The New Staple State:

Political Economy and Public Policy Regimes in Canada’s Primary Industries
Edited By

Michael Howlett

Department of Political Science

Simon Fraser University

Burnaby BC

Howlett@sfu.ca

Keith Brownsey

Public Policy

Mt. Royal College

Calgary, ALTA

kbrownsey@mountroyal.ab.ca

Manuscript Submitted to the

University of British Columbia Press

July 29, 2004

Table of Contents

iiTable of Contents

Table of Tables
xii
Table of Figures
xiii
Part 1 - Introduction
2
Chapter 1 – Introduction – Michael Howlett (SFU) and Keith Brownsey (Mt. Royal College)
3
Overview: Staples and Post-Staples Political Economy
3
Chapter II: “The Post-Staples State: Reconstruction of Political Economy and Social Identity in 21st Century Canada” – Tom Hutton (UBC)
8
Introduction: the post-staples hypothesis in context
8
The 'state' of the 'advanced staples state': defining conditions
12
New and emergent dynamics of regional divergence
19
Implications of the reconstruction of political economy and social identity
32
References
36
Part II: The New Political Economy of Consumption Industries: Agriculture and Fish
38
Chapter III: “Canadian Agriculture:  The Elusive Search for Fair Terms of Trade” – Grace Skogstad (Toronto)
39
Introduction
39
An Historical Overview
42
State Retrenchment and Market Liberalism in the 1980s and 1990s
48
Regional Market Integration and Dependence
49
Integration into the Multilateral Trading Regime
52
Redefining State Fiscal Obligations
54
The Role and Impact of Farm Organizations in Market Liberal Initiatives
56
Structural Change in the Agri-Food Sector
60
Looking Ahead
65
References
70
Chapter IV: “The New Agriculture: Genetically-Engineered Food in Canada” –  Elizabeth Moore (Agriculture Canada)
80
Introduction
80
Canadian agriculture: a history of applying technology to agriculture
84
Jumping on the biotechnology bandwagon
85
Regulation as instrument of promotion and protection
89
Shifting ground: commercialization of GE food crops begins and challenge grows
94
Government response
96
The road ahead for agricultural biotechnology in Canada
99
The Future of GE food in Canada
102
BIBLIOGRAPHY
107
Chapter V: "The Impact of International Trade Liberalization on the Canadian Fisheries Industry" - Gunhild Hoogensen, (Tromso)
116
Introduction:
116
Trade liberalization, reduction of barriers to trade, tariffs and non-tariff barriers – what does it all mean for the fish?
118
Fish and Trade:
120
A short history: Trade and the Canadian fisheries
123
Status of the Canadian fisheries according to the OECD
128
Subsidies
130
Regional and International institutions: NAFTA and WTO
133
Societal impact
140
The role of the trade agreements and WTO – good, bad, and does it matter?
144
Conclusion:
146
Bibliography-
149
Chapter VI: "Studying Canadian Aquaculture Policy: Issues, Gaps and Directions” - Jeremy Rayner (Malaspina) and Michael Howlett (SFU)
153
1. Introduction
153
2. Aquaculture as a Problematic Post-Staples Industry
158
3. The Existing Canadian Aquaculture Regulatory Framework
165
3.1. The Federal Situation
169
3.2. British Columbia
177
3.3 .New Brunswick
183
3.4. Nova Scotia
185
3.5. Prince Edward Island
192
4.0 Aquaculture Development: A Research Agenda
193
Part III: The New Political Economy of Transmission Industries: Oil and Gas, Electricity and Water
202
Chapter VII: "From Black Gold to Blue Gold: Lessons from an Altered Petroleum Trade Regine for An Emerging Water Trade Regime" - John N. McDougall, (UWO ),
203
The Cost of Bulk-Water Transmission
204
The Emerging Trade Regime Affecting Oil, Gas and Water Exports
210
Free Trade Agreements and Water Exports and Investments
215
Conclusion: The Effects of Free Trade Agreements on National Resource Policies
227
Introduction
231
Sources of Complexity
235
First Nations and Aboriginal Rights
236
Environmentalism and the Sustainable Paradigm
238
The Shift from Keynesianism to Neo-Liberalism in Canada
239
The Establishment of Neoliberal Trade Regimes
240
Neoliberal Epistemic Ideas for Electrical Utilities
242
US Restructuring and its Initial Impact on Canadian Energy Policy Regimes
246
Restructuring in Canada
250
The Proliferation of Actors and Enlargement of Networks
253
Making Sense out of Complexity
255
Hydro as Staple?
256
Modelling Change: Paradigms
260
Questions of Change and Continuity?
262
Current Agenda
265
Conclusion: Electrical Energy Policy : A Research Agenda
267
Social Learning and Metamorphosis
267
Explanations of Provincial Differences
267
Chapter IX:  "Canadian Oil and Gas In the Age of Bush" - Keith Brownsey , (Mount Royal College)
271
1. Introduction:
271
2. The Canadian Oilpatch
274
3. A History of the Canadian Oil and Gas Industry
279
3.1 The Colonial Period
282
3.2 The Era of Multinational Domination
284
3.3 The Nationalization of Oil and Gas
290
3.4 The Era of Benign Neglect
299
4. The New NEP and Kyoto
304
5. Conclusions
309
Chapter X: "Offshore Petroleum Politics: A Changing Frontier in a Global System" -  Peter Clancy, (SFX)
317
Offshore Petroleum as a Distinct Political Economy
320
Spatial and Temporal Dimensions
322
Offshore Petro-Capital as a Political Factor
328
Technology as a Political Variable
337
Science, Knowledge Domains and Epistemes
341
Federalism and the Offshore Domain
344
The Atlantic Offshore
348
The Arctic Offshore
350
The Pacific Offshore
352
State Strength and Capacities
354
Offshore Petroleum Regulation in the New Millennium
359
Conclusions
364
References
367
Part IV: The New Political Economy of Extractive Industries: Minerals and Forests
381
Chapter XI: “Shifting Foundations: a Political History of Canadian Mineral Policy” – Mary Louise McAllister (Waterloo)
382
Promising Prospects: The nascent mineral industry
384
Embedded Interests: Establishing the Staples Economy
387
Shifting Ground:  Competing Interests
390
Competitive Pressures on the Resource Industry:
392
Access to Land Issues
395
Public concerns about environmental impacts
398
Decline of the Resource Community
403
Emerging Conceptual Perspectives
406
Rising to the Challenge? Responses to Change
408
Seismic Shifts or Minor Tremors in the Status Quo?
410
Conclusions: New Frontiers:
416
Notes:
418
References:
418
Chapter XII: “Complexity, Governance and Canada's Diamond Mines” – Patricia J Fitzpatrick (Waterloo)
425
Complexity, Governance and Canada's Diamond Mines
425
The Northwest Territories Policy Community
427
Aboriginal organizations
429
Territorial Government
432
Non-Governmental Organizations
434
Proponents
435
Diamond Development in the North
437
West Kitikmeot Slave Society
439
Community Capacity and Public Participation in the BHP Review Process
440
The Implications of Superadded Agreement
442
BHP Independent Monitoring Agency
446
The Diavik Diamonds (DDMI) Project:  Comprehensive Study
447
West Kitikmeot Slave Society Revisited
448
Community Capacity and Public Participation in DDMI EA
449
Superadded Agreements: New Players
452
Advisory Board
453
Cumulative Effects Assessment and Management Strategy
455
Other Diamond Developments in the North
456
Cross Scale Institutional Linkages
458
Conclusion
461
References
463
Tables
469
Chapter XIII: “How Do You Tell the Story? Policy, Staples, Post-staples,  and the Canadian Forest Sector” – Jocelyn Thorpe and L. Anders Sandberg (FES, York)
478
Change and Continuity in the Staples to Post-Staples Transition
482
The Staples to Post-Staples Narrative
482
Questioning the Staples to Post-Staples Transition
488
The softwood lumber dispute
489
Forests as carbon sinks
494
Parks as Staples
495
Summary
497
Staples By and For More People
497
Summary
505
Beyond the Staples to Post-Staples Transition
506
Summary and policy implications
512
Conclusion
515
Chapter XIV:  “The Post-state Staples Economy: The Impact of Forest Certification as a Non-state Market Driven Governance System” – Benjamin Cashore (Yale) with Graeme Auld, James Lawson, and Deanna Newsom
519
Introduction
519
Emergence of Forest Certification and its Two Conceptions of Non-State Governance 
521
Two conceptions
522
Table 1: Different Conceptions
524
Conception One
524
Conception Two
524
Key Features of Non-State Market Driven Environmental Governance
531
Role of the State
533
Role of the Market
536
Evaluations Matter
536
Outside Verification Key
537
Emergence and Support for Forest Certification in Canada
537
British Columbia
542
Standards-setting process
550
U-turn
556
Canadian Maritimes
560
Development of the Standards
564
Irving appeals
567
Conclusions: Non-state Governance
577
Conclusions: Lessons from the Non-State Market Driven Governance
578
Sources
582
Part V: Conclusion
598
Chapter XV - A multidisciplinary consideration of the staples state and natural resource policy regime governance - Adam M. Wellstead, Debra J. Davidson, Richard C. Stedman, and Evert A. Lindquist
599
1. Introduction
599
2.Staples and Post-staples Economies
604
3. Lenses on Approaching the  Provincial Staples State
610
4. Staples Policy Regimes and Policy Styles
624
5.1 Traditional Frameworks for Natural Resource Policy-Making
625
Taking a Wider View: Embracing Forest Policy Networks and Communities
627
Policy-making as Contending Beliefs and Policy Learning
628
6. Empirical insights: Agricultural and forest policy making on the Prairies
632
Deep Core
633
Policy Core
633
Data and Methods
636
Results
637
6. Discussion and Conclusion
646
References
649
Contributors
663
Endnotes
664



Table of Tables

69Table 1 Canadian and Provincial Government Agri-food Sector Expenditures, Selected Years ($ thousands)

Table 1 Summary of Restructuring Initiatives - Hydro Based Utilities
269
Table 2  Summary of Restructuring Initiatives - Mixed Generation Utilities
270
Table 1:  Modern land claims agreements settled in Northern Canada.
469
Table 2:  Northern and Aboriginal Employment Targets (as identified in the Socio-Economic Agreement) and Actuals at Ekatitm .
470
Table 3:  Local Business Supply Targets at Ekatitm (as identified in the Socio-Economic Agreement).
471
Table 4: Timeline of superadded agreements related to the BHP Diamonds Project.
472
Table 5: Northern and Aboriginal Employment Targets (as identified in the Socio-Economic Agreement) and Actuals at DDMI .
473
Table 6: Local Business Supply Targets at DDMI (as identified in the Socio-Economic Agreement.
474
Table 7: Timeline of superadded agreements related to the Diavik Diamonds Project.
475
Table 8: Capacity of the Institutions affecting diamond development in the north.
476
Table. 1.2, Conceptions of forest sector non-state market driven certification governance systems
524
Table 2: Comparison of FSC and FSC competitor programs in Canada
529
Table 3: Key conditions of non-state market driven governance
532
Table 1. Economic indicators for Canada’s natural resource sectors
606
Table 2. The role of resources in provincial exports: 1997-2001 average
607
Table 3 Modes of Coordination within Competitive Capitalist States
622
Table 4 - Structure of Belief Systems of Policy Elites
633
Table 5.  The Structure of Core Agriculture Policy Beliefs
640
Table 6. Summary of ANOVA for Factor Core Agriculture Policy Beliefs
641
Table 7. Structure of forest-related policy core beliefs
643
Table 8. Summary of analysis of variance for forest-related policy core beliefs
643
Table 9.  Forest-related policy core management beliefs
645


Table of Figures

166Figure 1. Policy Instruments, by Principal Governing Resource

Figure 1
319
Figure 2
337
Figure  3 - Offshore Petroleum Management Issue Areas and Instruments
357
Figure 2: Amount Forest Land Certified by Country
581
Figure 1. Organizational affiliation of respondents compared with distribution in the population of potential respondents.
639


Part 1 - Introduction

Chapter 1 – Introduction – Michael Howlett (SFU) and Keith Brownsey (Mt. Royal College)

Overview: Staples and Post-Staples Political Economy


A staple refers to a raw, or unfinished bulk commodity product which is sold in export markets. Timber, fish and minerals are staples, usually extracted and sold in external markets without significant amounts of processing.
 The significance of having an economy based on exporting unfinished bulk goods lies with how it affects policy-making in specific resource sectors by creating continuing issues with resource technologies, profits, rents, location and availability,
 how it affects policy-making in related areas such as the environment
 or transportation infrastructure,
 and also how it affects policy in less directly affect areas such as welfare, health and social policy. 

Having had a staples economy in the past has raised several overlapping problems for Canadian policy-makers. For example, having a staples economy pits economic interests and activities involved in resource harvesting and exploitation against environmental activities such as wilderness, species and habitat preservation and these types of conflicts have been a hallmark of Canada's initial post-1960 experience with environmental regulation.
 Similarly, populations in staples-dependent areas have reacted to their continued vulnerability to international price fluctuations by demanding, and expecting, a higher degree of social insurance than is the case in many other countries with less volatile economies.
 This has led Canadian governments to provide a range of social, unemployment and other types of insurance schemes as well as make large-scale public expenditures in areas of job creation and employment in the effort to offset weaknesses in the staples base of Canadian wealth generation and distribution.

However, while most observers would agree that historically Canada can be characterized as a staples economy, there is considerable disagreement over whether this depiction continues to characterise the country. Earlier debates within the staples school itself centered on whether Canada had emerged as an industrial power in the wake of the wheat boom and manufacturing activities associated with the First World War.
 While the failure of the manufacturing sector to grow outside of wartime led to the re-emergence of staples analysis in the 1960s and 1970s,
 current debates focus less on the impact of a transition from primary to secondary activities as they do upon the undeniable growth in service sector employment and production in the post World War II era.
 The idea that the economy has entered a new "post-staples "mode has led to a variety of debates in Canada concerning the consequences for government policy-making.
 This book examines the nature of the changes occurring in Canada’s primary industries through the lens of the transition from a staples to a post-staples political economy.


As Thomas Hutton has observed,  "mature, advanced" staple economiesxe "staple economies", have the following features:

(1) substantial depletion of resource endowments;

(2) well established export markets for principle staple commodities;

(3) increasingly capital- and technology-intensive resource extraction processes;

(4) increasing competition from lower-cost staple regions

(5) evolution of development from 'pure' extraction to increased refining and secondary processing of resource commodities;

(6) increasing diversification of the industrial structure, with manufacturing, tourism, and local administration and services;

(7) evolution of settlements both within and outside the metropolis;  

(8) increasing pressure from "environmental" groups to inhibit traditional modes of resource extraction and stimulate development alternatives.


Thus, while these economies may still be characterized as "resource dependent", their economies are more diffused and diversified than in the past. According to post-staples theory, the late 20th century development of the Canadian economy reflects an uneven and continuing process of economic diversification. For example, while each province reflects unique circumstances of resource availability, historical settlement patterns, and governance, the provinces of Quebec and Ontario have experienced the greatest industrialization, becoming the core or metropolis in the Canadian economy. Yet resource extraction continues to play a significant role even in the centre, and megaprojects of recent decades such as the James Bay project in Quebec reflect a continuing, if shifting, base of resource extraction. 


On the other hand, peripheral provinces once completely dependent on resource extraction have faced significant problems in making any kind of transition from their traditional staples base. The Maritime provinces and Newfoundland have been especially hard hit by the rapid decline of the fishery, and the 1993 closure of the cod fishery. British Columbia, too, is projecting rapid declines in the timber industry and the fishery.
 This would deem to presage the types of structural shifts identified by Hutton with a transition to a "post-staples economyxe "post-staples economy"":

(a) severe pressures on the province's critical resource sector;

(b) the prospect of even more substantial contractions in resource industries (…) reflecting structural supply and demand conditions, as well as increasing public concerns about resource depletion and environmental degradation;

(c) rapid sector shifts in the economy, including:


1. a shift to services;


2. rapid tertiarisation ...;


3. significant industrial expansion, in regional centres; 

(d) an internal 'reconfiguration' of growth and development, with a significant increase in metropolitan shares of population and employment, the emergence of regional economic centres, but the decline of smaller resource-dependent communities;

(e) an external  reorientation of key international relationships, characterized not merely by increasing trade and global markets, but a rapid integration within new markets, networks, and societies.

This book examines this thesis in detail, looking for evidence of the transition of traditional resource sector activity from a mature to a post-stapes phase. The book is organized into pairs of chapters examining different Canadian primary industries. One chapter in each pair provides an overview of the development of each sector, both in terms of the industry involved as well as government regulation, and the nature of the major problems it has faced. The second chapter in each pair examines a specific contemporary issue in the sector which reveals much about the nature any transitions occurring in that sector.  This analysis of the sectoral structure of the Canadian economy supports the idea that Canada is involved in a very uneven transitional process in he movement from a staples to a "post-staples" state. 

Chapter II: “The Post-Staples State: Reconstruction of Political Economy and Social Identity in 21st Century Canada” – Tom Hutton (UBC)

Introduction: the post-staples hypothesis in context

Staple extraction has been central to Canada's historical development, dating from the age of European exploration and the early colonial period (and indeed to the economy and daily life of First Nations), and constituted a foundational feature of the national economy through the 19th and 20th centuries. Forestry, mining, fishing and agriculture (included here in a generous definition of staples production) evolved as key elements of regional growth and comparative advantage throughout much of Canada, while associated resource processing, manufacturing, and ancillary industries represented critical features of regional development, with respect to higher value-added output, labour formation, and economic base (export trade) impacts. Beyond the sites of staple extraction in the regions, resource development also contributed to the growth of allied industries within Canada's cities, including banking and finance, business services, and transportation, as well as the secondary manufacture of resource commodities. 

        This resource-led development trajectory in Canada, together with its characteristic socioeconomic and spatial asymmetries, was powerfully captured in the theoretical scholarship of Harold Innis fully seven decades ago. Innis identified the recurrent pattern of staple extraction and export to distant markets as the defining attribute of the Canadian economy, with the 'result that the Canadian economic structure had the particular characteristics of areas dependent on staples -- especially weakness in other lines of development, dependence on highly industrialized areas for markets and for supplies of manufactured goods, and the dangers of fluctuations in the staple commodity' (Innis, 1933: 6). Further, the staple development experience incorporated highly problematic features of regional imbalance within the Canadian economy, depicted in the classic core-periphery model, comprised of an industrialised, urban 'core' region, and highly dependent staple regions within the national 'periphery'. At the national level, Innis described the key asymmetrical features of the core-periphery model as comprising the dominance of the industrial metropole expressed in corporate 'command and control' functions, flows of capital and financial returns favouring the core region, and the truncated nature of the peripheral economy mired in the so-called 'staple trap'.

        These represent problematic features of the staple economy structure as seen from a normative perspective. Further, it seems clear that the resource economy (and dependent primary regions and communities) in Canada is in a position of decline vis-à-vis the advanced industrial (and post-industrial) sectors concentrated within city-regions at the higher end of the national urban hierarchy. It is possible to overstate this 'staples in decline' syndrome in the Canadian context; after all, a number of resource sectors, notably oil and gas, forest products (including highly engineered, high-value wood and paper products), and high quality grains represent important export commodities, generating considerable earnings, incomes, and tax revenues, and supporting many regions and communities beyond the city-regions clustered largely along the U.S. border. In British Columbia, Alberta and the prairie provinces, a large proportion of export revenues are derived from staple exports, and resource trade values for other provinces are by no means negligible. There are also encouraging new opportunities for staple-led development, including diamond extraction in the Northwest Territories, and (perhaps more environmentally problematic) oil and gas deposits in British Columbia's offshore area. 

        But these points notwithstanding, the rhetoric of development for Canada as a whole in the early years of the 21st century emphasises the centrality of advanced industrial activity, specialised services, and 'knowledge production' (both theoretical and applied) to national economic progress. Broadly, this hegemony of high-value goods and services (and implicit subordination of staple production) within the national development trajectory is commonly attributed to (1) the role of Canada's cities as sites of leading edge growth and change, and more particularly the urbanisation-industrialisation development nexus, reflecting the centripetal force of urban agglomeration, scale economies, and human capital factors among advanced economies; (2) problems of regional staple production in situ, including resource depletion, overall environmental degradation, cost factors, and out-migration; and (3) a range of essentially exogenous factors, including competition from resource-rich (and typically lower-cost) regions, changes in staple consumption patterns among principal export trade customers, the globalisation of commodity production and markets, and declining terms of trade for staple exports relative to industrial end-products and specialised services.

        No doubt these factors account for a measure of the relative decline in the position of Canada's staples sectors and dependent regions. But in this paper I will be advancing an argument that the national development trajectory is in transition from a 'mature staples' phase to a 'post-staples' era, reflecting not only the conventional economic factors cited above, but also a more recent set of influences which include global processes of growth and change, new rounds of industrial restructuring, social movements and public attitudes, signifying cultural change, and emergent political discourses which increasingly privilege cities and urban interests over those of resource industries, settlements, and allied constituencies. In the aggregate, these new (or reconfigured) processes tend not only to diminish the status and prospects of resource activity, but also to marginalise the staple economy in the shaping of the public consciousness, in the ordering of priorities among influential policy communities, and in the formation of social identity. To some extent these nascent forces represent extensions of longer-run processes, as in the case of re/formation of urban social class, and new rounds of industrial restructuring, while in other respects features of genuine novelty can be discerned. 

        Following this introduction, the paper offers a restatement of the 'conditions of mature staple economies', extending conceptual work undertaken a decade or so in the British Columbia context, but seeking as well broader Canadian applications. Next, an inventory and elaboration of new social, cultural and political processes will be presented, together with an articulation of some defining outcomes and issues. Finally, the conclusion will set out some implications for scholarship and public policy, in part as an acknowledgement of the deeply problematic and socially divisive outcomes of the 'post-staples' consciousness in the context of 21st century Canadian realities.

The 'state' of the 'advanced staples state': defining conditions

Before advancing to an articulation of the new (or emergent) processes influencing the fortunes of Canada's resource sector and dependent regions and communities in a 'post-staples' scenario, it may be worth briefly restating some of the defining developmental conditions of 'advanced' or 'mature' resource economies, as follows. 

Spatial recalibration of the core-periphery framework. The Innisian analysis applied categorically to the national scale, where Canada's extensive peripheral regions supplied resources (minerals, forest products, energy, foodstuffs, and water) to the manufacturing and commercial heartland of Canada, largely concentrated (then as now) in the metropolitan Toronto and Montréal regions and their industrial satellites. As a corollary of this asymmetrical relationship, these peripheral regions and constituent communities served as 'captive markets' for end products (goods and services) from the industrial metropoles in Central Canada (Innis, 1933). Over the last century the core metropolitan regions in Canada experienced considerable development (as well as growth), expressed in transformative industrial change, transition to higher levels of human capital and employment, and income and revenue growth, while most peripheral regions, in contrast, tended to achieve far more limited development outcomes. 

        But by the middle of the 20th century, this core-periphery construct could also be discerned at the provincial scale. To illustrate, the author has proposed a model of core-periphery relations in British Columbia comprising linkages between metropolitan Vancouver as the provincial core and 'industrial metropole' and the 'periphery' (or more pejoratively 'hinterland') regions. These include not only 'control functions' (i.e. head office, financial and business services), but also 'production linkages', incorporating Vancouver's role as processing and secondary manufacturing centre for resource commodities; a strategic transportation role, notably the export of some 40 to 50 million tons of staple commodities annually; consumption interdependencies, including a considerable flow of staples from the Interior to the consumer markets of the Lower Mainland; and socio-cultural relationships, including the influence of the staple economy and resource industries on the formation of class and community structures in Vancouver' (Hutton, 1997: 70-71). The precise parameters of this provincial core-periphery framework varied of course from place to place, but some of the basic linkage patterns described above in the British Columbia case can be discerned in the prairie provinces, in Québec, and in the Maritimes.

Problems of resource endowment depletion.  While Canada's natural resources have been subject to extraction for several centuries, a marked acceleration of rates of depletion for many key staples has occurred since the mid-20th century: first, with the stimulus of industrial production and derived demand for resources during the second world war, 1939-1945, including key minerals and timber required for the production of wartime matériel for Canada and its allies; a second resource boom occurring during the period of postwar reconstruction, exemplified by the greatly increased harvest of softwood timber for new housing in an increasingly urban Canadian society; and thirdly, heightened demand for Canada's natural resources associated with the rapid growth of manufacturing industry in Canada over the third quarter of the 20th century, and with growth in export staple markets. 

        By the end of the last century, numerous key staple stocks in Canada had been seriously depleted following these cycles of accelerated exploitation, both in renewable and non-renewable resources. In the case of mining, this has often meant reliance upon lower-grade ores, while in forestry, this condition of severe depletion has implied exploitation of second- and third-growth timber, and growing reliance upon less accessible forest stocks. Some important fisheries, exemplified by the historic Newfoundland cod fishery, had been effectively exhausted by the 1990s. Typically, 'mature' resource economies such as Canada's are characterised by increasing resource management problems in the face of increasing pressures on the resource stock, often (as in the case of the New Brunswick and British Columbia salmon fisheries) from multiple user groups.

Increasingly capital-intensive resource extraction processes. A salient feature of advanced, mature staple economies is the relentless application of capital and technology to extraction and processing, in order to: increase production efficiency (as in investments in seed grain research, and in harvesting technologies, among the prairie provinces); extract greater value from resource inputs (exemplified in the forestry and forest products sectors of Québec and British Columbia); access resources requiring technologically-advanced extraction systems (e.g. petroleum deposits embedded within the Alberta tar sands); and compete effectively in increasingly globalised commodity markets. This experience of accelerated capital intensification is associated with Canada's comparative advantage in resource extraction and processing technologies, but has tended to displace labour within the national resource economy over the past quarter century, compromising the socioeconomic sustainability of resource communities.

