 

To try and ocmn:mt on OOt.h papers is quite difficult be
cause they are OOt.h stimulating, with new ccn~, ideas 
and different materials. I will try to be as brief as 
possible and to ccnCen.trate en the North-South dialogue. 

We have heard here severa! very interesting things: 
first of all, the concept of the North-South dialogue and 
the role that Maxico and Canada can play is a very inJx>r
tant elerrent in the ocming negotiations for the New Inter -
natianal Eccnanic Order. We have witnessed and have had 
the chance to collaborate in sare of these ccncrete ef
forts and I can assure you that they have been ve:ry help
ful. Both Maxico and canada, as everyl:x:>dy has said 
here, can be, in their own groups, irore understanding of 
the ways that the problems are to be stated. We, between 
us, have been able to bridge sane of the .ccnflicting ele
ments in very many instanoes. Everybody has spaken about 
the caneun. experienoe in which Maxico and Canada played 
an inJx>rtant role. I cari assure you that it was a Maxican 
and canadian diplanatic effort that was the origin of the 
joint presidential camruniqté in which sare of the issues 
were at least reflected. Everyl:x:>dy knCMS that this was a 
ve:ry di.fficult rreeting because it was the first of its 
kind and the level of political perscnalities and the ex
posure to the mass media was ccnstant. Therefore, it was 
not easy to get down to solving the issues but, at least, 
having two days of full discussicn on develq:uent was 
helpful - that is what our cxnclusion is after these 
years. 

The other exarrple I would like to mention is the 
· last UNCTAD meeting, where Maxican and Canadian diplo
mats really were at the heart of the CC1rpranise that fi
nally rnade for the achievem:mt of these so-called pro
grannes of develq:uent and recovery of the world econany. 
It was a canadian Ambassador, I.arry Smith, who was a 
spokesman for Group B in the item, the irost difficult one 
in the ccnferenoe. Difficult in the sense of cxnoeptual 
change in intematicnal organizations, which is not so ad
vanoed as ccnoeptual change in the academic camrunity. 
But we are looking for small advances in the ccnoeptual 
changes whilst trying to achieve a New Intematicnal Eco-
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nanic Order. TOO negotiatioos carried out within Group B 
tried to state that there was an ecx:nanic crisis and not 
cnly a sma.11 reoessicn; this was ene of the main issues 
that cane up. Sooe countries did not even acoept an idea 
of an eocnanic crisis, and, naturally, it was i.np:>ssible 
for the G 77 not to acoept that they were living through 
an eccnanic crisis. As absurdas this would sean, it was 
ene of the big issues in this docunent. 

The role that was played by Canada and ~co really 
makes ne look in a ver:y ccnscientious and optimi.stic way 
th:rough Profs. Pollcx::k and Dossman's ideas. We, ~oo 
and canaaa, can really play saoo positive role in the fu
ture, especially in the future of intematianal organiza
tiais. When we read the statercents of ministers or under -
secretaries in the intematicnal organizatioos, caning 
fran Canada or lEx:Lco, we see that sate of the paragraphs 
are ver:y muen alike. We share rnany ca:cnn:11 abjectives, 
ene especially has been rcentiooed in these discussioos: 
that is the strengthening of the UN. We, as it was said 
:yesterday, really ccnsider the UN to be an instrument 
tmich arranges intematicnal life, and we both have been 
trying to strengthen it. The role that we can play, not 
cnly in this ca:ning G:meral Assercbly but in the future, 
in restructuring the social and ecananic urgencies of the 
UN is ver:y important. We tried an initiative in ECOOOC 
\\hich was not ver:y sucaessful because new ideas or, per
haps, old ideas just put fo:r:ward in a new way, are saie

tines ver:y challenging and upsetting to everybody. There -
fore, decisicns are deferred. we sh.all have a strcng re
spcnsibility tr:ying to reorganize this whole systan of in
stitutioos that has beca:te a real burden for sate of our 
ocnmtries. 

'1here are ver:y rnany ways in which the restructuring 
of the intematicnal organizatioos is dealt with. The 
main elercent in \>bich we could definitely oooperate would, 
perllaps, be the way in which we see the organizaticns. We 
do not see them in the sane way as the superpowers do, and 
this cat1ca1 middle ground will help a lot in bridging ca:n
pranises en these. The idea of tr:ying to have special 
initiatives, as Profs. Polloék and Dossman said, in the 
:regicnal sphere is a ver:y interesting ene and it really 
nerits exploraticn. 

In the Latín Anerican oontext we have been tr:ying to 
coordinate efforts, especially the political effort of 
ccntadora. In the ecanani.c sphere, in SEIA, the es-
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tablishnent of a cxmnittee of actial has just been ap
proved. This ocmnittee 'WOUld support the social and eoo
nanic developrent of Central Anerica, and 'WOUld have, as 
ene of its main trusts, the developing of new ways of ap
pi:oa.ch.ing the intematiaial ocmnunity and cbtaining new 
flows of resouroes for the develcptent of Central Anerica, 
wi.th no political strings attached. The idea is to have 
sare sort of neutral machanism that wi.11 be mainly for 
the purposes of identificatial, as has been nenticned 
here. The Central Anerican oountries are the ooes who 
are going to identify their own neoessities. There is al
ready ene doclment that has been elaborated by them; it 
was produoed for the maeting of the Central Anerican Cowl
tries and the Ecaianic Cmmunity held in Brussels last 
week. These doclments, elaborated wi.th the help of 
ECLA, state many general preoccupations of Central Aner
ica. In this process Central Anerican countries have, 
for the first tille in this difficult situation, net to
gether and elaborated a carm:n statenent on ecxnanic poli
cy. Unfortunately, the mass nedia does not get this news; 
this progress is not interesting enough for the news. This 
is a small effort that is being made in the Central Aneri
can region which can be very much inp:roved if :tesoUl:C6S 
are made available through the Inter-Anerican Bank, the 
ECIA and any institution involved iñ the region. The idea 
is to have everybody concentrate their efforts on certain 
issues. 

O'le of the first issues al \'túch they are trying to 
ccncentrate is to devise a nechanism to help Central Aneri
can countries to maintain their historical levels of trade; 
because, due to the fact that they do not have enough for
eign exchange, they have ñad lots of prd:>lems in ocnpen
sating. Severa! ideas are being stOOied such as trying to 
increase the tille of paymants or trying to change or d:>
tain sana credit for that oc:n¡iensating facility al trade 
so as to keep the regialal trade going. That is ene of 
the main p:roblems and it is very interesting to see that 
at the hemispheric level sana positive action could be 
taken. I .really have my persaial doubts, and I shall not 
enlarge al them, about the situaticn in which the OAS 
ncw finds itself especially sinoo it has not played a .real
ly ~rtant role in the North-South dialogue and in eoo
nanic issues. 

The items that Profs. Dossman and Pollock identified 
as sana of the enes in which ~co and Canada could and 



DISCUSSION 9/27/83, SECOND SESSION 295 

should "WOrk together do not seein to cause us any prablem, 
exoept when we try to pose IID:re precise questions; fer in
stance, trade policy in ba.sic ccmrodities; should short 
tem ccmrodity prioe instability be attenuated to saie 
deg.ree and, if so, hCM? 'lhat is the main problem; -we are 
trying to increase the prioe of ooffee, IIDSt Canadians 
will not like that but it is going to be one of our nego
tiaticns in IDndan this week. The :reason for this is 
that sarebody there is trying to put a lower price on oof -
fee and it is our main export in ccmrodities, we cannot 
mally afforo to lower the prioe. There are other prod
ucts in which oooperation is very difficult, such as cot
tai. Efforts are being roa.de in the Institute of Cotton 
to inaease caisurption of this product; we enoounter oth
er prablems thare. When we try to break it down into 
nnre practica! elements we enoounter IID:re prablerns, al
though in our bilateral :relatioos we have been quite suc
oessful in bridging all these differenoes. 

On the point of technological policy, I would like to 
bring up the idea that it is not only oodes of conduct 
that are needed. What we need is a totally new approach 
to technology sharing. We have been trying to get a new 
oode of canduct on transfer of technology in UNCI'AlJ 
for the last ten years. Sale five paragraphs are holding 
us up which deal with the transnational co:r:poraticns' 
oode of canduct. These sane paragraphs give us prablerns 
with the charter and the NIEO. Questions of sovereign-
ty arise when it cares to transnational oo:r:porations abid
ing by local national laws. We have reached this point 
in the oode of conduct en transfer of technology. The 
tedmical issues have Jro:re or less been taken ca:re of, but 
the oode of canduct has not been approved, even if it has 
been accepted that it is not going to be placed on an obliga
tory, but on a voluntary and provisional ba.sis. It has not 
been possible to finalize it because of all the legal prob
lans. So that is the point at which developing countries 
are now. 

The:refore, what we need is a totall y new way of shar
inq technology, pe.thaps through joint ventu:res on re
search and developrent. Reoently the:re was a neeting in 
Spain trying to establish an Intemational centre of Ex
oellenoe in Biogenetics and Biotechnology; unfortunate-
ly no developed oountry, not even Canada, participated ex -
oept for countries like Spain and Italy. That was very 
sad but what we need is to keep trying and not allow our-
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sel ves to be overcare by frustraticn. we must tJ:y to CXlle 
up with new imaginative ways of p:resenting the possibili
ties of cocperaticn. Ccnf:rcntaticn should be eliminated 
f:ran the table of negotiaticns ~ possible. Fortu
nately in the North-south, canada-Mexioo this canf:rcnta
tion does not arise. 

The:re a:re many inte:resting questicns that should be 
elaborated upen. Mr. LJ:)Zoya pi:qx:>ses many inte:resting 
ideas, al'So, and, naturally, being part of El Colegio; I 
sha:re sare of his thoughts and p:reoccupaticns. I also be
lieve that we can achieve the NIID, perhaps in the 
long run, but we have to do sarething in this field. 

Just as an exanple of hCM difficult it is I brought 
sare of last year' s General Assenbly :resoluticns. I have 
ene that was ver:y difficult to negotiate, it was the last 
ene approved in the Secxnd camnittee. If you :read it you 
will find that it does not sey anything. It is called 
''The IImediate Maasures in Favour of Developing Co\llltries," 
it was adopted in the middle of the econani.c crisis. It 
has two paragraphs that gave lots of problems to the devel
oped countries: ene is the preanble and the other is an 
operative. 

The p:reanble paragraph seys: 
"The General Assenbly is canvinoed that the structural 

ecananic p:roblems facing the developrent of the developing 
countries requi:re solution through a :restructuring of in
temational econani.c :relations within the franewo:rk of t.he 
establishnent of t.he New Inte:mational Econani.c Order. " 

It has four operative paragraphs: 
The first ene says: 
"It ag:rees that oanc:rete innediate action to benefit 

all developing countries should be taken on the p:ressing 
econani.c p:roblems which p:resent a short tenn th:reat to the 
inte:maticna.l camruni ty. " 

The secand ene: 
"affinns that in order to c:reate favourable ccnditicns 

for the developrent of developing countries, developed 
countries should take effective and concrete nea.sures to 
caiplenent the efforts of the developing countries to neet 
t.he p:roblems :resulting f:r:an t.he world econani.c crisis." 

The third ene: 
"calls upen the inte:mational ccmnunity to take innedi

ate nea.sures in t.he a:reas of critica! i.nportance to devel
oping CO\llltries. " 

The fourth me: 
"reaffinns that the present world econanic crisis and, 
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particularly, the cbstacles to developrent of the develqr 
ing oountries are a :result of structural malñmcticning 
and disequilibriurn in present international econanic re
laticns and the:refo:re calls upen the intematicnal ocmru
nity to engage in effective negotiatiais within t.he frane
wmk for restructuring the international econanic relations 
tolilBrds t.he establislment of t.he New Intematicnal Eco
nanic Order. 11 

So you see we had t.he vote aqainst the u. s. aro 22 
abstentiais, all the camruni.ty, and unforti.mately, also can
ada. That was the nDst difficult of the negotiations we 
had last year. we are t:rying to be optimistic and to 
think that this year we can have, per.haps, sare diffe:rent 
versicn of t.he gld>al negotiaticns that we have not been 
able to achieve. I shall not :read those paragraphs which 
have been IIU!led over for five years ncM and which have 
s~ t.he possibility of ccnsensus because of t.he atti
tude which tries to solve ali t.he issues befo:re neeting at 
the table of negotiaticns. The whole thing has just dete
riorated. 

As Mr. IDzoya was saying: t.he real use of t.he UN, 
which has changed a lot, is that it has been t.he forurn 
tileze we have ocntributed to cbanging t.he intematicnal 
law that prevailed when t.he UN was established. To the 
p:>int of the intematicnal and oonventicnal I.aw of t.he Sea 
I shall cnly add t.he nenticn of :resoluticn 2625 of the 
third Ccnfe:renoe en the I.aw of t.he Sea which is the devel
q;mant of t.he principles of friendship and cooperaticn. It 
is a ve:ry inportant :resoluticn in which t.he roa.in princi
ples we:re developed like ve:ry many that we:re not in t.he 
dlart.er because the eoonanic chapter of the charter needs 
to be inproved quite a lot. 

en ve:ry many of the questicns that Mr. I.ozoya pointed 
out I just have ene doubt: t.he:re is sare sort of ocntradic
ticn beb.een the elenent in nuniler 10 and that in nuniler 
13. I believe that t.he real problem. is that the develqr 
ing oountries have a gemine intemal problem of educaticn 
and they are also in a ve:ry difficult positicn to approach 
sy.npathetic Nort.hem structu:res. Taking any developing 
oomit:ry, but not Maxi.oo, it is really inpossible for them 
to send people to lobby for their needs. Even in intema
ticnal organizaticns it is ve:ry difficult to t:ry and ex
plain what is happening and give t.he facts. This could be 
an elenent in a ve:ry limited way. 

The other problem that I want to nenticn is the fol-
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lowi.ng: I totally agree that the UN should be restruc
tured but I do not know if including rrore problems in the 
debate will be ver:y helpful. ene of the favourite Mexi.
can proposals in the camd.ttee of the Cha.rter of the UN, 
which is called scmathing like: ''The Charter of the UN 
and tl;le Strengthening of the Role of the Organization," 
was the eliminatiai of the general debate and \\le had a 
real problem with that proposal and \\le just dropped it. If 
apart fran the general debate \\le are going to have so many 
geueral debates by all these groups, together in the polit
ical fora, then \\le are going to have real problans. Per
haps if \\le devise scma ways of oc:nsultatiai through the 
rrore cancrete fora like the intematiooal organizatiCDS, 
1ike scma technical agencies, then \\le shall have rrore re
sults. The role that scma interest groups are playing al
ready is ver:y useful in oertain matters. Iast year there 
was also a resolutial in the Secand camnittee in which the 
people of health and envirorurent, especially ene ver:y ac
tive ND was consulted and that was on the protection 
against products hannfu1 to health and the envirorurent. It 
was adopted with aie vote against, the U .S. , and the rest 
of the intematiooal camnmity cansider it acoeptable for 
their own intemal, and for intemational purposes ••• 

Prof. Robert Cox 
(York University) : 

I inter.preted my task as being to cament al Prof. I.ozo
ya' s paper. Sinoe his paper and his presentaticn today 
cover a vast range of subjects ver:y briefly, I have taken 
this as a licenoe to cament al a fairly wide range of 
things, many of which \\lere raised by him, but scma of 
which also are an accumulaticn of the ideas that I have 
listen.ea to in the course of these two days of discussial. 

At the outset I would say that I share with him the im
portanoe of the holistic approach, if this neans that \\le 
can only understand the part if we see it in its relatiai
ship to the whole of which it is a part. Possibly \\le have 
a different sense of mat this holistic approach is. My 
usage and practioe is canditicned rrore by the influenoe of 
people like Mari{ Bloch and Fumel Brodell, the Annals 
School of Historians and then by the systems theory or the 
secand law of therm::xlynamics. But we are not here to dis
cuss the epistenological issues and judging by the tenns 
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of saoo of the oonclusicns -we probably a:ce in fairly sub
stantial agreenent. 

The whole that I see is what I would call "an histori
cal structu:ce" by which I mean that the:ce a:ce practices 
and :celaticnships that endure over substantial periods of 
time. These a:ce practices that a:ce built up by h\.11\an ac
tivity: they a:ce not sarething genetically detennined or 
'tiú.ch derive fran sarething outside h\.11\an behaviour; but 
hunan behaviour tends to perpetuate them and the \\'Orld po
litical eocriany is a kind of structu:ce, in this sense, 
'tiú.ch -we have to understand. \'i:! also have to understand 
the possibilities of the transfonnaticns of these struc
tures and the ways in 'Which this happens. My sense of that 
is that the:ce is a dialectic of challenge and :response; 
the:ce a:ce oonflicts that open up possibilities of transfor
maticn which may cease orbe lost. The critica! awraisal 
of any given situaticn is to understand what other oppor
b.mities it opens up and what a:ce the :real opticns, with 
oaisequences that -we can help achieve, as distinct fran, 
perllaps, sare utopian imaginings as to what might be pos
sible. 

To CXJie to the New Intematicnal Eocnanic Order, the 
texm has been used to cover a ve:ry wide range of things 
and I would 1ike to distinguish th:cee aspects which a:ce in -
terrelated but which, ocnoeptually, it is useful to distin
guish while renembering that they do not exist separately 
fran each other. 

In the f irst of these th:cee aspects I would say that 
the NIED is an evolving set of objectives deriving 
fran an intergovei:nnvmtal political process. The te:on is 
used cx:nventicnally with initial capital letters and it is 
perllaps useful to ocnf ine that te:on to the set of abjec-
ti ves that caoo out of that ccntinuing process; it is not 
a final set of abjectives, it is ene that evolves but let 
us cx:nceive that as saoothing that -we can deal with and un
derstand in its limited ocncrete actual historical exis
tence. 

The seccnd aspect is the broader etructu:ce of world 
econanic relations. Two aspects are inportant here: one is 
the intematicnal divisicn of labour and the changes that 
have been abserved in it - the tendencies that a:ce observ
able there. The other is a question that hangs over the fu
ture patteming of intematicnal eocnanic relaticns; essen
tially whether these a:ce going to be :ceccnstructed in sare 
reviva! of an open liberal-type "WOrld eocnany or whether 
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we are settling into a period characterized by increasing 
protecticnism and a frag¡rented "WOrld eccnany of \\hat ene 
might ca.U a "neo-rnercantilist" type. It ma.y not be that 
it is either cne thing or the other but that, even nore 
prcbably, \lle ma.y Uve through a lcng period of a mixture 
of these two tendencies. It is useful sacetimes, again an
alytl.cally, to think of them as a.lnost ideal types and to 
tcy to estima.te \\hat are the tendencies novi.ng us in ene 
directicn or in another of these directicns. 

The third aspect of the general tapie of the North
South issues (which is saceti.rces assured under the title 
of NIED, but I "WOuld rather restrict that title to the 
first of these tlu:ee aspects) is the developten.t strate
gies pursued in different societies. 

I "WOuld like to ccncentrate cn the seocnd and the 
third of the aspects and then to ask the questicn of hCM 
the inte~mnental process of developing goals and ab-
j ecti ves relates to the kind of analysis we can make of the 
structure of the "WOrld eccnany and the opticns as regards 
developten.t strategies. When we care to the structure of 
world eoonany and the issues involved in that I "WOuld like 
to refer back to the t'WO papers by Prof. Urqui.di and Prof. 
Helleiner that we heard yesterday. I persooally left that 
xreeting with a great deal of frustraticn beca.use I felt 
that here was a debate and a discussicn that should have 
opened up and which we just did not have time to pursue. 

I s¡;u two distinct and different visicns in these t'WO 
papers. First of all, in Prof. Helleiner' s paper I saw 
the a:im of a reccnstructicn of the open liberal "WOrld econ
any and Prof. Helleiner's ocnvicticns that this was the 
best kind of "WOrld for the middle power. Seocndly, in 
Prof. Urqui.di's paper I saw a ocnclusicn that it is unlike
ly that this kind of open liberal world eocnany will be re
cxnstructed. Therefore, it is very illportant for coun
tries to ccnsider how they can live, survive and develop 
in a 'WOrld which is neither very liberal nor, pe:rhaps, ful -
ly protecticnist (neo-mercantilist), having in mind partic
ularly the political and social need not to sacrifice a 
significant part of their populaticn to lcng periods of 
misery. The middle power factor is i.Jlix>rtant here beca.use 
these powers prcbably do not have very detennining influ
enoes on the outcace. Middle powers may have marginal in
fluenoe but nostly they will have to live with \\hatever 
kind of world econany is evolving and, therefore, it is 
very illportant for them to be accurate in their analysis 
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of what is happening. My own · instinct is one that in
clines to agree m::>:re with Prof. Urquidi 's assessnent than 
with Prof. Helleiner' s perhaps greater qlt.imism en the 
soo:re of liberal potential. 

Prof. Helleiner said that he wanted to put this in 
the franewo:i:k of an historical pe~ctive and, if I try 
to do that, I can see that the periods of :recent world 
history, in which such a liberal world ecanaey has ex
isted, have been :relatively brief. I would be tenpted to 
put dates to thern in this way and say that the:re was a pe
riod f:ran al:xJut 1846 to approx:irnately 1873: In 1846 the:re 
was the Bank Act in England, the :repeal of the oom laws, 
the opening of the world marlrets en a free trade basis, 
the gradual attenpt to extend both the free trade princi
ple and the practice of the gold standaxd throughout oth
er parts of the oonnected trading world. 1873 was the 
mset of the lcng dep:ressien; a :ret:reat, generally speak
ing, into m::>re protecticnist policies, the beginnings of 
a nore aggressi ve inperialism en the part of the :newer 
eneDJing powers as well as Britain, and a relative less
ening of British ecananic and naval power in relatien to 
the :rest of the world. By sare curious chance the sarre 
dates of the secx:nd period sean to reappear in the 
twentieth century: 

1946 - the assunptien by the U.S. of a respcnsibility 
for eccnanic leadership towards the aim of liberalizing 
the world system with the adq¡tien of the Brettcn Woods 
instituticns which were i.nnediately put into cold storage 
and :replaced by the Marshall Plan which was being consid
ered as a means towards the introduction of the goals 
of the Brettcn Woods instituticns. 

1973 - the ending of the fixed exchange rate princi
ple, the develcp:rent of the floating rate principle, the 
alSet of the oil shock and a perceptien of a relative de
cline of the U.S.'s position in the world and the ques
tioning of its capability as wll as its will to exert 
the sarre kind of leadership that it was able to exert in 
the earlier period. 