Increasing competition from foreign staple producers. Canadian staple industries and their constituent producing regions operate under increasing pressure, both from other advanced staple producers (as in the case of highly-engineered, high value-added wood products from Germany and Scandinavian countries), some of which also exhibit lower cost profiles (as in the case of the southeast U.S. softwood lumber producers); as well as from jurisdictions with huge natural resource endowments and significantly lower labour costs (notably Russia). As Michael Porter has observed, staple regions can thrive in the global economy, but to do so they will need to be at the leading edge of productivity (Porter, 1990).

Evolution from 'pure' extraction to secondary processing and manufacturing. Over time advanced staple economies tend to engage more in secondary processing and specialty resource production, as exemplified by the high-technology paper and wood product industries in Québec, British Columbia, and New Brunswick, in the production of high-value specialty grains in Saskatchewan and Alberta, and in the expansion of organic agriculture in Ontario, B.C., and other provinces. At the same time, however, the globalisation of principal commodity markets has in some cases retarded the development of advanced resource processing, as instanced in the export of raw logs to the U.S.

Diversification of the industrial structure of resource communities. Over time some resource communities among advanced staple economies achieve a measure of industrial diversification, including higher value-added industries linked to local staple production (for example, producers of high-quality wines in southern Ontario and the Okanagan Valley of British Columbia), tourism, and local/regional administration and public services, including higher education. In these cases favourable developmental factors can include high levels of local amenity as well as scale/regional central place factors ( for example Kamloops and Kelowna in British Columbia, Red Deer in Alberta, Niagara on the Lake in Ontario, and Lunenburg in Nova Scotia).

Growing pressure from environmental groups and movements. Environmental advocates and lobbying have (directly or indirectly) placed constraints on staple industries and regions in Canada, as seen in the creation of new wilderness areas, reduced allowable resource yields in key staple sectors, and insistence on higher standards of resource extraction and processing. Some of this pressure derives from concern about specific depletion effects, while in other cases environmental advocacy is related at least in part to principles of 'full-cost accounting' (including social and environmental costs) of resource development. Broadly, too there is a generally higher public appreciation of the 'existence values' of natural resources, including the role of natural resources in tourism, observation, medical research, regional cultural expression, and so on.

Search for resource substitutes and 'synthetic' stocks. Concern about the depletion of major resource stocks in Canada, an attribute of mature (or advanced) staple economies, has stimulated an aggressive exploration of 'artificial' or man-made stocks and resources. These include substitutes for key mineral resources, as well as more contentious interventions such as plantation-style cultivation of softwood timber, and coastal and estuarine aquaculture. Each of these may to a degree relieve stresses on extant natural stocks, but they also generate their own sets of problems and pressures, as evidenced in the debate about the impact of Atlantic salmon farming on wild salmon stocks on the south coast of British Columbia.

        This inventory of defining attributes of 'advanced' resource economies and illustrative applications to the Canadian experience is by no means exhaustive, but may serve to indicate some basic typological parameters for understanding the 'state' of the mature staple state. The overall profile is suggestive of a marked progression of largely problematic features of the Canadian staple economy: increasingly capital-intensive production, with attendant and ongoing contractions of labour; serious depletion (and in some cases near-exhaustion) of key resource stocks; exposure to increasing competition from both other advanced staple producers and lower-cost regions with major untapped endowments; exigencies of increasingly forceful and complex regulation (including significant yield adjustments); and typified increasingly by conflicts among diverse user groups. There is evidence of industrial diversification among some resource regions and communities in Canada, but this has tended to be a highly selective experience, favouring high-amenity communities, and/or areas with new service industry specialisations or growth-oriented value-added light manufacturing. In response the federal Government over the 1970s and 1980s especially introduced an expanding series of regional development programmes under the rubric of Department of Regional Economic Expansion (DREE) and its successors, with a view to promoting lagging regions (and, implicitly, mitigating inter-regional disparities) in Canada. These regional development programmes were highly politicised, deployed outdated (and indeed largely discredited) regional development models, and produced meager results in terms of the aggregate resources allocated. But this public policy commitment reflected the spirit of political economy of the day, in which large-scale interventions to support diversification in resource regions was an established priority for the federal government and a number of provincial governments. 

New and emergent dynamics of regional divergence

The subordination of Canada's staple economy to the advanced industrial and post-industrial trajectories associated with city-regions has been a salient feature of national development for at least several decades. This profile is familiar enough, and can be seen as a feature of other advanced staple economies, notably in resource-dependent regions of the U.S. and Australia. But I am going to argue here that the last decade or so has seen a dramatic and profound reshaping of development factors which (currently or prospectively) further marginalises Canada's staple economy. In the early years of the 21st century we may be at the advent of a 'post-staples' state, in which resource extraction is essentially a residual of the national economic structure, a vestige of an historical development path which sustained many Canadian regions, and which represented a system of critical inter-regional linkages and interdependent socio-cultural constituencies that to some extent at least connected the fortunes (and consciousness or 'social identity') of Canada's diverse regions. While space constraints preclude a detailed analysis of these new and emergent factors, we can perhaps list and succinctly describe some of the more consequential forces of regional change, as follows.

The power of city-regions: from urbanisation to 'metropolitanisation'. As observed earlier in the paper, the growth of cities in Canada (and more specifically the shift of population and labour from rural to urban areas) is often cited as a marker of the diminished role of the staple sector and constituent producing regions in Canada. The growth of Canada's cities has also meant a shift in business investment and consumer expenditures, relative to the staple-producing regions. We can now modify our perception of this process to underscore the particular significance of metropolitan cities (or city-regions) in the national economy, social identity, and polity. Here, usage of the descriptor 'metropolitan' signifies not simply attainments of crude population thresholds, but rather expressions of corporate power, industrial scale and specialisation, multicultural values and cosmopolitan sensibilities, and a growing global interface and interdependency, as well as multi-level political power and influence. 

        At the peak of the national urban hierarchy, we find very large cities which encompass huge and growing elements of the national population, skilled labour force, propulsive corporations, knowledge-intensive firms and institutions, zones of innovation, enterprise, and experimentation, and international 'connectivity'. These metropolitan city-regions to be sure also confront serious problems and adjustment issues, but their populations, electoral constituencies, and political representation provide a growing platform of influence within public as well as private sector executive bodies and bureaucracies. Cities within this cadre of dominant metropolitan city-regions reside at the peak of the Canadian urban hierarchy: Toronto, Montréal, and Vancouver. But over the last decade or so other city-regions have achieved a more compelling metropolitan character in terms of population and economic development, notably Ottawa (just over 1 million population) and Calgary (just under 1 million), while others (such as Edmonton and Halifax) may be at a threshold of national influence and power. Over time this process of 'metropolitanisation' will inevitably further suppress both the substantive and symbolic status of staple regions and industries within the Canadian society and polity.

      This divergence in the political influence of regions in Canada is also likely to be exacerbated by the development of 'executive government' at the federal level, in which power is increasingly concentrated within the cabinet (and more particularly the Prime Minister and the PMO), relative to MPs, even those in the governing party. The locus of power in this executive government model is heavily weighted toward major metropolitan cities (Ottawa, Montréal, and Toronto, and to a much lesser extent Vancouver), which tends to limit the 'scope of vision' of the federal government across Canada's society and space-economy.  

New rounds of regional industrial restructuring. Both resource and urban regions have been subject to sometimes wrenching experiences of industrial change since the 1970s, including both cyclical (short-term) and structural (more far-reaching shifts in the composition of industry and labour) change. In some serious recessions, such as in British Columbia in the early 1980s, and in the Toronto and Montréal regions in the early 1990s, serious downturns encompassed both cyclical and structural elements. Restructuring in many resource regions has entailed major plant closures (associated with resource depletion, plant obsolescence, or corporate 'rationalisation' and downsizing) and atttendant contractions in employment and household income, typically followed by difficulty in securing new industries and investment, although (as noted earlier) there are some spectacular exceptions to this syndrome.

        Canada's urban regions have also experienced negative consequences of industrial restructuring, most notably the collapse of traditional Fordist industry in the 1970s and 1980s especially, as well as the rapid and rise of certain industry groups, as exemplified by the 'dot.com' boom and bust of the late 1990s and early years of this decade. These restructuring experiences cost many thousands of jobs, resulted in structural unemployment and serious income losses, and compromised the viability of urban neighbourhoods and communities. 

       But in contrast to the fortunes of most staple-producing regions, Canada's city-regions have succeeded in securing new bundles of activity or economic 'vocations', and have thus been able to attract (with varying degrees of success) new investment, business start-ups, and employment formation. Over the past several decades, cities have attracted a disproportionate amount of investment and jobs in a sequence of restructuring episodes which include (1) growth in service industries overall, related in part to final demand associated with growing urban populations (e.g. retail, personal, and public services), (2) the expansion of intermediate or 'producer' services, including legal, accounting and consulting industries, the fastest-growing employment sources in most advanced societies over the fourth quarter of the last century, reflecting the economic and urban agglomeration advantages of cities over rural regions and smaller settlements, (3) the expansion of advanced-technology industries, closely associated with skilled labour pools and the presence of major research institutions which tend to be in major urban centres, (4) the associated growth of the 'new economy' of new media and telecommunications industries, which suffered a major contraction in 2000 and subsequent years, but still comprise important features of inner city industrial districts, and (5) the much-discussed rise of the 'urban cultural economy' identifed by Allen Scott ( 2000) as a major new trajectory of urban development, and which encompasses what Richard Florida (2002) has described as a large, fast-growing, and culturally- and politically-significant urban 'creative class'. Some resource-dependent regions and communities have been able to attract a measure of these 'growth sectors' over the past two decades, but have generally lacked the agglomeration economies, facilitating institutions, and specialised labour markets required to take full advantage of these opportunities. 

Global processes of economic growth and change. These encompass massive and complex facets of transformative change, but the broad contours as experienced at the regional level include the following. For staple industries and regions, the effects of globalisation have included both the integration of resource production within global (rather than national) commodity markets, as well as a series of resource corporation mergers and acquisitions which have shifted the locus of control from regional or national centres to higher-order 'world cities'. Global commodity market integration has tended to underscore the status of staple-producing regions as 'price-takers' (rather than price-leaders; Hayter and Barnes, 1990), exerting in many cases downward pressures on commodity prices and profits, and rendering somewhat precarious the viability of high-cost resource operations in an era of relentless global competition.

        City-regions in Canada and elsewhere also experience dislocation and destabilisation accruing from engagement in global markets. As Saskia Sassen and others have observed, globalisation effects in cities can include social polarisation, housing market inflation, and the exacerbation of an urban underclass (Sassen, 1991). At the same time, metropolitan cities (and even some smaller cities which perform niche-level international roles) are as Allen Scott et al (1999) suggest the 'gatekeepers' of the global economy. This multifunctional role is reflected not only in concentrations of high-level banking, finance, and senior corporate management, but also in a larger and more diversified suite of specialised service industries which include tourism, culture, creative services and applied design, higher education, and capital and public administration functions, among others. In Canada the growth of these specialised services have underpinned the development of most city-regions over the past two decades, as observed by William J. Coffey of the Université de Montréal (Coffey, 1994), and in many cases these services are exported internationally. As another point of contrast with staples regions, cities -- especially larger metropolitan cities -- can exercise a measure of choice and direction in the urban-global interface, having recourse to significant powers and resources not available to smaller communities. Increasingly, Canada's metropolitan cities foster engagement with international and global markets, cities, and societies, in the process experiencing a measure of divergence from traditional regional resource regions and communities.

The emergence of a transnational urban society.   Allied to the concept of the global city, but in important respects representing a distinctive genre of development, is the idea of the transnational city (or society).  The conventional usage of the global city concept is ineluctably tied to corporate head office, banking and finance (although some more recent deployments allow for a broader set of meanings), but transnational urbanism connotes more diverse (and highly nuanced) social and cultural roles and identities. Key processes in the formation of transnational cities include international immigration, ties of kinship and other transnational diasporic connections, multiculturalism, non-governmental and community-based institution formation, the shaping of new urban identities and imagery, and a complex range of implications for political representation, citizenship, housing, and the built environment, among other domains of impact. 

        As is well known, these processes of transnational urbanism have deeply influenced the reshaping of Canada's urban communities over the past two decades especially. There is of course a flow of immigration to smaller communities and resource-based towns, but overall the directionality of immigrant settlement is powerfully linked to urban areas, and more especially metropolitan cities, where they have become leading agencies of growth and change. Among these growth and change impacts are injections of entrepreneurship, investment, and creativity into urban economies and labour markets, related in part to the idea of the multicultural city as a site of 'productive diversity', along with more problematic features. But the effects of transnationalism also include a powerful reinforcement of external reorientation for many Canadian cities, as expressed in the proliferation of international linkages between immigrant communities and originating societies (as well as between immigrant and 'host' communities within Canada). To some extent these social and cultural relations, coupled with international tourism and travel, foreign direct investment (FDI), and other expressions of economic globalisation, support a shift in urban imagery and social consciousness away from long-established linkages with resource (or hinterland) regions toward a more comprehensive transnational affiliation and identity. The 'staple constituency' within Canada's cities therefore becomes ever weaker, relative to transnational and global cohorts, dislodging the historical sense of interdependency and connectivity that has at least in part characterised the Canadian society and polity.

The influence of the environmental movement. While there is to be sure an important global dimension to environmentalism, reflected in widespread concerns about (for example) the degradation of the Amazon Rainforest, and the encroachment of the Sahara Desert, and in the convening of important international conferences by the UN and other bodies, there is a very strong (and likely growing) Canadian constituency within the environmental movement. Canadians have been active in the establishment and development of Greenpeace (initiated in Vancouver in the 1960s), the Sierra Club, and other environmental associations, and this is reflected in national and regional political discourses, as well as in the media and in community dialogues. To a large extent the strength of this environmental sensibility is associated not only with public 'usage and experience', but also with the pyschic connections of Canadians to iconic values of the boreal forest, extensive coastal ecosystems, the Arctic as metaphor for the Canadian frontier, and the distinctive regional environments of the prairies, Great Lakes, and the Maritimes.

      Given the accelerated rates of staple exploitation and resource depletion over the past six decades or so in Canada, it is not surprising that the environmental movement has gained considerable public support in this country, and that this influence is increasingly felt in political as well as social discourses. Recent polls place the support for the Green Party at about 5 per cent. nationally, and as high as 10 per cent. in British Columbia, where environmentalism is strongly rooted in decades of protest and in a current discourse of sustainable development (or 'sustainability'). Beyond this direct political affiliation, the environmental movement has achieved a certain measure of success in influencing the agenda of 'mainstream' parties and governments in Canada, as exemplified by the Chrétien Liberal government's endorsement of the Kyoto accord, although adherence to specific protocols on the part of the new federal administration led by Paul Martin appears to be in question. 

        Although the value structures among adherents of the environmental movement are both diverse and complex (and in some cases perhaps contradictory), a core preference is for sharply reduced, and tightly managed and regulated, resource exploitation. In part this may reflect the 'urban bias' of environmentalists based in cities, where there may be (as William Rees has suggested) a 'mental disconnect' between the constructed belief in a self-contained urban lifestyle, and the reality of continuing dependency of city-dwellers on resources (water, foodstuffs, staple inputs to consumer goods and services) derived from the 'regions'. There are of course significant environmental constituencies within resource regions and communities, but they are likely to comprise a minority of the local population, particularly in cases where regional resource dependency ratios are high, although their influence in shaping progressive environmental policies cannot be discounted. (We can reference here the role of local environmentalists in the Tofino region and First Nations communities in the protection of wilderness assets in British Columbia's Clayoquot Sound.) 

        Broadly, though, it is likely the case that attitudes concerning the 'optimal' or acceptable calibration of natural resource harvesting thresholds constitute a major 'fault line' between communities within rural/wilderness regions and city-regions, as many individuals within the latter are likely to be either supportive of stronger environmental regulation, or, alternatively, largely indifferent to the welfare of resource communities, reflecting the mental disconnect between urban life and the experiences and problems of the 'country'. To the extent that many city-dwellers think about resource-based regions, it may be in the context of a symbolic connection to the iconic values of Canada's wilderness area, and/or a selective experience of recreational visitations. (The urban 'staple constituency' of social groups directly engaged in the management or processing of resources has appreciably diminished, while the numbers of city-dwellers owning 'country cottages' or second homes in high-amenity rural areas is clearly increasing.) In either case, many urban residents tend (when afforded the opportunity) to express a preference for policies which enhance the existence values of natural resources over more permissive harvesting regimes required to maintain the viability of resource-dependent communities.

Changing policy priorities and discourses.  Over the past several decades there have been important changes in the nature of policy discourses, priorities and practice in Canada, observed both at the federal and provincial government levels. To some extent there has been some blurring of ideological contrasts between the principal parties at the federal level, and (as some would argue) even a degree of convergence in key policy fields. We can cite as an example trade policy priorities enunciated by Liberal and Progressive Conservative governments over the last decade and a half (i.e., after John Turner) favouring liberalised external trade and investment, despite oppositional declarations from individuals (David Orchard among the Conservatives, Sheila Copps within the Liberal Party). Even in fiscal policy, the public rhetoric of each of the mainstream federal parties is critical of deficits as a principle of governance, although there are of course important differences in degree (and likely in practice). In several key areas I would contend that this changing policy discourse tends to further marginalise the status of (and perhaps prospects for) staple regions and communities in Canada.

        The first key shift in policy discourse and practice relates to regional development policy at the federal level, already touched upon in this essay. From the generous (some would say profligate) policies of the DREE and DRIE programmes of the Trudeau era (and with some carryover into the PC governments of Mulroney), which inter alia saw substantial subsidies for regional development and diversification for lagging resource regions especially, the recent practice has embodied a more skeptical and limited vision of the potential for federal intervention in this sphere. As noted, the outcomes of these programmes were for the most part limited in achieving regional development and in enhancing socioeconomic welfare in resource regions (both in terms of resources allocated, and also in comparison with the effects of direct transfers and taxation reform), but it is the shift in underlying vision and commitment that is of relevance here. Beyond essentially rhetorical expressions of 'concern' and interest, it is not easy to discern the federal vision of how resource regions might evolve in a 'mature' (or 'post'?) staples scenario.

        Secondly, the regional policy agenda of the federal government, to the extent that it can be said that one exists, is clearly shifting to the problems and opportunities within Canadian cities and city-regions, rather than within resource and wilderness regions. This emerging regional policy sensibility is clearly linked to the 'metropolitanisation' phenomenon identified earlier in this essay, to the centrality of immigration and multiculturalism to the federal agenda, to the growing cultural and political power of cities and urban constituencies, and to the aforementioned nexus between cities and industrial restructuring. There is skepticism among some urban political leaders and communities, who point to a gap between policy rhetoric and practice in the experience to date, and any future policies are likely to be linked to individual cities rather than articulated and delivered in the classic 'national policy' manner, but again it seems likely that cities are likely to be the beneficiary of policy innovation and programmatic largesse, relative to the lagging resource regions in the country. To the extent that a vestige of the old Liberal 'industrial policy' can be said to exist, the commitment appears to lie principally in supporting 'lead' or propulsive, export-oriented corporations, such as Bombardier and SNC Lavalin (whose Montréal base is likely not incidental to ongoing federal support), rather than regional resource corporations.

        Thirdly, as noted earlier, a commitment to deficit management as an instrument of federal fiscal policy as enunciated by Liberal Governments under Jean Chrétien (and currently under former Paul Martin) has generated a more parsimonious attitude toward programmatic areas beyond the tight confines of government priorities. Given the lower status of 'regional issues' within the federal agenda over the last decade, this has served to diminish the prospects for 'lagging' regions, including resource regions. Conceivably a new Conservative Government headed by Stephen Harper, with its roots more firmly established in staple and resource-dependent regions, might be prepared to redirect federal resources toward the regions, but again the contours of a coherent vision for the 'regions' is not immediately apparent. As regards the NDP, the party has some measure of affiliation with rural areas as a residual of the old CCF, but its contemporary constituency seems far more grounded in Canada's industrial (and post-industrial) city-regions.

Implications of the reconstruction of political economy and social identity

Over much of the 20th century a robust staple economy, despite signifying asymmetries and cyclical volatility, supported a distinctive model of economic development in Canada. The balance of benefits and opportunities were almost always weighted in favour of the leading industrial metropoles, especially major central Canadian city-regions, but staple extraction supported a viable way of life and development culture within the resource regions and constituent communities. Moreover, the clear chains of interdependency between the peripheral resource communities and the industrial metropoles of the 'core' provided a measure of 'communal consciousness' in Canada, expressed in (among other things) a political commitment to regional development programmes, in the interests of encouraging industrial diversification.

        The chief purpose of this essay has been to suggest that while many of the 'structural asymmetries' of the core-periphery staple sector are still features of the Canadian economy, society, and polity, a new (or emergent) set of forces is sharply exacerbating the divergence of regional fortunes. The rapid growth and hegemony of metropolitan cities, new rounds of industrial restructuring and attendant opportunities and destabilising tendencies, processses of globalisation and transnationalism, the environmental movement and its nascent political affiliates, and redefining shifts in the nature of political discourse and policy practices are implicated here in a reordering of social identity and political economy in 21st century Canada.

      At the broadest level of impact, the forces described above present the likelihood of increasing regional divergence in a putatively 'post-staples' Canadian society, characterised by a sharper divide in the socioeconomic welfare of resource-dependent vis-à-vis urban communities, a growing sense of social alienation and isolation, and a national policy and governance structure dominated increasingly by urban (and more especially metropolitan) interests. As an external reference we can see a strong parallel in the contemporary development of Australia, in many ways the closest analogue to the Canadian development experience. In the Australian example the rising hegemony of Sydney, Melbourne, and Brisbane (and to a lesser extent Adelaide and Perth), coupled with the highly variable fortunes of traditional resource regions and communities in the 'interior', have created an increasingly divided society, split increasingly along urban and rural settings (O'Connor, Stimson, and Daly, 2001). In some respects the Australian experience is more problematic than Canada's: unlike Canada, Australia lacks large interior cities, with major settlements clustered in the south-east, and elsewhere on the coastal fringe, increasing the relative isolation of the interior resource-based communities. Further, the geographically peripheral situation of Australia has likely accelerated the external 'reorientation' (market, social, cultural) of large Australian cities, as opposed to the Canadian situation in which most city-regions are distributed in a linear fringe along the U.S. border, and are linked in many ways to the U.S. economy (especially post-NAFTA), rather than to more distant markets. 

      Given the normative dimensions of a prospectively post-staples Canadian development trajectory, it seems clear that remedial interventions and measures should be actively (indeed urgently) investigated. Given, as well, the force of both long-standing 'structural' core-periphery conditions and the more recent processes which constitute the subject of this essay, such remedies will not be easily obtained. A detailed prescriptive treatment is beyond the scope of this current paper, but perhaps a modest beginning would include (first) examining the experiences of similar jurisdictions, notably Australian (federal, state, and local), to see what we might learn about problems and responses; secondly, establishing a serious dialogue with resource communities, to mutually explore models of transition and (re)development that might be both attractive and feasible; thirdly, undertaking a review of contrasting provincial regional development strategies and models, taking advantage of progressive and innovative approaches, as in the case of the interesting new capacity-building programme in Nova Scotia; and, finally, working with universities, NGOs, and other interested parties to develop advanced regional policy and community planning capacity within Canada's staple-producing regions in situ. There are no doubt other possibilities, but the complexities and differentiation of the 'staple region experience' will tend to militate against 'one-size fits all' policy templates as tried in earlier periods of regional policy experimentation, and against directing 'solutions' from the metropolitan seats of political power and economic privilege ensconced in the Canadian 'south'.   
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Part II: The New Political Economy of Consumption Industries: Agriculture and Fish

Chapter III: “Canadian Agriculture:  The Elusive Search for Fair Terms of Trade” – Grace Skogstad (Toronto)

Introduction

The political economist Vernon Fowke (1957: 290) observed that the perennial issue of Canadian agriculture was its inferior place in the price system. Thousands of individual commodity producers, competing with one another as they purchased their supplies from and sold their products to parties who could avoid similar `rigours of competition’, said Fowke, would always leave farmers in an inferior bargaining position. In his view, the necessary corrective was for governments to recognize the `competitive disabilities of agriculture within the price system’ and  intervene in agricultural markets to correct them (Ibid: 296). Fowke’s mid-twentieth century verdict was that governments had not yet done so to any significant degree. 

Accepting the validity of Fowke’s premise--farmers do occupy an inferior bargaining position in an unregulated market economy–this chapter reviews the most important state policies and market developments that have determined farmers’ terms of trade in the market place, and thereby their ability to survive and prosper. To do so, it takes a longitudinal overview and focuses on three policy instruments governments have used to enhance farmers’ competitiveness and viability. These measures are, first, programs to increase the efficiency and productivity of individual farm units; second, expenditure policies in support of commodity prices and farm income stabilization; and third, delegation of state regulatory powers to enable single-desk selling by producers. While virtually all governments have taken initiatives to improve agriculture’s productivity, the priority given to regulated marketing and price stabilization has varied over time and across commodities. By the late 1970s measures to support commodity prices and to permit mandatory marketing boards, in particular, had significantly improved Canadian farmers’ position in the market place by increasing their bargaining capacity vis-a-vis purchasers of their commodities and leaving them less exposed to the risks of fluctuating incomes.

Having sketched in this historical backdrop, the chapter then discusses developments in the domestic and international political economies in the 1980s and 1990s that de-stabilized established relationships among producers, the state and the market by creating pressures to withdraw state assistance and liberalize markets. Regional trade agreements to liberalize trade and investment have encouraged the closer integration of the Canadian and American markets for important agricultural commodities (like hogs and cattle) and promoted American investment in and consolidation of farm input suppliers, commodity buyers and food processing firms. The first development–continental market integration-- increases the financial vulnerability of Canadian farmers to developments beyond Canadian borders. The second development–concentration of agri-businesses upon which the farmer is dependent–makes it more difficult for producers of many commodities to extract favourable terms of trade. The financial viability of most Canadian producers has been further threatened by domestic fiscal exigencies and multilateral trading rules (under the General Agreement on Tariffs and Trade, GATT) that have reduced governments’ willingness and ability to use expenditure policy instruments to support producer incomes.