There are certain political and econanic conditicns 
which made it feasible for a liberal world econaey to ex
ist during these two relati vely brief periods and the 
nore no:anal candition, historically speaking, is ene in 
which there is a poli tical-eccnanic ri val:ty, the use of 
political instrunents in order to defend national eccnan
ic interests and degenerating f:ran that to open warfare. 
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I aro not suggesting that the future is necessarily a repe
titicn of the era of irrperialism and the two world wars 
that represent that interval, but that v.ie may have to learn 
to Uve with a set of eccnani.c circumstances that are not 
those of a reccnstructed liberal world oz:der. 

If ,I can rrove fran the above statenent, which I sup
pose is me of initial pessimism, to sare assessnent of 
what are the social-political cx:nsequenoes of the kinds of 
policies that have been followed, pursuant to the ~
tian or hope for a reccnstructicn of the liberal world 
econcmy, very sunrnarily I w:iuld suggest that in the core 
oomtries we have witnessed, sinoe the late r 60s and par
ticularly through the '?Os, a significant transition in 
the social-political structure of power in these CO\D'ltries; 
that there has been an end to the social consensus en 
which the welfare state was founded in the postwar period; 
a social consensus in which organized labour, together 
with naticnal industry and govemrrent, wo:r:k together with 
Keynesian managerrent practioes in order to roaintain a kind 
of social carpact within countries that were experiencing 
a period of eccnanic growth. In the '?Os we saw that can
ing apart and we see, pe:i:haps, extrene fo:r:ns in Thatcherism 
and Reaganism but similar policies are pursued in many oth
er countries, including our ONil, in which govemnents are 
placed in a positicn of being anti-mian, in which budgets 
are being cut in such a way as to prejudioe the social 
services that were built up during that period, when small 
businesses are being hurt by the high interest rates, and 
the public servioe, instead of being the principal support 
far the state, has becx:me an cbject of attack by govem
rrent through its budget cuts. 

The whole political-social allianoe in which the core 
countries pursued that period of expanding liberalism has 
sla.11ly been reversed during the past decade. This has led 
to a polarizaticn in which the roaintenance of existing 
practioes still seems to have an electoral majority but 
groups that -were fo:rnerly part of a social carpact are be
ing excluded and put an the defensive. 

In the less-develc.ped countries ane can see a similar 
kind of prablern arising. The types of stabilizatioo pro
grarcrres which have been advocated through the intematioo
al m::netary institutions have been of a kind that tend to 
put the burden of adjustnent en the rn::>St vulnerable sec
tors of the J?OPU].aticn; they have hit the possibility of 
inports by national businesses, they have la-.iered real 
wages, they have increased unezrployrrent. In their extrene 
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fonn they have taken what Prof. Urquidi called the self
destructi ve aspect of the policies pursued by govenments 
like those of Chile and Argentina. The inplicaticns of 
alienating such a vast part of the pcpulatian, includ:ing 
sana parts that had been sharing, as in the case of the 
ocre countries, in the kind of ccnsensual develcpient pol
icy, leads ane, at the extremities, to the dilemna of 
either increasing the level of repressian or ccnfranting 
the prospect of revolutiai. 

The big issue arising out of the debt crisis and the 
ac:carpanying neasuzes is not so much whether the bank will 
be repaid but whether the political structuzes, which have 
been prescribed as :renedies for the crisis, will be strang 
enough for the eccnanic crisis. 'Ibis leads ne to a kind 
of :chetorical-like questiai: Is this crisis ccnjunctural 
or structural? '!'hose \\he have maintained the liberal op
tiai have tended to take the view that this is a ccnjtmc
tural crisis; this is analogous to the kinds of recurrent 
crisis that the capitalist system has had to live through, 
even though this is lmger and nore severe. If we are 
able to survive the bitter m:inetarist nedicine things will 
pick up, CJln'1tll will resune and the system will go an as 
before. If it is a structural crisis then that assurrptiai 
oeases to be valid. Perhaps a better Wér:f of putting it is 
not whether it is ccnjtmctural or structural, but whether 
it is a ccnjtmctural crisis of the traditiaial type. Is 
this so severe that it opens up the possibility of signifi
cant structural change and, if so, what are the avenues of 
change that we might see as the basis of new kinds of ccn
sensus, both in the core cotmtries and in what are nCM the 
peripheral countries? Perhaps, if structural changes of 
the kind that we wish for occur, these ccnoepts of core 
and periphe:cy will cease to be neaningful. 

This leads ne to the tcpic of the altemative develop
nmt strategies and here you will see that I am recalling 
el.enents of the discussiai yesterday and hoping that they 
may get back into the agenda again today. I was struck 
particularly by Prof. Urquidi 's cament that the crisis 
qiened an cpporttmity for cotmtries like M3xico to q>t for 
a different pattem of develcpient, to reorient their 
strategies towards an iílward-oriented pattem of develop
nent. This noming' s discussicns reiterated sare of these 
points in dealing particularly with the questiai of tech
nology which underlined the sama kind of differences I ab
served between Profs. Helleiner and Urquidi yesterday, 
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namely that, oo the canadian side, the:re was a tendency to 
take the forces of tedmology and of the mai:ket as exoge
nous depending on which policy has to be adopted. Whereas, 
oo the Mexi.can side, the:re was IOO:re of a dispositioo to 
say that these a:re oertainly ccnsiderable nenacing forces 
but qur prd:>l.em is hCM to get central of them in the inter
ests of certain social priorities which can be developed 
within our own society. That diffe:renoo seems to ne to be 
a ver:y inportant ane. It is ane that I would li.ke to see 
as being the basis for any further :reflectioo and :research 
that goes oo following this particular meeting. In this 
:respect, I am cxnvinood that the Mexi.can side is way ahead 
of the Canadian side in raising the questioos, pertlaps not 
in finding the answers, but certainly in being awa:re of 
the questioos. 

The sane kind of questioos exist for a countr:y li.ke car.
ada, but I am sanewhat distressed by what seans to me to 
be the absenoo of an effective asking of the questioos as 
yet. In particular, they are not being faced by any of the 
political parties. We do hear tal.k of an industrial poli
cy but I do not see that prd:>l.em of an industrial policy 
being plaoodwithin the franework of an articulaticn of 
clear social goals and of the building up of a new social 
ccnsensus that can be the political basis for an indus
trial policy ccnfrcnting a world that is not going to be 
liberal nor totally protecticnist. This is the a:rea \ole 

must :reflect upan and I do not see it caning out of many 
of the other advanood industrial COlllltries. During the in
te~lectual bankruptcy of Iabour in Britain in the last 
electictn, the prospect of a ooherent alternative to the m:m
etarist prescriptions, which have formed the basis of the 
diagnosis and the policies in reoent years, just does not 
seein to be p:resent. 

We might, in this camectian, also tr:y to begin to 
think the unthinkable, narrely to ccnfrcnt the possibility 
of default, not as an unniitigated disaster but, using a 
te:on less jarring to the ears: "unilateral noratorium," 
maybe as another way of opening up opportunities and not 
necessarily to advocate it but to ccnsider the scenario 
and to ccnsider what kind of ccnsequenoos would follow and, 
particularly, what new social-political base of power 
would be necessar:y to carr:y through tre alternative devel
cptent strategy •. Whe:re then does the NIID, in the lim
ited sense in which I nentianed it, nanely the agenda be
fo:re the UN institutions, figure in relation to these 
broader structural questicns? 
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There has been a curious ccnvergenoe of eccnanic think
:ing fran liberal, Mandan and "dependencia" schools. The 
liberals have produced the product life cycle theory which 
explains how oertain :rcore labour-extensive fanns of manu
facturing are m::>ving into the cheaper labour areas and par
ticular l y Third World areas. Neo-Ma.rxists have seen this as 
ocnfinnation of the tendential law of the falling rate of 
profits and have joined in that analysis. The dependency 
theory has been revised to nove it away fran the develop
nent of underdeveloprent to the ccnoept of dependent capi
talism. In other words, they have all agreed on what is 
hawening, although, perllaps, using different tenns. What 
is happening is the e.nergenoe of a new intemational divi
sicn of labour but ene which operates within the sane pat
tem of developrent, a kind of developrent that is produc
:ing for the elite maikets of the world, far the rich ooun
tries and far the rich of the poor countries. It is produc
:ing the ccnsuner durables, it is not addressing the prcb-
1.ems of basic hunan needs because the econanic demand has 
not been created to make the market work in that directicn. 
Therefore ene can think of the agenda as being essentially 
an argunent over the distribution of the retums fran devel -
c.ptent, the gaining of a greater rreasure of retums far the 
Third World oountries, but not a change in the pattem, in 
the nood of developrent. Sare people have taken that posi
ticn, those who are the Third World critics of the NIEO, 
peroeiving it as still a pei:petuatian of the old mcxlel of 
develc:.prent rather than a :rcovenent towards the kind of 
inward-oriented self-reliant pattem that I believe Prof. 
Urquidi was sketching far us yesterday. 

A oertain degree of ambiguity has entered into the rrean -
:ing of the tenn "self-reliance." On the one hand it does 
nean an altemative developrent, a pattem of developrent 
that is oriented m::>re towards basic needs; a political re
structuring of naticnal matkets so as to rnake that kind of 
orientaticn in production m::>re feasible. en the other hand, 
the tenn has been more or less co-opted by sare who have 
put their hope in the revival of expansicn of the open lib
eral world market; the major vehicle being the direct far
eign investnent of multinaticnal oorporaticns. They have 
brought farth this distincticn between the 'lhird and Fourth 
world; there is a kind of dangerous trap in this, in that 
the newly industrialized countries are ccnoeived as part of 
this integrated world eoonany that can develop acoording to 
the old developrent rrodel, and the so-callea Fourth World rep-



306 RELATIONS BETWEEN MEXICO AND CANADA 

resents a perception which has emerged since about 1968. 
Before that date nost of the doctrine assurced that there 
would be a kmd of gleba! trick.le-down factor, that those 
that were furthest behind woul.d sarehow be dragged alcng 
mto the developrent prooess. 

Arol.ll'ld 1968-1969, there was an inportant ideological 
break with the identificaticn of a Fourth World which 
\VOuld not develop. Consequently, it was necessacy to intro
duce a separate set of neasures, supported by the world ll1 -
stitutions, to prevent this hopeless element of the world 
econany fran destabilizmg developrent ll1 the rest of the 
world. I would cate back. to the critica! inportance, in 
connection with this whole set of prcblen5 raised by the 
NIID, of confronting the opportl.ll1ity of alternative pat
terns of develcprent, of explormg these m:>re thoroughly 
and, particularly, of not neglecting the questicn of the 
necessacy política! and social base without the support of 
which no kind of prograrme would be feasible. 

That was a kind of marginal c::cnm:mt en what Prof. I.ozo
ya said without it being a point-by-point ccmnent. I 00pe 
it may encourage Prof. Oz:quidi to elaborate also en sare 
of the pomts he raised yesterday. 

Prof. David Pollock. 
(Carletcn University): 

I agree with Amb. canren r-breno's openmg c::cnm:mts that 
shared the preoccupation of Prof. Dossman and mine and ccn
sidered the roles of canada and M9xi.co as bemg inportant 
to the ongoing North-South dialogue and, in particular, 
her enphasis on the fact that both countries, and related 
middle paiver strategy of like-minded countries, could play 
a positive role ll1 that dialogue. In particular ;r think 
she enphasized it because that would strenghten the UN 
syste.m and, as she said, we, the middie paivers, do not see 
the UN system the way the superpowers do. I could not 
agree more. 

I am also ll1 total agreenent with her pomt to the effect 
that regional initiatives nerit further exploratian; not 
cnly Contadora, but also ll1 the ecananic sphere. I was 
aware of the SEIA activitv in Brussels ar.d of ths 
Inter-American Bank activities; it was not quite what Mr. 
Dossman and I had ll1 mind by study, it was, ll1 essence, a 
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very practica! collectien of projects that could be ilrple
manted 'When, and as, or even befare, stability retumed. 
It was not quite the ccncept that we had of looking at 
Central Anerica, the way ane would view the regien for a 
cxnoerted, eccnanic and social reconstructien and develop
ment. A good start, but not quite as ambitious a one as I 
'WOU!d like canaaa to seek to finance. 

She said she had doubts about the OAS but \<VOuld 
not cament en them, I share that too. 

01 trade policy she did not have any caments except 
for the prd:>l.em of how to start. we c:ertainl y agree that 
primary product price stabilization or price strength
ening is difficult; that has leng been the case. we do 
suggest two approaches: intematienal ccmoodi.ty market or
ganizatien but not as big as the UNCI'AD integrated 
ccmoodi.ty prograrme or, if cc.rrrocxlity market organizatien 
disturbs· sareaie because of ideological constraints en in
terventien, we suggest carpmsatory financing facili ty. 
The issue, after all, is to stabilize foreign exchange 
eamings and not the eamings of a given ccmrodi.ty. 

Q1 technology she has a very ~rful argtment: that 
instead of focussing so narrowly on the code of conduct, 
which is really going nowhere, she \<VOuld like to th:i.nk of 
a totally new approach to technology sharing. we are can
pletely in agreem:mt but were being a little m::>dest in 
the paper. 

The enly final cament I shall make is ane that Prof. 
Urquidi said: "Do you find yourself as a wistful optimist 
IlCM or as a wistful pessimist?" I do not think I am a 
pessimist, I like a good fight and I'd just like to see the 
develq>ing countries and canada focus en a tactic or cn a 
strategy. 

I was with Dr. Prebisch in UNCTAD 1 and 2 when 
the situatien was ve'rl( bleak. There was no such thing as 
a North-South dialogue, it was just starting. There was 
a cxnsiderable anount of disagreement but it did start 
scmathing. It did not· have sucoesses but that stage in 
history had to occur, "concientizaci6n." The SOuth had 
to explain to the North why it was disturbed with the way 
the system was \<VOrking. That was a ccnflict of ideas. 
Then carre a struggle through ccnferenc:es en policies. 
That failed. What I am suggesting is that we should not 
fight against ideology and not hang in en great big 
NIEO shopping lists, but to take a few points in can-
IIO'l for the lik.e-minded countries; North and South to-
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gether see sare agreenent arocng thernselves and they then 
bring those with extrerre ideas together. 

I ask myself what "WOuld Canada and 1-Exico do dif
ferentl y in the future than in the past to help anwards 
either the East-west security or the North-South develop
rrent levels. That is what Prof. Dossman and I focussed 
upen. All this paper tried to do was to focus an a few 
practica! areas where I do not think there "WOuld be that 
rnuch difficulty in cant.errplating the energenoe of a new 
constituency, not creating any new machinery, nor any 
new policies but finding sare overlapping areas an the 
circle of North and South. 

Prof. Jorge Alberto I.Dzoya 
(El Colegio de Mfud.co) : 

I "WOuld just like to say a few "WOrds. First: Arrb. ID-
reno' s remarkable presen..tatian again shows me that rnulti -
lateral diplanacy is an extrerrely invigorating profes
sian about which the populaoe should know m::>re. I be
lieve that life itself has no resoluticn, that it is a 
prooess. My insistenoe, for instanoe, is that the strug
gle is extremely inportant and, taking into account the 
point of view of the developing countries, our populaoe, 
starting with the academic 'WOrld and then the people 
thernsel ves, should know m::>re about what this diplanacy 
is all about; such as, for example, the difficulties of 
the prooess for the developing countries. The difficul
ties are very invigorating. 

I am not so sure that the South cannot put its capa
bilities together to express its purposes and tactics to 
syrrpathetic forces in the North. If we could just 0rqa
nize ourselves and have the purpose of doing it, there 
"WOuld be 'IDre syrrpathetic voioes in the North than we 
would expect. We also spend a lot of time and resouroes 
getting in touch with the wrcng forces, so there rnust be 
sare way of getting in touch with the right ones. We are, 
of course, talking of two different things when Amb. ID-
reno says that opening the UN to rrore forces 1N0uld be 
putting m::>re prcblems into the debate and make her jcb 
m::>re difficult; she is a governrrent representative and 
that is the way she would natural! y react. Her role is 
to say that and mine is to ask for rrore openness. Sinre 
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we are both on the right side of the fenoe, we are sharing 
the sane purpose; ene is a short-tenn issue and the other 
is a lcng-tenn ene. 

I fully agree with Mr. Cox that my remarks were on the 
basis of a practioe and relaticnships that endure and are 
built up by hunan activity. That is the c:nly purpose: por
traying or showing or witnessing them. And it sanetimes has 
extrarely infuriating and depressing rranants, but the pos
sibility of finding :responses to the challenges is there. 
I was referring to Niill as a progranme of action. You 
can read resolution 3201 of the 29th Plenary Meeting of 
the 1974 General Assembly as well as resolution 3202 of 
the sama neeting. There you will find both the declaration 
and the programrce of acticn of NIID. It is an interest-
ing and ver:y wide docunent, full of cantradictions, but 
still iltiX>rtant. 

My enly point of canoem as to what Mr. Cox just said 
is prcbably about the interpretation of the tenn self
reliance. Personal! y my understanding of the tenn would be 
closer to Mr. U:rquidi 's interpretation. I arn quite frank
ly, politically speaking, a little concerned, in a nega
tive way, about this 'lhird and Fourth World matter. As I 
made it clear previously, I do not think that this midpower 
gane is ene that is going to be profitable fer countries 
like Maxico, or Egypt, or Argentina, that we are going to 
make it if we behave p:roperly. These newly industrialized 
oountries are to be divided according to self-relianoes: 
ene fer the Third World and ene fer the Fourth World. We 
belong to the Third World and others will have to change 
ever:ything and other eotmtries with the sane GNP could 
prd:lably fellow the sane line. If I understood it cor
rectly I would not agree with it. Maxico and cana.da are 
not the sane when considering the welfare of the popula
tiai. we are not a mid power, we could be a strong govem
nent when it cx:rces to deciding at the UN, but we are ver:y 
peor in tenns of what the populaoe has in the way of edu
cation, health and housing; this is not ottawa or Toronto. 
~co City and El Colegio can look ver:y m::ldem, but there 
is still a lcng way to go. My inpressioo is that we have 
to change and to rely upon ourselves in a different way, inter
nally, across the South and vis-a-vis what we have in the 
North. I arn proba.bl y misinterpreting sane part of Mr. 
Cox's very interesting global ccmnents. 
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Prof. Rabert Cox 
(York University): 

I think it was perh.aps because it was getting towards the 
end of the sessicn that I was not as clear as I should 
have been. I tnderstand, as Prof. I.ozoya does, the nean
ning of self-reliance and I wish to manifest my support 
for that ocncept as being the basis of an altemative de
veloprent strategy. This is the inportant thing to be fo
cussed on. I was onl y, as a kind of footnote, signalling 
that the tenn has been co-opted by people who are not 
thinking of it in that way. I am not sure that this is 
always ver:y clear, but the World Bank has taken over sane 
aspect of the tenn to nean the policies that would be ap
plied at the margin of the "WOrld eocnaf!Y, for those tn
able to be integrated, but that the main thrust should be 
the evolution of the old developnent rcodel. This is a 
kind of what I might call a "do-it-yourself welfare pro
granma" for the poorest cotntries. That fonn of self
reliance, it seems to Jre, is contrary to the concept which 
Prof. I.ozoya has advanced of an altemative developrent 
strategy; it is a non-developnent strategy and we nrust 
recognize that and be aware of the danger of being 
tricked by this use of tenns. 

The floor is opened for discussion: 

Prof. Edgar Dossman 
(CERI.AC, York University) : 

I do think that the fundanen.tal proolem is :really ene of 
strategy and in Canada, prOOably for the first ti.ne in 
many years, the:re is a sort of beginning of a fundanen.tal 
rethinking of industrial strategy, not only the likeli
hood of the persistenoe of ver:y high unerrploynent but 
also the real difficulties that Canada is going to face 
irore generan y in the intematianal eocnaf!Y. The possi
bility of ccncept innovation to start this :rethinking 
"WOuld benefit by a Canada-~cx:> focus. The:re are many 
other possibilities as well, but if one \\lOUld try to find 
an avem:e for a rich potential for this kind of rethink-
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ing of industrial strategy, at least fran our perspecti ve, 
it would be really hard to find a better partner than t<Exi
oo, precisely because it is very different. 

In that sense, as suggested by Prof. Pollock, the no
ticn of a majar research programe, looking at the issue 
of style or nvdels of developrent but with substantial 
funding, oould build fran existing institutions such as 
IDRC which, theoretically, has that mandate anyway and 
offer a bridge between the nore fundanental theoretical is
sues involved in the North-SOuth question, as suggested by 
Mr. Cox, as well as neeting the requirerrents fer doing 
sa1ething right éMaY. The sane question of protecting nod
els of developrent in different tiers of countries goes 
also fer the notion of canaaa and other countries getting 
IIDre involved in areas where a nvdel of develc:prent is in
deed at stake. 

It could be argued that one interesting dinension of 
the central Arcerican crisis is precisely the inccmpatibili
ty of a nvdel of develc:prent. Nicaragua, a small country, 
is certainly no military threat to the U .S. Nevertheless, 
i.ncarpatibility is felt between that nvdel and the in
herited u.s. acncept of national security required by Wash
ington; that is, a certain political, ecananic and cultural 
orthodoxy. Countries like canada and t<Exico, even though 
they may not agree with the goals of the revolution, alla-1 
the concept of providing this Fourth World with political 
space in the hemisphere to try out new ideas and to im
plenen t them .i.nnediately. sane bridging will ge on beb.ieen 
this broader theoretical thrust and practica! policy acn
siderations of the day. In the case of central Arcerica, it 
oou1d be argued that this kind of political space, or the 
protection of political space, is reaching a very critica! 
m:mmt. 

A CANADIAN DEIEGATE: 

I wou1d like to cament on Amb. M:>reno' s remarks about the 
multilateral institutions. We must t?:y to protect these 
institutions, the UN and OAS, and do our utrrost to re
kindle, to revive, the spirit of 1945, that is fer the UN 
anyway. Recently recovering fran the terrible experience 
of the 1939-1945 war, people were rrore inclined to be gener
ous in their views and approaches to world problems. Multi-
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lateral institutions can have a f:resh start, if they need 
to be reshaped, reoonsidered in their fo:rm: let us not 
run away fran this respcnsibility of doing just that. If 
these institutions respcnded or answered to the needs 
then, of 1945, for the UN, then let us fix the objec
tives and goals of these instituticns to the present 
needs. If we were to do that we would accarplish a great 
deal. 

Mr. Wright: 

I have a questien for Mr. Cox which will probably make 
him sigh with exasperatien at the lack of cmp:rehensien 
of his listeners. You put a lot of enphasis en develop
ing the J?Olitical and social consensus behind industrial 
develcpcent J?Olicies and if, in fact, we have reached an 
end of ideology, then what symbols can you use to organize 
that oonsensus? HCM do you do that? In a develq>ed coun
tcy like canada hCM do we do that? What ercoticnal basis 
can you find to build the kind of consensus that I think 
you very rightly say is necessary? 

Mr. Cox's (York University) 
answer to Mr. Wright' s quasticns: 

I am not sure that I woul.d agree that we have reached the 
end of ideology, we are in an era of flourishing ideolo
gies and sooe of the people who are rrost ideological are 
those who maintain that they are not ideological. Ideolo
gy is a way of perceiving the world and of interpreting 
actions in relatien to those perceptions, that is sooe
thing that we live with and it is not going to go away. 

As to the basis of consensus, I cannot give you an 
answer to that questien because that is the big p:rd>lem 
that we have to work with. We can see what has hawened 
in the past and, at this J?Oint, I cannot give a prescrip
tien for the future. But let us take an instanoe: ene of 
the key actors in dealing with the fiscal crisis of New 
York City was Felix Roheigen. He, to rrw mind, is one of 
the people who have cace out with sana ideas for an alter
native eo:nanic strategy in the u.s. and, perhaps, influ-
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enoed very much by his eJqJerience in dealing with the New 
York situaticn. New York is a kind of city which would be 
ungovernable without the major eccnanic and social orga
nized forces being brought into the picture. What they did 
was to try to negotiate, I cannot :cenenber the specifics 
of it, I renember there was a great deal of pain and an
guish at the tima but it was dealt with an the basis of 
trying to build up a social carpact that would be politi
cally acoeptable to a very substantial part of the articu
late organized populaticn of the tima. 

The problan that we face in our, what I could loosely 
call, core countries now is that the old welfare state can
sensus has been reversed, the governrrents have slowly re
jected it and it is cnly looking backwards that you re
alize the extent to which that has been turned around, but 
nothing else has been put in its place except a kind of ap
peal to generalized populace type sentinents. I do not 
see that as a very finn basis for long-range developrent 
strategy. I am therefore posing a problan, I am not giv
ing the answers but I believe that Mr. Dossman joined ne 
there in saying that we really need to focus m:>re an this 
questian of strategy. The fact that our political parties 
have not c:me up with ccherent altematives is indicative 
of the cantinuance of this problem; even those that you 
might have thought would c:me up with these altematives 
ha.ve not been able to. I am just raising the question, I 
wish I oould carry it further but I do not think I can. 

Cll.ai:anan Prof. Victor L. Urquidi 
(El Colegio de México): 

'Ble North-South dialogue sanetimas seems to ne like ooe of 
those endless soccer or f ootball ganes 'Where nobody shoots 
at the goalkeeper. There is no camti:tment to win nor to 
ac:hieve an abjective. 

Ckle oould oament at great length about the papers pre
sented by Profs. Pollock and Lozoya, but I would like to 
SO!f that if we are talking of various fonns of finding 
ways through middle powers to .inprove the approach to the 
North-South dialogue and the issues around, if there is no 
CXJllllit:mant an the part of the North, if Canada has no 
clear carmit:mant, there is not really very much you can 
achieve. This is why I am not very optimistic. I find 
llk'.lSt of Prof. Pollock's proposals rather bland: it is po-
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lite, it is nice, it is a sort of wishful thinking, but 
one is not very convinced that much ground could be gained 
in the kind of things that he is suggesting for Mexico 
and Canada because, as Prof. I.Dzoya said, the:re are very 
rnany underlying problems which do not cc:ne to the surface 
in discussions such as these, but which do determine the 
positions countries tak.e. 

Another point is that gove:rnrrents go to the UN and 
say all the things they say and spend these endless hours, 
nights, drafting these cperative and p:rearrbular para
graphs, little words and CXJitnlaS he:re and the:re. I have 
been in that, I spent a vmole assernbly once discussing 
ccmras. They tak.e positions that saretirres have nothing 
to do with vmat is happening in the countries. Che gets 
that feeling when r-exico tak.es leadership in the 77 with 
various nuances according to vmo is p:resident. That is 
not a :reflection of the kind of problems that Matico is 
dealing with in its avI'l develoµrent which it has to work 
out in a diffe:rent way, either bilaterally or on its avr'l. 

I am su:re this is the case with Algeria and Yugoslavia 
and rnany others that v.ie kna.v, that are so praninent in 
the nonaligned rrovement or in the Group of 77. 

Likewise, as I was suggesting yesterday, the North is 
not all that haoogeneous, the:re are, of course, he:re and 
the:re, those opportunities in the attitudes of certain 
govenurents, but they cannot go very far. ene is left 
with the feeling that the North is certainly not willing 
to change its path, or that if it does it is like a very 
slow-rroving elephant and you will not see any real change 
for an awful long ti.ne. The:refo:re, from the South v.ie are 
faced with a North that is not exactly nonolithic but it 
is the:re and it is not going to change very much, it has 
had a lot of power in world history, in the world econamy; 
it got terribly th:reatened by the OPEC's sudden power 
over oil, i t bounced back and v.ieakened OPEC or 
OP.a:'. weakened itself also because they were innature 
and the North is still vmat it has always been. We are 
rroving along perllaps sarewhat into the a:rea of the world 
econcmy as v.ie kna.v i t in the North, but that is slightl y 
deceptive because v.ie have such deep structural prablems 
that v.ie might not be able to do that. I do not see Bra
zil becaming another Sv.ieden or r-Exico becaning another can
ada or Singapore or South Korea becaning another Switzer
land. We have our CMl'l problems, they are very deep: v.ie 
have the population gra.vth, the trerrendous rural areas of 
la.v productivity and enornous rigidities in trying to do 
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saoothing about these ba.ck.ward parts of our countries: Bra -
zil, Maxico, India, etc. There is a trenendous resistanoe 
to new ideas, tliere has not been :much of an iCleology an de -
veloprent in the SOuth, except for what ECIA carre up with 
in the '50s: inport substi tution wi th sane notion of the 
need for structural change; there have been so many new 
problems which have not even been absorbed into that think
ing. When one throws out two or three ideas li.ke in that 
paper Professor Lozoya kindly referred to, it is true we 
have got no reactians, no cxranents, peq>le are too lazy to 
start thinking of sarething new, exoept in a very theoret
ical way, the thinking of new utopias. I think a lot of 
the NIED as a utopia and you hear about it at the lo-
cal leve! also, indigenous develcprent and man.y extrete 
fODDS of self-relianoe that are proposed by peq>le in Afri -
ca, Asia, etc. There is a difficulty of going fran those 
utopias to sarething that will work, will respect :funda
neital cbjectives, but that would also be practica! and 
work because you cnly progress through oertain fonns of in
dustries and social organizatians and not by regressing to 
Bonieo or to sane East T:i.nor kind of society. 

I do not think that what was said here this aftemoon 
indicated that the speakers are ver.y far apart; there was 
en¡;tlasis of different kinds. Mr. Cox roa.de a ver.y irrp:>r
tant statement saying that if the present crisis is judged 
as ccnjtm.ctural, it does open up opporttm.ities for struc
tural change. I do not fully share that view. I think 
that there are structural problems in all the areas, but 
it is a ver.y deep ccnjtm.ctural crisis and a cyclical cri
sis. Here is a trenendous seccnd Great World Depression 
and we are now ccnoemed with the short tenn, the inmadi.
ate, the liquidity, but we should take the opporttm.ity to 
introduce such changes, perhaps not radical utopian change 
but suc:h changes as will set us an a better path that will 
achieve growth with IIDre social justioe and i.rrprovenent of 
basic living ccnditians. If 110 or 115 millian people in 
Iatin Anerica are undemourished then there is sarething 
wrcng with everything we are doing and it is going to be 
irore so by the end of the oentury if we ccntinue alcng the 
paths we have been following. 

I arn ver.y wary of all those who say we must transfonn 
eve:rything through a socialist system, because the cnl y ex -
perienoes we have had with socialist systems, like Cuba, 
nean the loss of your freedan and I do not share that. If 
sarebody wants to lose his freedan and thinks people 
should lose theirs to achieve sane kind of security in 
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health, educatiai, food, well that is all right for him. 
I do not believe that, I do not share it. I do not think 
that the Cllban experienoe can be repeated so easily, not 
even in Nicaragua; it is a diffenmt oontext, it has many 
diffenmt factors. 

we have to work with ideas so much 100re, with thinking 
things through in the :nedium and laig tenn; there is too 
much oonoentration on the short tenn especially am:ngst 
eoonanists in Mexico, they are aily oonoemed with the im
:nediate situatian. There is no long-tenn thinking in this 
com.try, exoept in a very vague rll.etorical fashian; "trim. -
falistas" saoot:ilres in the sense that we are going to cate 
through and bec:ate a great pc::1W9r. 

I kno.v that in your com.try you do have groups looking 
at the long-tenn resources prcblems (there is a negative 
response in the audience); you do not? I read about think
tanks and so ai. The u. S. made saoo attenpts, there is 
this Glcbal 2000 thing and there are groups in other com.
tries. There is nothing here, and there is not much in 
the rest of La.tin Anerica except, in very utopian ways, 
the Bariloche group that the IDRC got hooked an so bad-
1 y, and practically nothing else except for saoo utopian 
Brazilians whan I kno.v. This is the prcblem we are facing. 
No.v, to link it with NIEO: I, unfortunately, do not 
share Prof. IDzoya's very optimistic, al100st dogmatic 
faith in the NIEO. I just do not think it can be 
achieved by proclaiming it, whatever resolutions are passed 
in the UN. we have to "WC>rk at issues and al so follOl.<l up. 
Here I go alaig with Prof. Pollock's idea: the like-minded 
com.tries working at issues, work.ing out prcblems. You 
can sign all the resolutians you lik.e at the UN, but you 
are not going to get anywhere in that directiai - glcbal 
negotiatiais and all that are naisense, you will get saoo
where if you work at issues and you have clear objectives 
in mind and you fight for them. Be persevering ! This ap
plies to our relaticns with canada, as it applies to our 
relatiais with other Northem com.tries; it applies to op
portm.ities with the u.s. as a negative bloc in frcnt of 
us. we should take every possible advantage of all the q?
porttm.ities that this crisis gives us, to find ways out 
even if they are not the ideal situatiais. 

In that sense I am not a wistful pessiroist; I am a lit
tle optimistic in the sense that if \lle think hard enough 
\lle cati find these ways, but if \lle get detoured by rhetoric, 
by utopian solutiais, then \lle are just going to remain as 
\lle are. 
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CANADA AND CENTRAL AMERICA: 
STANDING ON THE SIDE OF THE FUTURE 

Hon. Maurice Dupres 

It is a pleasure and hcnour for ne to participate in this 
cx:nference. I feel that in visiting Mexico City anee again, 
I am am::ing frien.ds. The House of Ccmrons subccmni ttee on 
canada's :relations with Latín Anerica and the caribbean 
-of which I had the honour to be chainnan- visited Mexico 
twioe during the course of its work. My colleagues and I 
found in Mexico City a rich souroe of knowledge of Latín 
American and world affairs and a sensibility with which 
many of us syrrpathized. For all these :reasons, I arn happy 
to be back. 

I have been asked to participate in a discussion of can
ada and Central America. I do so eagerly because, like 
evei:yane he:re today, I arn deeply ccncemed about the un
folding tragedy of Central Anerica. The House of camons 
subccmnittee had the grim experience of warning our gov
errment of the danger of things grcMing worse in the isth
mus and then watching our fears unfold. At the sane tine I 
remain heartened -as do many canadians- by the efforts of 
the Contadora Group to p:i:aoote the politics of peace. And, 
in particular, Canadians admire the steadfastness of Mexioo 
in developing and applying its CMil policies for Central Amer
ica while maintaining clase :relations with the 'United 
States, the g:reat neighbour of both our oountries. 

I will describe briefly Canada's inte:rests, percepticns 
and policies in Central Anerica. Befo:re doing so, ~ver, 
I would like to take a few minutes to sketch the broader 
picture of Canada' s grcMing awareness of Latín A"'llerica. 
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CANADA 'S AWAKENING INTEREsr IN IATIN AMERICA 

When our parliarrentary sul:xxmnittee began its VJOrk in the 
spring of 1981, a senior canadian official ccmrented that 
Latin Arcerica was the great neglected area of canadian for
eign,policy. It was treated as a side issue, peripheral 
to our interests in the \\lOrld. Today the situation is 
very different. canadian interest, both political and pri
vate, has grown enonrously. Why the sud.den change? 

In part, crisis is the :rrother of attention. The British
Argentina War, the violence in Central Arnerica, the 
debt crisis which afflicts this great coi.mtry and many of 
its neighbours - the nedia attention to these events has 
no doubt aroused canadian interest in Latin Arcerica. But 
there is more to it than that. 

The fact is that in the past few years' canadians have 
begun, belatedly, to recognize their own stake in the fu
ture of this hemisphere. I cite only two examples of .imre
diate self-interest:. the five major canadian banks have 
$22.3 billion in assets in Latin Arcerica and the caribbean 
canpared with $1.8 billion in Africa and the Middle East 
and $12.8 billion in the entire Asia-Pacific regicn; and 
sc:ne 40 percent of canadian oil imports ccrre fran ~co 
and Venezuela through troubled waters. These and a host 
of political, econanic and just plain human considerations 
led the members of the parliarrentary sul:xxmnittee to a 
unanim::::>us conclusion and recomnendation: 

There is no region of the South which is of great
er econanic significance to canada or in which do
nestic and international events :iltlpact more di
rectly upan canada ••• Accordingly the sub
conmittee recorranends that the government give a much 
higher priority than it has in the past to Canada's 
relations with Latin Arnerica and the Caribbean. 

It is not my intention to describe in detail the poli
cies which canada can and should pursue in Latin Arcerica. 
Suffice it to say that canadians have no desire for their 
coi.mtry to be the pale shadow of any other coi.mtry's poli
cies. canada has its own approach to international rela
tions and to econanic develoµrent. canadians want the ap
proach put into practical action. 

As the subcomnittee saw it, t.'1e central objective of 
canadian policy should be the prarotion of stability 
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through econanic and social develqmant, encouragement of 
respect for human rights and the strengthening of mutually 
beneficia! ccmrercial relatic:ns. In additian-and per
haps rrost importantly in current circumstances- canada 
should bring its traditic:n of internatianalism to bear in 
the building of hemispheric institutions and the peaoeful 
:resolutian of canflict. With those few observatians as 
backgromi.d, I wi.11 now tum to the subject of canada and 
Central Anerica. 

c.ANADA AND CENTRAL AMERICA: THE CANADIAN VIEW 

The:re can be few areas in the wor ld which, at first glanoe, 
represent so stark a contrast with canada as does Cen-
tral Anerica. Tiny, in the main poor, terribly vulnerable 
countries have long histories of repressian and violenoe. 
And it is the case that Cariadian contact with Central Ari:er
ica has, until recently, been quite rrodest. Trade fig
ures are tiny, Canada has only t...o diplanatic missions in 
the area, develqmant assistance is on the increase but 
still small. Why then the Canadian interest? 

It springs first and forenost fran a humanitarian im
pulse. Central Anerica is seen by Canadians as a regian 
now reaping a bitter harvest of oubooded. and mi.just tradi
ticns at the sane ti.ne that intem.atianal econanic forces 
are llPSt adverse. In many parts of Central Anerica, and 
particularly in El Salvador, ~ see with shock and horror 
wi.despread violatians of eleman.tary human rights, atroci
ties, torture, massacres and murder en an appalling scale. 
In the Canadian view, Central Anerica must recreate itself 
politically and IOC>rally while at the sane ti.ne coping wi.th 
overwhelming econanic pressures. In all this it can use 
m:>:re than a little help fran its friends. 

Canadians are also deeply conoemed by the ever-
growing danger of the Central Anerican oonf lict widening and 
intensifying. The fire in the regic:n is fanned by major 
outside forces. It has been the clear and consistent posi
ticn of the Cariadian governnent that the troubles of Cen
tral Anerica are primarily indigenous, as must be the solu
tians. Mr. MacGuigan, the fo:r:mar Secretary of State ob
served in March 1982: 

Instabili ty in Central Anerica -and in rrost other 
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cases in the Third W;)rld- is not a product of 
East-west rivalry. It is a product of poverty, 
the unfair distributiai of \'l0al.th and social in
justioe. Instability feeds ai poverty and injus
tioe. East-west rivalries flow in its wake. I 
can think of few exanples when the process has 
been the other way around. 

In this state.nent, Mr. MacQ.li.gan was speaking for the 
camon political view in Canada, irrespective of party. It 
was a view sb:cngly held by virtually all nembers of the 
House of Cacm:ns subcx:mnittee. 

Most Canadians see darocratic, refoi:mist politics as 
the best hope for central Anerica. But it is the Canadian 
view that the people of central Atrerica themselves should 
be free to make their own choice and that such choioes 
should not autana.tically be viewed through a strategic 
prism. It is in advancing a doctrine of ideological plural -
ism that Canadian perspectives differ nost mai:kedly fran 
the current outlook of the u.s. government. This is a suf
ficiently inportant point that I quote fran a Februacy 
state.nent by the Pr:ine Minister: 

In our view states have the right to follow what
ever ideological path their peoples decide. When 
a country chooses a socialist or even Marxist path 
it does not neoessarily buy a ''package" which au
tana.tically injects it into the Soviet oi::bit ••• 

The intemal systems adopted by countries of 
Latín Atrerica and the carililean, whatever these 
systeJ:IB may be, do not in themsel ves pose a se
curity threat to this hemisphere. It is aily when 
countries adcpt systems which deliberately inject 
East-west rivalry or seek to destabilize their 
neighbours that a threat is posed ••• 

Thus 'l.'2 prefer to let countries choose their 
own paths for their own developrent. If they keep 
their social and humanitarian cbligaticns to their 
people in the foref:rait of their acticns, they 
will have Canada's help. 

Cl\NADA .PND CENTRAL AMERICA: CANADD\N POLICY 

It nust be enphasized that Canada is mainly the cbserver, 
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not the shaper of events in Central Arrerica. The oppor
tuni.ties to translate our viewpoint into effective policy 
are limited. This is particularly the case when it cares 
to canada' s response to u. s. policy. 

It need hardly be said that there are differences be
t:ween canadian and Arrerican approaches to Central Arrerica. 
There are the deepest rnisgivings in canada about the ap
plication of rnilitary solutions to Central Arrerica. It 
has, for example, been a ccnsistent positic:n of the cana
dian government that the introduction of offensive ~ap
ais into the isthrmls fran all outside sources should be 
tellllinated. The House of Carm:ns subccmnittee, carrqx>sed 
of representatives of all three political parties, sug
gested that three candi tions had to be met for elections 
in El Salvador to cantribute positively to the making of 
peace: - an intemationally supervised cease-fire, seri
ous negotiations between all parties to the coo.flict and 
an intemationally supervised electoral process en the 
Zimbabwe m::xlel. 

At the sama time, the canadian gove.rnment -if not 
the Canadian people- has generally refrained fran direct, 
public criticism of U.S. policy. In part this is the prod
uct of a desire not to daroage relations with the United 
States, in part it reflects a measure of syrrpathy in cana
da for the u.s. oojective of preventing a radical left 
victory through violence in El Salvador. In the main, 
however, canada's quiet diplanacy is based en the percep
tioo that Central Arrerica is far nore inportant to the 
Uli.ted States than it is to canada. overt criticism of 
u.s. policy is seen as a kind of kibitzing in a tragedy. 

In general, canada has quietly pursued its own ap
proaches to Central Arrerica wltile keeping criticism of 
others to a mi.nimurn. It has stood willing to support a 
negotiated settlement without very actively praroting ini
tiatives. OUr diplanacy has been both quiet and, perhaps, 
passive. 

'!he gove:rnnent has emphasized a "developrental" ap
proach to the region by substantially increasing its aid 
b\Xiget ($100 rnillion) for the next five years. It has 
given practica! expression to the principle of pluralism 
by oontinuing aid to Nicaragua and resisting U. S. efforts 
to inject politics into the intemational financia! insti
tutioos. At a Jtme meeting of the Inter-Arrerican Develop -
ment Bank, the canadian director j oined West European and 
Latin Arrerican representatives in disapproving of a U.S. 
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veto of a $2.2 mi.ilion loan to build rural roads in Nica
ragua. In respc:nse to the U.S. oontention that Nicara
gua's "macroeoona:ni.c policies" prevent develq:mant of the 
co\.ll'ltry, the canadian director :remarlred: "Right now we ':re 
dealing with a case of finishing a small road. I don 't 
see what :relaticn this could have with the macroeccnanic 
policies of the country." 

In developing its policy, Canada has walked softly and 
carried no stick. at ali. The G:>venment has repeatedly 
stated that it has no intenticn of providing military as
sistanoe or offering a canadian military p:resence even to 
a fella.v catm:mJealth co\.ll'ltry like Belize. The Prilte 
Minister has surmed up the matter: 

We have ccnsistently chosen to address hemisphe
ric tensions fram their economic and social causes, 
being equipped neither by a:rrbition nor by capacity 
to pursue military soluticns or grand strategic 
designs. 

STANDING CN THE SILE OF '!HE FUI'URE 

That is a brief and, I he.pe, :reasonably accurate descrip
tion of the canadian perspective and policy tCMards Cen
tral Anerica. HC7i\lever qualified, the:re is a canadian 
point of view and, har.iever limited, the:re is a Canadian 
policy. Still it leaves a nagging sense in many Canadians 
-anong them rrost manbers of the House of Camons sub
comnittee- that there must be a wav for canaaa to do rcore. 
Su:rely, the argunent nms { f:requently through my own mind) 
Canada can play a no:re active and effective role in pro
moting soluticns to the terrible p:roblerns of Central 
Anerica. 

In my own view, Canada's cpportunity to do so in the 
short run lies mainly in supporting strongly the efforts 
of the Contadora Group. en that point we should be out
spoken and active. In the lcnger run -assuming that we 
have a longer run- canaaa must revive its tradition of in
tematianalism and seek ways of applying it in our own 
hemisphe:re. 

Without getting into the ideological and political ar
gunents that swirl in and around Central Anerica, it is ap
pa:rent that the weakness of hemispheric instituticns is 
one factor oontributing to the tragedy. The Organization 
of Arrérican States stands on the sidelines even though 
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many of its nanber states greatly fear the current course 
of events. The need, and I believe, the opporbmity ex
ists for intematianal oooperation and instituticn build
ing in the Anericas. 

This is the message that energed fran the sub
ccmnittee' s travels throughout Latín Arnerica. It is a mes
sage strongly reinforced by a reoent study prepa:red by a 
group of distinguished Latin Anericans and Anericans 'lm
der the co-chainnanship of Sol Linowitz and Galo Plaza. 
The study -so aptl y enti tled "The Arnericas at the Cross
roads"- surrmarizes the present situation ver:y well: 

The strains and inarlequacies that now af flict 
the inter-Anerican system are real and must not 
be brushed aside. To ignore them would only 
spread the deterioration of regional institu
tians and the already notiaeable tendency of 
mambers to bypass them. Such a trend, lcng can
tinued, would cause the institutions to atrophy 
and ultimately die - only, perhaps, to be re
created after new, costly and avoidable crises 
have caused the nenbers to relearn the lessan 
of their interdependenae. 