The account which follows thus focuses principally on the impact of state policies in enhancing or undermining farmers’ competitiveness in the (capitalist) price system. But because that account necessarily raises questions of why governments have behaved as they have, it is also an inquiry into the strategies and influence of the farm community on agricultural policies. As farm numbers have progressively declined since their mid-1930s peak, and as agriculture’s contribution to the country’s economy has diminished–-to comprise less than 3 per cent of gross domestic product and 8 per cent when the food processing, retail and distribution sectors are included--what strategies and tactics have farmers used to offset their lesser economic and political importance?  Except for a brief period in the early 1920s, when farmers engaged directly in electoral politics, farm organizations have been the vehicle of choice to press for desirable state policies. Farm organizations’ lobbying success, however, has often depended upon their ability to forge alliances with provincial governments, several of whose political economies have historically been more dependent than the national political economy on the production, processing, manufacture and sale of agricultural commodities and food. These provincial government-farm organization alliances have often succeeded in securing better terms of trade for farmers, including federal fiscal assistance and regulated marketing. The possibilities for such coalitions are, however, limited by the philosophical and organizational fragmentation of the farm community and competing economic development goals of provincial governments. Their political influence uncertain, their economic well being closely tied to international markets and susceptible to the domestic politics of foreign countries, significant numbers of Canadian farmers are beleaguered in the early twenty-first century, still in search of the elusive fair terms of trade.

An Historical Overview

From the late nineteenth century and well into the twentieth, agricultural commodities were closely identified with Canada’s economic and political development, and none more so than wheat. The production and export of wheat was `the keystone’ in the National Policy inaugurated in 1879 (Easterbrook and Aitken 1956: 476). Designed to create Canadian jobs, investment and economic prosperity, the National Policy included tariff protection for domestic manufacturing interests, initiatives to attract immigrants to western Canada, and the construction of a transcontinental railway to move people and central Canadian manufactured goods into the prairie interior and grain and flour out to ocean ports. The development of the prairie wheat economy tied these various policies together, and collectively they warded off American imperialist ambitions and promoted Canadian commercial and manufacturing interests (MacKintosh 1923; Easterbrook and Aitken 1956; Fowke 1957). 

At the onset of the First World War, the contribution of the wheat economy to the nation building goals of the National Policy was fully evident. An independent nation had been established in the northern part of the continent and the prairies settled by immigrants. Wheat was Canada’s number one export in 1910 and continued to hold that spot in 1930. Wheat and wheat flour exports accounted for more than a quarter of all Canada’s exports in foreign markets in 1930, almost double the value of the closest rival, newsprint paper (Hart 2002: 96). By virtue of its contribution to the pursuit of these commercial and nation-building goals, agriculture warranted state assistance that included government regulation of grain elevators and grain handling and storage facilities. It also included regulated railway freight rates for the transport of grain and flour, as set `in perpetuity’ by the 1897 Crow’s Nest Agreement.

From the early twentieth century onward, farmers recognized their competitive inferiority in the price system and mobilized to do something about it. Farmers’ parties captured political office in Ontario (1919), Alberta (1921) and Manitoba (1922). Given that the Government of Canada was much better positioned than were provinces to meet producers’ needs for better terms of trade (owing to its legal authority over inter-provincial and export marketing), more important was the 1921 federal electoral success of  the Progressive Party. Campaigning on a platform closely aligned with the Canadian Council of Agriculture, the Progressives became the second largest political party in the House of Commons. The Progressives used their influence, first, to have reinstated in 1922 the Crow’s Nest Pass freight rates, which the government had suspended between 1918 and 1922; and second, to have the rates made permanent in 1925.

The creation of the Canadian Wheat Board was an equally important initiative. It began first as a temporary agency (1919-21), and was restored under farm pressure in 1935, following the collapse of farmer-owned pools. The voluntary agency that Prime Minister Bennett created–and which competed with private grain traders to sell farmers’ wheat–finally achieved the monopoly status farmers desired in 1943. Even then, the extension of the Wheat Board’s powers to make it the single-desk seller for prairie wheat did not come in response to farmers’ demands but in order to ensure sufficient supplies of grain to meet commitments to Britain and other allies. When the Board’s monopoly was renewed and extended in the postwar period, it was in order to fulfill commitments to wartime allies and in response to widespread support from other political parties, the Canadian Federation of Agriculture, the prairie wheat pools, and the three prairie provincial governments (Thompson 1996). 

During the second world war, as well, the federal government began to offer direct financial assistance to stabilize prices of eleven farm commodities, including grains, dairy and meat products. As with the granting of a monopoly to the Wheat Board, this state financial assistance were designed as much, if not more, to secure `national interest’ objectives as defined by the government of the day.  The price stabilization programs, which supported prices at levels farmers found unduly low, encouraged  production to ensure food supplies for European allies while simultaneously preventing domestic price inflation (Drummond et al.1966).

These early regulatory and expenditure initiatives in support of agriculture were put in place during a period when the farm population comprised a significant proportion of the total Canadian population and when the farm economy was nationally important. In 1930, almost one in three Canadians (32 per cent) lived on the farm; in 1941, still more than one in four (27 per cent) did (Statistics Canada 2001). With some rare exceptions–notably between1931 and 1933--exports of grains and later oilseeds, livestock, and meats contributed importantly to the country’s positive balance of trade and payments, even when they were overtaken by mineral and forest resources after 1930 as Canada’s most important exports (Hart 2002: 188). Throughout the 1930s and 1940s, agriculture comprised on average 11 per cent of Canada’s gross domestic product (Urquhart and Buckley 1965). 

State assistance for agriculture expanded after the Second World War. It was initiated by the Diefenbaker Conservatives (1957-63), who scooped up prairie farmers’ support in 1957 after the St. Laurent Liberals had alienated the region with their hard-line stance against agricultural support (Smith 1981: 27-29). When the Liberals regained office, the farm lobby, mobilized and prepared to engage in militant protest, exploited its early minority government status (1963-68) to extract measures to deal with a persistent cost-price squeeze in the sector. By the late 1970s four policy thrusts were evident. First, governments extended subsidized credit to allow farmers to improve their productivity by expanding the size of their farm unit and reducing the amount of labour needed. Between 1951 and 1967, capital investment in Canadian farming more than doubled (Canadian Agriculture in the Seventies 1970: 334). The uneven rate at which farmers borrowed and invested resulted in a sharp gap between a small number (less than 10 per cent) of large commercial farms producing two-thirds of agricultural commodities and a much larger number of small farms responsible for only about a third of agricultural output. Second, price stabilization measures offered producers a backstop against fluctuations in their incomes stemming from commodity price volatility and climate-induced crop failures. These expenditure initiatives resulted in a three-fold increase in government financial transfers to farmers between 1957-58 and 1972-73 (Berthelet 1985: 10). Third, governments also searched out new export markets and entered into an international wheat agreement to stabilize wheat prices. And fourth, new federal legislation complemented that of provincial governments to enable the creation of national single-desk marketing schemes that established production quotas for designated products and fixed commodity prices at a level that guaranteed the farmer a profit on his sales. Of these measures, the latter was the most significant in terms of improving farmers’ terms of trade with those who purchase their commodities. 

By the late 1970s, dairy, poultry, and egg producers–the bulk of whom farmed in central Canada–benefitted from national marketing boards that regulated domestic supply and prices and protected them from foreign imports. Their economic bargaining power contrasted quite dramatically with that of grain and oilseed producers, located overwhelming in prairie Canada, whose dependence on export markets left them much more vulnerable to the highs and lows of international market developments.

These measures of state assistance were secured over the 1950s, 1960s and 1970s despite the organizational fragmentation of farmers. Farmers did not speak with one voice. Two national organizations competed to represent farmers on a national plane. One was the Canadian Federation of Agriculture, created in 1935 as an umbrella organization of provincial federations of agriculture and inter-provincial commodity groups. The other was the National Farmers’ Union, created in 1969 from the base of the Saskatchewan Farmers Union (itself created in 1949), to represent farm families. These two organizations were flanked by organizations representing growers of specific commodities (rapeseed/canola, barley, milk, cattle, hogs, wheat and so on), of which some, but certainly not all, were members of the Canadian Federation of Agriculture. This multiplicity of farm organizations undoubtedly dissipated the leadership and coherence of the farm lobby. Offsetting this weakness were the strong alliances that provincial farm federations and provincially significant commodity organizations forged with their provincial governments (Skogstad 1987).

State Retrenchment and Market Liberalism in the 1980s and 1990s

Developments in the Canadian and international political economies in the 1980s de-stabilized state assistance and market intervention in Canadian agriculture. Domestically, large and growing fiscal deficits and public debt made government fiscal transfers to producers vulnerable.  Incentives to reduce governments’ role in agriculture were reinforced by trade protectionism and instability in the international trading arena. From the early 1980s onwards, some Canadian agricultural commodities faced persistent non-tariff trade barriers in accessing the United States market. Globally, a subsidy war between the European Union and the United States was driving down international grain prices to unsustainable levels for Canadian farmers. With agri-food exports accounting for almost 50 per cent of farm cash receipts (Agriculture Canada 1989: 15), market liberalism (that is, the removal of tariffs and non-tariff barriers to cross-border trade) appealed to governments, the grain sector whose exports had increased four to five times in value since the mid-1960s, and to the pork and beef industries whose exports were also growing in value.

To address the new context,  provincial and federal governments collectively championed a new `vision’ for agriculture in an effort to change producers’ expectations of governments' responsibilities for the sector. The vision was of ”a more market-oriented agri-food industry that aggressively pursues opportunities to grow and prosper. ... a more self-reliant sector that is able to earn a reasonable return from the market place” (Agriculture and Agri-Food Canada 1989). The new vision implied reforms to domestic expenditure policies, as detailed below. It also meant the aggressive pursuit of regional and multilateral liberalizing trade agreements. A Free Trade Agreement (FTA) was signed with the United States and came into effect in 1989. It was extended to include Mexico in the 1994 implementation of the North American Free Trade Agreement (NAFTA). The conclusion of the Uruguay Round of GATT brought Canadian agriculture under the rules of the World Trade Organization (WTO) in 1995.  In all three trade treaties, primary goals of Canadian negotiators were to reduce cross-border barriers to trade and  investment and to create effective procedures for the management of trade disputes. In the case of agriculture, the objective was not free trade across the board. Border protection was retained for the ‘sensitive’ supply managed dairy, egg, and poultry industries (Skogstad 1992). Even so, the thrust of the strategy was clear: to increase the profitability of Canadian agriculture by eroding barriers to fair competition in the market place. The following sections consider how successful that strategy has been.

Regional Market Integration and Dependence

With a few exceptions, Canada’s agri-food sector has become integrated into the American agri- food sector in the wake of NAFTA’s elimination of most tariffs between the trading partners and its provisions for cross-border investment opportunities.
  The degree of integration is revealed in the emergence of North American and multinational agri-food businesses and trade flows (Hertel 2001). American investment in Canadian food processing accounted for 81 per cent of total foreign direct investment in 2002, up from 60 per cent in 1990 (Zahniser and Gehlhar 2001:19).  This investment has occurred in the Canadian meat packing, flour milling, oilseed crushing, and grain handling industries, significant parts of which are now owned or controlled by US parent companies (Paddock et al 2000:6). The trade data show a big surge in two-way trade. In 2002, agri-food exports to the US accounted for 68 per cent of total Canadian agricultural and agri-food export value, up from 40 per cent in 1990 (Kraker 2003). The largest component of agricultural exports are high value (consumer-ready) products, including processed fruit and vegetables as well as beef and pork (Zahniser and Gehlhar 2001:19).
 The US is not only Canada’s most important export destination for agri-food products, it is also its most important source of imports.

Not all Canadian agricultural commodities are dependent upon the American market. The largest volume of wheat and oilseeds continue to be sold in other countries and are thus affected more by global developments and those in the multilateral trade regime (discussed below). The supply managed commodities--dairy, poultry, and eggs-- are sold domestically and are protected from American (and other foreign) competition by high levels of tariff protection. But north-south trade in some of Canada’s most significant agricultural commodities–cattle and hogs being primary examples–occurs in what is normally a largely open market. 

Have the regional trade agreements improved farmers’ terms of trade in the market place? A major Canadian rationale for a free trade arrangement with the US was to secure better access to the US market, access which had been jeopardized in the early 1980s by American use of trade remedy measures to prohibit Canadian imports. NAFTA did not prohibit countries from using  measures like anti-dumping, countervailing, and safeguard duties to compensate domestic industries from “unfairly traded”  imports. Indeed, American use of such measures remains a permanent fixture of cross-border trade. Throughout the 1990s and into the twenty-first century, Canadian cattle, pork, hogs, sugar, wheat, and barley have all been subject to anti-dumping and/or American countervail actions (Alston et al. 2001; Cox et al. 2001; Loyns et al. 2001). Between 1990 and 2004, American authorities investigated the operations of the Canadian Wheat Board no fewer than ten times. They were acting on allegations of American wheat and barley producers that the Wheat Board’s monopoly over export sales of barley and wheat, and other support provided it by the Government of Canada, give Canadian grain growers a competitive advantages vis-a-vis their American counterparts. None of these complaints against the Wheat Board has succeeded. In the other instances of Canadian practices deemed illegal, Canadian governments have usually succeeded in demonstrating that the allegations are unfounded or negotiated concessions to keep the border open (Skogstad 1995). In the interim, however, Canadian producers have suffered financially in lost sales and legal costs. 

If the terms of trade between Canada and the US are now fairer in the sense of being governed by mutually agreed upon rules rather than the American unilateral exercise of its economic power, the high dependence of many Canadian agricultural commodities on access to the US market is problematic. The economic blow to Canadian cattlemen following the discovery of an case of a cow infected with BSE (bovine spongiform encephalopathy) in Canada in May 2003, and a second case in December 2003 in an American cow imported from Alberta, is a telling case in point. The discovery of the first infected cow resulted in the effective closing of the American border to Canadian cattle and beef imports. With the US accounting for over 80 per cent of beef exports and nearly all cattle exports, the losses to the industry were estimated to be $2 billion and climbing, as the import restrictions extended into 2004 (MacArthur 2003: 1).

Integration into the Multilateral Trading Regime

As a medium sized power with a small domestic market, Canadian governments have a long standing commitment to multilateral agreements that facilitate entry of our surplus commodities, including agricultural commodities, into the markets of other countries. The agreements negotiated during the Uruguay Round of GATT (1986-93) were intended to promote this goal for the agricultural sector by bringing it within the confines of international trading rules for the first time. The Agreement on Agriculture curbed a number of domestic agricultural policies. It required existing export subsidies to be reduced in volume and value and prohibited new export subsidies. It required import controls and licenses to be converted to bound tariffs and established minimum access commitments for imports. And it put limits on government expenditures on trade-distorting domestic support measures.  New procedures to settle trade disputes were also agreed upon during the Uruguay Round and became part of the new World Trade Organization (WTO). These procedures bind countries to the decisions of dispute settlement bodies and preclude them avoiding their legal obligations under GATT/WTO.

How has the WTO Agreement on Agriculture affected Canadian farmers’ search for fair terms of trade?  For the supply managed dairy, poultry, and egg sectors, for whom fair terms of trade result from controlling production to meet domestic demand and protection from imports, the Agreement on Agriculture posed little threat–at least in the medium term. The minimum import quotas and tariffs that replaced pre-1995 import control measures were set at levels that continued to afford a high–if not higher–level of protection from foreign competition (Schmitz et al. 1996). For the export oriented grains and oilseeds sector, for whom fair terms of trade mean being able to compete on equitable terms for foreign markets, the Agreement has had mixed and somewhat disappointing results. On the one hand, it has been a bulwark against American attempts to undermine the Canadian Wheat Board, an institution whose objective is to enhance the bargaining power of farmers in the international market place even while treating individual farmers equitably in terms of their returns from that market place. In early 2004, the World Trade Organization found unwarranted an American complaint that the Wheat Board operates in a non-commercial and discriminatory manner and unfairly restricts access by US farmers to the Canadian grain handling and transportation system (Smith 2004). On the other hand, the WTO Agreement on Agriculture has failed to open markets and curb government agricultural subsidies. Even while Canadian governments dramatically reduced fiscal transfers to farmers, other countries– the United States and the European Union in particular–have not done so. Canadian grain and oilseed farmers thus continue to find themselves on a less than even playing field compared to their competitors.

Redefining State Fiscal Obligations

The vision of a more market oriented and self-reliant agriculture, first formally articulated by provincial and federal agricultural ministers in the late 1980s, precipitated revisions to farm income stabilization programs and government transfers in general to the agriculture sector. The idea was to make income support programs more trade-and production-neutral, and to require producers to share a greater proportion of their costs. 

Consistent with these objectives, government transfers to Canadian producers dropped significantly over the decade of the 1990s. Table 1 demonstrates the decline in provincial and federal government spending on income support and stabilization from the record high levels of the late 1980s and early 1990s to less than a $1 million in 1995-96. These savings in government expenditure were realized in several steps. In 1994 a price stabilization program for hogs, cattle, and other crops was eliminated. The 1995 federal budget reduced by 30 per cent funds for income support programs, terminated federal subsidies for shipments of feed grains from the prairies to the Maritimes and British Columbia, eliminated over $700 million in rail freight subsidies, and phased out a dairy subsidy. As a consequence of these initiatives, whereas taxpayer and consumer transfers to Canadian farmers comprised 34 per cent of farmers’ gross receipts over the period 1986-88, by 2000-02 they accounted for only 19 per cent (OECD 2003). Although transfers from consumers and taxpayers to agricultural producers, as well as direct payments to producers, have dropped in all OECD countries, the decline has been more dramatic in Canada than in OECD countries as a whole, the United States and the European Union, and more than required by the WTO Agreement on Agriculture. 

State fiscal retrenchment has hit prairie grain and oilseed producers particularly hard. Although the 1995 elimination of railway export freight subsidies
 was accompanied by a one-time compensatory payment of $1.6 billion, “the true value of the lost benefit was three to four times that amount” (Schmitz et al 2002: 173). Farmers pay more to ship grain and, with the downward trend in real grain prices and a stagnant international wheat market, their farm gate revenues are lower as a consequence.
 By the late 1990s, low international prices and climate-induced low yields, combined with rising input (fuel, machinery, fertilizer) costs, resulted in historically low farm profits for grain and oilseed growers. The inequity of their position, vis-a-vis that of producers in other countries who enjoyed higher levels of government support, resulted in sustained demands from the Canadian farm community for government financial assistance to insulate them from fluctuations in the world market. With their fiscal situations much improved, Ottawa and the provinces injected new monies into agriculture, and as Table 1 shows, effectively reversed earlier policies of fiscal retrenchment.

As the total costs of government payments mounted, Agriculture and Agri-Food Minister Vanclief (2002) lamented that Canadian governments were still “talking about the same problems” they had been discussing a decade, indeed two decades, earlier. The “patchwork of farm safety- net programs aimed at the same basic risk, farm income fluctuations,” he lamented, “don’t work well [and] don’t cover important risks.” Moreover, “most of these programs require little contribution from farmers. Governments pay the vast majority of the costs. ... these programs foster dependence on governments.”
Their negative assessment has led federal and provincial governments to devise a new approach to farm safety nets under the umbrella of a broader Agricultural Policy Framework.
 It puts a cap on federal and provincial government direct payments to producers, which currently comprise almost 50 per cent of total federal support and 45 per cent of provincial total support to the agri-food sector (Agriculture and Agri-Food Canada 2003c: Figure C.2). Producers will be required to pick up a bigger share of the costs of stabilizing their incomes and take more responsibility for managing their income risks. 

The Role and Impact of Farm Organizations in Market Liberal Initiatives

The farm community’s ability to influence and stem the shift away from state assistance to market liberal reforms has been handicapped by farmers’ organizational fragmentation and their internal divisions. Both are rooted in multiple and overlapping cleavages: between farmers whose surplus products depend upon export markets and those protected within the domestic market, between farmers who operate large commercial operations and those less profitable, and between farmers philosophically opposed to market-liberal reforms and those supportive of a market-oriented agriculture--have handicapped a coherent response to liberal trade agreements and fiscal retrenchment initiatives. 

In the late 1980s and early 1990s, farmers’ organizational diversity did not prove particularly costly. Under the Mulroney Conservative government, farm groups were invited to join agri-business representatives in redesigning farm income safety nets (Coleman and Skogstad 1995). During the Uruguay Round of GATT, farm groups were members of the Agriculture, Food and Beverage Sectoral Advisory Group on International Trade (SAGIT) where they had input into Canada’s negotiating position. The Canadian Federation of Agriculture succeeded in bridging the cleavage between its export- and domestically-oriented members by supporting measures to reduce export subsidies in the grains sector and to maintain border controls in the supply managed sectors. This display of unity earned it political influence: the CFA’s united position became essentially that of the Government of Canada. Subsequently, as disputes have arisen over the provisions of trade agreements, like those pertaining to dairy subsidies and the Canadian Wheat Board, commodity and farm organizations have been closely consulted closely on strategies to resolve them and, where necessary, to bring domestic policies in line with international law (Skogstad 1999;  Skogstad 2002: 168-69). 

On other issues, the cleavages in the farm community have proven insurmountable for national farm organizations to bridge, leaving the task to federal politicians. A case in point was the heated debate in prairie Canada over the 1990s on the role of the Canadian Wheat Board. On one side were the National Farmers Union, the Saskatchewan Wheat Pool, the Canadian Federation of Agriculture, and the majority of prairie farmers, staunchly defending the Wheat Board’s export monopoly on barley and wheat sales.  On the other side were several specialist commodity organizations--the Western Canadian Wheat Growers Association, the Alberta Barley Commission, the Western Barley Growers Association, and the private grain company, United Grain Growers--championing a ‘dual market’ for barley and grain exports in which the Wheat Board would be one export seller alongside private grain companies. When the criticisms of the latter reached crisis proportions in the mid-1990s–a handful of farmers were illegally circumventing the authority of the Wheat Board–it fell to the Minister in charge, Ralph Goodale, to forge a compromise that farm organizations had been incapable of producing.

In the late 1990s and into the twenty-first century, the farm lobby resorted to two strategies in an effort to influence government policy. The first is conventional lobbying through the construction of a broad coalition of support across farm groups, business organizations whose fate is closely tied to the well-being of the farm community, political parties and provincial governments. When hog, grain, and oilseed producers found themselves in a severely depressed economic situation in the late 1990s, the farm lobby proved capable of launching a massive public lobbying campaign to obtain financial assistance. The premiers of Saskatchewan and Manitoba personally petitioned the Prime Minister, the opposition parties launched emergency debates on agriculture in the House of Commons, the agriculture committees in both the Senate and the House of Commons held hearings and issued reports recommending more government assistance, and the rural caucus of the governing Liberal party undertook its own study of the farm crisis and concluded federal aid was needed to deal with it. The Canadian Chamber of Commerce and farm groups philosophically opposed to state assistance also joined the call.

The second strategy to influence state policy relies on serving on advisory committees to the Government of Canada. Since 1997, when Agriculture and Agri-Food Canada formalized consultation on the (re)design of programs to manage risks to farm incomes, the Canadian Federation of Agriculture, commodity groups and non-producer interests have been members of the National Safety Nets Advisory Committee. The CFA has the most members on the committee and also chairs it. Although the committee is labeled “advisory”, farm groups expect that its advice will be followed. When it is not, they have been harsh in their criticism. The CFA President publicly chastised the Agriculture Minister for failing to engage with farmers in a ‘full partnership’ on the design of the risk management programs that constitute part of the Agricultural Policy Framework. President Friesen suggested that the Minister’s determination to proceed, despite farmers’ opposition, posed  “a real danger that the relationship between governments and the industry will be jeopardized and will be undermined irreparably” (Friesen, 2002:14). Friesen’s criticisms about inadequate consultation, albeit echoed by other organizations, show the limits of consultation in a policy arena where agreement with provincial governments is often a higher priority for federal policy-makers than is keeping producer groups on board. The early success of provincial farm organizations, in forging alliances with their provincial agriculture ministers to present a united stand against federal program design proposals, proved fleeting as provincial governments pursued their own interests (to curtail and stabilize their financial commitments to support farm incomes).

Structural Change in the Agri-Food Sector

Changes in the structure of agriculture and in relationships between producers and other components of the food chain affect the bargaining position of Canadian farmers and their ability to extract fair terms of trade. Since the number of Canadian farms peaked in the 1936 census, decade upon decade has seen a reduction in the number of farms and an increase in their size. Over the past twenty years, the consolidation of farm units into ever larger units has resulted in a 22 per cent decline in the number of farms and a 32 per cent increase in their average farm size.
 At the same time, food production has become concentrated in large and highly specialized farm operations (Bowlby and Trant 2002: 8). Larger commercial farms (31 per cent) currently account for almost all production (87 percent of all sales) while the 35 per cent classified as small and medium-sized farms constitute 12 per cent of sales (Agriculture and Agri-Food Canada 2001).
  These trends are consistent with those in other OECD countries and result from government policies and technological change. Larger, more efficient units, employing modern machinery and technology, were seen as a way to reduce the problem of farm poverty that was identified as one of the most persistent features of Canadian agriculture into the late1960s (Canadian Agriculture in the Seventies 1970: chapter 2). As observed earlier, government provision of low-cost credit encouraged farmers to expand their land holdings and take advantage of new technologies and production practices. In the 1980s, larger, more technologically sophisticated farm units continued to be encouraged, alongside improved farm management skills, as a way to render Canadian farmers as efficient and competitive as possible vis-a-vis foreign producers (Agriculture Canada 1989). In the 1990s, the adoption of new technologies, like biotechnology, has been a preferred policy instrument to improve the efficiency and international competitiveness of Canadian farmers. (See chapter by Moore.)

There are currently roughly 250,000 farmers, who comprise about 3 per cent of the Canadian population. The agri-food sector contributes 8 per cent to Canada’s GDP and accounts for 13 per cent of total employment
 and one in seven Canadian jobs. However, most of these jobs–three in four--are beyond the farm gate: upstream in the farm input supply sector or, more often, downstream in the food manufacturing, retail and distribution sectors (Vanclief 2002). The food processing industry employs 200,000 people and represented 2.4 per cent of Canadian gross domestic product in 1996 (Harper and Burroughs 2003). Over the period 1990-98, it was the third largest manufacturing industry (after transportation and machinery and equipment) in Canada, and the largest manufacturing industry in seven provinces (Kraker: chart A1.3). Retail, wholesale and food services are the fastest growing component of the system (Agriculture and Agri-Food Canada, 2002). 

Consolidation is also occurring elsewhere in the farm input supply (machinery, seeds, fertilizer), food processing, and food (retail and wholesale) distribution sectors (Krakar 2003: Chart B2.4, Chart B3.4). Two companies control 37 per cent of the capacity in the beef packing sector which is largely (74 per cent) foreign-owned (Qualman and Wiebe 2002: 9). Takeovers in the Western Canadian pork processing sector have left a single–Canadian–firm (Maple Leaf) with a 45 per cent share in Canada’s prepared meats sector (Western Producer 2003: 6).  Chicken processing is now fairly concentrated; the five largest companies in terms of volume processed almost 60 per cent of all chicken in 1999, and the ten largest firms processed 80 per cent (Agriculture and Agri-Food Canada 1999). Flour milling is now dominated by two large companies, both American owned and in control of about 75 per cent of capacity (Agriculture and Agri-Food Canada 2003a). The five largest food retailers account for 60 per cent of national grocery sales (Kraker 2003: 5). Turning to the farm input sector, two farm machinery companies now dominate, in place of six in the late 1980s (Qualman and Wiebe 2002). Similar consolidation has taken place in the fertilizer sector but it remains largely Canadian owned (Agriculture and Agri-Food Canada, 2003b: chapter 2.1). 

The concentration of agri-food businesses, and the takeover of farmer-owned cooperatives as part of this process of consolidation, raise concern about its consequences for farmers’ bargaining power over prices. Quagrainie et al (2003) suggest that the limited number of beef packers allowed them to exercise “a small but sustained amount of market power” in the Canadian finished cattle market from 1978 to 1997. Mergers that have diminished the market-power of farmer-owned cooperatives mean a loss of farmers’ ability to extract revenues further downstream. In the grain handling (elevator) sector, four farmer-owned co-operatives have been replaced by one commercial enterprise (Agricore United)
 and one publicly traded co-operative (the Saskatchewan Wheat Pool). Together with the private multinational, Cargill, they handle 75 per cent of western grain sales, less than 50 per cent of which passes through a co-operative (Goddard et al. 2002). For the moment, the strong market presence of the Saskatchewan Wheat Pool in prairie grain sales is a factor in prairie farmers’ favour, insofar as this organization has long been an advocate for farmers. 

In the dairy sector, the arrival of multi-national firms like Danone, Unilever, and Parmalat has engendered consolidation and takeovers and poses a potential threat to supply management. The market share of dairy co-operatives has been reduced to 50 per cent from close to 70 per cent in the 1990s (Ibid.), and only one of the three major dairy processors (Agropur) is a co-operative. Doyon (2002: 507) observes that private dairy processors have taken advantage of their market power. He cites the example of Saputo, which, having acquired the dairy co-operative, Agrifoods, “found itself in a monopolistic situation in some parts of western Canada. ...[and] negotiated prices downward in that region under threat of closing processing plants some days of the week..” Unlike dairy cooperatives that support supply management principles of production and border controls, multinational corporations like Parmalat do not (Goddard et al. 2002).

In another supply managed sector, the manager of Chicken Farmers of Canada, which represents Canadian chicken producers, also observes the precarious position that producers may find themselves in as consolidation means fewer buyers for farm commodities. Mike Dungate notes that “In most provinces in this country, there is one processor in that province. If that processor is not competitive, if he doesn’t get competitive inputs from farmers and that processor goes out of business, those farmers are out of business too.”
  Recognition of this situation has prompted reform of supply management practices to give processors more control over the supply of chicken. Whether these reforms are sufficient is unclear. While chicken processors remain supportive of supply management, further processors (who use processed chicken as an input to their products) do not.

Looking Ahead

In the early twenty-first century, many in Canada’s farm community have reason to be bleak about the future of their industry and their prospects for overcoming their inherent “disabilities” within the price system (Fowke 1957). Aside from supply-managed dairy, poultry, and egg producers, whose incomes are stable and high relative to other farmers and the non-farm population, most farmers have witnessed sharp fluctuations in their incomes over the past 30 years and in most cases an income decline in real terms (Brinkman 2002). This income decline is not the result of low productivity; to the contrary, the productivity of the farm labour force has increased (Bowlby and Trant 2002). Rather, it is the result of input costs rising faster than market prices and international aggregate supply (of grains and oilseeds, in particular) rising faster than aggregate demand. To remain farming, operators of small farms, and increasingly those of larger operations as well have had to find jobs off the farm (Culver et al 2001: 521). Even then, the grain sector has had to rely on government transfers to sustain it. Brinkman (2002: 400) reports that “net government transfers and rebates from 1985 to 2001 contributed the equivalent of 77 per cent of all prairie net farm income.”
 

If the seemingly chronic income crisis, the de-population of rural Canada  (Epp and Whitson 2001: xix-xx), and the aging of the farm population are reasons to characterize farmers as  “an endangered species” (Pratt 2000: 1), the same cannot be said of the food processing and food retail sectors. They enjoy, on average, higher rates of return than their non-food counterparts (Smith and Trant 2003). 

Indeed, it is to the `value-added’ activities beyond the farm gate that the Canadian government looks in its quest to make the sector more internationally competitive. In the late 1980s, almost 75 per cent of total agri-food exports were still in the form of raw or partly processed cereals, oilseeds and meat products (Agriculture Canada 1989: 27). Federal agricultural officials deemed this situation in need of correction and committed to removing policies and practices that hindered the growth and competitiveness of the Canadian food processing industry, as well as to research for developing speciality crops and non-food uses for existing crops.
 By 2002, the agriculture minister was forced to admit the strategy had produced meagre results, at least as far as encouraging farmers to embrace innovation, diversification, and value-added production (Vanclief 2002). 

To the extent that the fate of Canada’s farm community rests on the capacity of farm organizations to prevail in the quest to improve farmers’ bargaining power in the market place, the picture can also look bleak. There is quite simply insufficient consensus among Canadian farmers as to the optimal strategy to secure fair terms of trade. Is it through managed markets or is it through liberal markets?  The Canadian Federation of Agriculture is best positioned to broker the interests of Canadian farmers around this question, as it is to press other producer claims to governments.
 However, commodity and umbrella organizations philosophically supportive of a lesser role for the state in agriculture have gained members and institutional strength to present a formidable challenge to the representational capacity and influence of the Canadian Federation of Agriculture. A new alliance of export-oriented interests, formed in 2001 under the title of the Canadian Agri-Food Trade Alliance (CAFTA), is pressing for Canada to adopt a position of liberal trade across the board. Despite its small secretariat, budget and youth, CAFTA’s members include producer organizations, processors, marketers and exporters from the major trade reliant sectors in Canada.
 They are said to account for almost 80 per cent of Canada’s agriculture and agri-food exports: that is, more than half of Canada’s farm cash receipts and 500,000 jobs in production, processing and marketing. This alliance presents a significant challenge to the Canadian Federation of Agriculture’s strategy of seeking to defend simultaneously the interests of export-oriented and domestically protected producers.

The future of Canadian agriculture is uncertain. One source of uncertainty are developments beyond Canada’s borders, most notably the outcome of the Doha Round of the WTO. For Canada’s grain and oilseed growers, a successful Doha Round will be one that curbs the European Union’s agricultural export subsidies and the US’s large domestic subsidies. For the supply managed sectors, it will be one that maintains a high Canadian tariff wall against foreign dairy and poultry products. Given the contradiction between these two goals, it is highly unlikely that Canadian negotiators will succeed in realizing both. A second source of uncertainty are domestic state policies, including primarily the Agricultural Policy Framework, described by the Agriculture Minister as intended “to fundamentally transform Canadian agriculture for the 21st century” (Vanclief 2002). How it will affect farmers’ bottom line is unclear, but many farmers are worried that it will not improve it. There is, however, one thing that seems more certain. It is that the capacity of the farm community to shape agricultural policies in its interest will require forming coalitions with a broad array of interests. Those coalitions will necessarily include representatives of agri-business, financial institutions, consumers and especially provincial governments. Coalition-building of this nature is not an easy task but it is an absolutely vital one in order for Canada’s farmers to overcome their competitive disabilities. 

Table 1 Canadian and Provincial Government Agri-food Sector Expenditures, Selected Years ($ thousands)

	Year
	1985-86
	1988-89
	1991-92
	1995-96
	1999-00
	2000-01
	2001-02

	Total
	4717
	6927
	9145
	5533
	5245
	5751
	6206

	Income Support
	   626
	1686
	1982
	   789
	1614
	2251
	2590


Source: Agriculture and Agri-Food Canada, Strategic Policy Branch.
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Chapter IV: “The New Agriculture: Genetically-Engineered Food in Canada” –  Elizabeth Moore
 (Agriculture Canada)

Introduction 

Challenges facing the Canadian agri-food industry are encouraging a remarkable shift in policy making.  This shift is from a historic focus on producers to one that encompasses the entire value chain and seeks greater responsiveness to consumer concerns and demands.  Large-scale food safety and animal disease outbreaks pose threats to consumer confidence and require a strong proactive and crisis management capacity.  Export markets are creating more stringent safety and quality criteria that make market access a greater challenge.  Consumers in wealthier countries are demanding more information about how their food is made and where it comes from.

Policy making for genetically-engineered food in Canada began prior to the notable commitment to this new policy direction, articulated in the intergovernmental Agricultural Policy Framework of June 2002. As a result, the policy foundation for GE food was created using an older policy approach rooted in enthusiasm for technology, focused on producer benefits, reliant on scientific authority, and developed through relatively closed policy networks.  Genetic engineering raises policy challenges consistent with the description of mature and post-staples sectors.  Genetic engineering is not a direct response to resource depletion, but offers potential solutions to the need to improve economic viability and reduce environmental degradation.  The adoption of genetically-engineered products is a capital-intensive, high technology solution to agricultural challenges and, its proponents hope, a way to reduce negative environmental impacts on soil, air, and water.  However, genetic engineering is also seen as contrary to the stewardship goals of the organic industry and, due to the issue of contamination, a serious potential threat to the continued viability of some parts of the organic industry.  Several environmental groups are critical of the technology, concerned about risks to ecosystems. 

When genetic engineering first began to be applied to agriculture, there was no substantive public policy discussion in Canada on its potential socioeconomic effects.  How might it restructure economic relationships within the agricultural supply chain?  What impact might there be on the family farm and the viability of the farm community?  It remains unclear how genetic engineering will transform the economic structure of the agri-food industry, and where power will lie.  For example, plant molecular farming has the potential, through lucrative non-food crops, to significantly alter Canadian farming.  However, it is still in its infancy and there is no certainty about what scale of development will actually be achieved.  In turn, it is difficult to predict how the benefits and costs of such change will be distributed.  However, in the longer-term, genetic engineering is a potential tool for Canada to shift away from competing in bulk low-cost commodity markets, to selling into premium, niche, and value-added markets.

Almost a decade since the beginning of wide-scale cultivation of genetically-engineered (GE) food crops, there is a persistent degree of resistance globally to their cultivation and consumption.  In Canada, policy makers, developers of these crops, and the agri-food industry pursued a course of rapid adoption, failing to anticipate this resistance. They saw GE crops as the newest tool in a long history of applying technology to agriculture with the goal of improving profitability. Policy making on genetic engineering in Canada has focused on promotion of the technology, and protection through regulation.  Regulation is a particularly high-stakes endeavour in its influence on determining the future of the technology through limits set on its use.

While policy makers did craft a precedent-setting regulatory regime to respond to concerns about environmental and health risks, its foundations and the methods chosen to create it were shaped by past practices of exclusionary science-based authority and relatively closed policy networks.  However, during the 1980s and 1990s hurdles were changing for regulatory legitimacy. The growing visibility of the precautionary principle encouraged an increased degree of skepticism in the absolute authority and certainty of science-based decision making and contributed to demands for more democratic policymaking.  Canadian policy makers hoped to secure a smooth path toward commercialization through regulatory policy.  Their actions instead created vulnerability to challenges to the scientific and democratic legitimacy of the regulatory response and in turn the safety of GE foods.   These challenges have grown in strength and visibility since commercialization began.  It is clear now that the existing regulatory system is not a guarantee of market acceptance and consumer confidence, as initially intended.  

This chapter explores the history of GE food in Canada since the early 1980s, focusing on food crops.  It begins by describing the rampant enthusiasm of government and scientists that continues today with a new focus on investment in genomics.  It examines the creation of a regulatory regime during the late 1980s and 1990s within the context of a firm government commitment to technological development.  Next, it explores how these policy choices contributed to challenges to the adequacy and legitimacy of the regulatory regime and how government has responded through efforts to reinforce this regime.  The chapter concludes by examining key aspects of the context of the future of GE food in Canada: issues of economic and technological power and the ongoing effort to secure a resilient legitimacy for the regulatory regime in Canada.  Future developments may depend a great deal on whether industry and government can become more responsive to citizen and buyer concerns and demands, and whether the potential benefits of the technology will be shared equitably throughout the agri-food supply chain, including producers and consumers.

Canadian agriculture: a history of applying technology to agriculture 

The economic uncertainty that has been a pervasive aspect of crop production historically in Canada (see Skogstad chapter) heightens the appeal of new technologies that promise improved returns and competitive advantage. The idea that technological innovation is essential to the prosperity of the agricultural sector is well-entrenched in Canada. Applying science to agriculture is a longstanding policy tool to achieve economic goals.  For many decades, the federal government has invested significantly in agricultural research and was the dominant player for much of that time, beginning with the creation of the experimental farm service in 1886.  More recently, provinces and universities have increased investment in agricultural research. 

Improved crop varieties have historically been a major contribution of the federal government’s agricultural research effort. This public investment is credited with Canada’s success as a leading producer and exporter of major agricultural commodities including wheat, often combined with a reputation for high quality. Canadian crop scientists point to a proud history in plant breeding that produced Marquis wheat, canola, and varieties of corn and soybeans that could be grown profitably in Canada’s climate, all contributing to economic benefits for producers.  In the late 1970s and early 1980s, speculation about the potential benefits of applying genetic engineering to agriculture began to grow.
  The impressive theoretical possibilities of genetic engineering fuelled excitement.  Genetic engineering is defined here as recombinant DNA techniques that allow isolation of specific genetic traits that can be then transferred to other organisms, to improve agricultural commodities.  Into the 1980s, agricultural biotechnology appeared as a bright light on the horizon, as producers became preoccupied with falling land values and grain prices, and a global agricultural subsidy war. Both the historic context and the immediate context of the 1980s help to explain the federal government’s choice to facilitate Canada’s emergence as a pioneer in the adoption of genetically-engineered (GE) food crops as part of the overall economic strategy for agriculture.

 Jumping on the biotechnology bandwagon

Through the 1980s, as the development of GE food crops for commercial use progressed, the Canadian federal government was promoting and pursuing technological and market-based / driven solutions to economic challenges.   A premium was placed on securing international competitiveness to ensure economic growth.   The concept of the knowledge economy was embraced, and biotechnology was expected to play a central role (Abergel and Barrett 2002, Moore 2000).  It was treated as a strategic priority, and heavily promoted for its promise in many areas, including medical and agricultural applications.  Forecasts were made of a significant new industry contributing to economic growth and providing skilled employment.  Biotechnology would provide more environmentally friendly and efficient technology, and innovative products providing advantage to Canada on a global scale.

The federal government played a leading role in creating Canada’s pioneering status in the commercial adoption of GE food crops, by working on and funding their development, and later by providing a regulatory framework designed to facilitate commercialization. This proactive role was formalized through the 1983 National Biotechnology Strategy (NBS). Its goals included creating a robust research infrastructure to capture economic and social benefits. The NBS provided federal funding for public and private research on GE crops plants.  The National Research Council (NRC) was given the mandate to act as lead federal agency on biotechnology research. Its Prairie Research Laboratory in Saskatoon was renamed the Plant Biotechnology Institute in 1983.

The integration of genetic engineering techniques into plant breeding programs was pursued in public agricultural research centres.  In 1983, the total Canadian crop effort in crop biotechnology was estimated at one hundred “person-years”, including 50 permanent scientists, and more than 90 per cent of this effort was based in the public sector (CARC 1983). By 1998, an AAFC official estimated that the department’s Research Branch was allocating about twenty-five per cent of crop research resources toward biotechnology-based projects, or about $25-million (Cdn) a year.  In 2001-2002, AAFC spent $64-million on biotechnology research, eighteen per cent of its total expenditures on science and technology, and virtually all of it conducted within the department (Canada.  Statistics Canada 2003a).  Overall federally-funded research on biotechnology cost $513-million that year.  Genetic engineering brings high costs and requires an extensive knowledge base.  Its integration has helped to encourage policy change aimed at facilitating public-private research partnerships to pool financial and technological research and promoting greater use of ownership protection.

By the mid-1990s, the combination of policy innovation in federal agricultural research and the lucrative potential of genetic engineering had also prompted significant growth in private investment.
   Private investment in biotechnology research and development in the Canadian agri-food sector was $36.8-million in 2000 (Canada.  Statistics Canada 2003b), marking notable growth but still much smaller than AAFC’s effort.
  At the NRC’s Plant Biotechnology Institute, funding from external sources climbed to $21.4-million in 2002.  This growth is most visible in Saskatoon. For example, spending on agricultural genomics research in Saskatoon is estimated at $120-million  (AgWest Biotech 2003).  Saskatoon hosts the world’s largest research program in animal health genomics, at $27.5-million, and a large AAFC / NRC plant genomics project at $21-million. Genomics gathers and analyzes genetic information.  It is “the characterization and sequencing of an organism’s genome and analysis of the relationship between gene activity and cell function”.  Genome Canada, established by the federal government, has funded six agricultural projects, which include in their scope canola, potato, and grapes.  In the 1999 federal budget, $55-million was provided for genomics research over three years, including $17-million for crop genomics in AAFC (canola, wheat, corn, soybeans) and $17-million for the NRC.  One-third of the NRC funding was intended to go to agricultural crops, focused on canola.  While rapid progress is being made in sequencing genes, the timeframe for understanding the functions of these genes is much longer.

On a global scale, large multinational firms began aggressively pursuing plant biotechnology in the 1980s.  Mergers and acquisitions led to an oligopoliisc structure of large firms, though many smaller firms also operate.  Six firms currently dominate globally: Syngenta, Monsanto, Bayer CropScience, DuPont, Dow AgroSciences, and BASF.  Technological interdependence is characteristic of the industry.  Firms often work together on a project or license technology to each other.  Intellectual property rights often make this degree of collaboration inevitable.

It is a common argument that multinational plant biotechnology firms such as Monsanto pressured Canada to adopt GE food crops quickly. However, it is more accurate to describe the situation as a coincidence of interests.  The Canadian government was keen to encourage rapid adoption and to ensure the regulatory regime did not impede commercialization. Arguably the influence of Monsanto and other plant biotech firms lay in demands for clarity and certainty in regulation, which contributed to a more formal regulatory regime.  In contrast, many public sector scientists were far more inclined to treat genetic engineering as just another tool with no special regulatory needs.

Regulation as instrument of promotion and protection 

By the mid-1980s, the Canadian federal government was examining actively regulation of biotechnology. Provinces have largely deferred to federal activity in this area.  The federal government was now simultaneously playing two roles, promotion and protection. Regulatory policy making was pursued within the pro-biotechnology context:  it had to provide an adequate level of protection from health and environmental risks, but ultimately could not jeopardize the economic potential of biotechnology. 
  By the late 1990s, the initial regulatory regime with an overarching framework, environmental safety and food safety assessments for GE foods, and a labelling policy was in place. 
  For the first time in Canada, new plant varieties were potentially subject to environmental and food safety screenings.  However, the process through which this regime was produced and the fundamental assumptions used to make regulatory choices left it vulnerable to challenges from those skeptical of biotechnology. Many of the policy issues posed by genetic engineering were set outside of the scope of policy making.  Policy networks around specific issues tended to marginalize or exclude interests outside of government and the agri-food industry.  This approach was possible in part because, in Canada, significant public awareness of the GE food did not arise until 1999 or so.  Active resistance to GE food, outside of the biotechnology skeptics within environmental and other public interest groups, was relatively minimal through much of the 1990s, especially in comparison to events in Europe.

The intent of the Canadian biotechnology regulatory regime is to assure consumers that safety issues are adequately assessed, in turn facilitating commercialization.  Safety issues include concerns that GE plants could become “superweeds” or have other adverse impacts on biodiversity through gene escape, by transferring their traits to wild relatives.  In food safety, concerns focus on how genetic engineering may create the presence of, or alter levels of, allergens, toxins, or nutrients.  For labelling, the focus of debate revolves around what consumers need to know compared to what they might like to know.  Labelling also brings up concerns about trade rules, and logistical issues such as the capacity to segregate and prevent contamination.

Regulatory development took placed through relatively closed policy networks, enlarged occasionally through managed consultations. Consultations were organized by government officials and Parliament played a minimal role.  A decision to rely on existing authorities and avoid creating new legislation meant that discussion by elected officials during this initial phase of regulatory development was largely confined to infrequent committee hearings.  In 1993, a multi-departmental multistakeholder workshop marked a departure from an initial focus of consulting largely within scientific and governmental circles.  However, this workshop and a subsequent one in 1994 on the technical aspects of labelling were criticized for their limited participant lists and circumscribed discussion.

The federal government announced its regulatory framework for biotechnology in 1993. The framework placed clear boundaries around what was to be included within scope and intent of regulation and what was not.  Acceptable goals and methods included human and environmental safety, risk-based assessment, a favourable development climate, an open consultative policy making process, and national and international harmonization. Outside the scope of regulation were ethical concerns beyond safety, using regulations as a tool to direct development toward public good benefits such as food safety or sustainable agriculture, and distinguishing biotechnology from non-biotechnology products through regulatory treatment. The framework fully captured the dual goals of encouraging the industry’s development, while securing environmental and human safety.  Government officials said in 1993 that the framework would provide clarification for developers, trading partners and the public ” that “clear rules and requirements [would] be put in place in a timely fashion to encourage product development in Canada”. (Hollebone 1993: 5)

For environmental safety, AAFC and later CFIA created an environmental safety approval process for plants with novel traits.
 The focus of regulation is on novel traits, which includes those created by genetic engineering and those created through other means. Health Canada developed a food safety assessment process, triggered when a new food product meets the definition of a novel food.  As with environmental release, the scope of regulation is not restricted to GE products. Labelling is required only when there have been significant changes in nutritional level or potential allergenic or toxic effects.  In 2004, a national standard for voluntary labelling was finalized.

Options for regulation were limited by fundamental choices within government about appropriate goals and means.  Regulation could not impede commercialization unduly, it had to be science-based, it would rely on existing legal authorities, and be aligned with international developments.  Both industry and government championed a regulatory framework compatible with commercialization by providinga predictable regulatory climate, and the National Biotechnology Advisory Committee was an important vehicle for them. Industry said confusion about the scope of regulation and where authority rested was slowing the pace of technological development. Government officials also stated the importance of avoiding regulatory choices that would result in investment moving elsewhere (Hollebone 1988).  Regulation also followed the precedent of using scientific expertise to assess safety based on risk and to have the degree of regulation triggered by the degree of risk.
  Canadian guidelines for lab safety when working with GE organisms, released in 1977, created these precedents.

Ultimately, several factors encouraged precedent-setting regulation of GE food crops in Canada. First was the creation of an oversight mechanism for GE organisms through the lab safety guidelines released in the late 1970s.  Later, in the late 1980s, plant  biotechnology firms encouraged the federal government to embark on regulation.  Finally, plant biotechnology was being pursued in a context when the precautionary principle becoming well-known.  As novel products created through a novel technology, GE food crops were regulated on the basis of scientific speculation and comparison to conventional counterparts, rather than in response to evidence of negative impacts, consistent with a precautionary approach (Krimsky 1991: 182). 

The visible financial and political commitment by the federal government to biotechnology meant that commercialization would proceed and regulation would be designed to facilitate it.  Regulation was another tool to facilitate development of the technology, along with intellectual property rights, direct research funding, and indirect subsidization of research through tax credits and other incentives.  The intent was that assurance of safety through regulation would provide a solid basis for consumer acceptance and facilitate international trade, and achieve this by being science-based.  An important outcome was to ensure that regulation did not discriminate against genetic engineering as a technique and technology; this was achieved by the focus on the novelty of the product rather than the process.  Canada’s regulatory response thus institutionalized a conflict of interest, with regulators working within institutions that also promoted the technology (AAFC/CFIA).  The regulatory response downplayed the novelty of the technology in terms of risks it might pose, contradicting the radical potential touted through promotional efforts.  It sidestepped the issue of scientific uncertainty regarding the risks of GE crops and provided relatively little opportunity for public input on non-science-based issues.  All of this provided a relatively unstable foundation for the challenges that grew in strength in the late 1990s.