It is not my intentian here to detail the many recan
nendations that have and could be made to strengthen in
tematianal institutions in the Anericas. I would cnly 
note two points of maj or inportanae. 

First, the inter-Anerican system is now populated by 
many. regional and sub-regicnal institutians which praiote 
oooperatian aIIal.CJ Latin Arnerican CO'lmtries in specialized 
areas. For obvious reasans this is now cri ticall y inpor
tant in central Anerica. In our first report, the sub
ccmni.ttee stressed the inportanae of Canada seeking oppor
tunities to offset the dangerous at.Ioosphere of canfranta
tioo and polarizatioo in central Anerica by strengthening 
areas of oooperatian between govenuren.ts, irrespective of 
ideology. We noted efforts by central Anerican govem
nents to discuss -if not plan- approaches to ccmoon eco
nanic prablert1$ (low a::mocxlity priaes, intra-regianal 
trade, develqmmt of ccmnunications) and reccmrended 
that the Canadian govenuren.t strangly support such insti
tutians as the Ecananic CCmni.ssian for Latin Anerica 
(ECTA) which foster cooperative efforts. 

The secand point I would rnake is that, however rich 
the variety of regional and sub-regicnal institutians, 
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the:re remains the need for a hemispheric political body, 
able to arld:ress security matters. In nw vi.ew the Organi
zatien of Arcerican States, hao.lever grave its defects, :re
mains a vi.tal part of the system. Together with a major
ity of nw colleagues en the subccmnittee, I reoamrended 
that cana.da seek ful! mani:lership in the OM> and wo:rk as
siduously to strengthen the institutien. 

I l.«>uld be less than hcnest if I -we:re to leave the im
p:ression that this :rec:xmrendatien was greeted with univer
sal enthusiasm in cana.da. The:re rema.in widespread fears 
that in joining the OAS, cana.da l.«>uld be thrust into the 
mi.ddle of hemi.spheric tensicns, particularly bet-ween the 
llnited States and the countries of Iatin Arcerica. Cana
dians fear being expected to serve as a proxy of the Arrer
icans or an \lllcritical frienci of the Latins and, failing 
that test, being attacked by whichever side we disappoint
ed. In nw vi.ew these old fears a:re largely phantans of 
the canadian imaginatien. 

When examined closely, the fears of Canada joining 
the OM> a:re :really fears of cana.da being no:re deeply in.
volved in the affairs of the hemisphe:re and of staking 
out our own positien en inportant issues. After all, if 
-we run the risk of offending others by speaking in the OAS, 
we run the same risk by speaking clearly and foroefully 
anywhSI:e, at any tima. Is it then Canada 's wish to rema.in 
a largely unheard and invisible p:resenoe in the Arcericas 
by avoiding in.vol venent in the g:reat issues? Is it in Can
ada' s interest to do so? I think not. I maintain that 
it is ver:y much in canada's inte:rests to bring its tradi
ticns of intemationalism and institutien-building to bear 
in the Arcericas. 

Thank you. 
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ChaiDllail: Prof. Edgar Dossman (CERIAC, York Univer-
sity). Hon. Maurice r:upras (Malt'ber of Parliarrent) presented 
a paper by invitation. 

Prof. Ma. del Rosario Gl:een 
(Instituto Matías R:xtero de Estudios Diplooátioos): 

First of all, I viould like to thank both El Colegio de ~
oo and York University for having invited me to participate 
in this interesting Colloquium about matters which affect 
1-Exican-canadian relationships. I find it \\'Orthy of note 
that there is one session devoted to the Central Anerican 
question. The paper presented by M. Dupras was extremaly 
interesting because it brings us even nearer to the offi ... 
cial positic:n of the Canadian government reganling the 
current events taking place in Central Anerica. 

I would like to make an effort to present, not neces.,. 
sarily the official point of view, but rey view of the ex
tent of the negotiatic:n in which Maxioo is invol ved at this 
nment in the Ccntadora Group. However, the truth is that 
at the end of the '70s, say up until 1979, with the clear 
victo:cy of the Sandiiiista Revolution in Nicaragua, Mexi
oo's relatians with the Central Anerican regic:n -were really 
of secc:ndary inportance. It is true that there had been 
nments of intense "rapprochanent, ~· even though it was 
short-lived in recent years. The first intimatian of the 
difficulties in the Central Anerican regic:n was perceived 
by ~oo in 1954 dw to the dc:Mnfall of Arllenz legitimate-
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ly established govemnent in Guatemala. When Ubico was 
overt:lu:0\1n in Guatemala, in 1944, by a coup d'état, by a 
revolution, the Mexican goverrnrent officially announced 
its syrcpathy with that regine in which it felt an identi
ficaticn with the origins of the roodem Mexican state, 
the Fevoluticn of 1910. Therefore, when President Artlet'lz 
was elected by ccnstitutional neans and was then over
thn:Mn, Mexico strcngly cpposed this situaticn as mu.ch in 
its unilateral statenents as in the franework of the lOth 
Intemational Anerican COOference held in 1954, in which a 
resoluticn of anti-oarmunistic character was passed and 
was cnly abjected to by the Mexican and Argentinian gov
enurents. 

M. Dupras nenticned the difficulties in which the 
OAS finds itself at the rratelt. It is worth pointing 
out that since 1954 Mexico started to sh<M sate doubts 
about the orientation and, at a certain m:xrent, the abili
ty of the other govenments to administer the OAS 
against legitimately established govenments. 

After 1954, after the Guatemala incident, a few years 
foll<M with little "rapprod'lenent" in the relaticnship 
with Central Arrerica and, curiously enough, it was Guate
mala, in 1958, that presented a difficulty for Mexico. 
This occurred when Mexican fishing trawlers \\ere attacked 
by tite Guatemalans; the fo:rner were apparently in Guatema
lan territorial waters; this led to the breaking off of re
lations with Ydigoras Foontes' goverrnnent fran January to 
September 1959, when relatians were reestablished. The 
sne.11 "rapprodlenent" with Central Arrerica did not have 
as much to do with Central Arrerica as with the nore exten -
si ve orientaticn of Mexican foreign policy. It is a fact 
that this policy was directed, mainly, towards the re
laticnships with the U.S. up until the end of 1970. 

At a bilateral leve!, the influence of other coun
tries en Mexican intemational relations was quite insig
nificant and, in any case1 that of Central Arrerica was 
still less so; the truth is that this was also a resul t of 
the Central Arrerican situaticn itself. Mexico realized 
that these countries were dcminated basically by dictator
ships resorting to electoral fraud. The case of COsta Ri -
ca was exceptional, but the rest of the Central Arrerican 
countries offered few prospects for a relatiooship based 
oo possibilities of refonn and improveroont of the area, 
so that .Mexico did not sh<M much interest in the Central 
American regicn. However, with the electian of a presi-
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dent such as Diaz Ordaz, a neaessity of "rapprochenent" 
with Central Anerica was sarehc:M put into acticn so as to 
be able to establish camercial and eccnanic relatians 
with the regicn. A solid and inportant kind of relatien
ship began to develq:>, but it did not prosper greatly due 
to the difficulties in the regien: a war between El Salva
dor and Honduras brake out in 1969, later called the "FcxJt. -
ball War. " l'<bst of the attacks took place en land. This 
relationship developed, not only into the interior of Cen
tral Anerica, in tenns of an integratien sd'le!re which 
worked very well, but also in tenn.s of relations of the 
Central Anerican region with pavers extemal to the regicn, 
even if they were middle pavers like Mexico. In such a 
way, a spaae was created for a Central Anerican policy 
within the limits of a reactivatien of Mexican foreign pol -
icy. This actually happened fully when Lic. Echeverr!a be
cama president. This spaae was also not too intense but, 
at least, it did have greater neaning than in the past. 

This new foreign policy, or if not new, this reví ved 
foreign policy of Echeverr!a' s was related to sc:ue Mexican 
matters, and oo.e of them was the stagnation of a develop
nent nodel in which Maxico had goo.e through lcng years of 
growth with stability. There was the neaessity to diversi
fy Maxico' s cx:ntacts abroad, to be able to export nore ~ -
ican products and eam foreign currency in that way. These 
eamings diminished oonstantly, as was pointed out by Pres
ident Echeverría, by way of externa! indebtedness or of 
direct foreign investnent. At this IID'leilt direct foreign 
.investnent was barely flowing to anywhere in the world be
cause of a reaession which was already being felt in the 
industrialized oountries. 

With the reactivaticn of Mexico's foreign policy, at a 
bilateral leve!, with countries other than the U.S., cama 
the inportant reoogniticn that the fanous special relation
ship, which su¡:p:>sedly established a bcnd between Maxioo 
and the u.s., had care to an end, as it had becare evident 
that Mexico had been unable to avoid the surtax of 10% en 
North Anerican inports inp:>sed by the Nixal admini.straticn 
and, later en, it also oould in no way escape f:ran the neg
ative effects of the u.s. camercial Law of 1974. 

Therefore, Maxico's foreign policy was reactivated as 
IlllCh. bilaterally as multilaterally, seeking to find new 
clients, new financial providers and also seeking to estab -
lish sc:ue mininrum rules to nodify the intematicnal eccnan -
ic order \\hich Maxico frnmd fundanentally unfair and, in 
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any case, made up of pri~ileges for the industrialized coun
tries and which maintained a negative 'status quo' for the 
develq:>ing countries. 

In the :reacti va.tioo. of ~can fo:reign policy, central 
.Anerica also :reoeived its small part. Fnn 1971 to 1975 
various interviews we:re carried out, at the presidential lev
el, between Mexico and the heads of state of the Central 
American countries, bringing out, curiously enough, the 
"rapprochanent" with Guatemala, a countcy with which, as I 
have already pointed out, the ccntacts had always been 
specially sensitive and difficul.t. In any case, P:resident 
Echeverrla's "rapprochenent" policy with Central America was 
without clear political guidanoe and the proof of this is 
that relatioo.s we:re maintained with such hete:r:ogeneous r;pv
enments as SaIDza's, en the ene hand, in Nicaragua; Fi
gueres' in Costa Rica, on the other; or Cruz' s governnent 
in Hcnduras, or ~lina' s in El Salvador or Arana Osorio 
and Kejell's in Guate.mala. I insist that this "rapproche
nent" is ene which sarehcJw reflected President Echeverrla' s 
cbjectives as rnuch intemally as extemally. This was 
with :respect to a principle of ideological pluralism which 
wa.. ve:r:y difficul.t to acoept but was backed and ccnsoli
dated by intematicnal. debates, especially at the ti.ne of 
drafting and editing the Ietter of Eccnanic Ri.ghts and 
Duties of States, which oonfirms matters of this nature. 

Again, haNever, in central .Anerica ~can fmeign pol
icy was rega.rded, in general te:cns, with sooe auspicien, 
because of the kind of political regi.nes which, with the 
exaepticn of Costa Rica and Panama, prevailed at that ti.ne: 
~co 's "rapprochenent" taiards, for exanple, Chile or to
wards Chile and the Gove:r::nnent of Pq:>ular Unity, or to
wards CUba or, even, the defence made by ~co in the ccn
fines of the OAS of the ooncept of ideological fron-
tiers in the naxre of that pluralism which it defended, 
apart frcm the Third W:>rld positions of the international 
fora such as the UNCI'AD. That stand, undoubtedly, 
alanred sare of the Central .American govemnents. They 
also insisted that any kind of "rapprochanent" on the part 
of ~co tCMards Central Anerica, still within the Third 
World political frane, had traces of subinperialism. This 
had ccnstantly been ene of the thíngs criticized by the 
Central Anerican countries with referenoe to ~co. This 
attitude sanehow :reproduoed sooe of the caiplaints by~
cans against the u.s. 
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That situaticn cx:ntinued the:re without any majar changes, 
until 1979. The year 1979 and the victo:ry of the Saridinis
ta Revoluticn in Nicaragua ooincided with a series of im
portant matters which have to be taken into acoount: First 
of all, the c::x:mtenoenent of hostilities took place sinntl.
taneously with the caning into power, in Mexi.oo and the 
u. s. , of two new administraticns. In the case of Mexi.co, 
P:resident I.6pez Portillo; in the case of the u.s., carter, 
with a slightly different policy and visicn, with greater 
enpiasis en matters such as human rights, with the need to 
:resolve the difficulties with Panama through the signing 
of the Torrijos-carter acoords, and with a different atti
tude shown towards Nicaragua. This attitude has caused 
the Reagan administraticn to accuse carter publicly and 
qienly today of having lost Nicaragua for the u.s. 

In the case of Mexi.co, the Omtral Alrerican situaticn 
did not play an inportant part at the beginning of P:resi
dent I.6pez Portillo's administratian because the oount:ry 
was then going through a serious crisis. The p:resident de -
cided to speed up the neasu:res neoessa:ry for the :recove:ry 
of the naticnal ecxnany. As this crisis involved the Mexi. -
can ecx:nany with that of the U.S., it might not be wrcng 
to say that in the first two years, I.ópez Portillo's for
eign policy tended towards settling difficulties which 
Edleverría's Third WOrld policy had c:reated for the U.S. 

HcMever, by 1979, things had already changed due espe
cially to Omtral Anerican events: the victo:ry of the San
dinista Revolution, the prcb1.ens that \'Ve:re al:ready appear
ing in the ve:ry cx:nc:rete case of El Salvador or Glatemala, 
pi:esented the situaticn in a different way. At that m::>-
nent the:re was also a Mexi.can occur:renoo which.should not 
be carpletely igno:red and that is the appointmant of a new 
Cllanoollor at the Minist:ry of Fo:reign Affairs: Ambassador 
Jorge Castañeda, who hada Qmtral Anerican outlocik and 
policy to offer the p:resident and, even nore :i.rrp:>rtant, who 
was able to discuss Omtral Anerica with him. This Om-
tral Alrerican policy is the ene adopted. It is a policy 
of support for the victorious :revoluticn in Nicaragua and, 
if not of supp::>rt, a :recogniticn of the legitimacy of the 
various factions involved in the fight in El Salvador. Yet, 
the farrous joint ccmnuniqué, Mexico-France, in the case of 
El Salvador, was costl y to Mexico because i t real! y contrib
uted in a very :i.rrp:>rtant way to the isolation of Mexico in 
the Latin Arrerican region. The proof is the not very favour
able reaction this ccmnuniqué received, in general tenns, 
within the Latin American framework. 
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~co established very clearly the reascn far having 
stated its positicn in the joint oc:mnuniqt.é. There fol-
1~ aeclaraticns in the sense that this statenent did 
not represent a rupture with the traditicnal Mexi.can posi
ticn of non-interventicn. en the ccntrary, what is reflec
ted was a reoogniticn of the other principle: of self
detennination and of the capacity which must be recognized 
of the dif ferent features to play an important :role in the 
reccnstructicn of an El Salvador rrore in accordanoe with 
the wishes of the people. 

This isolaticn of ~co in the Latin American ccntext 
was partly a result of the ~can-French declaraticn, but 
also of the actual events in Latin Anerica. During the 
last few years a nment like the one experienoed by Eche
verría, the one that all~ him to present a strc:nger or 
wider policy of the Third WOrld with a oertain anount of 
Latin Anerican support - this has not been repeated. If 
you renercber, at that ti.ne there had been very important 
nments in the q>ening up and in the denocratizaticn of Lat
in America. There had been a 'Ibrres in Bolivia who, even 
if he was expelled, <loo to a coup d'~tat, had left an im
pressicn, in the sense that the military was capable of 
having a project which dif fered fran the dictatorial or 
the repressive. There had been and there was a Velasco Al.
varado in Peru and that is very inp:>rtant. carlos Andi:és 
Pérez was in Venezuela, and they associated themselves 
with sare concrete proposals, with the matter of the Latin 
Anerican eccnanic system¡ for example, as a request for de
fenoe of Latin Anerican interests, solely and exclusively 
Latin Anerican. There was also Allende in Clti.le and in 
the caritt>ean, CUba and Jamaica had govenments which \\ere 
possibly a little closer to sana of the Mexi.can positicns. 
The fact is that there was a very inp:>rtant clientele or 
ccnstituency of govenments which supported nore progres
sive neasures for the Latin Anerican ccntinent. 

In 1979-1980 the above is no lcnger the case. There 
is talk about the possible Brazilian opening, but \\e know 
perfectly \\ell that this did not ccnsolidate itself until 
much IOOre reoently with the victory of the ~iticn in 
Rio and in sao Paulo. There is also talk about the ex
hausticn ·of the Argentinian p:rocess, but this is nota fact 
until the losing of the Falkland War and one clearly sees 
that the prooess has cx:I!pletely deteriorated. There is 
talk of, possibly, a return to darocracy in Chile but 
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the :refe:rendum which was marle does not show it in that man
ner. In such a way that the Iatin .Amarican cantinent, fran 
1979-1980, when we see the isolatioo prcblems of the Mexi
can case, is very rnilitarized or not very deroocratic. Mexi -
oo was not going to find allies in Iatin .Anerica, not until 
much IOC>:re reoently when the change of power in Colanbia al
lowed for the realization of a p:roposal such as the fonnation 
of tbe fairous Contadora Group. 

Sinoe 1983 the existenoe of sare govemnents in Iatin 
Anerica, such as those in Cdlanbia, in Venezuela, in Pan
ama and Mexico's own government, opens up the possibility 
of looking for negotiation and the peaceful solution of the 
cxntroversies in Central .Amarica. Not ooly is the exis
tence (concretely President Betancourt's presence is very 
inp:>rtant} of the good will shCMn in sare of these com
tries very significant, but obviously the nounting tension 
in the Central .Anerican regioo is going to play a very im
portant role. Apart fran the reason that the:re a:re oom
tries, amcng those I have just rrentimed, that a:re closer 
to Central .Anerica than others; in other words, Panama and 
!<éxioo obviously have borélers and they a:re much closer than 
Venezuela and Colarbia a:re; but there are countries im
nersed in an a.rea where the :repercussims of the spread of 
the war in Central .Anerica will be devastating. 

In the concrete case of Mexioo, and I aro sure that it 
is the sane in the cases of Panama, venezuela an.d Colanbia, 
!<éxico gives its support, and maintains principles as im
¡x>rtant as those of non-intervention, self-detennination, 
etc., apart fran altruistic interests, the peaoeful atti
tude or IOC>ral capacity which a comtry like Maxioo has, and 
also apart fran all those matters which have to· do with Mex -
ican defenoe and security. I believe this is sarething 
which the Mexican government has never denied, has never 
hidden. It may not have appea:red with all its weight at 
sate m::ments, but it has been present in all of Mexioo' s ef -
forts at negotiaticn. 

The Ccntadora Group has a very interesting chronology; 
this oould be a very long talk, but I would li.ke to canoen
trate basically en what seems to be interesting and new. 'As 
M. Dupras said, the effort of the Ccntadora Group to nego
tiate has received the support of innurrerable govemnents, 
anrngst which the IOC>St outstanding is the canadian govern
nen t. It has not anly reoeived direct support but also in
direct support through Resoluticn 530 of the UN Security 
Council whose roa.in intentioo, above everything else, was to 
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point out the enonrous difficulties existing in Central Amer
ica, and to avoid scmelx::M (a good nove by the Nicaraguans) 
the creaticn of an Inter-Anerican Force for Peaoe, a matter 
strcngly opposed by the ?<Exi.can government en this occasicn 
just as had happened in 1965 in the case of the Daninican 
IEpublic. Another intention was to open the discussicn of 
the Nicaraguan case at a much nore derrocratic tine, for ex
anple, in the Uil and, at a oertain narent, in the OAS and 
that, finally, produced a resolution which received .inpres
sive support fran a considerable number of UN delegates, ob
viously backed by their own goverments. 

The:refo:re, the effort roa.de by the Ccntadora Group is 
peroeived by ?<Exi.co as an effort of g:reat importance and Mex
ico has gone to each and every one of the rneetings of the 
Ccntadora Group, always p:repa:red, and having done its hare
"WOrk befo:re each rceeting ( this :refers to a rceeting of minis -
ters or of undersec:retaries of foreign affairs). It would 
be inte:resting to point out that the activity of the Ccnta
dora Group has basically been oriented to contribute, 
through diplanacy, to finding the solutions to the oonflicts 
in the central Anerican region; in that sense, the 
~ts of Colarbia, Panama, ?<Exi.co and Venezuela have 
loak.ed for and have not lessened their efforts to :reach an 
understanding be~ the states di:rectly involved. 

The Ccntadora Group' s dlanoellors, and here is whe:re 
the brief descriptian cxxces in to see, day by da.y, at what 
point \'le have net periodically with their opposite nunbers 
fran Costa Rica, El Salvador, Guatemala, Roo.duras and Nica
ragua ..•. the first rceeting was held fran the 20th to the 
21st of April, the next fran the 28th to the 30th of May 
and the third fran the 28th to the 30th of July, 1983. 
These first th:ree rceetings perrnitted prog:ress in defining 
an agenda. The Ccntadora Group' s dlanoellors have a visicn 
of the Central Anerican prcblem which they a:re in no way 
b:ying to inpose en the Central Arcerican countries, but it 
is neoessary to negotiate with those countries. The:refo:re, 
during those first three rceetings they sat down with the 
Central Arcerican dlanoellors to ask them for their opinians 
oo, the main prcblems affecting the :regian. Fran those 
th:ree rceetings a cxnfinnatian energed of an inte:resting 
agenda. This agenda is made up of four main chapters. The 
first chapter is called "The Principles" and it tries to :re
view all the principles that :relatians be~ sove:reign 
states rnust abide by, with special :refe:rence to the Central 
Arcerican case. I.et us say that this chapter "WOuld be the 
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political secticn of the docunent, the secticn of the dec
laration of principles and the establishment of gcx:xi faith 
and the desire to reach negotiable soluticns for the re
gicn. 

The secx:nd chapter in the agenda is called "Prcblems 
of Security. 11 He:re the basic prcblems of the Central Amer
ican region appear, because even if Mexioo admits that 
the origin of these difficulties is of an eocnanic and so
cial character, the .imtediate projecticn, maybe the IIDSt 
difficult ene to discuss at this tine, is everything that 
affects security and 'Which is :related to anos, with mili
tazy bases, with military associaticns, with what has been 
naned 11acts of destabilization," that is to say, not cnly 
the aJ:ned attacks but also verl>al attacks, in other "WOrds 
the accusaticn as much at an official as at a ncn-of ficial 
level but, undoubtedly, saneh.ow authorized officially such 
as the canpaigns over the radio. These kinds of ma.tters 
coostitute a heavy agenda brought up in this secand chap
ter. 