Shifting ground: commercialization of GE food crops begins and challenge grows 

The widespread cultivation of GE food crops in Canada began after 1995 as producers switched rapidly from conventional varieties, especially canola producers. Globally, GE crop acreage has grown from 1.7 million hectares in 1996 to 67.7 million in 2003 (James 2003). The global market value of GM crops is projected to be $5-billion (US) by 2005, based on the sale price of seed and technology fees.  Canada has the third-largest acreage of GM crops worldwide, at 4.4 million hectares, in canola, corn, and soybeans, representing six per cent of global acreage and twelve per cent of cultivated land mass.  The US accounts for sixty-three per cent, and six countries account for ninety-nine per cent of global acreage.  Soybeans are the largest GM crop, at sixty-one per cent of global acreage, and herbicide-tolerance remains the dominant trait at seventy-three per cent.  Of the total soybean crop worldwide, fifty-five per cent is now grown with GM varieties.  In canola, the figure is sixteen percent, and for corn (maize) eleven per cent.

As commercialization proceeded, biotechnology skeptics moved onto firmer ground in their ability to draw public attention to potential risks. The decision of policy makers not to engage in a broad public discussion meant that regulatory policy became the central focus of contestation. As the number of regulatory approvals grew, public interest groups launched or increased campaigns to raise consumer awareness about potential risks of the technology (Leiss 2001).  As of the end of 2003, Health Canada had completed food safety assessments for sixty-three novel foods, sixty produced through genetic engineering and eighteen of them belonging to Monsanto.  During the same period, AAFC / CFIA approved forty-five plants with novel traits for environmental release, including fourteen from Monsanto.  Media coverage increased and there has been a proliferation of books on GE food, as well as on genetic engineering more generally, aimed at popular consumption. Public interest groups, mostly Greenpeace, have also used environmental petitions, available as of 1995 after amendments to the Auditor General Act. Their focus has included molecular farming, GE fish, GE wheat, soil health, and the effects of the American Starlink in Canada (corn not approved for human consumption was found widely distributed in human food products in the US).   

Developments internationally, including growing resistance in Europe through the late 1990s, also aided biotechnology skeptics in Canada.  Acrimonious international negotiations to develop a biosafety protocol helped to raise public awareness.
 

With growing challenge and controversy, the initially solid pro-biotechnology coalition within the agri-food chain began to weaken as interests diverged. Some producers became more skeptical, as they saw the loss of export markets and the risks of contamination. For example, Canada’s rapid adoption of GE canola varieties resulted in the loss, at least temporarily of European markets.  In 1994, Canadian exports to EU had reached $424-million a third of all canola exports that year.  By 1998, exports had dropped to $2-million.  In the late 1990s, the Canola Council of Canada began lobbying the Canadian government to factor in export market approvals into criteria for approval for commercialization.  Food processors and retailers also began to take a more defensive position.  In discussions on labelling policy, they suggested if mandatory labelling was adopted in Canada, they would stop using GE ingredients. 

Government response

In last few years, there has been a flurry of activity within the Canadian government to renew and bolster agri-food biotechnology policy. Much of the work has been aimed at boosting the legitimacy of the regulatory response by building capacity and increasing transparency.  The Canadian government took action on several fronts.  It renewed its biotechnology strategy and created a new advisory committee with a broad mandate, it referred the scientific issues of GE food to a Royal Society of Canada expert panel, and increased resources to build regulatory capacity within the federal government.

A renewed Canadian Biotechnology Strategy was released in August 1998, replacing the 1983 strategy.  It made no changes to the 1993 regulatory framework.  It created the Canadian Biotechnology Advisory Committee (CBAC) in 1999 to provide expert advice on all dimensions of biotechnology: ethical, social, economic, scientific, environmental, health, and regulatory.  CBAC reports to a ministerial committee and receives $2.25-million in funding annually.  In August 2002, CBAC released a report on GE foods.  It is broadly supportive of existing regulatory regime, but made many specific recommendations for improving accountability, communications, and transparency.  It makes suggestions for investment in evaluating and monitoring long term health impacts, improving information for consumers, and urges more attention to social and ethical issues raised by genetic engineering, particularly the distribution of benefits and costs.  

In December 1999, Health Canada, AAFC, and Environment Canada requested the Royal Society of Canada to create an expert scientific panel to provide advice on scientific issues of GM foods.  However, RSC went beyond this mandate to examine issues such as the integrity of the risk assessment process.  For example, it noted the institutionalized conflict of interest stemming from the government’s dual role of promotion and protection.  The government’s multi-departmental response to the RSC report came in the Action Plan of the Government of Canada, released in November 2001.  There have been five progress reports as of December 2003.  Both the action plan and the progress reports provide detailed descriptions of proposed and completed actions to respond to the RSC report.  The government’s response focuses on areas such as scientific assessment tools (substantial equivalence and precaution), transparency and increasing public confidence, human health impacts, and environmental safety.

One main area of activity has been the revision of regulations and guidelines, complete with public consultation periods.  Consultations are now complete, but the revised versions have not yet been released.  In May 2002, Health Canada and CFIA held a technical consultation on regulations for novel foods, plants with novel traits, and livestock feeds from plants with novel traits.  A broad range of interested parties was invited, but participants included only two representatives from consumer and environmetnal groups.  Other participants came from the agri-food industry, governments and academic institutions.  A Health Canada consultation in 2003 on novel food regulation was broader.  Beyond technical questions, it also brought up issues of transparency and how best to involve the public and external experts.  It also laid out specific proposed revisions.
  Health Canada’s “biotechnology transparency pilot project” allows for public input on new submissions for approval on both scientific and non-scientific aspects, and is exploring how to add external experts to the once-internal review process. 

The 2000 federal budget provided $90-million to increase capacity in government for biotechnology.  This money helped CFIA and Health Canada to improve scientific capacity, pursue policy development, and increase tools for communication with public.  It has been used to hire new staff, conduct research, develop and improve scientific assessment tools such as those used for toxicological and allergenicity assessments, and whole food testing protocols. CFIA contracted several short term research projects in 2002 on topics such as gene flow, Bt resistance management, non-intentional compositional changes, pollen dispersal, volunteer canola and wheat, the effects of Bt on non-target insects, occupational exposure, and feed use.  The CFIA has also launched a long-term study of economic and environmental effects, intended to last at least twelve years, looking at canola, corn, potato.  Finally, an interdepartmental group is developing a research strategy to generate knowledge on the potential long-term effects of novel living organisms.

The road ahead for agricultural biotechnology in Canada

Despite travelling a rockier road than anticipated toward its goal of a vibrant agricultural biotechnology industry, the Canadian government remains committed to the pursuit of this outcome.  New generations of agricultural biotechnology products promise both greater benefits and greater costs and risks.  Beyond the immediate issue of whether and when to commercialize GE wheat in Canada, there are the issues of molecular farming, GE fish, and GE animals.  The economic risks, as well as other risks, such as  contamination, are becoming a bigger issue.
  And although Canada now has a national standard for GE labelling, it remains voluntary and may not satisfy consumer demand for choice.  While enthusiasm for the potential economic and social benefits of biotechnology and genomics remains strong, immediate and longer-term challenging policy issues remain.

Most immediate for Canadian policy makers is the issue of GE wheat.  Monsanto has a herbicide-tolerant wheat ready for commercialization but, given high Canadian dependence on export markets for its wheat, there is hesitation, if not resistance, among producers  and other elements of the agri-food industry regarding the adoption of GE wheat.
 There is concern that GM wheat could cause significant economic harm if solid market acceptance and management tools are not in place ahead of time. The Canadian Wheat Board (CWB) has been one of the strongest voices in urging the Canadian government to incorporate market impact / acceptance issues into its regulatory approval.  CWB conditions for commercialization include widespread market acceptance, establishment of achievable tolerance levels, development of an effective segregation system, availability of rapid, accurate and inexpensive detection technology, and a positive cost-benefit throughout the wheat value chain with particular emphasis on farmer income.  In March 2004, the CWB announced that customers representing 87 per cent of the wheat produced by western Canadian farmers now require guarantees from the CWB that the wheat has not been genetically engineered,
 
Monsanto has made a public commitment not to proceed with regulatory approvals and commercial sale until several of these  issues are resolved.
Policy makers are also grappling with the challenges of plant molecular farming (PMF), which is the genetic engineering of plants to produce non-food products, such as pharmaceutical ingredients and industrial oils.  Federal government-organized workshops in 2001 and 2004 highlighted some of the issues: current inadequacy of segregation and containment systems to prevent contamination of food supplies with non-food products, the use of food crops to produce non-food products (potato, corn, wheat, barley, canola, soybean and flax are all currently being developed as platforms for PMF), implications of greater regulation of the use of land (licensing of farms to produce pharmaceutical proteins, for example), how to deal with contamination issues, the use of human genes, the potential longer-term transformation of Canadian agricultural should PMF become a widescale production activity, and gaps in knowledge and science (detection methods, occupational exposure risks, handling of byproducts and waste, contamination pathways).  Preliminary work is being done on a code of best agricultural practices.  Meanwhile, industry is complaining that government is being overly cautious and has been slow to approve field trials (Wilson 2003a).

A similar slow pace of regulatory development is occuring with GE fish and animals. Much of effort at current time appears focused on gathering scientific data with which to underpin a regulatory response on food and environemntal safety issues.  Health Canada’s interim policy on food from cloned animals (somatic cell nuclear transfer) of September 2003 states that these animals are considered to fall under the definition of novel foods and therefore a pre-market safety assessment will be required.  However, since there is insufficient data to guide safety assessment, developers have been asked to delay novel food notifications for such animals.

It is not clear that Canada’s new national standard for GE labelling, which took more than four years to develop, will meet consumer demand for the choice of whether to buy these products.  The multistakeholder standard development process, run by the Canadian General Standards Board, was boycotted by most of the consumer, environmental, and other public interest groups that supported mandatory labelling.  Polls suggest that Canadians’ support for mandatory labelling remains high, and concern about genetic engineering grows as knowledge increases (Pratt 2003).  A Consumers Association of Canada poll by Decima found that eighty-eight per cent wanted mandatory labelling in December 2003.  The CAC, once supportive of voluntary labelling, has now become a proponent of mandatory labelling.  At its November 2003 meeting, delegates voted overwhelmingly in favour of mandatory labelling.  Earlier in 2003, the CAC left the CGSB process, stating that the only way consumers could have assurance of information they need is to have mandatory label rules.  In particular, CAC was opposed to the intention a food product could have up to five per cent GM content and still be labelled GM-free (Wilson 2003b).

The Future of GE food in Canada 

For policy makers, at least two major issues loom from the use of genetic engineering in agriculture.  The first issue is how to preserve and increase the legitimacy of the regulatory regime as new products are developed for commercialization.  Options range from minor reinforcement to complete overhaul, and there is no shortage of more radical suggestions.  The second issue is whether and how to respond to issues of equitable distribution of costs and benefits.

The Canadian government continues to work on improving the legitimacy of its biotechnology policy, and particularly the strength of the regulatory regime.  Improvements in capacity and transparency have occurred, but are these changes meaningful in terms of contributing to the democratic and scientific legitimacy of policy choices?  Efforts have been made to increase information available to the public, and provide for the input of the public and external experts in the approval process.  But it is not yet clear whether citizen concerns will be better reflected in revised approval guidelines. The use of Parliament and its committees remains minimal, despite being venues where options for capturing the social benefits of the technology could be debated.
  It will also take at least a few years to judge the success of the effort to meet consumer demands for choice in the marketplace through voluntary labelling. The exercise of the protection of “confidential business information” also continues to limit public release of information such as location of field trials and details about novel products.  Meanwhile, the scientific legitimacy of the regulatory regime remains easily contested.  The difficulty of creating meaningful baselines for risk assessment of novel traits and novel foods appears immense.  Current research, mostly on environmental issues, tends to support both the concerns of biotechnology proponents and skeptics rather than clarifying the issues.
  Further, there appears to be a lack of data on the environmental and health risks of GE fish and animals, and plant molecular farming.    

Beyond these challenges, much of the public debate surrounding GE food remains polarized. Biotechnology skeptics point out that public funds continue to support the development and promotion of the technology, and expert advisory bodies continue to portray regulation as a tool to facilitate commercialization.
  CBAC, for example, despite having increased attention to ethical and economic issues, still acts as a vehicle for promotion and the view that regulation should serve economic development. In February 2004, CBAC issued an “Advisory Memorandum” about the regulation of biotechnology in Canada (CBAC 2004).  It warned that “delays in filling the gaps in the regulatory system threaten the research, development, and commercialization in Canada of socially beneficial biotechnology” and that Canada risks losing opportunities, as in the potential for plant molecular farming.
 

There are many options for more radical change than what the Canadian government appears to be contemplating.  While some argue for total rejection of genetic engineering (Kneen 1999), others suggest concrete ways to improve policy making.  Leiss (2001) makes many recommendations including having the federal government stop promoting biotechnology, a large-scale long-term public risk dialogue, a new biotechnology agency to provide oversight of the broader issues, and greater use of independent expert panels. Those who have studied the use of risk analysis, the precautionary principle and the involvement of citizens in environmental policy making also have recommendations of relevance. These ideas include “alternatives assessment” that focuses on avoiding or minimizing damage with a strong precautionary basis (O’Brien 2000) and providing participatory deliberative forums where local knowledge of citizens can be used to make better policy (Fischer 2000).

The distribution of the benefits and costs is a policy issue that has not yet been seriously addressed in Canada.  A key factor behind this distribution lies in the use of intellectual property rights (IPRs) to set prices and control access to the use of techniques and genetic material.
 Intellectual property rights in the US provide a much broader scope of ownership, but pressure exists to strengthen IPRs in Canada.  Those opposed to strong IPRs believe they result in higher input costs for producers, oligopolistic control of the seed industry, and threats to genetic diversity.  The issue of ownership, with the turn toward genomics research, presents huge economic and ethical issues.  Rather than the issue of owning a single genetic trait, the potential of genomics raises issues about who will own and be able to access knowledge about the entire genetic makeup of any organism, be it human, animal, plant, insect, or micro-organism.  How this question is settled will have a significant impact on the distribution of economic and technological power within the agri-food chain and the future of public research, which has greater potential to produce public goods.  The Percy Schmeiser court case is seen as a test of the strength of the IPRs held by plant biotechnology firms.  This case is now in front of the Supreme Court of Canada.  Monsanto took Schmeiser, a canola farmer, to court, claiming that he illegally planted Monsanto’s canola variety without paying any fees.  Schmeiser claims that the seed blew onto his land and that much of his farm is contaminated by this herbicide-tolerant variety.  Schmeiser has also launched a $10-million lawsuit against Monsanto, accusing it of libel, trespass and contamination.  The case raises many interesting issues, including the extent of Monsanto’s rights to protect its variety.

In some ways, the significant public investment in agricultural biotechnology remains a largely unrewarded gamble.  Public benefits from agricultural applications thus far appear minimal considering the scale of public investment.  Some producers may have increased their returns by using GE crops, but others have lost markets.  Developers promise that new products, still in the pipeline, will bring much more obvious benefits to consumers, such as enhanced nutrition, and more important production traits such as disease resistance, cold and drought tolerance.  For biotechnology skeptics who remain fixed on questions of scientific uncertainty and sometimes question the fundamental utility and ethics of genetic engineering, persuading them to reduce or drop their opposition may take a massive shift in the cost / benefit equation.  With much uncertainty ahead about who will benefit and how from GE food, and agricultural biotechnology more broadly, it is likely the polarization of public debate will continue for some time.
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Chapter V: "The Impact of International Trade Liberalization on the Canadian Fisheries Industry" - Gunhild Hoogensen, (Tromso) 

 Introduction:

The Fisheries are an increasing concern and priority in international fora, as evidenced by the attention garnered at the March 2002 UNEP Workshop on the Impacts of Trade-Related Policies on Fisheries and Measures Required for their Sustainable Management, the November 2001 WTO Ministerial Conference held in Doha, the OECD Review of Fisheries published every two years (most recently 2001), as well as the continuing efforts of the FAO to bring this issue to light. These various fora provide analyses that establish and illustrate the critical link between economic, environmental, and social values and variables in the fisheries context.  Institutions such as the World Trade Organization (WTO), as “the only global organization dealing with the rules of trade between nations,”
 hope to work in tandem with other NGOs and IGOs in the interest of securing sustainable and economically successful fisheries. The question is, what sort of balance, if any, is required between trade liberalization as exemplified by WTO and other trade agreements, and a sustainable fisheries industry?

Generally speaking, many of the concerns expressed around the fisheries issue relate to the impact trade agreements have on the efficacy and benefit of the same to developing countries, as the potential impacts more greatly stress a developing economy than one considered ‘developed’. Studies often focus on the ways in which policies for poverty reduction, growth and environmental sustainability and security are affected by the changes in the fisheries sector in developing countries.
 However, impacts can also be noted in the economic, environmental and social development of developed nations, especially those which have underdeveloped or over-exploited natural resources industries. The impact of changes in the fisheries sector in developed countries additionally affects developing nations when, for example, fishers from the Global North seek out employment off the shores of the Global South. In a climate where increasing and justifiable fears surround the inefficient and unsustainable fishery management practices of virtually all states, the relationship between environmental security in the form of conservation and sustainability, and economic and community security, appear to be driving current international fishery strategies. 

This chapter highlights some of the trade developments in the Canadian fisheries, examining some of the problems experienced by the Canadian fishing industry, and in what ways, if any, the Canadian fishing industry has been impacted by trade liberalization and trade agreements such as the NAFTA and the WTO. Fisheries management plays a key role in the relationship between the fisheries and trade and is not a forgotten element, however the focus in this chapter is the process of trade liberalization itself and its particular impact on the fisheries.

Trade liberalization, reduction of barriers to trade, tariffs and non-tariff barriers – what does it all mean for the fish?


The purpose of this chapter is to examine the effects of trade liberalization on the fisheries industry in Canada. As such it is important to clarify the different trade relationships experienced within the fisheries, from the truck system, reciprocity, through to free trade, and the attendant features of subsidies and overfishing. The terms of trade have changed over time, and to fully understand the development of trade in the fisheries we need to know the terms of these relationships as they impacted the fisheries over time.


The definition of trade in and of itself is important to understanding the development of these relationships. Trade can be understood in its most simple form as "the peaceful and systematic exchange of goods"
 or can become increasingly complex such as "as an activity carried on by a class of traders for financial gain."
 Either way it speaks to a process of exchange. Such exchange can take place in many forms and under many different types of conditions, some restricted and some unrestricted. Trade liberalization entails the processes of specialization and comparative advantage (efficient utilization of resources) and the reduction of tariffs and non-tariff barriers to trade, expanding consumption while increasing wealth for all trading partners.
 The primary international vehicle for trade liberalization has been the GATT (General Agreement on Tariffs and Trade) and thereafter the WTO. For export driven markets, in this case the fisheries, such agreements would theoretically have significant impact, especially as they are thought to benefit large exporters as their products are cheaper in a tariff-free market.
 As tariffs have been reduced, non-tariff barriers have become a central focus, such as national standards or government procurements which favour domestic over foreign operations.
 

The fisheries have experienced a myriad of trade relationships, including the truck and barter system (the exchange of commodities) or in forms of exchange through money or credit.
 The truck system for a long time benefited the merchants who bought the fish from the fishers, in that no money exchanged hands. The fishers exchanged fish for foodstuffs and supplies from the merchant, but the merchant controlled the prices for both, ensuring that the fishers were constantly in their debt.


The notion of reciprocity played a central role in the development of trade in Canada, and was intricately linked to the fisheries. Debates as to whether or not Canada should enter a reciprocity treaty with the United States centred around, in part, the interests of the fisheries as New Brunswick was advocating reciprocity, while Nova Scotia wished to pursue alternatives to reciprocity which would enhance its fish monopoly.
  Reciprocity entailed a reduction of tariffs between the cooperating nations, and although considered a measure of free trade between the contracting parties (a first step towards free trade for Canada and the US), it did not mean free trade in and of itself since it raised differential duties against outside trading partners.
 Although the system of trade was still mercantilist, Canada was now broadening its trade parameters and reaching out to new markets. The reciprocity treaty with the United States in 1854, and the subsequent negotiations to resume reciprocity after the treaty was abrogated in 1865-66, demonstrates the desire on the part of both parties to secure or maintain tariff preferences between the two countries.

A feature of trade, or the exchange of goods, is the supply-demand relationship. In the fisheries, this relationship has particular significance with regard to the phenomenon of the over exploitation of the resource, or overfishing. The U.S. National Research Council defines overfishing as: “fishing at an intensity great enough to reduce fish populations below the size at which they would provide the maximum long term sustainable yield or great enough to prevent their returning to that size.”
 Demand continues to exceed supply, and thus the incentive to extract as much resource as possible, or to overfish, does not cease. Over exploitation is further exacerbated by over capacity, or rather too many fishing boats for too few fish. This in turn is often exacerbated by subsidization of the fisheries industry, a feature of developed country fishing practices, which leads to over investment in the industry snowballing into over capacity and over fishing.

Fish and Trade:

Continued demand, previously by developed countries but now outpaced by developing country demand, spurs on the depletion of stocks already threatened, and prevents stock renewal for those decimated stocks that nevertheless do not stand a chance due to improper fishing practices improper nets, excessive by-catch, and IUU (illegal, unreported and unregulated) fishing. Fish is money, and thus it will be harvested, even under the most dire of circumstances.

Many have already argued that there exists a link and/or an inverse relationship between trade and the environment, not the least with the fisheries. According to the World Wildlife Fund, as a result of accelerated tariff reduction, in part by instituted by APEC leaders in November 1997, fish and fish product exports have increased between 12 and 14 percent.
  The establishment of the 200 mile exclusive economic zones have been in part blamed for the decline in food fish production in developed countries, along with overfishing and declining stocks.
 Christopher L. Delgado et.al. list some of the impacts the fisheries have had on the environment. Overexploitation due to “excess capacity, asset and labour fixity, and technological advances”, and habitat destruction are cited as key features of the fish trade that wreaks havoc on the development of fish stocks.
 Bycatch, or the non-target species that are caught amongst the targeted fish, are often discarded for “economic or regulatory reasons.”
 Especially for those countries dependent on natural resources, and hence the environment, to stimulate and drive their economies, responding positively to environmental and conservationist agreements, that would inevitably curtail if not eliminate excessive, abusive, and destructive exploitation of the environment, is a monumental task indeed. “This requires the backing businesses, consumers, and other constituencies, which may not be easily secured.”
  This applies no less to fishing than to other natural resource industries, and no less to Canada than to other fish exporting nations around the world. Evidence of the problems surrounding the trade-environment debate can be found, among other things, in the increase in environmental crime that abounds within these industries such as IUU fishing.

Canada has often dealt, domestically and internationally, with this problem, with mixed results. Canada’s “Tubot wars” experience with Spanish and Portuguese trawlers fishing near Canada’s EEZ are illustrative of the controversies and debates surrounding perceptions and realities of IUU fishing.
  Although international agreements such as the 1993 Compliance Agreement, the 1995 UN Agreement Relating to the Conservation and Management of Straddling Fish Stocks and Highly Migratory Fish Stocks, and the 2001 agreement to combat “illicit activity including that by flag-of-convenience vessels” 
, as well as stepped up regional patrols by nations such as Canada, IUU fishing continues to be a significant source leading to overfished and depleted stocks around the world. It is apparent that numerous trade agreements, if not all, allowing foreign vessels to fish in designated national waters have produced immediate financial gain through royalties, but have also threatened the long term livelihood of local fisherpeople, depleted fish stocks, and contributed to the non-sustainability of the fishing industry.
   

A short history: Trade and the Canadian fisheries 

Five hundred years ago, the explorer John Cabot returned from the waters around what is now Newfoundland and reported that codfish ran so thick you could catch them by hanging wicker baskets over a ship’s side. Cabot had discovered a resource that would change England forever, the basis of a maritime trade that would give that tiny island kingdom the wealth, skills and shipbuilding capacity which would transform it into a global empire. He had discovered the most fantastic fishing grounds the world had ever seen, waters so teeming with life that a vast swath of the new world was colonized just to harvest its seemingly limitless bounty.

The fishing industry is one of the oldest in Canada, initiating trade with primarily Britain when Europeans first came to Canadian shores. Although Canada has experienced a tumultuous history regarding the possible and actual implementation of free trade, the fishing industry has been subject to successful and unsuccessful free trade efforts for a substantial part of its history. Canada endured an extended mercantilist trade connection due to its colonial heritage with Britain, exchanging raw materials for manufactured products from the home country. 
  When Britain opened its markets to free trade and thereby removed the protection it endowed upon the colonies, Canada needed to refresh, and expand, its view on appropriate export markets, giving the United States greater attention. The maritime provinces wavered a great deal as to whether they supported reciprocity with the US or favoured protection of the fisheries: 

This was followed on May 1 by a joint Address of both Houses requesting Her Majesty to relax the Convention of 1818, the most recent Anglo-American settlement of the North Atlantic fishery question, in order to admit Americans to the coastal fisheries of Prince Edward Island. 

And later:

In their attitude toward reciprocity the Executive and Legislature of New Brunswick echoed the demands of public opinion. The Executive pursued a vigorous and enterprising policy in the attempt to secure reciprocity. On the suggestion of W. H. Merritt, New Brunswick took the initiative in proposing an intercolonial conference at Halifax in 1849 to consider the co-operation which depression had rendered essential. The Executive even professed a willingness to admit the Americans to the inshore fisheries if that were necessary for the attainment of reciprocity. 
  

In 1850 Nova Scotia was at first favorable to a reciprocity agreement with the US, but later met with vehement opposition to the idea. However, agreement on reciprocity with the US was not unanimous, and not continuous over time: “Public and official opinion in Nova Scotia had become extremely sceptical of the wisdom of accepting such a reciprocity convention as was likely to be proposed.” 
  And reciprocity with the US did not guarantee fair treatment of Canadian exports. Expressing a sentiment that would foreshadow future misgivings over the negotiations of the CUSFTA in the 1980s, Colonial Secretary Mr. Gladstone stated that “he had little real hope of success at Washington and warned the Canadians against sacrificing the substance for the shadow: it was unwise, he felt, to forego the immediate benefits of unilateral fiscal reductions in a vain endeavour to realize benefits which depended on the action of other nations and could not be secured.”
  Thus came the first of many attempts at free trade agreements such as the Elgin-Marcy Reciprocity Agreement of 1854 with the US (later withdrawn by the US Congress), allowing greater Canadian exports to the US in return for Great Lakes and Grand Banks fishing rights.
  