Then there is a third chapter, of prcblems affecting 
the regicn and 'Which are ecx:nanic and social questicns. 
The:re the d::>stacles obviously involved are those 'Which, at 
this Ill'.Jiellt, confrcnt Central Anerican ecx:nanic integra
ticn. Human and :refugee rights are a1so involved and the 
neoessity of carrying out a series of cx:noorted acticns 
also canes in so as to try and oonsolidate the eooncmic and 
social develoµrent of the region: a frustrating problem or 
aspiraticn; Maxico had pointed this out en various oc
casicns and had dale so in 1954 at the tine of the Tenth 
Intematicnal Anerican Reunicn. Maxico has always repeat
ed this positicn that the frustraticn of the expectaticns 
of eccnanic and social developtent are found at the origin 
of the prcblems, not only of Central Anerican problems. 
Img neetings have taken plaoo, to try to detennine ( 1) 
whidl \\ere the principles, (2) not cnly what \\ere the se
curity or eccnanic prcblems, but in a ver¡ inportant way, 
how to sol ve these prcblems, how to sol ve the anos prcb
lems, obviously with :regicnal disannanent, but how to im
plenent this regicnal disannanent, what kind of agreerrents 
disannarrent "WOuld involve in tenns of the cx:nflicts taking 
place between Hcnduras and Nicaragua, for e:xanple, or be
t\\eE!n El Salvador and Nicaragua. This is what chapter 
four of the agenda has cancentrated en and i t is called the 
"Nature and Control of the Agree.nents. 11 In other ~rds: Are 
the:re going to be nrultilateral pacts? Or are the:re going 
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to be bilateral agreercents? What characteristics would 
a bilateral agreanent have? W:>uld it be a marorandum 
of understanding? That is to say that it would not be 
cbligato:r;y, or, would there be nan-aggressive pacts bebieen 
individual coun.tries? Cl>viously the discussian of these 
matters, the i.nplerrentatian, the wo:cking through the agenda 
took a long time and is still tak.ing a long time, even 
though I believe that an interesting agreerrent has sareha,.¡ 
been reached. 

In the interim, the necessity not to lessen the efforts 
in the search for peace for Central Anerica, leCl to the 
neeting of the presidents of Colarbia, Maxico, Panama and 
Venezuela in Cancun in July 1983. There the four pres
idents of the Contadora Group adopted a declaration called 
"The Cancun Declaration for Peace in Central Arnerica," 
dated July 17th, 1983, which allowed for the establish
rrent of the first frane of reference, thus providing re
lief to the agenda. '1he Declaration of Cancun already had 
ooncrete ocm:ni.tnents¡ ocm:ni.tnents, for example, to put an 
irmediate end to warfare in Central Anerica¡ ocm:ni.tnents 
to reduce drastically the number of milita:r;y advisors in 
the region¡ ccmnitnents to prevent, and, if they were estab
lished there, to rem::ive foreign milita:r;y bases in the re
gicn¡ ten specific and clear ccmnitnents establishing a 
whole rrechanisrn of negotiaticn, already ve:r;y well defined. 

As a response to this effort of the Contadora Group, 
the Central Anerican oountries also presented their own 
proposals. It is no secret that the group of Central .Amer
ican countries is found, as was found, especially at 
that tirre, to be ve:r;y divided due to reascns related to 
the fact that four Central Anerican countries ccnsider 
that Nicaragua is the aggressor. Therefore arocngst the 
oountries of Central Anerica there are, an the one side, 
four Chancellors and, an the et.her, Nicaragua. It is also 
no secret that in the case of Maxioo there is, if not a 
ccrrmi.tnent, maybe a majar and better dialogue with the Nic
araguans than wi th the rest of the oountries. This has 
been denied ccnsistently by M3Xi.co, because it is not an 
actual. fact. There is sacething, which I do not like, 
called "sympathy" with Nicaragua's revolutionacy process, 
because I do not believe that in politics "sympathy" oounts 
for anything, I believe that there is understanding on tiie 
part of the Maxican govemnent of Nicaragua' s process, be
cause it is a revolutiona:r;y process. In short, what has 
or has not been accanplished does not come into this discus-
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sien, but there is a c:arplete understanding of what the rev
oluticnacy process has involved in Nicaragua. Yet a ccmnit
nent in favour of Nicaragua's positiens does not neoessari
ly exist. In any case, the Mexican government has made 
great efforts in txying to build bridges -and reoancile 
positiais as difficult as the cnes that, en ene hand, sepa
rate the four Central Anerican countries and, en the other, 
the fift.h Central Arrerican country, Nicaragua. 

In the Declaratien of Cancun, clear points of view were 
expressed: en the cne hand, the positiais of Ccntadora's 
gove:r:nnents at cancun with the master docunent of the four 
oountries involved in the Central Arrerican efforts for peaoe; 
en the other hand, Nicaragua' s points of view and also the 
points of view of the govenments of Central Arrerica. This 
led to a reoent rceeting of the undersecretaries of the nine 
oountries ccnoemed, who sought the oatpletien of a c:amrn 
docunent which would reoancile the varied points of vi9W' of 
the different Central Arrericans. A docunent was drawn up 
called "Docunent of Cbjecti ves"; this was agreed upen by 
the undersecretaries. Subsequently, it was distributed by 
them to the nine ministers who, at the last rceeting held en 
the 9th of September, managed to agree alnDst entirely en 
the docunent (ad-referendum) as happens in all these 
cases, that is to sey it must be ratified by the govem
nents of Central Arrerica, if Ccntadora' s effort is to pro
duce resulta relatively scx:n. It is likely that this rati
ficatien will socn be achieved. 

It is inportant to point out here that the "Docuirent of 
Cl:>jectives" is a docunent which manages to approach and ccn
ciliate (obviously in the frarceworl< of the cancun Docuirent, 
as it is an effort en the part of the Ccntadora Group) the 
positicns on Central Arrerican p:roposals: Nicaragua' s en the 
ene hand, and, en the other, the rest of the Central Arreri
cans. It is a cansensus docunent which, even if it does 
not literally reproduce the specific representaticns of 
ea.ch country, does identify the fundamental camon 
grounds which assure the attaining of a hanlrnious "living
together" of the countries of the regien. 

The "Docunent of Cbjectives" starts with a diagnosis of 
the regicnal crisis and, on that basis, outlines the ol:r 
jectives of the gove:r:nnents of the regien. It proposes ccn
crete neasures to prarote expansien and put an end to ccn
flict situatiens in the area, fo:reseeing actien nechanisms 
to achieve such objectives. It is a docunent with a number 
of carpranises and it has the following structure: Firstly, 
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the basic principles of intemational "living-together" are 
ocnfi:cred and it includes ccmnitmants dii:ectly :related to 
the :matters that cause ocncem to Central American govem
nents and which are part of the agenda p:reviously supported· 
and agreed upan by the Chanoellors. 

The follaiing are a list of suggested ccmnitmants, ocn
sidering that the situaticn in Central America has deterio
rated recently. Principles are reaffil:ned such as non
intervention, self-deteDni.natiai, peaceful oo-existenoe, 
etc. The nineteen specific ccmnitmants are devoted to: 
* the prCllOtion of the easing of tensicn in the :regiai 
* the fulfilhrent of the principle of international law 
* the :respect for human rights 
* the adopticn of official rceasu:res for the establishment 

or inprovenent of dem:x::ratic systems 
* the c:reaticn of political ocnditions designed to guaran

tee intemational security and the integrity of the 
states of the :regicn 

* the ocntrol of the aJJll.S raae in all its fo:i::ms 
* the elimi.nation of fo:reign military bases 
* the reduction and eventual elimination of the presence of 

foreign milita:ry advisors 
* the establishment of intemal ocntrol rrechanisms for 

anns trade 
* the · p:reventicn of the trading of aJJll.S by people, organiza

tions or groups who t:cy to endanger the govenments 
* the prahibiticn of the use of the territo:cy for activi

ties against other gove:r:nnents 
* the abstentiai f:r:an supporting terrorist acts 
* the establishment of a ccmnunication system with the ob

jective of preventing incidents 
* the assistanoe and protecticn of :refugees 
* the prCllOtiai of eocnanic and social develq;mmt pro

grames 
* the revitalization of rrechanisms of eocnanic integratiai 
* the administraticn of fo:reign noneta:cy :resouroes and the 

inprovenent of acoess to the intemational markets in a 
united way. 

These are the kinds of ccmnitmants clearly specified in 
the "Dccunent of Objectives. 11 Ci>viously this docurrent also 
:refers to the need for these listed ccmnitmants to be in
corporated into instrunents of intemational law, into 
t:reaties, pacts, etc. . They must be made valid through a 
document of unique obligation. 

I..eaving the above to aie side, the only thing left to 
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point out is that the Ccntadora Group's negotiation has not 
ended; let us say that a very i.rrp:>rtant first phase has 
been canpleted, there is an agreemant which i.rrp:>ses an obli
gation upen the five Central Atrerican countries but in 
whose conception and construction the four Ccntadora coun
tries actively participated. Th.ey therefore try not to im
pose a settlerrent nor to favour one country over another, 
and, finally, they try to maintain a ccmnitnent of the coun
tries of the Ccntadora Group together with a ccmnitnent of 
the Central Atrerican countries that they will all continue 
to search for these rrechanism.s, to nould these canmitnents 
into universal obligatory rrechanism.s for the countries in 
the region. 

I would li.ke to finish off by pointing out that it is 
very i.rrp:>rtant that the ef forts of the Ccntadora Group con
tinue to be rnade in matters li.ke those I have just pointed 
out. But, apart fran this, the political carmi.tnent of the 
countries directly involved must be present in the agree
nent. This is, of course, very i.rrp:>rtant at, obviously, the 
central Atrerican level as much as at the Latin American level, 
generally; but it also is of great i.rrp:>rtance to ~co. I 
nenticned, a few minutes ago, that ~co has never hidden 
the fact that in the peacemaking efforts of Ccntadora, ~
oo has also been playing the role of the Central Atrerican 
peacemaker for reasons of national security; in other words, 
because ~co has received a series of pressures in the 
past and it can continue receiving tbem frcm all the sides 
involved. For ~co it constitutes a very inportant goal 
of its foreign policy, but also a goal of its intemational 
policy in tenns of its national defence or security concept 
in which the situation in the Central Atrerican region will 
be resolved. 

I hope that with this I have nore or less roa.de clear 
the position, if not the official position at least the de
gree of involvem:mt of the ~can government in the effort 
of the Ccntadora Group and the degree of progress of this 
group in achieving peace in the region. 

Prof. Manuel A. Chavarría 
(Centro de Estudios Internacionales, 

El Colegio de r~co) : 

Srne Central Atrericans welcare Canada's recent interest in 
what is happening in that narrCM part of the Atrerican con-
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tinent. Thus, when an amnesty law was granted in El Sal va
dor it caused great uncertainty arocm.g the political pris
oners because Mr. Magaña's government would not give than 
even the most elenentary guarantees. But it was the cana
dian government, jointly with that of Australia, who then 
magnanllrously opened their doors to shelter those people 
whose cnly sin was to dissent against the govenurent, the 
mi.litary and the oligarchic groups. Not anly were the 
li ves of a nunber of those students, professicnals and la
bour unían leaders saved by the generosity of those friend
ly governments, but they ncM enjoy econcmic and spiritual 
security without restrictions or canditians. 

Canada's geographical position in the hemi.sphere plays 
a useful role in at least two ways: first, because of its 
proximity as well as its econanic and historical ties with 
the u.s., it is probably the Anerican country best suited 
to tmderstand the idiosyncrasies of the Reagan administra
tion. It is therefore in a good positicn to exert a posi
tive influence in the search for a settlenent by negotia
tion to the Central Arrerican crisis. Seccnd, and in con
trast to the Cantadora group, because canaaa•s visicns and 
percepticns of the Central Anerican problem are not clouded 
or biased by the nearness of the region. Sare Central Aner
icans even have the feeling that it is not their problem 
but·those of the Cantadora naticns that in fact p.rarpted 
the peace proposal: ~can national security interests, Ven
ezuelan unresolved territorial disputes, Colart>ia's strug
gle to restare its prestige abroad and Panama's struggle to 
attain true ecananic and political independence. Thus, by 
having no ccmron borders with Central Arrerica, Canada can 
viEM the crisis in an .inportant and abjective way. 

Those who inhabit the regic:n are peaceful people. The 
violence that prevails in the zone is the product of stub
bom civilian and mi.litary hegerronic groups for whan the 
bells have already tolled. Yet they insist an hanging an 
to their privileged positicns using the guns and weapons 
supplied by the Arrerican governrrent and to a lesser extent 
by its Israelí partner. Had they supported the efforts to 
achieve derocx::ratic fonns of governrrent in the last 20 years 
instead of backing oppressive dictatorships, the problem of 
violence would have never arisen. Violence c::aces fran 
wanting to make the interest of one state or group prevail 
without taking into account the interest of the others. 

A quick reviEM of facts in the area shc:Ms the fol
lCMing: 
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1) 'lbe Salvadorian civil war is still the core of the 
crisis; however, the Reagan administratic:n is still seeking 
a militaJ:y solution, making IlPSt of the efforts to attain a 
political settlenent useless. 

2) The U.S. governrnent' s aims in Nica:ragua ha.ve clearly 
shifted fran a mirror-irnage destabilizaticn programe to 
ooe directed at the overthrcw of the Sandinista govemrcent. 

3) The peaoe efforts of the Ccntadora Group will preve 
to be futile if they are not able to persuade the Reagan ad
m:i.nistratic:n to really w:Jrk for a peaceful soluticn of ocn
flicts in Central Anerica. 

c:noe the regic:n has attained peace through negotiated 
settlerrents, however, it will be necessary to provide the 
eoonanic and financia! aid needed, dispel the apocalyptic 
spectres of war an.d hunger and achieve acoeptable levels of 
oonsunptic:n and invesbrent. 

Additionally, the eocnanies of the regia>. need not fol
low a worn-out traditional capitalist devel.cptent path, nor 
ciley a oentrally pl.anned bu.reaucracy to which they are total
ly alien. Insofar as they are pennitted to do so, the 
Hispanic people will find the ways of eocnanic organizaticn 
that best suit their human and natural resources, thus estab
lishing the foundations for the darocracy they want. 

Central Anerica will find the IlPde of p:roducticn that, 
ai the ane hand, will guarantee the fulfillment of its basic 
needs, saving what is necessary to give ocntinuity to the 
grcMth and developrent process. en the other han.d, that 
l!Dde of producticn must inhibit exoessive accunul.atiai of 
'\\'ealth an.d power in the hands of a few groups or individuals 
even though that may not always be eocnaaically efficient. 
canada. can relp the Central Anerican countries in a signif
icant way without necessarily entering into conflict with 
its i.Imediate neighbour to the South, and perhaps in this 
endeavour Canada will find the answer to those qoostiais 
that so far have kept it fran participating I!Pre actively in 
the life of the Anerican ocntinent. 

'llle floor is opened for discussian: 

Dr. Wright: 

I wonder if I could ask. Prof. Rosario Green what efforts are 
being roa.de to ccmnunicate the progress made by the Ccntado-
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ra Group to the two superpowers wh.o must closely be watch
ing the region and are involved in the region? And what 
has been the reaction,to those cxmmmicati<DS on the part 
of the Soviet Union arld the U.S.? 

Prof. Ma. del Rosario Gl:eerl 
(Instituto Matías Ratero de Estudios Diplaiáticos): 

Ieferring to the Cancun neet.ing, for instance, President De 
la Madrid together with the other Presidents in Cancun de
cided to send letters to several oountries and ene was, of 
course, to the u.s. The Reagan administration answered that 
letter and its response was even published by the Mexican 
press, and also by the New York T.ilres and other American 
journals and newspapers. It was also sent to the u.s.s.R., 
but I don' t know anyth.ing about their reactions as such. The 
CUban government a1so received a letter and their reactim 
was a positive ene. castro, in his letter, said that he 
was all for the Ccntadora Group, and that he was willing to 
support any of the advances of this particular group. 

For those who believe that there is a strcng and auto
matic oonnecticn between Cuba and Nicaragua, you will be 
interested to know that right after cancun, Nicaragua' s po
siticn. becane a bit more flexible than in the past. So, I 
arn not irrplying that the:re exists any camecticn because I 
do not believe in that camecticn., it has not been proven 
yet. But due to the Cancun effort, saoo of the nost in
flexible positicn.s or those OC11Sidered by the public opin
ion as the nost inflexible, \\fere relaxed; this has been 
stated in Castro' s letter which was if not published at 
least circulated quite widely, and it was also proven by 
the attitude of the Nicaraguari i:égine. The Nicaraguaris 
are now willing to talk about things that they were not 
willing to in the past. For instance, the idea of naticn.
al reconstructicn., naticnal reconciliation, those were top
ics that the Nicaraguans did not allow before and now 
they do. This is due, in part, to the isolatian in which 
Nicaragua is put in the context of the Central Anerican 
countries and because of the political will of the Nicara
guan regine to finally participate in a pacificaticn. ef
fort or achieve the goal of reaching peace for the area. 
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Prof. Da.vid Pollock 
(Carleton University): 

l?reviously, a suggestion was made that cana.da might act on 
the cament that Profs. Green and Chavartla made about the 
thll:d point en the agenda of the Ccntadora group, nanely 
social and eccnanic develqlrent. The suggesticn was made 
that perh.aps it woul.d be helpful if the canadian govezn
nent 'WOUld caisider providing financia! support for study 
of the eccnanic and social reccnstructicn and develc.prent 
of Central Anerica. This was put forth as ene point arocng 
many. I am curious to see how all three speakers might re
spcni to that idea. Is the idea of an eccnanic and social 
I.eCC11Structicn and develqlrent progranne for Central Aneri
ca already underway elsewhere? Or, if not, or if cnly par
tially underway el~re, oould Canada help in a manner 
cxnsistent with canadian efforts to facilitate develc.prent 
as a stability objective rather than to involve security 
issues? 

Mexican delegate: 

I understand that the Ecx:nanic Ccmni.sicn for I.atin Anerica 
(EX::IA) is canying out studies relati ve to the recon
structicn of the area; not p:recisely at this stage but it 
is IlDVing in that directicn. M:ist probably if Canada is 
interested in praroting those kinds of studies it would be 
a good idea to speak to the ECIA people and find out 
\oilat they are doing exactly. 

Prof. Ma. del lbsario Green: 

I a1so understand that ECIA has undertaken the respon
sibility of p:roducing a very canprehensive study on the 
social and ecc:nanic problems of the area. It has dcne a 
ver¡ good job in the past and ECIA has all the rnate-
rials and the infonnaticn. Possibly severa! studies rcay 
shoW' up rore things than ene single study. In If!Y opinicn, 
what reall y is needed for the area, rore than the studies 
that ECI.A is canying out, \olOuld be financing for certain 
projects, and M3xioo and Venezuela are helping through the 
San José Pact, such as providing oil an easy, 
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t:enns, etc • .Maybe the Canadian government oould devise sooe 
nechanism to help and sustain sooe of the projects that, in 
spite of the difficult situaticn right now in Central Aneri
ca, are still in progress. 

A Canadian delegate: 

I wcnder if I oould ask Prof. Green whether this project 
would be the fruit of cansultaticn arcaiq the naticns of Cen
tral Anerica involved? Whether it would answer the views 
of the oountries? 

Prof. Ma. del Rosario Green: 

It would have to be decided in oansultatian with the govem
nents, othei:wise it ~uld be very patemalistic. 

The same Canadian delegate: 

But would ~ go beyood ecxnani.c needs? Should ~ not per
haps begin by establishing a noratori1..U11. en military acticns? 

Prof. Ma. del Rosario Green: 

.Maybe scrce of the loans that these Central Anerican ooun
tries have with the canadian government oould be negoti
ated en a different basis. In quite a few instanoes oooper
ation is not only possible but is needed. 

Prof. V!ctor L. Urquidi 
(El colegio de M!bdco) : 

Here is a clipping fran the Financia! Times (16th of Septem
ber). A neeting was held in Brussels chaired by the presi
dent of the Inter-Anerican Bank. in which six Central Aneri-
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can oountries discussed t.heir foreign capital needs, to re
oover by 1990 the standard of living they had in 1980. Af.
ter all these years of declining per ca.pita incare they real! y 
have a very big job to achieve t.hat goal and they esti-
mate that they will need 23 billion dollars in foreign cap
ital in-flows by 1990. 

Prof. Zavis Zeman 
(Institute for Research on Public Policy, To:ronto): 

I have a question for Prof. Green: What "WOuld the Maxi.can 
goverrment's position be towards the Pastora group in Nica
ragua? 

Prof. Ma. del :R::>sario Green: 

You have really asked a difficult question. I can only tell 
:you about ny position. To begin with there is official rec
ognition of the Sandinist Junta, the one which is right 
t:ba:re now wi th Ortega and the rest of the people . Arry ac
tion outside that govenment and in particular to overthrow 
that govenment would not, for the tirce being, be viewed 
favourably by the Maxi.can government. 

I do not think there has been an in-depth discussion 
vis-a-vis the Pastora group, although we are all aware of 
at is going on: the D'Fsooto house bein;J attacked by air
planes and t.he oormection with the Pastora groiJp there. If 
:you a:re asking what the Maxi.can government' s position "WOuld 
be if the Pastora group 'WOil, I don't think the goverment 
of Maxi.oo "WOuld :react positively towards that group or any 
other group overthrowing the Nicaragua régine. I do not 
know if thnt answers your question beca.use this is really a 
matter of opinion; the issues have not been discussed, there 
is not anything I can give you as the official position of 
the Maxi.can government in that particular case. 

A delegate: 

I think i t would illustrate the problem if one oonsiders 
the fact that the Pastora group tried to hold a public re
lations rnaeting here through a press conference sare 60 
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days ago, and they were intoocliately expelled frcm Mexican 
territory. 

A canadian participant: 

I have a questian for Prof. Green and perhaps the other 
speakers as well: a specific question for clarification or 
an inte:rest in the :relatian between the central Anerican 
problems and the situatian in southem Mexico --not specif
ically the problem of the rcfugees who have been caning 
into M:!Xi.oo in increasing numbers, but also sane of the lo
cal problems in places like Orlapas. 

What I am asking for is a brief surcmary of analysis of 
the M:!Xi.can government's peroepticn or attitude towaJ:ds the 
:refugees. The reascn I ask this is because the present news 
and literature en the refugees show the political prd>lems 
in Orlapas and the fact that there are cbvi.ously trenendous 
similarities between Orlapas and Glatemala in tenns of the 
Indian pcpulatian problems over land tenure. I am asking 
for sare clarificaticn of the point or statenent by Prof. 
Green about M:!Xi.co's cc:noem with their own security in 
tenns of finding a soluticn to the central Anerican prd>lem. 

Prof. Ma. del Rosario Green: 

I guess it is no secret that M:!Xi.co does not have a very 
clear policy vis-a-vis the refugees caning frcm central Amar
ica. This is a very easy thing to see and understand be
cause \E did not have that problem in the past; this is a 
carpletely new problem for Maxico. M:lst of the refugees 
and political refugees that carre in the past cama in small 
quantities; such as the Spaniards or even the SOuth Aneri
cans, they did not eme running é!Ma.Y f:ran a difficult situa
tian in arder to find better ecc:nanic opportunities, jci>s, 
etc. , they carre here because they \Ere persecuted by their 
gove:rnnent or they had political affiliaticns that could 
not be helped in those difficult t:i.nes in those particular 
countries. 

The :refugees caning f:ran central Anerica give a can
pletely different problem to the Maxican administraticn. To 
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begin with, a great nunber of them are what we call eoc:nan
ic refugees, they care here because they are fleeing fran 
a situatien in their 00\Dltries with very few q>partunities 
and lots of difficulties such as war and misery; saie of 
them also cate because of political reasons. The refugees 
oaning into the southem states of the ltOO.can Republic 
give very serious p:rd:>lans to ltOO.co: first of all, they 
put pressure upen a very reduoed supply of enployment in 
that particular area. Secaldly, when a ltOO.can goes to 
the u.s. he looks so different that he is ilmediately iden
tified and is asked questicns and, pni>ably, if he is an 
irregular or an illegal wo:cker, he will be sent f!MaY. In 
the case of our border with the Central American countries 
this is not possible, we look -very much alike, we speak 
very similarly so it is therefore very difficult far the 
ltaxican government, in many cases, to separate the ltOO.cans 
:fran the Central Americans and to try to devise irechanisms 
either to help them ar to stop them fran caning. 

When ene talles to the peq>le in the Ministry of Inter
na! Affairs or those in our Ministry of Foreign Affairs, 
they will s~ that we do not have a clear picture of how 
to cqie with the p:rd:>lem. we have a Chiapas Plan right nCM 
t:Iying to help devel.q> the state of Chiapas; in the first 
place to help the peq>le who live in this state because 
this is the poorest state in ltOO.co and, in the secand 
place, to try to gain a clear inpressicn of what is going 
en there with the refugees. If they are political refugees 
then we have a different attitude t:Oo\fards them because they 
are p:rotected by the ltOO.can laws. But if they are a dif
ferent kind of refugee then there is nota very clear pol
icy; peq>le fran the Ministry of Intemal Affpirs can tell 
you that they design a policy towards these refugees every 
day because they are en a trial-and-error basis. We are 
not preparad yet, we are not ready to have a unaniloous pol
icy and we carp:rehend that we have double standards: we ask 
aie th:ing fran the North and we provide another for the 
South. 

We, unfortunately, do not have the data to answer ques
tials an that particular topic and in the very ccncrete 
case of the Ministry of Foreign Affairs, at the Institute 
whare I work, every day we are preparing papers and, at 
this m.:mm.t, we are organizing a seminar en that particular 
issue and we are inviting academics because they may knCM 
m:>re or they may have studied the prci>lem with nore at
tenticn, they oould provide us with ideas. We kncw there 
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is a problern, we kn.OW' that there is an injustice there, we 
kn.OW' that we are ar:guing over the sama things that the Amer
icans are vis-a-vis our workers. We know that the si tua
tioo in M:?xico is c:c:npletely different fran the situatioo 
in the U. S. We knOW' that crisis or no crisis, ~ico is 
not able to offer ali those jabs that are needed, not even 
for the r.Exicans because we have sare very basic prablerns 
in this country. We knOW' that it is not a gocxi argurrent 
to say: "Do not care here because you are taking away the 
j abs that the M:?xicans want. " 

In any case, the more I try to think of an ansv.er the 
less I cate up with me, it is very difficult, we realize 
that there is a gap between what we ask for and what we 
provide, and that it is a matter of ti.ne and goodwill be
fore there is an opportunity to think about and design a 
new policy. 

Prof. Manuel A. Chavarría 
(El Colegio de Mfuti.co) : 

I would like to add the follOW'ing: there are individual 
~xicans, prívate groups helping the refugees. They have 
given training to a great number of Salvadorian people in 
Guaclalajara and they are locating thern in special areas. I 
do not knOW' if the M:?xican Oliapas plan envisages any spe
cific points relative to the refugees. The only two ref
ugee receiving countries that have irrplerrented special of
ficial policies relative to those refugees are Nicaragua 
and Costa Rica. 

Prof. Ma. del Rosario Green: 

There are private groups helping the Salvadorians in M:?xi
co, for instance, and nost of those groups are connected 
with the Church in this country, in the sarre way as in the 
U.S., there is the Santuario 1'bverrent and thousands of re
ligious people and congregatioos are helping these people 
even though there is a fine and even irnprisonrrent in the 
cases where this is discovered. Therefore, this help is 
connected to different churches, also in M:?xico, it is not 
official. 
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Prof. Víctor L. Ui:quidi 
(El Colegio de ~co) : 

I should 1ike to cament en M. Dupras' presentatien. In 
the 1950s rroderate and progressive Central Arrerican peo-
ple started to be concemed with devel.oµrent in a m:x3em 
fashien (in Qlatemala it started in the 1940s in a very 
small way); Central Anerica 'WOU!d no lenger consist of 
backward countries, the banana :republics exporting ba
nanas, coffee, cotton, sugar, cacao, etc. but they were to 
nodellli.ze, to industrialize, to lay down infrastructw:e, 
etc. They received support fran the UN, ECIA (Eco-
ranic Cannission for Latin Arrerica), they set up their 
CMl Cannittee of Ministers of Eccnany to prooote integra
tien; it was not ooly understood as a Free Trade Associa
tien develcp!ellt ta,.,rards a Cormr::n Mal:ket but also as many 
jo:int endeavours to transfonn Central Anerica gradually. 
TOOy had, of CXJUrSe, support fran the World Bank Financing 
Officer: loans for electricity develcp!ellts in Costa Rica 
and El Salvador and., in fact, in eve:ry count:ry. It also 
included many other things but we need not go into de
tails. I can speak of this develcp!ellt because for seven 
:yea.rs I was directly involved in the post that is now held 
by Dr. Rosenthal in ECLA here in ~xico. We perceived that 
as an authentic desire of the nore progressive peq:>le of 
Central Anerica to change; they were conscious of the tines: 
Central Anerica with its past history and the strcngly 
entreched lx>ugeoisie, and agricultura! bourgeoisie, the 
landowners, budding niilita:ry groups and the notorious saroza 
farnily in Nicaragua which all ccnstituted strcng forces of 
:resistance, ve:ry often supported by outside élezrents, call 
them thited Fruits, etc. 

These groups, in ~ opinicn, locking backwards now, nev
er leaJ:Ilt fran the ~can experience af "Revolution," ac
tually social :refonn with sooe aspects of revolutien, espe
cially the policies carried out by ~co in the 1930s and 
1940s, they never learnt the lesson: that you cannot hold 
onto absolutely rigid structures with growing rural popula
tiens of poor people. If you we:re to travel in El Salvador 
you ~uld :realize how the people lived en the fanns and. en 
the roadsides when they went to pick coffee at the big 
fams belcnging to the 14 families, 21 familias; and. then 
the:re are the peasants in Hcnduras, GJatemala's indigenous 
pq>ulations in the rountains with ve:ry high nortality, etc. 
The:refo:re, these ent:renched people, often supported by out-
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side interests, never z:eally understood what social change 
neant even in teJ:mS of the less than efficient nethods of 
the Maxi.can process of developtent. They di.d not even un
derstand what was going en in Costa Rica; Costa Rica being 
the ene truly dem:x::ratic countxy of Central Anerica where 
the grass-roots dem:x::racy arose fran small ocmm.m.ities in 
the upper parts of the countxy where fanning cx:ndi.tiais 
were favourable. 

The developtent and integraticn process \oJOrked for a 
while. There was support fran the outside; you had, after 
all, the Alliance for Progress cani.ng in and supporting all 
that. It was well looked upen by other countries, ·even by 
Maxi.co, to sooe extent, although Maxi.do di.d not help ver:y 
mu.ch but it di.d not oppose it, en the ccntrar:y, Maxi.co had 
had its fingers bumt a little with the Arevalo Arbenz pe
riod in Guatemala and the overthrowing of Arbenz by casti
llo Annas backed by the CIA. That is sufficiently well 
docunented. Maxi.co, of course, di.d not like Nicaragua' s 
regine but Maxi.co' s policy was ene of traditicnal non
intervention; that policy has row been changed, of course. 
Therefore, ~xico has had sate benign neglect for Central 
Anerica but the latter had intematicnal support in all 
these endeavours. 

The result of the integratiai prooesses was a Catm:n 
Market Treaty and a lcng list of other nechanisms of ooop
era tion and the setting up of their own secretariat for in
tegraticn: the SIECA in Guatanala. All this was suc
cessful up to a point at which the weaker cotmtries, the 
weaker links in the Catm:n Marlcet, as happens in all can
non markets, found they were at a di.sadvantage and could 
not \oJOl:'k out their di.fferenoes and this was notable with 
Honduras. This was aggravated by the Honduras-Salvador 
oonflict, which was a border oonflict and had to do with 
the settlenent of the Salvadorian population in Honduran 
agricultura! areas and many other factors. It also was re -
!atea to the fact that the process of industrialization oc -
curring in Central Anerica, which led to a large increase 
in intra-Central Anerican trade, was essentially one of 
transnational corporatiais because the u.s. in the late 
'50s and early 1 60s strongiy opposed the mild efforts 
that the Central Anericans were txying to carry out, to 
plan their industrial developrent. There was a sch.erce for 
that and the U.S. sabotaged it in effect, because this, ac -
cording to the U .S. , was against free ente:r:prise, it was 
going to create m:nopolies, etc. 
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In the late '60s the process of integraticn started to 
break ébm. Since then there have been world recessicns, 
declines in foreign prices, a number of difficulties and 
of course the pressure <Xlning fran below was increasing in 
Central Arcerica, because there was very little social re
fonn; there was hardly any land refonn anywhere; the Scm:>
zas held on to everything in their country, so the pressure 
was building up and it had to explode sarewhere, as it did 
in Nicaragua and in El Salvador, with very little possibili
ty of bringing together the extrenes and a weakness of the 
IOOderate forces. 

The moderate forces in the last fe;v years have practi
cally been wiped out in Guatemala through assassination, 
all our good friends have been killed in Guatemala, in El 
Salvador, those who were moderates; econanists, lawyers and 
rnany others have gone into politics, others have fled. 
Everybody sat by and looked at this disastrous polarization, 
especially the entrenchlrent of the right-wing military in 
line with the majority of really extrenely "ultra caver
narios, 11 coffee gra.vers of Guatemala and El Salvador and 
rnany others; people totally opposed to anything that you 
oould renotely call social change. 

In this boiling pot in Central Arcerica, obviously with 
the elirnination of the moderate forces or their neutraliza
tion, the left was bound to be infiltrated by the ccmnunist 
left, that is, all the various factions of camrunists, 
Trotskyites and others, and this naturally would attract 
the attention of CUba and of those backing CUba. This in
creased polarization and the u.s. began to take gradually a 
nore active interest in not only maintaining the status quo 
which they thought was rrore or less satisfactory, but in ac -
tually canbatting these rrore progressive forces. 

In recent years the Central American Integration Schene 
has largely becare disintegrated. It is, in fact, in a state 
of collapse at the m::rrent, in spite of the extraordinary ef -
forts of the Ex:::rA and SIECA people, and Mr. Rosenthal here to 
keep this alive and to find ways of praroting it. There has 
been this fear of violence in Central America which has led 
to the gradual emigration of sane of the best people, it has 
nCM turned into a massive emigration not only of peasants 
persecuted along the border of Guatanala but the people that 
Prof. Green mentioned that have cerne to Mexico, to the u.s. 
and other places. 

There has been a general clima.te of instability. When 
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the Nicaraguan Hevoluticn took place the:re was an overflow 
of sentinent, just as had happened in the case of the cu
ban Hevoluticn in Maxico and with Allende in arile, in 
spite of what Prof. Green says, of actual sentinent in fa
vour of the Nicaraguan Hevoluticn. That was a good thing, 
whoever was involved, in fact those Nicaraguans we:re back
ing the :revoluticnacy race against the Saroza family. It 
was not clear, as it was not in the case of Cuba, to~
cans, not evento people in the govenment, that the:re was 
a cxnp::nent in this Hevoluticn that was not strictly a Nic
araguan denocratic alternative; it was sarething that had 
links with the outside: as it was not clearly :realized by 
many people he:re that the revoluticnacy forces of El Sal va -
dor also have that strcng cxnp::nent, in fact they are 
bound to be eve:rywhe:re. How this escalated after the 
carter attenpts to satehow neet the desi:res of the Hevolu
tionary govermnent of Nicaragua and also with help fran MeX
ico, Venezuela and others, how all this developed into 
\\hat it is today is the product of the minds of. certain 
people in the u.s., behind Reagan, who have decided that 
Nicaragua was a th:reat to u.s. security with its links to 
Cuba; their links -we:re vecy obvious in the technical field 
and now they are in the military and security fields. 

It seems to ne that the u.s., at sace point, made up 
its mind that it was going to det:hrcne the Sandinistas and 
also p:revent a similar revoluticn fran taking place in El 
Salvador or elsewhere: Guatemala for exanple or Hcnduras, 
and they did it in the croollest fashicn of the 1920s by 
supporting the strong nen of the place and the comter for -
aes. They hartx:>ured the Sarozistas in the U.S., and started 
to ann and train them. We need not repeat the stocy. 
Today -we have an occupied countcy: Hcnduras, occupied by 
the u.s.; with Nicaragua turning itself into a fort with 
the help of many countries or with \\hatever they can buy 
elsewhe:re andwith the oovious support of CUba. 

Today there is an armouncenent in the paper that the 
Nicaraguans are getting anti-aircraft equi¡:mmt fran Cuba, 
in view of the attacks en the airports the other day. The 
whole feeling that there might have be.en solidarity 
anongst Central Americans is totally broken. There is po
larizaticn evecywhe:re, the:re is a staleuate in El Salva
dor, in spite of all the military assistance that the mili
tary governnent there reoei ves; there -were these sham elec
ticns which tried to cover the whole thing up; the sham 
pretence that there has be.en an inproverrent in the human 
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rights positicn of El Salvador. .Mexico has therefore been 
caught in a ver:y ambiguous situaticn because .Mexico, a:n
trar:y to its lcng-standing policy of nan-interventian, has 
intervened. It has taken sides. I am not saying this of 
Nicaragua because .Mexioo's policy was aiways to support 
the gove.mnent that caree into power which apparently had 
the standing, even for a coup d' ~tat. .Mexico has had ver:y 
few cases of not recognizing govemrcents or of breaking 
off relaticns. However .Mexico intervened in the intem.al 
affairs of El Salvador; they have also sarewhat intervened 
in Guatemala in the past; the latter was resented by Cen
tral Arrericans but .Mexioo did it in a ver:y subtle way, not 
officially. However, in the case of El Salvador it is an 
official interventian fran the outside with the Mitterrand
castañeda Declaratian • 

.Mexico is therefore in a ver:y awkward positian because 
this taking of sides weakens .Mexico's long-standing policy 
vis-a-vis the UN, vis-a-vis ever:y oountr:y where Mexioo 
stands for nan-interventian, self-detennination, the UN 
rule of law and peaoe, etc • .Mexico has really taken the po
siticn that it would be gcx:xl if the revolutianaries won in 
El Salvador; othe:rwise why would .Mexico say that they 
should be taken into account in sare carpranises which can
not easily take place? 

Ccntadora is, to my rnind, at this jtmcture, a ver:y im
portant diplanatic initiative which has had the effect of 
slowing down the aggressiveness of the u.s. ta.vards Nicara
gua and it has had its inpact in the U. S. Congress and 
sarewha.t en public opinian in the U.S. But ha.v far can it 
ge ií: the u.s. government really is to go all the way to 
destroy the Nicaraguan gove.mnent? It rray not; it rray be 
satisfied by the fact that all this pressure has brought 
about all these relaxations in the Nicaraguans and they 
are forcing thern to think twioe, not to becx:rce too linked 
to Cuba and the Eastem bloc (they have Eastem bloc help 
there too) and to tr:y to be nore open. Whether that will 
have any effect or not, I do not kna.v, but that has to do 
with the intemal problems of Nicaragua. 

There is an article in "The Eccnani.st" callea "Lull in 
central Arrerica" which ends up by saying: "President 
Ieagan should look ooolly and skeptically an the present 
semi-lull in Central Arrerica, but he can pennit himself a 
first flicker of hope that the revolutianar:y tide there 
has reached a high-water rrark." Unfortunately for Mexico, 
if there is such a lull it neans that we have to faoe an 
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occupatian of a Central American country by the U.S. aney, 
meaning Honduras, which is scmething that we abhor; it 
is against all our traditians, all our policies, etc., 
this is why we oppose the Dcmini.can Iepublic's landing of 
Mar:ines, etc. 

I offer you all these rambling c::c:mtents and background 
because of M. Dupras' interest in helping def:ine a Cana-
dian policy or positian towards Central America. I would 
leave aside the qoostian of future Central American devel
cprent, I am sure that Canada would oooperate in that, as 
it has oooperated in develcprent of African an.d Asían coun -
tries; this is closer to hate: the caribbean, etc. This 
should not offer great difficulty, it is a matter of poli-
cy in Canada, how to link together the efforts of all the 
various organizations: the UN, IDB, Central American De
velcprent Bank, etc., cnoe we get over this little diffi
culty which is not so little, the conflict in Central Amer
ica. Therefore, your real problem at this m::nent is how 
to relate to the conflict and how to help. ene abvious 
thing to do is to make kncMn the limited but inq;>ortant 
vake of the Cantadora group proposals, ccmnit:nents that 
Prof. Green has outl:ined so clearly to us, which already 
involve the Central American countries and at least make 
you hope that there is a will to :reach sana agreercent. Ch 
the·rooral side: making the inq;>ortance known is of great 
cansequence and I hope that the Canadian nedia can reflect 
all these things because cnly the bad things about Latín 
America get into the press in the U.S. an.d Canada, an.d 
very few good things. When there was a little border dis
pute between Nicaragua and Costa Rica, the OAS convened. 
They passed a resolution and sent a team headed by a noted 
diplanat fran Uruguay or CO!Cllbia or sana place to talk to 
Saroza and to Fi~res and solved the problem in about a 
week or so and the whole thing died down. This is sana
thing rnuch bigger, even for the U.S., it exceeds the sa:Jpe 
of the OAS. The OAS is therefore neutralized in this, apart 
fran whatever el se you may think of the OAS; which we need 
not go into right now but which we have been discussing a lot 
outside of these meetings. 

This will therefore be the worst m::nent for Canada to 
join the OAS or to express a desire to join this organi -
zation because the OAS is inactive and, if you did join 
it, it would raise saoa kind of curious expectatians: that 
you are taking sides sarewhere, en the wrcng side. The im -
nediate problem is to support the Contadora initiative, to 
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support it norally in the UN, the General Assanbly' s neet
ing during the next bNo nonths. It will probably have this 
question raised and also try to produce m::ideration in posi
tions7 m::ideration is badly needed in Central .America, there 
are very extreme positions all around. · I believe that ~
oo's position is that of being out on a limb and that it 
now needs sane kind of nora! support, too, because we are in 
a very difficult juncture in ~oo of being forced to main
tain a militant active foreign policy with regard to Cen
tral Arrerica at a m::ment when we are extrarel y vulnerable 
in the international financial situation, not just today 
but during the next few years, and when we have local pres
sures building up because we have had to follow, inevitably, 
policies that keep the leve! of employnent down,and that hold 
back the expectations of the middle class, which had been so 
prosperous in the last few years. 'Iherefore, for the ~ican 
government it is a very unhappy canbination of appearing 
wlnerable outside in foreign policy: in other words, if the 
u.s. decided to occupy Nicaragua there is nothing we could-do 
al:out it except kick up a fuss at the UN, with pressur~s 
building up within the country. · 

'lhere are saie other "thi.ngs I would caution M. Dupras on: 
he thinks that the Linowitz-Galo Plaza Report is same kind 
of marvellous document, but it is actually ful! of boles, it 
is a very poor analysis and it is very self-serving. I hope 
that M. Dupras will read it with a nore critical eye. On the 
other hand, it is very good to read about the evolution of 
Canadian policy with. regard to ~se problems and the fact 
that there was a subccmnittee in the canadian Parliarnent 
and these very judicious statements · of Mr. Trudeau and the 
Seci'etary of State in March 1982. 

I do want to end wi th a word of caution regaromg what 
M. Dupras said on page 6 of his paper wi th relation to El 
Salvador. It says: "Your -sUIXX::mñíttee-suggested thaf--t:.hree
oondi tions had to be net for elections in El Salvador: an 
internationally supervised cease-fire, serious negotiations 
bet::ween all parties to the conflict and an in~tionally 
supervised electoral process on the Zimbabwe :rrodel. " It is 
not at all clear to us exactly what the ZinbaJ:7..Je nodel was 
but these international supervisions with a 1ªgn Amerj.~_ 
oountry of . oease-fire or of elections, etc., are samething 
that has always raised eno:rnous resistance, especially in 
Mexioo, because it is an intervention, it is paternalistic. 

Nc:M, ene -w:>uld desire that the factions in El Salvador 
w.:mld agree anongst theroselves and perhaps they will with 
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sane kind of diplana.tic nediaticns outside but not with in
ternational supervisien; that would be treating it like an 
occupied cotmtry or sane fonrer colany of Africa or Asia. 
These things saneti.nes sound all right in international dis
cussions but they do not sound right am::ngst ourselves. 

The ene final point is en the questien of human rights. 
I think that human rights have been violated in Iatin Aneri
ca since before our independenoe and all aleng, by ene 
strcng govemrcent after another, by the military. When you 
have a revolution, you have killings. One rnillion people 
were supposed to have died during the M:!Xi.can Revolutien, I 
am not sure of that figure, the denogra¡ilers dispute it, 
but people were just sumnarily executed all around. This 
ha¡pms in all these cc:nflicts; it is happening in Iebancn 
today, but, was Callada as excited about human rights with 
regard to Argentina, Uruguay, Chile and, at oertain narents, 
Brazil? I am all for human rights and I would defend 
all the positicns for human rights but you carmot be too 
sanct:im::nious about it if you, at the sama ti.ne, forget 
what was ha¡:pming in other places. It is not a very im
portant issue in M. Dupras' statercent, it does not affect 
the big political problem of the narent but ene must be cc:n
sistent en human rights and I do not believe that any coun
try is really genuinely so. 