But Canada would inevitably be influenced by the ideology of free trade – as a colony of Great Britain that actively pursued a free trade agenda in the later 1800s, this agenda was therefore imposed upon its colonies, Canada became a free trade player. This fact, in conjunction with the fact that this policy toward the colonies forced the likes of Canada to pursue broader trade possibilities (such as the US), set Canada’s course toward a predominantly, if not controversial and rocky, free trade direction. Although not consistent with a unilateral free trade approach, reciprocity featured aspects of a liberal free trade regime which, it was hoped, would manifest itself into a broader free trade agreement in the future. 
  In the meantime, however, it was the fisheries that ensured that a reciprocity agreement would be signed – the threat of eliminating American fishing rights and privileges in Canadian waters was decisive in instituting a long term relationship between the two neighbouring countries in relation to their successful and unsuccessful pursuits for freer trade. 

Although the period between 1866 and 1935 was a very low period in the Canada-US trade relationship with little to no agreements on exports, and where Canada’s National Policy was the focus (designed to settle the prairies, connect the country by railroad, and protect nascent Canadian industry) a number of fishing industries were the exception.
  The result of the National Policy, however, was to increase foreign (particularly the US) capital in the creation of ‘branch plants’, forcing even greater reliance on staple resources for export earnings.
  However, even by 1900 tariffs were coming down, and the debate regarding their efficacy was on the rise. The fisheries were engaged in the Fordist program, and "as in other industries, capital began to displace labour in importance and large-scale to succeed individual production."
  The Fordist model demanded a stabilized supply, and therefore encouraged a constant and continuous flow of fish to market, which demanded trawler technology.
  By 1911 Canada negotiated another free trade agreement with the US, although the negotiating Canadian government lost the 1911 election as a result. Regardless, exports to the US continued to rise.
  The debate continued, and since 1935 Canada has pursued a tariff reduction direction, either multilaterally or bilaterally with the US.
  This is not to suggest, however, that the Canadian, Maritime, and Newfoundland governments were constant advocates of free trade, and that no resistance to these ideas were in existence. However it can be said that these same governments often felt the pressure of engaging in such treaties and agreements to secure trade for their natural resources, in this case the fisheries.

An example of such resistance and its ultimate failure can be found in the attempted creation of a cooperative program through the Newfoundland Associated Fish Exports Limited (NAFEL), developed in 1947 to complement the work of the Newfoundland Fisheries board. NAFEL reflected an attempt to control the export of salt fish through a monopoly or marketing cooperative. The initiative failed in the 1950s, not long after its creation, in large part due to lack of “support in the political establishment.”
  The branch plant form of industrial organization, linking Canada to larger, foreign-owned companies (predominantly in the USA), took hold in Newfoundland, and in the Canadian fisheries industry overall.
  The Canadian government encouraged Fordist development through private enterprise, focused on the expanding frozen (as opposed to salted) fish market, and did not recognize a conflict with stabilizing supply, requiring extensive and continuous fishing with trawler technology, which could match and increase current catches with less that 10% of the fisherman population, as “there was room for expansion in the fisheries, as the potential of groundfish stocks was not fully utilized, and, in any case, Canadian fisherman took less than 7 percent of total codfish catches off the eastern shores.”
  As well, the industrialization program employed by the Canadian government called for “a longer fishing season and more fishing effort.”
 

  Canada increased its intervention into natural resources, but the bulk of the control, for the longest time, over the fisheries remained in the hands of the merchants, focused on trade instead of production, with fishers beholden to them through the truck or credit system.
  The merchants, in particular in Newfoundland, were largely committed to the business confines of liberal thinking: “But to join in any large-scale cooperative effort is precisely what the merchants of St John’s have always failed to do. They have insisted on conducting their business on a basis of pure individualism without regard to the interests of the country and without regard to the successes achieved by their foreign competitors.
  In general it can be said that the Canadian fishing industry was subject to market forces, without much in the way of government protection, to the greater extent of its history until new ‘buffering’ strategies were employed in the interest of conserving fish resources through fisheries management strategies. By this time, however, the stocks were already well on their way to the record low levels which ultimately led to the closure of the cod fishery.

Status of the Canadian fisheries according to the OECD

The 2001 OECD review illuminates a number of important developments in the Canadian fishing industry, including the move of the 1998 Asia Pacific Economic cooperation (APEC) ‘fish and seafood trade liberalization initiative’ to the WTO to allow for broader participation, the Canadian ratification of the United Nations Fish Agreement (UNFA) in 1999, and the 1999 Supreme Court of Canada ruling in favour of supporting treaty rights, including the right to earn a ‘moderate livelihood’ from fishing, hunting and gathering to the Mi’kmaq, Maliseet, and Passamaquody First Nations.
 

The OECD Review recognizes the low volume of landings in the Canadian fishing industry in relation to historical levels, but increased crustacean landings and an improvement in aquaculture secured Canada a record overall volume in 1999 of 1.1 million tonnes, or CAD 1.9 billion in value.
  Recognition is accorded to Canadian government efforts to increase conservation through bilateral and multilateral fishing agreements such as the Pacific Salmon Treaty and the International Plan of Action (IPOA) adopted by the FAO, but Canada nonetheless appears to be invigorating these efforts from a deficit position.  Historically low levels of Canada’s significant fish stocks such as cod and salmon make the conservational efforts appear too little too late, as the industry shifts its reliance onto currently thriving stocks such as crustaceans.

Although Canada has managed to sustain, and even increase, its overall fish/seafood volumes (exports in 1998 were at their highest value thus far), this has been entirely dependent upon new sources of product, rather than from the traditional stocks that previously defined the Canadian fisheries market.  Cod stocks continue to be dangerously low, with Pacific salmon stocks, Coho in particular, following close on the heels of the cod if not surpassing it with regard to high risk of extinction.
  Overcapacity in the processing sector has equally placed undue pressure on the fish stocks, with the result that the government of Canada is presently pursuing initiatives to re-orient the focus of the processing sector, including value-added secondary processing, aquaculture, and ‘rationalization’ of the industry.
  However, pressure to export fish products continues to mount, as Canada is the number one supplier of seafood to the US market: "(t(he United States is the second largest importer of fish products in the world, after Japan," 
 and the European Union opened its tariff rate quotas on cooked and peeled shrimp from Canada, allowing greater export potential. Dire though the Canadian fishing industry is, it remains the largest foreign supplier of seafood to the US, accounting for 67% of total Canadian fish exports.  It additionally supplies over 100 countries around the world.  What Canada imports, largely from the US, is turned around into value-added product and re-exported primarily to the US market.
  

Subsidies

What constitutes a subsidy in the fishing industry?  And to what extent does Canada participate in subsidy-delivery, and how does it affect fisheries management, fishery communities, and trade?  Such are some of the questions which are immediately raised when discussing subsidies in the fishing industry. 

Discussing the impact of subsidies is largely dependent upon how they are defined. William Schrank examines the impact of subsidies in a fisheries context, providing a good starting point from which to evaluate the role of the subsidy with regard to trade, sustainable development, economic security, and ultimately a healthy oceans environment. Understanding subsidies “as occurring ‘when the government through its actions enables producers of goods and services to avoid full payment for the factors of production and/or to behave differently in the marketplace than they would otherwise,” illuminates two key features – financial support emanating from government sources which increases profit potential in the marketplace, and the concurrent avoidance of the ‘real’ costs of that marketplace. The ways in which such government support can be understood as subsidies nonetheless varies according to whether they include only government payments made directly to individuals or companies, or whether they include government payment for general infrastructure which is not, in its entirety, covered by the designated tax base.
  As Schrank states, subsidies are not necessarily evil in their own right, as many exist with the purpose of promoting “the pre-eminent social goal of improving human safety.”
  However, it is just as possible that some subsidies no longer promote this goal, or even detract from it, especially with regard to the fishing industry whereby subsidization during undercapacity may have served a greater social purpose, but now contributes to overcapacity, contributing to the destruction of the fish stocks and therefore reducing social, economic, and ecological security.

However, Schrank also identifies those programs that promote environmental, ecosystem, and particularly fish stock sustainability as subsidies as well.
  Government programs which largely work toward a better managed fishery, downsizing fleets and fishing capacity, regulating TAC, by-catch, and minimum size of fish at harvest, ‘subsidize’ the industry in a negative (reduced potential profit) as opposed to positive (increased potential profit) manner. Although Schrank, in general, broadly identifies any government action or even inaction to constitute a subsidy as long as it has an impact on the potential profit of industry, his article does raise an important point (whether intended or not) that there is very little government can do without having some sort of impact on industry and on the market.

The extent of subsidization, therefore, in the Canadian context is dependent upon such a definition. Perhaps one of the most controversial moves by the Canadian government was the implementation of the Unemployment Insurance program in the fishing industry, allowing fishers to collect stamps toward UI benefit entitlement. This program had the effect of reducing the fishing season as fishers stopped as soon as they had enough stamps, extended the salted fish production (as this work was counted towards the accumulation of stamps),  

Accordingly, current proposals and actions that attempt to promote fish stock recovery and prevent further ecosystem damage, both of which are critical to a sustainable fishery, do have an impact on the market, potential profit, and possibly the subsidy debate. 

Regional and International institutions: NAFTA and WTO

The greatest trade impact on the Canadian fisheries industry has been with the US. Whether reflected in the GATT, CUSFTA, NAFTA or WTO, the largest number of disputes emanate with the US, which is understandable given the fact that Canada is the largest exporter of fish products to the US.

NAFTA does not include specifics about the fisheries, and therefore is only applicable in indirect ways such that the fisheries are an integral part of Canada’s exports. According to the FAO, the NAFTA does not pay any specific attention to fish and fish products, and additionally does not cooperate with the FAO on fisheries matters. As well, (a(t this time, there are no provisions in the GATT or NAFTA to equalize foreign access to coastal fishing.’
 However, NAFTA cannot be ignored due to its pre-eminence in the Canada-US trade relationship. As noted by Christopher L. Delgado et.al, institutional developments that apply to sectors outside of the fisheries have great implications for the fisheries nevertheless.
 Canada and the United States have to date engaged in 7 fisheries agreements:

Agreement between the UK and the USA respecting the North Atlantic Fisheries (Signed July 20, 1912, In Force Nov. 15, 1912). CUS 456.

Convention for the extension of Port Privileges to Halibut Fishing Vessels on the Pacific Coasts of the USA and Canada (Signed March 24, 1950, In Force July 13, 1950). CTS 1950/5.

Convention on Great Lakes Fisheries (Signed Sept. 10, 1954, In Force Oct. 11, 1955). CTS 1955/19.

Amended May 19, 1967. CTS 1967/10.

Convention for Preservation of the Halibut Fishery of the Northern Pacific Ocean and Bering Sea (Signed March 2, 1953, In Force Oct. 28, 1953). CTS 1953/14.

Amended March 29, 1979 and October 15, 1980. CTS 1979/27 and 1980/44

Treaty on Pacific Coast Albacore Tuna Vessels and Port Privileges (Signed May 26, 1981, In Force July 29, 1981). CTS 1981/19.

Pacific Salmon Treaty (Signed Jan. 28, 1985, Amended by Exchange of Notes May 5 and June 12, 1986, and In Force March 27, 1987). CTS 1985/7.

Amended by Exchange of Notes Oct. 18, 1989. CTS 1989/41.

Exchange of Notes constituting an Agreement amending Annexes I and IV of the Treaty concerning the Pacific Salmon, signed in Ottawa on January 28, 1985, as amended (with annexes). (Signed and In Force February 3, 1995). CTS 1995/39.

Agreement on the Establishment of a Mediation Procedure regarding the Pacific Salmon Treaty. (Signed and In Force September 11, 1995). CTS 1995/13.

Agreement on Fisheries Enforcement (Signed Sept. 26, 1990, In Force Dec. 16, 1991). CTS 1991/36.

These agreements, and in some general respects the NAFTA, apply to the fisheries primarily with regard to the maintenance of international fisheries laws such as the EEZ, and in later agreements, conservation efforts. These agreements attempt to balance the needs of trade and economic security with the needs of conservation and environmental security. The NAFTA and WTO (and their predecessors the CUSFTA and GATT) have had decision-making impacts on the directions both fisheries have taken. The NAFTA, a trade agreement established between Canada, the United States and Mexico, was implemented in 1994, integrating and expanding the 1989 CUSFTA (Canada-United States Free Trade Agreement) with a new agreement with Mexico. The NAFTA affirmed the rights and obligations all parties held to the General Agreement on Tarrifs and Trade (GATT) by 1994, but stated that any inconsistency between other agreements and the NAFTA would defer to the NAFTA unless otherwise specified in the NAFTA.
 One year later the Uruguay Round resulted in the creation of the World Trade Organization (1995), which has since had a role, in conjunction with the NAFTA, on Canadian international trade. By 1996 Canada’s economy had experienced extensive liberalization through both the NAFTA and WTO, thereby increasing even further Canada’s export reliance on its primary trading partner, the United States.
 By 1998, the United States had 83% of Canada’s merchandise exports, including primary products.
 Primary products, in addition, still accounted for almost one third of Canada’s merchandise exports, illustrating yet again its heavy dependency upon natural resources.
 Due primarily to the NAFTA, Canada’s tariffs have all but been eliminated between it and the US. However, Canada has continued to impose high tariffs towards other countries, particularly those in the developing world which would be considered to have a ‘comparative advantage’ over Canada, especially in the area of food products.

Due to this very close relationship with the United States, fostered by CUSFTA and NAFTA, some tension is developing with regard to Canada’s additional commitments to the WTO, as noted by WTO Director-General Mike Moore in his address in Buenos Aires in November 2000. With 90% of its trade taking place within the NAFTA, Canada’s commitments are not global but regional. As such Canada’s trade actions are motivated by like actions in the United States which overwhelmingly dominates Canada’s export interests, and often the Canadian government links the full implementation of WTO agreements (for example Government Procurement Agreements) to ‘moves it deems economically equivalent by the United States.’
 What this means is that presently, the NAFTA, and soon the FTAA, appears to play the greatest role in influencing Canadian government trade behaviour. However, as much as US trade policy dictates the moves of Canadian trade activities, the regional trade agreements such as CUSFTA, NAFTA, and soon FTAA defer to already established regulations in the GATT and WTO. 

The GATT Article XX has been used often in decisions pertaining to actions taken on either behalf of the Canadian or American fisheries. Although not specifically mentioning the environment, this article has been most often relevant to these decisions is the trade versus conservation arguments, in particular ‘relating to the conservation of exhaustible natural resources if such measures are made effective in conjunction with restrictions on domestic production or consumption.’
 Insofar as the environment would be relevant, the GATT Article XX states that: 

Subject to the requirement that such measures are not applied in a manner which would constitute a means of arbitrary or unjustifiable discrimination between countries where the same conditions prevail, or a disguised restriction on international trade, nothing in this Agreement shall be construed to prevent the adoption or enforcement by any contracting party of measures:

. . .(b) necessary to protect human, animal or plant life or health;

. . .(g) relating to the conservation of exhaustible natural resources if such measures are made effective in conjunction with restrictions on domestic production or consumption; . . .

Although Article XX can apply to fish products, they are not specifically dealt with in the GATT, and were not addressed during the Uruguay Round Agreement on Agriculture. As such fish products, although having the highest share of international trade for food, is treated by non-agricultural stipulations, and are thus considered in kind with industrial products.
 Under the GATT and WTO numerous cases have been heard which try to justify the necessity of raising barriers to trade on the basis of environmental concerns, the vast majority of which were ruled to be inapplicable and therefore the measures could not be maintained.

John Kirton, Alan Rugman and Julie Soloway review a number of fisheries-related disputes between Canada and the United States to illustrate the impact of trade agreements upon the fisheries industry. 
 For example, in 1979 Canada was subject to a US embargo preventing the export of tuna and tuna products from Canada, and the GATT ruling concluded that although the US action could be understood as a measure of conservation of an exhaustible resource, but that it did apply the same restrictions to domestic producers and therefore the US embargo was impermissible.
 Resource conservation was again raised in 1988 when Canada claimed it needed to restrict the export of unprocessed herring and sockeye salmon – the GATT ruled against Canada under Article XX as the restriction was not applied to both foreign and domestic producers and therefore only penalized the US.
 Shortly thereafter, Canadian fisheries authorities complied with the GATT ruling and lifted the restrictions on herring and sockeye salmon, but instead imposed a mandatory Canadian landing requirement on 5 species of salmon for the purpose of conservation, allowing for biological samples as each catch was landed. The US complained, stating that forced Canadian landings restricted exports and forced fish to be processed in Canada as the wait was too long for the fish to enter the US. As the CUSFTA was recently negotiated, the US chose to mediate this dispute using the FTA (although the same regulations would apply given the fact that the FTA incorporated these provisions of the GATT).
 On two counts the Canadian measure was deemed illegal – first that the measure was not just a domestic measure but instead negatively affected and restricted trade with the US, and second that this could not be construed as a conservation measure as  ‘(t(he panel concluded that this was not the case, since it was highly unlikely that Canada would have imposed the same requirements “if its own nationals had to bear the actual costs of the measure”’ 
  However, such assumptions about the Canadian motives aside, the panel had also concluded that the Canadian government could forcibly land some catches while immediately exporting a minimum percentage of catches to the US. Canada understood this to mean that forcible landings were a legitimate conservation measure, contrary to the US focus on the alternatives available to Canada beyond landing requirements.
 In 1990 it was Canada’s turn to wage a complaint against US fisheries practices when the US restricted lobster exports from Canada on the basis of size. This measure was instituted on the basis of conservation in that it would allow US lobster to mature to a greater size before being caught. Canada argued that this discriminated against Canada since lobster in the colder Canadian waters mature at a smaller size that those in US waters.
 The US countered that lobster was treated the same regardless of origin (domestic and foreign lobster had to meet the same standards), and the FTA panel, split on the decision (3-2), upheld the US action stating that it was ‘“primarily aimed” at the conservation of US lobsters.’ 
  Kirton, et.al, further state that the FTA panelists who were not in favour of the ruling demonstrated the unfair basis of the Magnuson Act which openly protected US lobster fishers as they were subject, according to US authorities, to more stringent conservation regulations.

As well, in the Kirton et. al. research, it was found that:

One of the most striking findings is how the outcome of issues over environmental regulatory protectionism have benefited the United States and its firms. Of the 50 cases effectively resolved, the United States has won 29, Canada 8, and Mexico 7, while 8 have been resolved to the mutual benefit of two or three of the North American partners. Such a pattern, with the United States prevailing in 58 per cent of the cases, would appear to be a further testament to the realist presupposition that in this bargaining domain as in so many others, the United States with its overwhelmingly superior power, is bound to prevail. 
  

Even when adjusted on the basis of the size of the economies in question and the initial dominance each country has in the industry under dispute, the US has had over 67% success in fisheries-related disputes.

Societal impact

Varying ‘interests’ are inevitably pitted against one another as social, economic, and sometimes personal security are found to be at odds against environmental security. With the closure of, and moratorium on, the cod fishery in Atlantic Canada in 1993, fishing communities were devastated. What used to be the “largest and most productive cod fishery in the world” became a wasteland, and “by 1995, Newfoundland fisheries employed about 10% of the labour they had during the late 1980s and generated only 20% of previous export earnings. The Task Force on Incomes and Adjustment in the Atlantic Fishery observed that ‘the groundfish resource failure means a total or at least major economic collapse for hundreds of communities in Atlantic Canada.’”
  The impacts were not just economic, but political, social, cultural, gendered, ethnic, ethical and environmental.
  Initial reports from the United Nations Environment Programme (UNEP) are showing that under certain conditions, trade agreements and trade liberalization does not mix well with fisheries sustainability and the economic and social well-being of fishers.
  Overfishing has the effect of driving fishing communities, already in dire economic straits, into great poverty. But additionally, overfishing also has the effect of reducing or eliminating fish from many diets, contributing to “an increased risk of cardiovascular diseases by depriving people in the developing countries of essential protective fats available in fish.”
  Economic slowdowns force many nations, developing ones in particular, to allow continued overfishing in their waters to generate some level of income for the nation. Solutions may lie in quotas and “higher prices for foreign fishing fleets,”
 but against the strength of subsidy reduction heralded at the latest WTO talks in Doha, these recommendations could fall against deaf ears. 

The Department of Fisheries and Oceans in Canada has pledged to support sustainable development in the fisheries sector, and presently works towards its second ‘action plan’ to facilitate this. It can be said that sustainable development is currently a defining feature of DFO’s program to further develop the fisheries sector. However, it has also been made clear that sustainable development considerations are often in conflict with the economic realities that international trade often present. If DFO applies a strictly sustainable development approach to the development of future fisheries interests, what does it mean where international trade is concerned?  Does it affect current international trade agreements and commitments to the WTO, or do they, in turn, impact the extent to which DFO can pursue sustainable development strategies? The fisheries, “until recently, constituted the economic foundation of Atlantic Canada’s coastal population.”
  These communities have largely been dependent upon fish stocks that extend beyond Canada’s 200-mile Exclusive Economic Zone (EEZ), otherwise known as “straddling stocks”.
  As Canada’s fishing communities fall dependent upon stocks that are shared amongst other nations in international waters, Canada’s fishing policies will inevitably coincide or conflict with Canada’s foreign policies.
 In this respect it can be said that the environmental agreements that accompany the NAFTA and WTO agreements are crucial. The fisheries, as with most natural resources, is no longer a trade resource confined to issues of just trade. It comes under environmental jurisdiction and protection.
What happened?  How was it possible that the world’s largest cod fishery, for centuries teeming with fish, would be more or less destroyed within a 30 year period?  Until the 1950s, the cod fishery was thriving, and by all accounts, still sustainable. By the early 1970s however, it was apparent that the fishery was in trouble. All agree that overfishing has been a central cause of the decimation of the cod stocks, and logically trade has played a significant role in this. This important fish stock fetched a worthwhile price on the market, and thus more fish at market meant greater wealth for the fisher or fishing company. ‘Bigger, faster, better’ became the apparent watch words in fishery fleet development, such that the 2600 ton British factory-freezer trawler introduced to the Grand Banks in 1951 was quickly outclassed by ships reaching 8000 tons only a few years later. After the implementation of the EEZ in 1977, when Canada could manage fishing within the new 200 mile zone, Canada continued to pursue destructive fishing practices by developing its own trawler fleet.
  However by that time the cod stocks were already noticeably depleted, with smaller and smaller catches being recorded regardless of improved fishing technology. Even though stock depletion was apparent since the cod catch peaked at 810 000 tons in 1968, it was not until 1992 that the Canadian government had no choice but to close the cod fishery. In its battle to appease and sustain employment in the Atlantic region Canadian fishery policy contributed to the decimation of this stock. 

The role of the trade agreements and WTO – good, bad, and does it matter?

Does the World Trade Organization promote or demote the cause of human security, sustainable development, and a future healthy environment for all?  The answer, not surprisingly, largely depends on one’s philosophical position – WTO supporters envision the WTO as the best mechanism by which to restrain ‘bad’ trading habits, including abuses of the environment, while promoting the good, such as lowering tariffs and adhering to the free trade mantras. WTO opponents see the WTO as a threat to everything that ‘is, or should not be, for sale’ such as human and environmental welfare and security. Who is right?  

Kyle Bagwell and Robert Staiger argue that “the WTO serves as a moderating force over the temptations of its member governments to utilize their power to retaliate as a means of impinging on the sovereignty of their trading partners.”
  Where environmentalists and the like envision a threat to the ‘global commons’, and the ‘race-to-the-bottom’ in environmental standards in the pursuit of greater competitive advantage, Bagwell and Staiger argue that the WTO actually places restraints on countries that consider lowering their standards, but largely through a presently non-existent link between tariff obligations and changes in domestic standards (such that there would be a disincentive to lower standards).
  WTO principles have been designed, according to these authors, to limit the ability of participating nations to lower domestic standards in the interest of increasing competitive advantage. In this respect, if a nation were to lower its standards to increase its market share, it removes market access from other states participating in world trade, and therefore a complaint can be lodged against the offending nation via WTO rules. However, these same rules do not work in favour of raising domestic standards and therefore raise tariffs in the interest of preserving originally negotiated market access.
  Were they to do so, the door could open to abuse of protectionist measures in the name of improved domestic standards, and would largely defeat the very purpose of trade liberalization and the WTO.


As such, the advocacy of the WTO as vanguard of environmental principle and preservation is a tough pill to swallow, although as shown above, it has been known to happen. However, even advocates of the WTO recognize the inherent problems associated with an international trade organization attempting to safeguard an international and global resource. As Michael Weinstein and Steve Charnovitz state in their pro-WTO article published in Foreign Affairs, the WTO must strike a balance between open trade and protection of the environment which largely means nationally based protectionist measures.
  They also admit the inclination to lower environmental standards in the interest of increasing comparative advantage, but that this is mitigated by the Agreement on the Application of Sanitary and Phytosanitary Measures (SPS) and the Agreement on Technical Barriers to Trade (TBT), which allow for a particular measure of protection against potentially harmful (against health or environment) products based on scientific evidence (although scientific certainty is not required). This eliminates, in Weinstein and Charnovitz’s view, the need for the inclusion of the ‘precautionary principle’ that could open the flood gates to protectionism on the basis of next to completely unsubstantiated environmental and health fads and ‘zealotry’.

In what ways have WTO principles and rules had an adverse affect on domestic standards, and in particular environmental ones as these are integrally linked to the natural resource industries?  According to Carl Pope, the WTO may attempt to reduce subsidies to exports such as fish in the form of financial aid, but it does not eliminate the “subsidy- natural capital is being provided to the producer for less than the cost of replacing it,” 
 inclining industries to cut costs on the back of environmental degradation. As such, the definition of a subsidy as used by the WTO has an impact on the development and destruction of natural resources and their related industries.

Conclusion:

The Canadian fisheries have been exposed to a long-term and extensive process of liberalization, largely since the beginning of the fishing industry in the 1600s. Free trade agreements, manifested largely through the likes of the FTA, NAFTA and WTO merely reify a program of action that has persisted in the fishing industry already. Fisheries management has largely reflected a liberalized view over the period of the fisheries history, and only began to take a more scientific approach to fisheries management when it became more than apparent that the fisheries were in trouble. Even this approach has had its failings, as measurements have been unreliable, and have often not been taken into account until too late. The reason that the fisheries did not deplete faster than it has was largely due to the fishing capacity of Canada and foreign efforts, in that the bulk of fishing was shore-based. Once fishing went off-shore, the fisheries depleted rapidly as this event was not followed by more diligent and sustainably-oriented fisheries management. 

The present relationship between the Canadian fishing industry and community, and trade liberalization as exemplified by the NAFTA and WTO reflects the antagonisms and contradictions apparent in a too-late recognition that largely unfettered trade in the fishing sector leads to depleted stocks and threatened ecosystems. The Canadian government has turned to a more conservationist fisheries management practice, but must now fight for the right to do so within the confines of NAFTA and the WTO. The Canadian government, and the Department of Fisheries and Oceans in particular, will more than likely defer to science as their guide in determining fisheries policy, rather than trade agreements. When science, however, has been and continues to be as imperfect as it is in providing accurate measures of fish stocks and environmental conditions, it becomes clear that trade agreements play a greater role than DFO might want to anticipate. Unless it can be ‘scientifically’ substantiated that a DFO measure which has the appearance of limiting or restricting trade is sincerely a measure intended for conservation, the trade agreements entered into by Canada will prevail and curtail such ‘protective’ measures. It goes without saying that some measures are disguised (sometimes well, sometimes less so) tactics to protect domestic fishers and fisheries, but it is also very possible that conservation, and protection of the fisheries, go hand in hand. As the examples of FTA and GATT rulings illustrate, a panel has to ‘judge’ on the basis of impressions whether conservation or protectionism dominates the nature of the measure taken. But these disputes, concluded, on-going, and future, are nevertheless ‘after the fact.’ Canada has truly suffered from the ‘tragedy of the commons,’ while it has also been one of the commons’ greatest exploiters, much to its regret at the end of the 20th century and the beginning of the 21st.
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Chapter VI: "Studying Canadian Aquaculture Policy: Issues, Gaps and Directions” - Jeremy Rayner (Malaspina) and Michael Howlett (SFU) 

Abstract:

After almost a century of benign neglect, Canadian aquaculture policy emerged in its modern form after 1984, when the federal government led a complex intergovernmental process of policy renewal. After an initial period in which the foundations for the new policy were laid through intergovernmental agreements, both the federal and provincial governments adopted numerous policies aimed at the promotion of the aquaculture industry. This paper assesses these developments and trends in Canadian aquaculture policy against the emerging issues affecting the sector in the near to medium term.

1. Introduction


Aquaculture in Canada is a small but rapidly-growing resource sector. It is composed of two basic industries, the shellfish and finfish sectors, which use very different techniques to produce different species of marine animals. Shellfish volumes and values remain much smaller than their finfish equivalents at present, with finfish output accounting for about 75% of total volume and 88% of value of total Canadian production. The Canadian finfish industry, up until now based largely on Atlantic salmon (Salmo salar) has enjoyed phenomenal growth in output over the last two decades. Output in 2001 alone showed a 25% increase over 2000 levels, reaching 107,700 tonnes. Canadian shellfish production grew by 17% over the same period to 33,900 tonnes.  he value of Canadian finfish output, which was over $684m in 2001, is already beginning to level off as the weakness of the US economy combines with overproduction and fierce competition between the two major producing countries, Chile and Norway, to drive down world prices. Shellfish values, where the species mix is also more diverse, have held up rather better, increasing interest in the sector. 


The very rapid growth rates over the last decade are, of course, not unique to Canada. The declines in many significant capture fisheries around the world combined with increasing world demand for seafood products has led to concerns about food security. Aquaculture has been widely promoted by governments and international agencies such as the FAO as an essential tool to address the security issue.  World farmed salmon production volumes surpassed the wild fishery in 1997 and the development of new farmed species such as cod and tuna is well advanced. Rosy forecasts are common. Former federal fisheries minister Herb Dhaliwal has predicted a Canadian industry worth $2bn by the end of the decade.
 A widely quoted report by Coopers Lybrand for the federal Western Economic Diversification (WED) program has suggested that the value of British Columbia shellfish production alone could climb from $12 million to $100 million between 1997 and 2006.
 The possibility of creating thousands of new jobs in coastal communities hard hit by declines in other resource sectors has helped persuade governments like that of British Columbia to lift moratoria on new shellfish and finfish farm tenures and launch policies such as the Shellfish Development Initiative aimed at doubling areas under tenure over the next decade. 


Yet, in spite of the optimism and the apparent convergence of government policy on promoting aquaculture development, progress remains limited in many parts of Canada. In spite of efforts to diversify into new species and new locations, the finfish industry remains dominated by the production of Atlantic salmon in a restricted number of locations in BC and New Brunswick. In addition to the weakness of international farmed salmon prices and the shaky financial state of some of the world’s largest companies with operations in Canada, Canadian producers now face significant scrutiny by a coalition of traditional fishers, First Nations and environmentalists concerned about the impacts of the industry on the marine environment and on surviving stocks of wild fish. Such concerns have been raised at every stage of the production process, from the use of wild fish stocks to make feed pellets, through the impact of wastes, parasites and diseases on local wild stocks, to the human health implications of therapeutant residues and colourants in the final product. The environmental coalition has adopted tactics familiar from other resource areas, alleging collusion between industry and government to suppress unpleasant facts about the impacts of finfish aquaculture and targeting US consumers with a slick “Farmed and Dangerous” campaign that has encouraged restaurant-goers to demand wild salmon and pressured some large US retailers to label farmed salmon as artificially coloured. 


While the shellfish industry has, until recently, enjoyed rather less intense scrutiny from environmentalists, it has experienced plenty of problems of its own.  In BC, for example, half way through the SDI the value of farmed shellfish has barely reached a quarter of the way towards the ten-year target.  Problems of intergovernmental coordination, premature tenure expansion announcements without adequate consultation of local communities, uncertainty surrounding unresolved First Nations’ claims and their impact on the foreshore and coastal waters, declining water quality in traditional growing areas, lack of processing facilities and distribution networks for expanded production, and a host of other factors have surfaced. In PEI, perhaps the most successful example of shellfish industry expansion in Canada, weakening mussel prices, allegations of dumping in US markets, and increasing conflicts with other users have marked the expansion of the industry.  A high profile action in the Federal Court by the Sierra Club opposing a 1400 acre mussel aquaculture development by a PEI company near the Cabot Trail in Nova Scotia suggests the difficulty of expanding operations beyond the Island and is indicative that shellfish aquaculture, widely promoted as a “green” industry, is now on the environmentalists’ radar screen. In BC and elsewhere shellfish aquaculture development now faces the same kind of serious legitimation problems which have bedeviled the finfish sector, threatening not only the future industry, but those operations already established.
 


This record raises many issues related to how policy-making in this sector has been designed and the principles followed by policy-makers in their activities. As shall be argued below, policy-makers have generally ignored or failed to act in accordance with recent thinking on policy design and governance and instead have carried forward a policy process typical of an earlier era of staples resource development. Whereas in early periods such development was often accepted as an end-in-itself by local populations who were generally supportive of its expansion, in the modern era more sophisticated policy-making is required which not only focuses on the use of policy instruments to promote industrial activity, but also those required to legitimate the process.
 Rather than create a system of ‘smart regulation’ for the post-staples era, as the Australian political scientist Neil Gunningham has termed it,
 Canadian policy-makers have until recently pursued a single-minded focus on industrial promotion, while leaving existing weak procedural instruments – notably industry-based advisory panels – in place. Although policy-makers are currently responding to the emerging crises in the sector with a plethora of consultations and other procedural devices, the requisite co-ordination is lacking and these ill-considered consultations themselves are now engendering additional problems in the sector.
 

2. Aquaculture as a Problematic Post-Staples Industry

A "staple" refers to a raw, or unfinished bulk commodity product which is sold in export markets. Timber, fish and minerals are staples, usually extracted and sold in external markets without significant amounts of processing and with very little control over the price exported goods receive in foreign markets.
 The significance of having an economy based on exporting unfinished bulk goods lies not only in how it affects policy-making by creating continuing issues with resource location and availability, but also in how populations in staples-dependent areas react to their continued vulnerability to international market conditions. As Naylor and others have shown, the development of a staple-based economy, for example, triggers government investments in areas such as transportation and communications infrastructure designed to efficiently extract and ship goods to markets as well as provisions of export subsidies and credits designed to facilitate trade. 
  

As most staples-based countries have a monopoly or near-monopoly on the production of only a very few resources or agricultural goods, producers must sell at prices set by international conditions of supply and demand. While international demand for most resources—outside of wartime—has increased at a relatively steady but low rate, world supplies of particular primary products are highly variable.  A good harvest, or the discovery of significant new reserves of minerals or oil, or the addition of new production capacity in the fishery or forest products sectors can quickly add to world supplies and drive down world prices until demand slowly catches up and surpasses supplies, resulting in sudden price increases triggering a new investment cycle and subsequent downturn.
 As Cameron has noted, these fluctuations in international supplies account for the “boom and bust” cycles prevalent in most resource industries and, by implication, most resource-based economies, and lead affected populations to press governments to provide a range of social, unemployment and other types of insurance schemes as well as make large-scale public expenditures in areas of job creation and employment.

The legacy of a staples economy raises several overlapping problems for resource and environmental policy-making in Canada. In particular, a staples economy pits economic interests and activities involved in resource harvesting and exploitation against environmental activities such as wilderness, species and habitat preservation, and these types of conflicts have been a hallmark of Canada's initial post-1984 experience with aquaculture regulation.
 In Canada, unlike many other developed countries concerned with issues such as urban pollution or toxic wastes, the key environmental issues of the 20th century were those related to resource management concerns involving conflicts over existing or potential resource extraction and transportation activities.  These have included the designation and protection of wilderness areas and other decisions to exempt lands from resource exploitation or related activities such as pipeline and hydro-electric generation or transmission; pollution regulation related to natural resource producing industries such as smelters or pulp and paper manufacturing facilities; pesticide and herbicide management issues related to intensive silviculture and other forest industry-related activities;  and disputes over harvesting and extraction methods such as clearcut logging, wolf, bear and game hunting, fur trapping, deep-sea dragging, and offshore-drilling, among others.
 Throughout this period, Canadian governments attempted to balance support for resource mega-projects and existing resource industries with environmental protection, creating a policy regime focusing on environmental assessments and mitigation in so doing.
  

This regime was not always proven successful in balancing these two interests and aquaculture is a good case in point. Governments forced to choose between resource extraction and preservation, for example, have usually greatly favoured resource exploitation. Only if they were forced by international pressure to abandon or reduce harvesting activities, including consumer boycotts as occurred in the harp seal harvest on the East Coast or rainforest logging on the West Coast, did they reluctantly do so.
 Similarly, park designations were often made only after resources had been removed, or the terms of reference for their establishment were written to allow continued resource extraction to occur, or, as was frequently the case, parkland designations represented trade-offs between ecological protection in one area and increased harvesting and extraction in other, non-park, areas.
 Many similar examples of the tension between extraction and protection in Canadian environmental policy can also be found. These range from the preference for the sale of CANDU reactors trumping concerns related to the storage and disposal of nuclear waste, to the overweening concern for employment in Newfoundland that led to the complete collapse of the province's cod fishery in the early 1990s, and the continuing concerns for employment and investment in the oil and gas sector that characterize Canada’s internal debate on the implementation of the Kyoto Protocol and the reduction of greenhouse gas emissions.

While most observers would agree that historically Canada can be characterized as a staples economy and that this has had a significant impact on the evolution of Canada's environmental regime and practice, there is considerable disagreement over whether this depiction continues to characterise the economy and whether and to what extent it will continue to do so in future years.
 Earlier debates within the staples school itself centered on whether Canada had emerged as an industrial power in the wake of the wheat boom and manufacturing activities associated with the First World War.
 While the failure of the manufacturing sector to grow outside of wartime led to the re-emergence of staples analysis in the 1960s and 1970s,
 current debates focus less on the impact of a transition from primary to secondary activities then they do upon the undeniable growth in service sector employment and production in the post World War II era.
 The idea that the economy has entered a new "post-staples" mode has led to a variety of debates in Canada concerning the consequences for government policy-making.
  

As Thomas Hutton has observed, "mature, advanced" staple economies have several common features which can be combined into a typical political economic profile. These include  the substantial depletion of original resource endowments and consequent increasing pressure from "environmental" groups to inhibit traditional modes of resource extraction and stimulate development alternatives; the increasing capital- and technology-intensiveness of resource extraction processes and consequent decrease in employment in the staples sector, the evolution of development from 'pure' extraction to increased refining and secondary processing of resource commodities, and diversification of economic structure with growth in non-staples related areas such as, tourism, and local administration and services.

While a mature staples political economy may still be characterized as "resource dependent", the economy is more diffused and diversified than in the past. As Hutton suggests, if this diffusion, diversification, and resource depletion continues, then an economy may make a further transition towards a "post-staples" one in which severe pressures on the critical resource sector coupled with the prospect of even more substantial contractions in the near future lead to an internal reconfiguration of growth and development. Typically this would involve a significant increase in metropolitan shares of population and employment, the emergence of regional economic centres and the decline of smaller resource-dependent communities.
 The progression of parts of Canada towards a 'post-staples' political economy both supports and contradicts key suppositions of the traditional staples analysis of Canada's future path of economic development and has significant consequences for many policy areas, including that of the environment.

Viewed in this context, Canada aquaculture can be seen to be a problematic post-staples industry that raises complex regulatory issues. In the finfish case, the industry has developed very rapidly but unevenly across the country. The leading province, British Columbia, is also the fourth-largest producer of farmed salmon in the world and the problems raised by aquaculture for a post-staples economy are most clearly delineated here. At the same time as rapid growth in output, the BC industry has seen equally rapid consolidation, moving from over 100 companies in 1988 to only 12 in 2003. The capital for the transition has come largely from Norwegian multinationals, which have bypassed Vancouver and created a regional economic centre in Campbell River. Feed and equipment are produced in Canada and exported to other jurisdictions and there is significant investment in hatcheries producing juveniles for growing out on the farms
. Significant resources are being deployed in researching technological solutions to problems in the industry, such as reducing the amount of fish protein in food pellets and providing increased resistance to the diseases and parasites found in sea cage culture. While it is true that aquaculture is seen by the state as a valuable substitute for the declining capture fishery, the environmental discourse is more complex than in Hutton’s original picture. Aquaculture is accused by environmentalists and fishers alike of contributing to the decline of wild stocks and consequently does not function as an environmentally friendly substitute that would allow the recovery of an overexploited natural resource. Conflicts with other elements of the post-staples economy, notably tourism, add to the mix of interests. As yet, it is unclear whether other provinces are merely further behind BC but on the same path or whether a more diverse mix of species and technologies will produce a different kind of industry in the Atlantic provinces

Shellfish aquaculture seems to be on similar trajectory, with PEI as the most advanced province. While the industry remains considerably smaller and less capital intensive than its finfish counterpart, we see the beginnings of a consolidation into a smaller number of large companies engaged in more intensive forms of cultivation.  Much the same complex post-staples alignments of interests can be observed here as well, it least in embryonic form. Shellfish farming is beginning to be accused of disrupting natural coastal ecosystems rather than taking resource pressure away from them, with alleged negative impacts on migratory birds and their habitat leading the list of charges. There are visual and other social impacts on owners of waterfront properties and conflicts with the increasingly important tourism and recreation industries. Leasing beaches and nearshore waters for shellfish production often ends up excluding other users, sometimes those engaged in traditional wild fisheries of shellfish species other than those being farmed. While shellfish aquaculture is often promoted as a source of employment and revenue for small coastal communities, especially First Nations, there are significant obstacles to the geographical dispersion of the industry and a tendency to observe the characteristic post-staples “clustering” of successful enterprises to the exclusion of less-favoured locales. Certainly the model of New Zealand, the global leader in the farming of shellfish species likely to be successful in Canada, suggests a model of concentration and increasing intensity.  It is not surprising, then, that both finfish and shellfish aquaculture have proven to be contentious sites of political and policy struggle, existing at the cusp of the transition from a staples (wild-fishery) to post-staples (farmfish) resource sector. In what follows, we focus on the existing mix of policy instruments and prospects for policy change in the less well-known shellfish aquaculture sector, noting where the unique problems of finfish aquaculture would lead to different conclusions. 

3. The Existing Canadian Aquaculture Regulatory Framework


The variety of instruments available to policy-makers to address a policy problem is limited only by their imagination. Scholars have made numerous attempts to identify policy instruments and classify them into meaningful categories.
 Unfortunately, many such schemes are either pitched at a very high level of abstraction making them difficult to apply in practical circumstances or dwell on the idiosyncrasies of particular tools, thereby limiting the range of the descriptions and explanations they provide. A scheme that is sufficiently abstract to encompass the various possibilities, yet concrete enough to correspond with the way policy-makers actually interpret their choices, is required.


The origins of such a scheme can be found in Lasswell’s insight that rather than face a choice among a huge number of policy tools, governments have developed a limited number of “strategies” which involved “the management of value assets in order to influence outcomes”.
 Understanding these basic strategies, and their component instruments, can be accomplished, according to Lasswell, by understanding the resources that governments have at their disposal.


Systematic instrument typologies have emerged by careful analysis of governing “resources”. A simple and powerful one has been offered by Christopher Hood who proposed that all policy tools utilized one of four broad categories of governing resources.
 He argued that governments confront public problems through the use of the information in their possession (‘nodality’), their legal powers (‘authority’), their money (‘treasure’), or the formal organizations available to them (‘organization’) or “NATO”. Governments can use these resources to manipulate policy actors by, for example, withdrawing or making available information or money, using their coercive powers to force actors to undertake activities they desire, or simply undertaking the activity themselves using their own personnel and expertise.


Using this idea of “statecraft resources”, a  basic taxonomy of instrument categories can be set out. Figure 1 below presents such a classification scheme with illustrative examples of the types of policy tools found in each category.

Figure 1. Policy Instruments, by Principal Governing Resource 

(Cells provide examples of instruments in each category)

	Nodality
	Authority
	Treasure 
	Organization

	Information Monitoring and Release
	Command and Control Regulation
	Grants and Loans
	Direct Provision of Goods and Services and Public Enterprises

	Advice and Exhortation
	Self-Regulation
	User Charges
	Use of Family, Community and Voluntary Organisations

	Advertizing
	Standard Setting and Delegated Regulation
	Taxes and Tax Expenditures
	Market Creation 

	Commissions and Inquiries
	Advisory Committees and Consultations
	Interest Group Creation and Funding
	Government

Reorganization


Source: Adapted from Christopher Hood, The Tools of Government (Chatham: Chatham House, 1986). 124-125 

Inspection of the instruments listed in Figure 1 shows that policy tools tend to fall into two types: substantive instruments – like public enterprises  or user charges - designed to directly deliver or affect the delivery of goods and services in society; and procedural instruments – like the creation of advisory committees and government re-organizations - used to alter aspects of policy deliberations.
 Early studies of instrument choice tended to focus only upon one type, and to look at instances of single instrument selection. On the basis of numerous such case studies, scholars attempted to discern the general reasons why governments would choose one category of instrument over another. It became quickly evident to investigators, however, that policy sectors and their component programmes tended to involve the use of “bundles” of instruments rather than single tools. Sophisticated students of policy instruments turned their attention to describing these packages of implementation techniques, with the aim of discerning what combinations of instruments were self-reinforcing, which were redundant, and which were actually counter-productive.

Such studies have generated insights into implementation activities and instrument use which shed light on the possibilities and constraints affecting policy processes and the ability of practitioners to improve policy implementation.
  While some studies undertaken in this vein have been, and continue to be, influenced by the idea that instrument choices are purely technical in nature, and hence open to rapid change and re-configuration, most studies have linked instrument choices to larger-scale and more permanent arrangements or implementation styles.
 In what follows below, the elements of the Canadian shellfish aquaculture implementation style will be set out at both the federal level and for the four provinces most involved in the sector to date; BC, New Brunswick, Nova Scotia and PEI.

3.1. The Federal Situation

The Canadian approach to aquaculture, like the Canadian approach to almost every other policy area, is deeply affected by Canadian federalism. Aquaculture is not mentioned by name in the Constitution Act (1867) or in any subsequent Constitution Act or amendment.  Federal involvement is based directly on jurisdiction over sea coasts and inland fisheries (s. 91(12)), over navigation and shipping, over Indians and land reserved for the Indians and through the federal power to enter into international treaty obligations. Indirectly, federal jurisdiction also derives from federal government activity in the area of environmental protection, and from case law concerning the regulation of international and inter-provincial trade. Finally and more speculatively, the federal declaratory power might be used to bring an aquaculture project or projects under federal jurisdiction and the non-mention of aquaculture might provide grounds for exercise of its residual power over undefined areas. Provincial involvement, on the other hand, is based on constitutionally protected jurisdiction over property and civil rights within the province, over provincial crown lands, over matters of a merely local or private nature within the province, over municipal institutions and over the regulation of lands underlying freshwater lakes, rivers and tidal areas within bays, inlets and estuaries. Provincial jurisdiction also derives from existing provincial activity in the field of environmental protection and from case law supporting provincial rights to implement treaty obligations entered into by the federal government in areas of exclusive provincial jurisdiction. The Constitution Act (1867) recognizes a shared jurisdiction over agriculture, which has not, as yet, proved significant for aquaculture policy. 

Inevitably, the working out of the complex jurisdictional issues here has involved the usual more or less rancorous series of negotiations punctuated by appeals to the courts. Wildsmith usefully summarizes the outcome as founding Canadian aquaculture policy on the basis of provincial rights to determine how property and resources are used within the province “hemmed in by” the federal power to enact legislation to protect wild fisheries and navigation and shipping.
 A series of early fisheries cases stemming from The Queen v. Robertson established that the federal power to legislate under s. 91(12) does not create any proprietary right with respect to a wild fishery and is confined to protection and conservation. There were early attempts to reconcile the potential conflicts of regulatory authority over aquaculture by negotiated agreement, though no pattern is discernable. The 1912 oyster agreement between BC and the Dominion, for example, delegated the enforcement of federal regulations to the province. The 1936 Mollusc Agreement between Nova Scotia and the Dominion took the opposite tack, delegating the power to grant leases to the federal fisheries minister.
 Thus, some kind of working agreement appears to have been reached during the early years of aquaculture on the understanding that federal provincial cooperation was essential if Canadian aquaculture was not to be strangled at birth but the nature of the agreement was the product of local circumstances.

In practice, this jurisdictional tangle that resulted has proved a considerable obstacle to the sustainable development of the aquaculture industry.  While the industry has complained about the added cost of regulatory overlap and duplication, federal-provincial blame-avoidance strategies have contributed to a dangerous vacuum in addressing the potential social and environmental impacts of the industry. Recognizing the jurisdictional difficulties that the nascent industry faced, when aquaculture entered into its modern period of rapid expansion in the 1980s an attempt was made to tackle the problem within the prevailing model of intergovernmental federalism. The First Ministers issued a statement of national goals and principles for aquaculture at their meeting in 1986. The statement was followed by a series of Memoranda of Understanding between the provinces and Ottawa that attempted to provide the basis of a working relationship between the two levels of government tailored to the circumstances of each province. These MOU’s superceded the previous patchwork of agreements and delineated agreed upon areas of exclusive jurisdiction and areas for intergovernmental cooperation. While there was a certain amount of learned debate about the legal status of the MOU’s at the time
, and environmental organizations have periodically made noises about testing what they see as an unconstitutional delegation of powers from (environmentally friendly) federal to (industry-dominated) provincial governments in violation of the basic scheme of ss. 91 and 92 of Constitution Act, there have been no cases to date. 

In 1984, the federal government designated the Department of Fisheries and Oceans (DFO) as the lead agency for aquaculture. While this move clarified the lines of responsibility in the federal government
 it was not without its drawbacks. As critics of DFO’s role in aquaculture development continue to complain, it placed aquaculture within a ministry that had strong historical links with capture fisheries and long-established connections with fisheries clients on both coasts. Moreover, it effectively foreclosed the debate about whether aquaculture was more appropriately understood as a kind of farming, to which an agricultural rather than a fisheries model of regulation could be applied. Although the MOU’s in most provinces gave provincial agencies control over site selection; over lease or licence approval, including the terms and conditions attached to leases and licenses; and over most operational aspects of fish farms, DFO exerts a powerful influence at a distance over many of these decisions.  More significantly still, DFO exerts this influence through two older pieces of classic “command and control” legislation, the Fisheries Act and the Navigable Waters Protection Act (NWPA). Depending on the nature of the process for inter-agency referrals developed in each of province, where there is the possibility of harmful alteration, disruption or destruction of fish habitat DFO has significant ability to deny or require modification of proposals for new or amended leases and licences under s 35 of the Fisheries Act . Together with the provision of the NWPA that triggers an environmental assessment under the Canadian Environmental Assessment Act where a “work” may be a significant hazard to navigation,  the ability of DFO to cause delays in the approvals process has been a significant irritant to the industry and has resulted in calls for a “single window, one-stop shopping” approach. At the operational level, the potential for some fish farming practices to fall under s. 36 of the Fisheries Act, “the deposition of deleterious substances into waters frequented by fish”, and the regulatory regimes surrounding the capture and movement of seed stocks and the movement of new species such as abalone have also caused problems.  As is common in Canadian environmental statutes, both ss. 35 and 36 of the Fisheries Act are written to allow extensive administrative discretion and the lack of transparency in the exercise of this discretion is often at issue. 