Prof. Ma. del Rosario Green 
(Instituto Matías Ratero de Estudios Dipl.aláticos): 

I just wanted to finish my interventien by taking advantage 
of a ver¡ inportant fact brought up by Prof. U:rquidi. It 
is no secret that M:!Xi.co is naw facing this pressure that 
Prof. U:rquidi pointed out. M:!Xi.co is in the miaa.+e of a 
very difficult crisis. Even though we have established 
ver¡ good relaticns with the intemational banking systern, 
we still have not solved all the proolem.s we are facing: we 
have unenploynent, reoession and all of the things that you 
probably have read about in the M:!Xi.can newspapers. In the 
middle of this crisis it was expected by many sectors that 
our foreign policy would change in a direction that probably 
would align it nnre autanatically with u.s. policy. we are 
tmder pressure fran the u.s., and fran M:!Xi.can sectors nnre 
willing to have foreign policy in M:!Xi.co which is closer in 
agreemant with the interest and desires of the u.s. We are 
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making an enonrous effort not to follow this path, not be
cause we want to be enemies with the U.S. (we really want 
to k.eep en having harm:nious relaticnships with this 00\m

try because it is a very important country for us all, 
also for Canada) , but we insist on following the principles 
of the traditianal foreign policy of ~co and especially 
en doing what we think is right and correct. 

Prof. U~di was saying sarething that is also a very 
CCll1lOl criticism of ~can foreign policy and I agree 
with his idea of ~co not k.eeping strictly to the princi
ple of nen-interventien in the case of El Salvador. In 
the past what we did roost, prd::>ably, was to end diplanatic 
relaticnships with the Franco gove:rnrnent or with the Pino
chet gove:rnrnent, but we did not go beyond that. In the 
case of El Salvador this did not occur. The anly thing I 
can say is that it may not be the official answer but an 
answer that really touch.es upen things that are important. 
The maintenanoe of the principle of nen-interventien does 
not rrean, or, at least should not rrean, that ~co or any 
oountry that is for that principle should adopt a very pas -
sive attitude vis-a-vis what is happening in Central .Amari
ca. I am al1 for a review of those principles, not in 
teDTIS of discarding them, but of adjusting them to the 
tines that we live in today. 

Finally, I woulc. also like to touch upon what Prof. Ur
quidi was saying about what Canada could do now without 
spending mudl naiey and that is prd::>ably in the UN's Gen
eral Assembly taking place now. The Minister of Foreign 
Affairs is speaking en Friday and sare of the things that 
he is going to say will prd::>ably touch upen that very prac
tica! issue and maybe without spending mu.ch naiey but sup
porting, now, the efforts of groups such as Ccntadora. In 
spite of all the things that have been said here (and I 
agree with the fact that everything would be futile unless 
the U.S. would really stop its aggression and hostility to
wards the area}, prd::>ably the pressure of countries with 
great prestige, such as canaaa, could be very positive, 
both in support of the ~can positien towards the Ccnta
dora group and also against any of this hostility or these 
attitudes which really make things even rrore difficult and 
make the possibilities of sucoess of the Ccntadora group 
nore distant. In spite of the fact that Contadora is cnly 
a group that really tries to help an a diplanatic basis, 
the achieverrents of the negotiaticns in the area and the 
pacificaticns of the area have been significant. The Ccn
tadora Group has served the very important purpose of be-
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ing a cantaining wall in order to stop the canflict fran 
spreading which \\Ould end up in a generalized war in the 
particular area. 

Hcn. Maurice Dupras 
(~ of Parlianent) : 

My remarks -we:re written in Canada, in the Canadian politi
cal envi.rament and I was influenoed by the Canadian po
litical reality, of course, and not by any other country. 

In Prof. Uxquidi 's remarks I see that in Central Aneri
ca, like elsewhe:re in the world, -we have sucoeeded in per
petuating the II\Ytll of the bad ccmm.mist and the good capi
talist (I cx:me fran a capitalist country and I ama capi
talist). This did not start with the Sandinista Revolu
tian in 1979; it started a lcng tirce ago, if you :recall 
Coolidge, in the mid-twenties, saw Bolsheviks evecywhe:re 
in Central Anerica and he was in good ccnpany. Iet ne 
tell you a darestic sto:cy that my coopatriot, M. Dufour, 
will certainly :recall: During Duplessy's tille the:re was a 
lot of graft and corrupticn in the govemnent, eve:cybcdy 
knew that. They built a lot of bridges and roads, but ene 
of the bridges they built in Th:ree Rivers collapsed into 
the ri ver with the loss of a fuw' li ves. The next day Du
plessy, who was the Preni.er of Quetec, said that it was an 
acticn of the cxmnunists. The:refo:re, neither Central Aner
ica, nor Latin Anerica, nor the .Americans have invented 
anything new by saying that the cannuni.sts a:re everywhere; 
we had that in the provinces of Quebec. 

This II\Ytll has served many pw:poses but I find it no:re 
and nore strange. It seems that CUba is no:re ccmm.mist 
than Russia is; the U.S.A. will not deal with CUba.; at 
least in the 1960s, soon after the Revolution, the U.S. 
exercised p:ressure en you, ~cans, and in Canada, to cut 
off all :relations with CUba. Today you hear Reagan saying: 
"Do not mi.x politics with wheat, it is bad for the Rus
sians to have shot down a Boeing 74 7 that was off course 
sane miles, but it is good for the u.s. to sell wheat 
to Russia." What kind of standa..--d is that? The cana
dians a:re wmdering whether he is speaking out of both 
sides of his I"OC>Uth, saying that it is ve:cy bad to do busi
ness with CUba and it is even "'10rse to do it with Nicara
gua. Unfortunately, Nicaragua does not have a choice and, 
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similarly to CUba in 1960, if the U.S.A. and cariada and 
other neighbours were to tum their bac1cs en Nicaragua, 
the enly ~Nicaragua could tum woul.d be to the USSR; 
but we all know how far éJWér:f the Soviets and the La.tins 
are fran ene another. I can give an exanple of this: in 
my last visit to Cuba, my first after the Ievolutian, I 
tried to see the influenoe of the Soviets in CUba and I 
could not find visible signs of it outside a few cars. I 
then thought that probably in the T:ropicana I woul.d be 
able to see the cultural influenoe of the Soviets over the 
Cubans. Well, I did not see any at all; I saw African and 
Latín Anerica influenoe, sare Anerican influenc:e but nene 
of the Soviet influenoe I expected. That oanfillred that 
the Cubans woul.d do anything to rumnalize their relaticns 
wi.th the U.S.A. and we all know that sare day this will 
cxne about. The reascn why we Canadians were in CUba was 
that we were searching for the possibility of bringing 
this day closer than it is. 

We spake about human rights, the Zimbabwe electicns 
that I recalled in my paper. When I speak about Zinbabwe 
I am talking about the electoral xoodel that was used in 
Zimbabwe, I am not making a parallel between Zimbabwe and 
El Salvador but I am inviting observers to the Salvadorian 
electicns, to spend b.lo or three days there: cne day be
fore, the day of the electien·and the day after. <l:>serving 
an electien is watching the prooess over severa! rn::nths, 
peroeiving the electicns, the electoral prooess being ~ 
plenen.ted or the signs of all the parties putting up can
didates. 

Prof. John Holnes 
(University of 'lbronto): 

Ido feel that we must follow up M. Dupras' suggestien 
that canada should search for ~ and neans in 'Whi.ch it 
can help; it carmot sit by and watch what is happening in 
Central Anerica. It has to be a search without illusien, 
often by clumsy efforts cne can discover what ene is t:J::y
ing to do. 'As M. Dupras suggested, canada oould be help
ful in the next stage. There 'WOul.d be a ver:y good ~ 
that we \VO\lld be prepared to do that sort of thing, but I 
am also sacewhat \llOrried and hoping to get sare light en 
what M. Dupras so eloquently referred to as "this little 
difficul ty. " Before we reach the stage of reconstruction, 
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what can be dcne about the present desperate situaticn 
(in El Salvador particularly)? Ncn-interventicn and self
detenninaticn are very good principles, but are they enough? 
Can you, for instance, have self-detenninaticn in El Sal
vador without interventian? I do not quite knav the 
answer to this question, but you oould go back and blame 
people in the past for the rress. The analysis is pretty 
oonvincing, but we are faced with a situation where people 
are c:cnsumad with hate and killing each other; it is by no 
rreans cnly in I.ebanon but also in Northem Ireland; hav do 
you stcp it? What, if anything, can we do? In the past, 
to sare extent, Canada was a specialist in this sort of 
thing: we care in with the peace-keeping fo:rces, the super
visory forces; we prefer to do it under the UN flag. 
That sort of thing can anly be dcne after there is an 
agreenent am::ngst the parties ccncemed. 

I look back at ene of the nost difficult and bitter ex
periences in nw life which has a certain parallel: wl'en we 
were involved after the Geneva Agreerrents ili 1954, in a 
tripartite cx::m:nission which did, to scrne extent, success
fully see to an annistice agreenent in Vietnam. Then, af
ter two years, it supervised free electicns. I am not sey
ing that Vietnam is an exact parallel by any means, but nw 
feeling at the tirre, and particularly looking back after
wardS (of course there has been much denunciatian by those 
who did not have the free electians), nw view was that the 
~r at Geneva, who said that there must be free elec
ticns in Vietnam, had absolutely no right to prescribe 
such absolute ncnsense. There was no possibility whatso
ever of free electicns in that situaticn. 

How realistic is it to talk about free electicns in El 
Salvador? I would like to think that it is, and if there 
is any possibility of holding them, and if there is any
thing anybody else can do, by all rreans do it. This is 
not a cynical question and it is not intended to be one, 
I would just like to see hav ene can get saie kind of gov
ernnent in El Salvador. Nicaragua is a prablem of the 
same kind but, at any rate, in Nicaragua there is an in
stalled goverrnrent which oould be built upan, in a way; I 
doubt that the ene in El Salvador could be built upan, but 
I am not a specialist in the area. What can ane do? It 
is a little like the Zinbabwe situatian and we were fortu
nate there that there was a carpranise; but the carpranise 
agreenent had to care; it was not irrp:>sed by the people 
who IOOved in afte:rwards. If such a soluticn did exist and 
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if it was sanctioned by the UN General Assembly and if 
sane sort of outside forces existed, so much the better. 
'lhere is the point that Mr. Chavarr!a roa.de that canada has 
a certain advantage, since as it is not close up, it has 
no perceived interest. 'lhis was exactly the reason why we 
were always getting involved in peace-keeping operations 
elsewhere. 

On the other hand, Prof. Urquidi has brought up a very 
good point about the sensi ti vi ty of Latin Anericans regarding 
this sort of thing. It is not unlike the kind of sensitiv
ity you have always had on the part of the Indians and var
ious other people about UN forces. They recognize the 
principle as being a good thing but it is still very like 
old inperialistic intei.ventions and it gets tied up in 
that. 'Ibis is the sensitivity one has to recognize. I 
oould see a group of Canadians with the skill and experi
enc::e we have aoquired in these things, operating in El Sal
vador in an election but rot being able to speak to anybody 
arotmd. One of the reasons we got involved in Vietnam, 
the Congo and elsewhere was that we ex>uld provide French
speaking people; we have great difficulty providing 
Spanish-speaking forces and I am a little inclined to think 
that if we carne to that point i t rnight be better to get a 
group fran Latin Anerica, through the Contadora group, if 
you already have this agreenent. 

Prof. Manuel A. Chavarr!a 
(El Colegio de ~co) : 

If we have a rnilitary solution in Central America, then all 
the rniddle forces will be erased fran the Central Anerican 
political scene. 

secondly, if there is an intervention then we will have 
an occupation and we need not worry about eex>nomic aid. If 
there is a political solution to the Central Anerican cri
sis, one cannot aid this region econanically or financially 
without first implanentinq social and econanic refonn.s. 
In the past we have seen that econanic and financial aid 
has not trickled down to benefit the vast ma.jorities who 
are the poor people in Central .Aroorica. 

Fegarding the elections I do not have any inside 
info.rmation, but I can speculate in this sense: that if 
the FDR/FMLN coalition is anticipating holding talks 
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with the Salvadoran govenunent, that rneans that they are 
ccnf ident that they will reach a certain agreenent that 
will :respect any electicn that is taking place in El Sal
vador. I do not think that any cbservers f:ran abroad will 
be the :remady to the prd:>lem, although it will undoubtedl.y 
help. 

A Canadian delegate: 

M. Dupras, in your paper you nenticn that in your CM11 view 
you feel that ene of the inportant things would be for Can
ada to support nore strongly the efforts of the Contadora 
group. That has cene up several timas this noming. I 
wcnder, was this ene of the :recx:miendatioos of the 
subcatmittee? 

Hon. Maurice Dupras (.Member of Parlianent) : 

No, the Ccntadora group cane into being after the report 
was ccnfinred. 

The same Canadian delegate: 

Do you think it would be a recame.ndaticn ncM? 

Mr. Dupras: 

I perscnally made the :recx:miendaticn to Mr. MacEachan and 
I was delighted with his exp:ressed support last May or 
April .and I hope that this will be pursued vigorously. 

The same Canadian delegate: 

I just had ene other short questicn, and that relates to 
Prof. Green who nenticned that the:re was a que:cy about the 
respcnse to the Ccntadora group, for exanple, CUba has :re-
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sponded quite positively to it. Recognizing the fact that 
obviously the main prablems in Central Alrerica are eocnan
ic and scx::ial and not East-west prablems, what is Mexico's 
attitude in this sense? 

Prof. vtctor Urquidi 
(El colegio de ~co) : 

Relating to what was just said, I would like to make a 
oouple of points. I do not think Mexico has much influ
enae over CUba. M. Dupras may have gene to the Trq>icana 
and seen sate Cuban dancers, but I 'Wellt nore recentl y and 
they had sate Russian emes there. That is all vezy super
ficial, but really CUba is totally aligned with the Soviet 
Unicn. CUba is deeply iI110lved in Nicaragua; every perscn 
you talk to there, in different professicns, has been to 
Nicaragua and they are involved in educatioo, security, eocr
nanic planning, etc. So the CUbans are deeply involved. 
I do not think Mexico is going to dissuade the Cllban gav
emnent fran that beca.use it is not cnly Cuban policy, it 
is Soviet policy. 

SU¡:p:>Sing that the cantadora group now has sare suc
aess at the UN General Assanbly and things do just calm 
down. This lull that "The Econanist" speaks of, "Lull in 
Central Alrerica, " do you think the U .S. is going to back 
out of Central Alrerica if Reagan gets :reelected? If he 
does not get :reelected there might be quite a change in 
policy; but if he thinks he is going to be :reelected the 
u.s. is there to stay. That is the reality and that is 
very uncanfortable for Mexico, beca.use the presence of 
trocps, of u.s. forces in Hcmduras, is going to affect the 
whole soene. I.ook at what is going en in Guatanala with 
these succeeding generals taking :paEr and maintaining the 
sane policy; they also have u.s. backing and the u.s. is 
backing the military govenment of El Salvador; too. We 
have a vezy good clase friend as president, Alvaro Magaña. 
He is a nioe perscn, but the real ruler is the military. 

The u.s. will not disengage fran Central Alrerica. It 
will take years to bring about negotiaticns and diplanacy 
where the noderates, as Mr. Chavarría mantianed, may have 
scme chance of ocnvincing the extJ:emists that they can 
really operate as a dem:x:ratic govemnent, rally support 
fran al! groups and can:y out the scx::ial and eocnanic re-
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fonn.s that are neoessai:y: it is going to take years. I am 
frankly very realistic in this matter. 

Prof. Jorge Alberto I.ozoya 
(El Colegio de ~co) : 

Taking rny cue fran the mmarkable presentatien by Prof. Ur
quidi and na,,r his footnote to the benefit of our bilateral 
thinking here: even though we are nothing but academics, 
there is an unlmown el.enent in the J.6d.can positien which 
has to do with the attitude or the thinking an this issue 
of the J.6d.can aney. I am not sure that the J.6d.can Minis -
try of Foreign Affairs can think in strategic nú.litary 
tenns. That is, I am not sure that we knCM if the J.6d.can 
aney has a strategic outloak en localized warfare. HCM 
does the Maxican aney see the Central Anerican issue? As 
localized warfare within a glcbal canfrontatian between 
East and West? All the Maxican positians he:re have :re
fer:red to the special nature of the Central Anvarican can
flict as i t affects us as I.atin Anericans. However, in 
strategic and tactical thinking the Central Anerican ques
ticn also has to be cansidered within the franewo:rk of lo
calized warfare anywhe:re, which is part of the nú.li tary 
thinking such as: What do the Maxican aney and people, re
spcnsible for that, think of the Iebanese questien? What 
do they think of the Indochina, North Vietnam issue? I 
heard sarething ver:y inte:resting fran Mr. Holnes saying 
that the canadians have a lot of experienoe in intematian
al canciliaticn and nediation in military te:ans and we do 
not. We are good. diplanats. Prof. U:rquidi roa.de a funny 
:remark on the good. old tines when the OAS could send a 
good. Uruguayan ambassador around. J.6d.cans are diplanats 
who think that sending a good. Maxican scholar to Central 
Anerica to discuss things is going to salve the issues. 

I am conoemed about hCM the Maxican aney sees the pos
sibility of localized warfare in Central Anerica in which 
the supe:q:iavers will be involved next door to us, as they 
are in rebanen, as they may be in El'A and in Ireland. 
This is a ccnpletely new el.enent in Maxican fo:reign policy 
that has little to do with Tlatelolco as such. Sinoe there 
is no natianal debate on this matter, I have never heard 
this question raised. For instanoe, I have never heard 
the Maxican Minister of Defenoe care to Ccngress and ex-
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plain what the armad forces have been thinking strategi
cally about what would happen if the .Americans carne in. we 
are militarizing Chiapas and public opinian has not been 
made aware of that. 

I do not agree with Prof. Green when she says we have 
no policy about :refugee questians. A friend of ours fran 
El Colegio was the head of the :refugee prograime at the 
Ministl:y of the Interior and he has just been fi:red. we 
have a military govemor in Chiapas, a new military zoo.e 
has been c:reated for Clti.apas. The:re must be strategic 
plarming of the Maxican amiy with the Inter-Anerican De
fence System of which we are not awa:re. 

It was vecy inte:resting to listen to canadian and Mex -
ican viewpoints: for instance, we Maxicans do not seern 
to be p:repa:red to send troops anywhe:re, to send peace
keeping troops to rebanen or, as the canadians have dme 
regularly in their histocy, to participate in war situa
tians in which you becare "the bloo helmets." We get a 
little junpy about it because that neans involving the 
Mexican amiy which is supposed to be, as the Minister of 
J:efence said th:ree days ago, just used for parading on 
national holidays. I would like to see the Maxican 
nú.litary point introduood. I wish sarebody vecy high in 
the govenment oould be kept info:rned. 

Mr. Gert R:>senthal 
(ECIA): 

It has been a vecy provocative debate this nnming and I 
do not :really want to pick up the many issoos placed en 
the table. I would like to raise two points: oo.e, that 
seen fran the Central Arrerican viewpoint, the tragedy for 
Central Arrerica is to have the East-west cx:nfrcntation, 
not only for the cx:nventicnal :reascn but for two other 
reasons: in the first place, the injectien of the East
West confrcntatien in the Central Anerican cx:ntext has 
ver:y little to do with Central Anerica; it is vecy under
standable that in the chess gane played on the world 
stage bet.ween the two superpowers it is vecy difficult 
for the U. S. to have the other superpaver tweak its nose 
in its own back yard. The U.S. cannot tolerate that and 
it has nothing to do with Central Arrerica, it has to do 
with posturing bet.ween one superpower and the other. This 
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introduces an extraordinary lack of sensitivity towards 
what the Central Anericans think, and the latter appear as 
sare k.ind of pawns or passive oo.lookers to a ccnflict 
which really has very little to do with them. That is the 
first strategy. 

The seccnd strategy is even worse, because I feel that 
there is an inherent oontradictioo. in the objective of ccn
taining ccmnunisrn and that of supporting change. These 
things are not done in the abstract and the U.S. has to 
seek darestic political actors to support. If the issue 
of ccntaining cx:mnunisrn becares the overriding issue then 
the u.s. has to support the darestic actors and that will 
help the U.S. to oontain ccmnunism. Unfortunately, they 
are the sane darestic actors who are using the cliché: 
"the forces of the status~·" Therefore, a contradic
tioo. exi.sts there 'Which is insoluble as far as I can see. 
So the injectioo. of the East-West ccnflict in Central Amer
ica is a big strategy for the Central Americans who ap
pear there as passive oo.lookers with very little to say. 

My seccnd ccmrent has to do with sarething Prof. Green 
and Prof. U:rqui.di said: The idea that canada should give 
xroral support to the CCntadora group. I arn very much in 
favour. The initiati ve that was undertaken by the four 
oountries of the so-called CCntadora Group is worthy of 
the support of all reasonable natioo.s of the world. What 
irritates rre a little is the idea that xroral support is 
enough; Canada and r-exi.oo, to draw a caricature, are ask
ing themselves what they can do to support Central Anerica 
without it costing them very much. You cannot be an :i.npor -
tant actor in the internatioo.al scene without ccmnitting 
resouroes; in other words, oountries which want to be im
portant actors in the intematioo.al arena have to back up 
their participation wi th resouroes. M:>ral support . for the 
CCntadora Group is not enough; it is nioe, it is note
worthy, so is lave of xrotherhood, but if Callada wants to 
exert any influenoe en events in Central Anerica, it will 
have to go further than giving xroral support; I would say 
the sane for ~oo. It has to be said, however, in M;?xi.
oo' s favour, that they have ccmnitted a ccnsiderable 
arrount of financial resources through the Venezuelan
Mexican energy progranme which gives then a newly ac
guired presence as an inten1ational actor in the Central 
American arena - a degree of legitimacy which other actors 
do not have. 

What I arn thinking about ooncretely is how Canada 
oould be supportive of the Cootadora initiative. I dis-
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agree with Prof. Urqui.di when he states that regional eoo
nanic integratian or regional eccnani.c ~ratian has 
care apart; as a matter of fact, it has not and that is a 
remarkable fact. About 20% of the trade generated in the 
five oountries is anrng themselves and this does not hap
pen because of any Bolivarian or, in the case of Central 
Anerica, l>k>razanic ideals. It is happening because of 
neoessity and, since they say that necessity is the nother 
of inventian, the Central Anericans have been able, so far, 
to separate the area of political interactic:n fran the 
area of eccnani.c interactic:n. There was an anied conflict 
in 1969 between two countries; it was unable to interrupt 
seriously the degree of eccnani.c interdependenoe. over 
the last three years, we have seen countries caning to a 
virtual anied conflict, as in the case of Hc:nduras and Nic
aragua, but they have managed to continue cooperation. A 
lot. of people who are not fran Central Anerica regard this 
with a great degree of skepticism, but it is a fact for all 
who want to see it: the level of interdependenoe through 
trade; the fact, for instance, that Nicaragua buys elec
tric energy fran Costa Rica and sells it to Hc:nduras; the 
fact that the ooi.mtries can rreet in their rnul.tiple fora in 
the ecc:nanic arena without any difficulty. This is scrce
thing very much worth preserving, stq:ping political differ
ences frcm spilling over into the econanic arena. There the 
intemational ocmnuni.ty can make a very concrete and sub
stantial cc:ntribution to maintaining ecc:nani.c interdepen
denoe, to give ti.ne for the political initiatives, 
launched by the Contadora Group, to take effect or to fail. 

During this period all efforts should be made to allow 
the Central Anericans to cc:ntinue trading and cooperating 
am::ngst themsel ves. This requires m::ney, not a lot of non
ey, but if the intemational carmunity or those countries 
that are paying lip servioe to support the Ccntadora Group 
would care up with a mass of resources in the order of 100 
millian dollars this would enable the Central Anericans to 
oontinue trading for 1 1/2 to 2 years at :rrore or less the 
level of 1980. This is a very respectable figure, it is 
approximately a billian dollars worth of trade anrngst the 
Central Aneriqan coi.mtries. The calculatian there is that 
while the coi:mtries maintain this high leve! of ecx:nani.c 
interdependence, it is going to be that much harder for the 
political differenoes to spill over into the eccnani.c a:rea. 

Therefore, whenever I arn asked what can reasc:nable re
fonnist-minded oountries of the world, like canada, Spain, 
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Franoe, or Sweden, do to support the Contadora initiative, my 
respcnse is that they should give sare S'llf'POrt to the eco
nanic aspects of the Ccntadora initiative. The Ccntadora 
initiative was divided into four chapters, ene of which 
was called sarething li.ke: ''Eccnanic and Social Goals, " 
but I think that the authors of that do not have any clear 
idea of wha.t that neans. We have been selling the idea 
that the anly thing we should ccnoentrate an right now, in 
the :i.nmadiate future, is to get the intematicnal carmuni
ty to support eocnanic interdependenoe in the regicn and 
that this be maintained both for eccnanic and political 
reasons. For eccnanic reascns because it is d::>vious that 
the utilizaticn of installed industrial capa.city is way 
down, and if there were a little liquidity for the coun
tries to ccntinue trading with each other that would make 
a oontributicn, at least to prevent dis-eccnanies of scale 
in industry and further unemploynent. Even nore ircportant, 
in my opinion, is the political fact which I cannot stress 
enough, very few people believe it: that the countries are 
indeed willing to oontinue to cooperate in the ecananic 
arena, and that is sarething remarkable, worthy of support, 
which oould, at sare point, ccntribute to political disten
sion. 

Therefore, my idea is that noral S'llf'POrt is not enough. 
Sarething ccncrete can be done that involves sene m::ney 
and I wish that the Maxicans and the other three nerrbers 
of the Ccntadora Group would pursue this with nore aggres
siveness vis-a-vis the oountries in the world who would be 
able to make financia! ccntributions to an idea or inspira
tion behind the Ccntad.ora initiative. 

Prof. John Holnes 
(University of Toronto): 

I found wha.t has been said very persuasive and I entirely 
agree with Dr. Rosenthal that words and support are not 
enough, but then I say: Whan do you give it to? How do you 
do this? Iet us say we raise the rocney, and the sum is 
not a great deal, presumably you have to work with the ex
isting govenurents. I can think of the situaticn in Cana
da; for instanoe, if we provide rocney for the Nicaraguan 
government there would be protests in sorne directions; if we 
provide rocney for the Salvadorian government there would be 
strong protests in other directicns. · How can you have a 
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frarrework to work within the existing governrrents? This 
is not intended as a questian to destroy your idea, it is 
just to explore it. 

Dr. Cert Rosenthal 
(ECIA): 

OUr idea is to multilateralize the international assistance 
through an existing institutian which is the Central Amer
ican Bank for Eoonomic Integration. A special rnechanism 
has been created wi thin the bank. If I go back a little 
further, the Central Americans have a clearinghouse which 
clears trade balances nonnally an a quarterly basis, on a 
multilateral basis, and the clearings are done by the Cen
tral Banks in darestic currencies. They need foreign ex
change anly to pay the balances and those paynents are 
done an a bilateral basis, between each Central Bank and 
other central banks. 

TINO things have happened in the last three years: 
(1) Aggregate demand has fallen off because of the se -

vere eoonanic recession, and there is nothing to be done 
about that. So trade has fallen off rrore or less in pro
portian to the oontractian of global or aggregate demand. 

(2) What has happened is that rrost of the oountries, 
and especially the deficit oountries in regional trade, 
do not have foreign exchange; they are therefore trying 
to limit their imp:>rts fran the rest of the regian to a 
level approximately equal to what they are exporting. 
This brings the level of intraregianal trade davn to the 
lc:M3st ccxrm::n denominator. 

We have proposed the creatian of a new mechanism tied 
to the Central American Clearinghouse which would pentli t 
the countries to extend medium-tenn loans on a mul tilater -
al basis. In other YX:>rds, if Nicaragua has a deficit in 
its trade with Guatemala of 30 millian dollars - what has 
been happening in the last two years is that the Central 
Bank o:!: Guatemala extends bilateral credit to the Central 
Bank of Nicaragua. We are proposing the creation of a 
multilateral institution whereby Nicaragua would <:Me this 
new institution the 30 million d.ollars and this new insti -
tution YX:>uld CMe Guatemala 30 million dollars. The bilat
eral relationship disappears. The idea is for countries 
to extend medium-term credits for a certain percentage of 
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the deficit, say half; the other half has to be paid in 
cash. For this nechanism to "WOrk, it "WOuld need sorne "seed" 
noney in foreign currency for two reasons: 

a) To finanae part of the deficit which would have to 
be paid in cash. 

b) To give this new instrumant a backing in intema
tianal currencies in order to neet its carmi:tnents to the 
debtor banks even if the creditor banks should fail to 
neet their caamitnents en the exact date. 

we figured out that about 100 million dollars are 
needed in order to maintain a leve! of intraregional trade 
of roughly one billien dollars. 

My view is that the intematianal carmunity or canada, 
as a neniler of the intemational camrunity, would not be 
supporting Guatemala or Nicaragua or El Salvador; it would 
be supporting the regien, "the gc:x::>d guys and the bad guys. " 
It is fair enough because the region is requesting it. we 
encountered aertain difficulties in Europe last ~ dur
ing the meeting of intemational donors and the Central 
Anericans. The European nenbers are ve.ry reluctant to sup
port the "bad guys" in central Anerica. They are willing 
to support the "good guys, " although eve.ry day there are 
fewer "gc:x::>d guys. " we are t.rying to sel! them the idea 
that they should not worry thenselves too much about the 
identity of the "gc:x::>d guys" and the ''bad guys" by introduc
ing a multilateral approach to assistanae in central Aneri
ca. A oonaept of pluralism should be introduaed into in
temational assistanae which would be ve.ry consistent with 
the goals of the Contadora initiative. Machine.ry does ex
ist there to inplenent this. 

My idea is that there should be a sort of Intematien
al Pledging Conferencie organized by the four Contadora 
countries, in which aertain nembers of the intematianal 
canmunity would caamit financia! resouraes in favour of 
this idea. I do not think ene should go around asking for 
other things, one should concentrate everything around the 
rrain idea of allowing the Central Anerica11s to continue 
trading with each other, in other words to maintain eoonan
ic interdependenae while the political initiative gets 
enough b:reathing spaae to see if it is going to 'WOrk or 
not. I am quite su:re that the prospects of the Contadora 
initiative are a functien of what the Reagan administra
tien intends to do and depend on what the dorrestic l.imi
tatians in the U.S. are to tlie Reagan administraticn car.ry
ing out its intentions. In other words, if the Reagan ad-
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ministration is able to persuade its public opinion that 
we have to get rid of these awful Sandinistas, well this 
initiative is not going to work. I do not think that it 
is too much to ask the intemational ccmnunity to back up 
its lip service to the COOtadora Group by contributing a 
:relatively small am:µtt of :resouroes to give a little 
b:reathing spaoe and tima to work. 

Prof. Víctor L. Ui:qui.di 
(El Colegio de ~co) : 

It is true that in the past, whenever there were politi
cal difficulties, the integratian process cxntinued. I 
lived through that: all these prd:>lems arising between 
Glatemala, El Salvador, Halduras and others, and evecy
thing carried an. I would be the last persoo to cast 
doubts en the value of the integratian prooess and en the 
technocratic gimnicks that.we all oooked up at various 
stages and sate of which worked vecy well. But I think 
the situatian is a little dif:ferent na,.,. 

The "ifs" are so inportant: if the caitadora Group 
should sucoeed f irst of all in getting all this nora! sup
port we talk about and calming down the hawks in the Rea
gan administratioo; if that should happen, then what Dr. 
Rosenthal says would\:.Urk iimediately. Behind it are all 
the other factors: the iredium/long-tenn plan that Dr. 
Pollock spoke about, etc. But ene nrust be realistic in 
the face of what is going en, there is vecy little to in
dicate that there is arr¡ IOOderatian an the side of the 
Baagan administratian, and the Nicaraguans are getting 
into nme and nore of an extreme positioo. ene has to be 
a little skeptical; I am not against it, I am all for it. 
These things oould be vecy inportant right na.Y"; in other 
\\'Ords, we have to get over the poli tical problems so as to 
be able to set in noticn all the different nechanisms, of 
which there are many, and to start revitalizing the cen
tral Anerican ~ which is in a disastrous state na,., 
for purely outside reasoos like the decline in coffee, 
etc. and because of the cxnflict within the regioo. We 
therefore have to view this situatioo with political real
ism and it is there. 
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A canadian de).egate: 

This is less of a oamrant than just a preface to the ve-ry 
limited call by Ambassador Rosenzweig for nore than lip 
servioo to the Cootadora Group. Cémada has already cxmnit
ted over 100 millicn dollars to Central Anerica overa five 
year pericxl and that is the way we work.ed it out in our 
budget-making process. What we have not dooe with the 
rcaiey is spend it because it is ve-ry difficult to programe 
p:rojects in Central Anerica, not because of any particular 
resistanoo f:ran the u.s. or even the host governnents, but 
it is just difficult to administer and folla,., up a tech
nical assistanoo programe when peq>le are k.illing and 
kidnapping each other. To give you sare of the hi.sto-ry 
which is prabably well known to everybcxly: there was a 
dcnors neeting under the aegis of the Caribbean Basin Ini
tiative. There was a dcnors neeting scheduled in Caracas, 
unfortunately that neeting ran into the political dynamics 
of what was then the Fa:lkland/Malvinas crisis. That neeting 
did not take place. This canoollaticn eliminated those who 
were going to be again ccnvened at another neeting in 
Geneva: the Japanese, Fl:ench, Ge:cmans, Dutch ••• many ooun
tries who had already signalled that they would be willing 
to participate in a dcnors neeting of that sort. The 
result was that Cémada ended up stating: "OUr progL&mes 
will ccntinue reganiless of whether, for exauple, the u.s. 
Coogress is still chipping away at the administraticn's 
original CBI p:roposal, our projects will oontinue to be 
funded and allocated to the extent that is possib).e. " 

A canadian delegate: 

With all due respect to P:rof. UJ:quidi 's oamrant that spe
cific technocratic ginmicks would not work until the polit
ical and security framework is resolved, I must oonfess 
that as a new academic, who had been an old bureaucrat, I 
am ve-ry attracted by Mr. lb3enthal 's idea of not solving 
anything. His idea was cnly, as I understocxl it, to p:ro
vide sare breathing spaoo; in other "WOrds, to dem:mstrate 
that econanic multilateralism might help a bit to pr:acote 
subsequent political pluralism. It was not to solve any
thing but to aneliorate, or calm te:rporarily, a situatioo. 
The cp::istian that I direct to Dr. Rosenthal is: How could 
we leam nore about this idea? Is it published? 
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Dr. ~rt Rosenthal 
(ECI.A): 

Yes, it is published in various docunent<s. However, a dif
ficulty arises: fran the strictly econanic viewpoint, the 
more orthodox actors en the intematicnal stage do not 
like the idea. For exanple, the IMF and even the W:>rld 
Bank dislike it because, as they view the position, the bal
ance of paynents deficit should be attacked at the global 
level and ene should not respcnd to regicnal balance of 
paynent prcblems since that is a barrel without a bottan: 
you put I'OClleY in and the anly way to redress it is to get 
a global balance of paynents equilibrium. Even an econan
ic grounds that is a debatable point because the level of 
eoonanic interdependence bebween the Central Americans cer
tainly gives a qualitative difference to each one's balance 
of paynents deficit with the rest of the region vis-a-vis 
their balance of paynents deficit with the rest of the w::>rld. 

Basically, what I think is that this idea should be 
- solden a political level; in other w::>rds, whether it has 
ecx:nanic marits or not. The people who w::>uld like to see 
the Ccntadora initiative p:rosper and political distension, 
through negotiatien and cansensus, reached, should badc 
this initiative as a political decisien and not base it an 
the possible analysis of costs and benefits. A docunent 
which gives it political justificatian has not been pre
pared. We have prepared docunents en the econanic justifi
cations, but we have never taken that idea and tried to tie 
it to the Ccntadora initiative. It oould be dcne very 
easily. 

Han. Maurice Dupras 
(l<Ember of Parliarrent): 

I would like to begin by expressing my satisfactien that 
Mr. Cl'lavarría agrees with ne when he sees the advantages 
of canada's positien not being clouded by past involvenent. 
It is .important that a oountry such as canaaa, in this hani
sphere, that has no past in Central America, could make 
suggesticns and praoote soluticns that are fresh and not 
ex>loured by any past experience. 

I "WOUld like to resp::llld to Prof. Rosario Green when 
she described the state of the political situaticn. She 
sucoeeded in convincing ne anyway that it is very dynamic, 
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fluid and, at times, intriguing. Of oourse, a Canadian, 
looking at the situaticn fran that distanoe, does not al
weys peroeive all the new answers to the political nove
mants of Latín Anerica. Nevertheless, Prof. Gl:eerl has 
cx:ntributed to the sd:iering of sare of my thoughts and, 
perhaps, to the coolin.g down of my enthusiasm to att:enpt 
to find soluticns to the serious problems of Central 
America. 

We a.re na,.¡ engaged in discussing the possibility of 
pe:rhaps having a plan. Dr. a:>senthal brought saie infor
maticn about saie plans and Mrs. Moreno yesterday in
fonoad us that, at a ccnfel:enoe in Brussels, CEII.A 
produced a docunent that could be the basis for such a 
plan. llnder these cxnditicns, would CEII.A, which is 
perhaps too closely knit with the G 77, not be suspected 
by the u.s. administration? We all know the allergy Mr. 
Ieagan has for the G 77. Would this project ever have a 
chance of being taken seriously by the u.s. administra
ticn, ;i.f the associaticn were made that CEII.A and the G 77 
were involved? 

In respcnse to Prof. Urquidi's expectaticn that maybe 
President Ieagan would be reelected in 1984, I think that 
this is a strcng possibility and I Jma,.g what it woul.d 
nean to M:!xico if that cane about. It would be an even 
worse soenario if he were reelected with the sane Ccn
gress and Senate. I believe that if he were reelected he 
would have a different House and Senate and the situaticn 
'lllOJ.ld, in any case, be quite diffe:rent. ~alizing M:!xi
co' s fear of the fluid and dynamic situaticn in Central 
America, which is so clase, and the possibility of having 
to cope with so many refugees, I can understand the re
serve of M:!xicans towards any interventicn in Central Airer
ica. This is why we, canadians, have to tiptoe our way 
towards the manoeuvres that will take place in the near 
future. 

Finally, I would like to express my appreciaticn to 
El Colegio de Máxico and the Colloquimn for having in
vited ne, a parliarrentarian, to participate in this ex
ercise. I fomid it ver¡ enriching for ne sinoe, as you 
Jma,.g, I have spent alzoost two years devoted to Iatin Amer
ican affairs and I intend to pursue this. I have learnt 
a lot in the last three days. 
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Prof. Manuel A. Cbavarrla 
(El Colegio da ~co) : 

I just want to make sare final observations. I believe 
that if the ea:nanies of the Central J.\nerican countries 
are to prosper, it has to be done within an integration 
sc:heKe, whether it be a negotiated sett.lenent that favours 
the left or the right or the centre, in the first place. 
Insofar as that is true, then it is "WOrthwhile to save 
the institutioos and the legal frarrewoi:k of the present in -
tegraticn schene. This is cnly a general observaticn. 

Iegarding the nechanisrn that Mr. Rosenthal was speak
ing about, I have the following thoughts: nost of the for
eign invest:nent in Central J.\nerica is the U.S.'s; if that 
is the case, nost of the trade benefits American finns; how 
many resouroes has the U.S. government cxmnitted to this 
nedlanism? Why is it asking for cooperaticn fran other 
govemroonts? 

Olainnan Prof. Edgar Dossrnan 
(CERLAC): 

It falls to ne to bring this session en Central Anerica to 
a close; in a sense, it began last night with Arnbassador 
~ig and his i.nportant ccmtents and it ccntinued 
during a noming which has been a ver:y exciting ene, ver:y 
provocative and, for all of us, a ver:y significant one. I do 
not think that any canadian participant here has failed to 
leam a great daal about the dynamic Central J.\nerican sit
uation. In particular, I "WOuld like to thank the three 
panelists: M. Dupras, Prof. Rosario Green and Prof. Cbava
rría. 

The end of the final sessian also brings to a close 
the substantive sessicn and the ccnfe:renoe. The symposium 
will be turned over to Dr. Urquidi. I would, however, 
like to make a few ccmtents about the hospitality and gen
erosity of El Colegio; in this regard, Prof. MacDonald, 
our presidant, has asked ne to state publicly his regret 
at not being here this rroming. Right fran the beginning 
of the organization and rny ver:y happy daaling with Prof. 
Onar Martínez and other officials of El Colegio, it has 
been a ver:y happy experienoe and it does revive a link, a 
dialogue, between Canada and ~co of a particularly im-
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portant kind. I certainly hope that when we act as hosts, 
next ti.ne, for El Colegio's professors and their guests, we 
can provide the sane kind of hospitality that we received 
here. 

I would also like to rrention that it has been a partic
ularly happy experience that Ambassador Mc:Kinney and the 
officials of the Embassy have spent so much ti.ne with us. 
But, principall y to Profs. Urquidi and .Martfuez I.egon:eta 
and to all the people who helped plan this Synposium and 
who did such a good job and who put us up so well and gave 
us every cansideration and who have helped in reviving 
this initiative, I would very much like, on behalf of our 
delegatian, to express our wanrest thanks and regareis. 

Prof. Víctor L. Urquidi 
(El Colegio de Máxico) : 

Dr. Dossroan, M:r. Arrbassador, canadian friends, on behalf 
of El Colegio and the participants on the ~can side I 
wish to, first of all, express to you, what I arn sure I arn 
inte:rpreting in their thinking, that we have found this a 
nost .rewarding rreeting. ene attends so many seminars and 
tends to classify them in just two categories: good enes 
and bad ones, and this is definitely in the first category; 
this has been a very good seminar. We have exchanged 
points of view; we have leamt rrore about your own view of 
~co and the surrounding area, Central Airerica, which is 
of great interest; we have had a lot of new ideas injected 
into our kna.vledge of what has been going on be~ ~
co and canada. It is essential that this sort of dialogue 
continue; I arn shocked that we have spent so many years 
without one and we rnust remedy that. 

I want to thank President MacDonald, through you, for 
the very inportant participation, indicating good will and 
cooperation that he put into the organization of this sym
posium and the various organizations that have helped it; 
and of course, the interest of Ambassador McKinney in 
having this meeting. 

I trust that sare ideas will beccme rrore concrete as 
to the content of a future ireeting which will hopefully be 
in canada. Yesterday I said that I thought that at every 
sessioo we should have sare kind of review of relatians be
cause so many things happen these days of which ane is not 
full y aware. Then we might go on to discuss certain spe-
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cific matters, issues, bot.h parallel natic:nal prablems and 
bilateral prablems and intematic:nal matters of interest to 
both oountries and thus leazn fran each other. 

I am glad -we had this rceeting, I am glad that you found 
the circumstanoes anenable for this kind of discussian. I 
do hope that in the futu:re thiswill not be a pu:rely 
Colegio-Foreign Ministry-Mexican representation. We should 
make an ef fort to bring in scholars fran other organiza
ticns in Maxi.oo, there a:re many that a:re also interested in 
these questicns. I have a very strong feeling or attitude 
about the valtE of these academi.c discussicns because they 
provide a lot of freedan to talk. It is said that very 
little oooes.out of them, saietines a short report ora 
neno or a short booklet. Prof. Hol.Jres must have a long ex
perienoe in dealing with the folla,.¡-up of the innurrerable 
neetings that he has attended. But even if not too many 
books, papers or docunents a:re produoed, I think what 
euerges essentially, is that those of us who a:re interested 
in things happening in the "WOrld will have better judgnent, 
better data to talk to people who a:re close to policy and 
decisian-making a:reas. In Maxi.oo we do not always find 
that the policy-makers a:re interested in the views of aca
demic people; that-is changing, however, and, insofar as 
we can maintain this leve! of discussian we have had he:re, 
"2 a:re enriching our capa.city to interact with people who 
are facing imredi.ate prablems of policy and politics, etc. 
This is the vallE I gi ve to these neetings. They a:re not 
sterile at al!; en the ccntrary, they have set much in m::>
tim. 

I also value very much the presenoe at this sort of dis
cussian of people with political experienoe, such as M. Du
pras, who are closer to the grass roots, who have their 
ears to the ground and who view things in a carpletely dif
ferent plane. I very much respect the life, the activity 
and the view of a politician because it is a world that -we 
academics do not fully understand and we must hear rrore 
about it and be able to interact. I do not know if any oth
ers of you are active in politics, but M. Dupras obviously 
is and that is a very positive ingredient in our discus
sicns. I think what we should do en the Maxi.can side, and 
we have done so in the past, is to have sarebody present 
IOOre directly linked to the political level of discussions 
in our oountry. 

Thank you very much indeed far al! your ccnoentration 
in these three days. Thank you, Mr. Ambassador, again far 
ali you have dcne. we can ncw declare the neeting, joint
ly, closed. 
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ronto through the Centre for Research on Latín America and 
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