Concerns about the regulatory regime surrounding sanitation and food safety tend to be rather different. Federal activity in this area centers on the Canadian Shellfish Sanitation Program (CSSP) jointly administered by DFO, the Canadian Food Inspection Agency and Environment Canada under the authority of the Fisheries Act, Management of Contaminated Fisheries Regulations, the Fish Inspection Act, and Fish Inspection Regulations. The CSSP is a comprehensive program of water quality monitoring, and control of harvesting, processing and movement of shellfish destined for human consumption.  Again, the regime is of the traditional command control type. Under an agreement dating back to 1948 the regulations are closely coordinated with those of the major export market, the American National Shellfish Sanitation Program guidelines. Three sets of issues have surfaced with respect to CSSP. The first centres on the cost of administering the program in light of industry expansion into new areas where water quality monitoring will have to be undertaken. The federal government has responded to these concerns by including new money for water quality monitoring in the Program for Sustainable Aquaculture announced in 2000, but there has also been interest in private public partnerships to extend the reach of the program. Equally seriously, we have seen the beginning of new environmental concerns that the CSSP monitors for a restricted range of contaminants, largely those of bacteriological origin at the expense of other hazardous materials such as heavy metals and dioxins. Finally, there is the issue of the appropriateness of this regulatory regime as a means of realizing the larger objective of improving water quality and protecting  those shellfish farming areas, often the most accessible for markets and transportation links, that are most at risk from human and agricultural sources of contamination. In Atlantic Canada, roughly one third of the area classified as suitable for shellfish growing is currently closed due to contamination and in BC, the proportion may be even higher.

The peculiarity of the regulatory framework at the federal level is clear. 
Although the main objective of post-1980 federal policy is undoubtedly the development of the industry, the principal regulatory instruments and the mandate of the lead agency supposedly charged with implementing the policy are both designed to protect the wild fisheries and other water users from negative impacts by aquaculturalists. Moreover, neither the mandate itself nor the peculiar nature of the instruments used to carry it out is the contingent outcome of policy choices that could easily be reversed. Both are in fact based on the constitutional division of powers and reflect the limit of federal jurisdiction to what Wildsmith so aptly calls the “hemming in” of provincial jurisdiction over the property and resources used for fish farming. From the beginning, then, the modern regulatory regime had to be complemented by subsidy and expenditure instruments. These included the development and continuing support of an aquaculture research capacity in DFO and Canadian universities, a variety of federal tax incentives for farming and small business, the extension of farm credit facilities to fish farmers, and various targeted expenditures through the regional development agencies, currently ACOA and, to a lesser extent, WED. Nonetheless, supporters of aquaculture development have continued to look enviously at the substantial subsidies enjoyed by Canadian farmers, keeping alive the agricultural model for aquaculture regulation. As the federal Commissioner for Aquaculture Development has argued, while the resolution of the regulatory issues will provide some support to the industry, “the federal government should also analyze the appropriateness of other measures to ensure that aquaculture and other food sectors in Canada operate on a level playing field.”
 He noted especially the various kinds of income support and stabilization programs, including crop insurance, enjoyed by terrestrial farmers but not by their marine counterparts.

Procedurally, a different set of instruments has been used. At the intergovernmental level, coordination of aquaculture policy between the federal and provincial governments is handled by intergovernmental negotiation. To that end, after their discussion of aquaculture at the First Ministers’ Conference in 1986, governments pursued aquaculture policy issues through the Canadian Council of Fisheries Ministers, later renamed the Canadian Council of Fisheries and Aquaculture Ministers (CCFAM). CCFAM was responsible for the negotiation of the Agreement on Interjurisdictional Cooperation With Respect to Fisheries and Aquaculture in 1999 and subsequently created the Aquaculture Task Group (ATG), to work on aquaculture policy-related issues.
 Among the network management projects recently completed by the ATG is the Canadian Action Plan for Aquaculture. It was envisaged as a mechanism that “would be a means of organizing information, linking activities, be cohesive and provide a measuring tool for achievement of objectives. The Plan would be high level and set the broad pan-Canadian direction but be implemented by each jurisdiction according to their specific circumstances.”
 The development of a national industry organization, the Canadian Aquaculture Industry Alliance (CAIA), formed in 1995 and a member of the Alliance of Sector Councils, has complemented these efforts at network management on the industry side. 

These traditional Canadian tools of federal-provincial network management were accompanied by some relatively minor departmental reorganization. Concerns about the capture-fishery culture within DFO, led to the creation of the Office of the Commissioner for Aquaculture Development (OCAD) reporting directly to the fisheries minister, intended to act as a “champion” for the development of the industry. DFO also underwent a minor reorganization, creating an Office of Sustainable Aquaculture. Some evidence of subsystem spillover, once again from agriculture, has been in the creation of the Canadian Food Inspection Agency in response to public concerns about food safety and the cozy relationship between regulators and (terrestrial) farmers. 

Information instruments have been used sparingly at the federal level, and, where they have been used, finfish aquaculture has been in the spotlight. Aquaculture was the object of an investigation by the Senate Standing Committee on Fisheries, which took submissions, held public hearings and published a report in June 2001. DFO had a similar consultative process before issuing its Aquaculture Policy Framework. Calls for a Royal Commission, directed largely at issues arising from finfish aquaculture, have fallen on deaf ears. 

3.2. British Columbia

At the provincial level, in British Columbia, cultivation of the native oyster (Ostrea lurida) was an outgrowth of the original natural fishery, which had been seriously overexploited during the 1930s. However, slow growth rates and high mortality associated with native oyster culture and similar efforts to farm the eastern oyster (Crassostrea virginica), led to an industry based almost exclusively on the Japanese oyster (C. gigas), introduced into BC  around 1912. Spat was originally brought from Japan, but C. gigas soon naturalized in the Strait of Georgia. Pendrell Sound was reserved as a seed-producing area by Order in Council under the provincial Land Act as early as 1950. Farming of other species was slow to develop, but by the late 1980s overexploitation of the clam fishery and advantageous clam prices led to experiments with clam aquaculture, often on oyster leases, and to the development of significant farmed clam output. In recent years, scallop farming in waters too cold for other species and experiments with potentially valuable new species such as mussels, abalone and sea urchins have extended the scale and variety of the industry.  In 2001, BC produced 8.8 million tonnes of farmed shellfish with a wholesale value of $26m (up from 6.6 million tonnes worth $12 million in 1996).  By contrast, wild shellfish landings in 2001 were recorded at 19.8 million tonnes with a wholesale value of $186 m.

Early aquaculture regulatory activity was largely driven by public health and food safety considerations. Sanitary regulations were introduced in 1949 but were unable to prevent several outbreaks of paralytic shellfish poisoning (PSP) leading to closures and restrictions. Between 1964 and 1995 the province operated a Shellfish Marketing Board in cooperation with the BC Oyster Growers Association in an effort to maintain public confidence in the industry. Oyster growers were given access to the Crown foreshore through a system of leases and licenses (for many decades administered by the Ministry of Forests and Lands), with the usual discretionary powers for the Minister to impose terms and conditions upon and to require certain performances from leaseholders and licensees. Meanwhile, farmers’ activities were regulated by the provincial Fisheries Act and its accompanying regulations (in addition to the regime established by the federal Fisheries Act and its regulations). The regulations sought to control the importation of oysters into the province and the movement and sale of oysters harvested from contaminated beaches, setting up a registration scheme for all shellfish farmers and imposing some basic harvest reporting requirements.  Aquaculturalists were also designated “farmers” for provincial taxation purposes and entitled to a variety of tax exemptions and deductions. 

Beginning in the 1980’s, promotion of aquaculture became the responsibility of the Ministry of Agriculture and Fisheries (later Agriculture, Food and Fisheries [MAFF]), which was identified as the lead agency “to develop aquaculture into an important food-producing enterprise in British Columbia.”. The province has made extensive use of financial instruments, including an Aquaculture Incentive Program and a variety of other credits and incentives related to farming and small business. In common with other provinces, BC negotiated a memorandum of understanding (MOU) with the federal government in 1988 that aims to clarify the relationship between the two levels of government with respect to aquaculture and promote the orderly development of the industry. Under the BC MOU, the federal government retains responsibility for the protection and conservation of wild stocks, the protection of navigable waters, the permitting regime for the collection of wild stock and spat, and sanitary requirements. The province retains control over licensing, the management of the industry, the size and location of facilities, and industry practices.  

Nonetheless, BC remains unusual amongst the coastal provinces in that it has no Aquaculture Act or other kind of consolidation. Consequently, the BC regulatory framework is a patchwork of old and new regulations.  Thus environmental impacts are largely addressed through the Waste Management Act, another traditional regulatory instrument enforced by inspectors from the Ministry of Water, Land and Air Protection, and key social issues, such as noise, odour, lights and hours of operation are addressed as matters of worker safety or as the subject of municipal zoning and bylaws, potentially in conflict with provincial regulations The major initiative in this respect has been the draft industry Code of Practice (COP). Developed in close consultation with industry, the COP was intended to be a new instrument of coregulation. Largely descriptive and lacking any performance standards, the draft COP was essentially a statement of current best practices in which the agricultural model of aquaculture regulation resurfaced.  Complaints about fish farm practices would be directed to the Farm Practice Review Board created under the Farm Practices Protection (Right to Farm) Act, where the COP could be used as a guide to a “normal farming practice”. 

The principal instrument of subsidy at the provincial level was the Shellfish Aquaculture Working Capital Fund, created to provide loans of up to $30,000 or 65% of total project costs and intended to address the chronic shortage of working capital in the industry. BC was already distinct from the Atlantic Provinces in that, although a wide range of support programs is available, the Fund was the only example of a BC aquaculture production support initiative focused on providing direct support for individual entrepreneurs.
 

While issues of intergovernmental and interagency coordination surfaced during the debate about how to expand clam culture in the early 1990’s,
 it was not until 1998 that the province launched its belated effort to expand the industry by making additional areas available for tenure. The Shellfish Development Initiative undertaken at that time revealed the drawbacks of the patchwork of old regulatory rules and new financial initiatives and forced them onto the policy agenda. From the industry point of view, the tenure approval process was painfully slow, with the NWPA/CEAA roadblock a particular source of irritation. In the larger picture, the expansion into new areas on the west and north coast of Vancouver Island and the mainland central and north coast, brought many additional players and problems to the table, involving First Nations claims, high costs, poor transportation links and processing infrastructure, and new water monitoring programs. The government was caught be surprise not only by these events, but also by the hostility of communities to the expansion and intensification of fish farming in areas where leases had traditionally been concentrated. 

While MAFF is the designated lead agency for shellfish aquaculture, the Ministry of Sustainable Resource Management (MSRM) is responsible for coastal planning, the Ministry of Water, Land and Air Protection (WALP) is responsible for enforcement of a number of key provincial regulation that affect aquaculture, including the Waste Management Act, and Land and Water BC is responsible for tenure applications. Interministerial coordination is handled at the operational level by the Directors of Aquaculture Committee (DAC), which includes DFO representation. 

Other than these rather primitive efforts at network management, the main procedural instrument has been public involvement.  Shellfish farmers must have the permission of adjacent upland owners to carry on their operations on the foreshore and near shore and may not block an upland owner’s water access. However, the Land Act allows any individual to object to a tenure application, although the decision whether to hold a hearing and the final decision remain at the discretion of the Minister. Directive 99-10-01, which was intended to lay the procedural ground rules for the expansion of tenures, envisaged a more open participatory process of community consultation directed by Community Shellfish Steering Committees. In the event, it proved impossible to work with many of these committees, in some cases even impossible to strike them, and they were quietly dropped from the tenure expansion process. MSRM took over the public consultation, facilitating intensive local planning focused on shellfish for high interest, high conflict areas and subsuming shellfish farm planning into the larger framework of coastal planning elsewhere. The Baynes Sound Management Plan provides an example of the former process, the Nootka Coastal Land Use Plan an example of the latter. 
3.3 .New Brunswick

On the east coast, New Brunswick has had an oyster industry for over a century. Public oysters beds were decimated by Malpeque disease in the 1950s and landings dropped from 3,594 tons in 1949 to only 2.7 tons by 1960.
 The industry was revitalized by the 1989 Canada-New Brunswick MOU and oyster farms now report landings of 120-160 tons annually. In 2000 there were 1,593 licences in the eastern New Brunswick area as well as clams in the southwestern area. Total economic value was estimated at $88 million (average 1995-1997), with total employment at 2,048.
 

The industry has been heavily promoted in recent years. Development funds such as the Regional Economic Development Agreement (REDA), a federal/provincial development agreement signed July 31, 1996, covered the implementation of projects in several industrial sectors including fisheries and aquaculture. This agreement was designed to provide funding for federal and provincial department and non-commercial Crown corporations to support economic development initiatives. In 1998-1999, the Department of Fisheries and Aquaculture received a total of $ 1.6 million from this agreement to implement 42 projects. The aquaculture sector received funding for a number of initiatives including the development of alternate shellfish and finfish species for culture in New Brunswick coastal waters, the development of arctic charr and rainbow trout broodstock for inland culture, fish health services, and research and development initiatives relating to the ISA virus. The processing and marketing sector received funds to support promotional activities, to develop value-added seafood products and new packaging, and to further expand existing and new seafood initiatives. 


The Economic Development Fund (EDF) was a four-year provincial funding program that came into effect April 1, 1996 following the elimination of the sectoral agreements funded by the federal and provincial governments and the reduction of federal funding for cost-shared agreements. The purpose of the fund is to contribute to high-priority development projects that cannot be funded through departmental budgets or under REDA. In 1998-1999, the Department of Fisheries and Aquaculture was allocated $850,000 for activities in the aquaculture and harvesting sectors. Each sector benefited from approximately 50 percent of the allocated budget.  The aquaculture sector received funding for its freshwater finfish and coastal shellfish development activities.  

The Strategic Development Fund (SDF) is another provincial funding program that was initiated in 1994 by the Department of Fisheries and Aquaculture. The objective of this program is to promote the implementation of special and pre-commercial projects and to provide the support essential to a sustainable, competitive and diversified fishing and aquaculture industry. The budget for 1998-1999 was $1.5 million. Aquaculture, processing and marketing, and harvesting initiatives were funded under this program during the fiscal year. The aquaculture sector received funding to support 43 projects. They included a number of studies, disease investigation and monitoring activities, information workshops, development activities, new species development initiatives and industry missions to visit other aquaculture facilities.

Procedurally, the New Brunswick Ministry of Agriculture, Fisheries and Aquaculture is actively involved in promoting the industry but met infrequently with organized aquaculture associations and NGOs until recently. As part of the Bay of Fundy Shellfish Management Plan it was very active recently along with the South-west Clam Resource Committee and the New Brunswick Provincial Shellfish Working Group in allocating licences and dealing with problems in those areas.

3.4. Nova Scotia

Also on the east coast, the province of Nova Scotia followed the typical pattern of large-scale promotion of increased aquacultural activity after 1984. The Nova Scotia shellfish industry is composed of the harvesting of four primary species: blue mussels, sea scallops, American oysters and European Oysters. The industry is relatively small, with net production valued at $5.1 million in 2000, representing 10% of net sales of aquacultural products in Nova Scotia.
 Total employment in this sector is 155 full time employees, 311 seasonal workers, and 153 part-time workers.

In 1996, the Government of Nova Scotia undertook a major reorganization to consolidate and revise the laws respecting the fishing industry generally, with ramifications on the aquaculture industry. A comprehensive study, entitled The Nova Scotia Fisheries and Coastal Resources Act: Discussion Draft, served as the basis for the changed statutes.

Stemming from the discussion paper, Nova Scotia passed the Fisheries and Coastal Resources Act. The FCRA consolidated legislation concerning fisheries, aquaculture development, sea plant harvesting from nine separate acts into one.
 The Act establishes not only establishes the site requirements, harvesting and handling requirements for the industry, but also actively promotes fish farming as an industry subject to government subsidies. Regulations relative to the fish industry include the Aquaculture Licence and Lease Regulations, the Buyer’s Licensing and Enforcement Regulations, the Fish Inspection Regulations, and the Fisheries and Aquaculture Loan Regulations. 

Two programs in particular are of interest in that they indicate the apparent willingness of the Nova Scotia government to expand this industry. First, the Fisheries and Aquaculture Loan Regulations specify that interested and qualified parties may be eligible for assistance for the purchasing of equipment for a start-up or continuing aquaculture commercial enterprise. Second, in conjunction with Human Resource Development Canada, the Nova Scotia Department of Fisheries and Agriculture, developed a ten week classroom course to promote and teach prospective students how to establish and run a aquaculture business through the Nova Scotia Agricultural College.
 Additionally, the Department of Fisheries and Agriculture lists 10 other possible sources for financial assistance for those looking to get into, or expand their operations. 

However, like other jurisdictions, legislation and regulations concerning the mariculture industry still remains smattered across other departments and agencies. The Assessment Act defines aquacultural property as ‘resource property,’ for taxation purposes. The Wilderness Protection Act, explicitly prohibits aquacultural activities in areas defined as a ‘wilderness area,’ unless exempted by the Minister. The Environment Act and its associated regulations Activities Designation Regulations¸ and the Environmental Assessment Regulations also govern activities relating to the shellfish industry. The Activities Designation Regulation requires prospective shellfish farmers to obtain ministerial approval before commencing with the development of a commercial enterprise that would use water or alter a water-course. The Environmental Assessment Regulations spell out when an environmental assessment (and subsequent report) must be carried out, along with public consultations, and the criteria for a positive environmental assessment. With respect to aquaculture, an environmental assessment is not a mandatory requirement; that is, no act directly specifies that an aquaculture operation must have a positive environmental assessment in order to be approved. However, a positive assessment is one possible criteria used to determine the issuance of an aquaculture lease.

The most sophisticated efforts to use procedural instruments to cope with existing and emerging problems have been in Nova Scotia. In an effort to facilitate economic development while simultaneously providing information to the local residents and determining the level of public support, the government recently initiated the concept of community-based review. The Nova Scotia Aquaculture Development Committee was formed in November 1993 as a joint initiative by the Nova Scotia Department of Agriculture and Fisheries (NSDAF) and the Nova Scotia Economic Renewal Agency to combine the overall capabilities of any government agencies that could contribute to the promotion and development of Aquaculture in Nova Scotia.

The committee is chaired by NSDAF and consists of members representing a diverse mix of government departments and agencies who have regulatory, development, research and potential funding involvements regarding aquaculture. The committee provides a vehicle for enhanced, efficient communication and eliminates duplication of effort on aquaculture issues and projects that involve more than one agency. It also serves to inform agency members of respective current involvements with aquaculture to increase overall awareness and dissemination of aquaculture related information and activities. Agencies currently represented on the N.S.A.D.C. are: N.S. Dept. of Agriculture and Fisheries; Dept. of Fisheries and Oceans; National Research Council (IRAP); NS Dept. Economic Development; Canadian Coast Guard; Human Resource Development Canada; Federal Business Development Bank Canada; ACOA; Sustainable Economic Development; Industry Canada; Environment Canada; Farm Credit Corporation; Aquaculture Assoc. of N.S. Enterprise Cape Breton; and the National Research Council (IMB)

The committee is serviced by technical sub-committees composed of qualified experts from federal and provincial agencies or appropriate industry associations. The committees review Aquaculture applications, F.L.B. loan requests and agency funding proposals from a technical and financial perspective and report results through the N.S.A.D.C. to the appropriate agency. Federal/Provincial Co-op agreement projects are also reviewed through these committees. In addition the committees provide advice, comments, and recommendations on major issues, potential policy, programming and future research efforts from various sources when requested. 

There are currently three subcommittees operating under the aegis of the N.S.A.D.C. All have developed terms of reference and criteria that govern their review function. The Shellfish and Salmonid Finfish technical subcommittees meet on all issues and applications regarding traditional aquaculture species including new growout ones, U-fish operations hatcheries and introduction and transfer issues regarding new species. The Experimental Marine Finfish subcommittee was formed most recently to deal with growing interest and preliminary development issues of hatchery and grow out culture of marine whitefish species, striped bass and eels. Culture of traditional highly valued species such as halibut, haddock, and flounder are at or near commercial development in Europe and offer significant potential for N.S. over the long term. The immediate mandate of this subcommittee is to provide orderly guidance during the critical early development stages of this type of aquaculture. The technical subcommittees also consider any potentially new or existing technologies or techniques that may benefit industry in the future. Examples would include enhanced triploid (breeding) techniques, cryopreservation of shellfish larvae, broodstock development, fish health, disease control, carrying capacity and planning for currently active areas. Funding agency representatives sit on all technical committees and provide assessment and input regarding business aspects of Aquaculture applications in addition to providing review of any major research proposals and loan requests submitted. The N.S.A.D.C. currently meets quarterly or as required. The committee has overseen review of approximately 160 applications and 40 proposals over the past 3 years as part of routine business. 

In addition the committee has and will continue to identify and address fundamental weaknesses in the existing infrastructure vital to substantial growth and development of the Aquaculture industry in Nova Scotia. Specific efforts have been undertaken by the committee to investigate major issues by meeting with outside groups to solicit advice and information. Meetings have been held with chartered bank representatives to review and discuss past problems and potential solutions regarding sources of working capital from private sector sources. A key government representative from N.B. was invited to present the strategy that has resulted in the successful industry in N.B., and how elements of this strategy could be utilized to assist the industry in N.S. The committee has also met at the N.S. Agricultural College and Department of Agriculture and Fisheries to tour the facilities and discuss the expertise and capabilities that may be applied to Aquaculture development. 

The committee has met with representatives of A.C.O.A. Cape Breton and toured one of the major integrated salmon and trout producing facilities in the area to better understand the problems and potential opportunities present in that substantial segment of the Aquaculture industry. When required, the committee has previously examined major initiatives supported and promoted by community level based organizations in Richmond and Digby counties to assist and facilitate achievement of their objectives regarding aquaculture, and stands ready to assist other areas if the need arises.

Regional aquaculture advisory committees  have also been created recently and have been given greater powers as to who is awarded licenses. Regional Aquaculture Development Advisory Committees (RADACs) began with a pilot project in the Wedgeport and Pubnico area. The strategy behind such an approach was to obtain a vehicle whereby the developer and the community come to an agreement on the best way to proceed. The result of this process is then passed on to the Minister of Fisheries and Aquaculture as a recommendation. The RADACs are composed of people who represent the interests of the area. This may include fishermen, aquaculturists, recreational boaters, waterfront landowners, business operators and local politicians — in short, people and groups affected by the installation of an Aquaculture site. Currently there are RADACs in operation in Digby/Annapolis, Wedgeport, Pubnico, Shelburne, Mahone Bay, the Eastern Shore, Guysborough, Isle Madame, Tatamagouche and East St. Margarets Bay. The government hopes that most areas with significant potential for Aquaculture development will form community RADACs. Areas not covered by a RADAC will have input through public hearing processes. 

3.5. Prince Edward Island

Finally, in Canada’s smallest province, Prince Edward Island, there has been along-established oyster fishery on tidal rivers. In 2000 there were 909 contaminated commercial oyster license holders and 1077 commercial license holders in the clean water fall fishery.
 1999 landings were 3.2 million kg, valued at $6.9 million.  PEI is very much an anomalous case in Canadian shellfish aquaculture, however, as its MOU agreement with the federal government specifies that most aspects of provincial regulation will be administered by the federal government under the terms of the federal regulatory regime.


In PEI the Prince Edward Island Shellfish Advisory Committee
 deals with many aspects of the oyster fishery. Chaired by DFO it only meets as issues come up which need industry feedback. It is composed of representatives from commercial oyster fishermen, DFO research management conservation and protection and science branch, provincial fisheries and members of aboriginal communities. Three key advisory committees also operate in this sector. The first is the Sea Duck Mussel Aquaculture Working Group created in the mid-1990s.  This Committee examines the issue of interaction of sea ducks and mussel sites. Outcomes can be research, technology development and communications. It involves participants from the federal and provincial government and industry. A second is the Shellfish Classification Working Group.  This group involves federal, provincial and industry representatives and examines and makes recommendations on water quality issues - particularly bacterial contamination in shellfish areas that may result in shellfish closures. This group has been in existence for more than 10 years.


A PEI Aquaculture Committee was also recently established.  It is made up of high-level (Deputy-Minister and Regional Director) federal, provincial and industry representatives This committee examines constraints and opportunities in relation to aquaculture. In terms of DFO locally there are two important committees, the Aquaculture Lease Management Board and the Lease Referral Committee that gave advice to DFO on matters relating to aquaculture leasing.

4.0 Aquaculture Development: A Research Agenda

Even after discounting some of the hyperbole surrounding industry growth forecasts, it is clear that farm-raised seafood will become an increasingly important component of the Canadian resource economy. The combination of Canada’s extensive coastline and its proximity to US consumers is an irresistible attraction to investment in the industry, as the recent history of multinational involvement in BC salmon farming underlines.  As this overview has shown, Canada’s aquaculture implementation style, with its traditional mixture of regulation and subsidy overseen by industry advisory groups in a clientilist relationship with pro-development provincial government agencies, is ill adapted to managed the challenges of steering aquaculture through the complexities of a post-staples economy. Compounding the problem is a significant policy legacy, the constitutional division of powers and subsequent case law around jurisdiction over fisheries combined with the decision to treat aquaculture as a species of fishery, including the nomination of DFO as the lead federal agency. 

As in many other natural resource sectors, the preferred substantive instrument in aquaculture policy has historically been regulation augmented, especially after 1984, with extensive use of another category of substantive instrument, financial incentives.
 Recently, there has been a number of initiatives  that suggest at least the outlines of a more sophisticated approach, better adapted to the context of a post-staples economy. At the federal level, the passage of the Oceans Act and the development of Canada’s Oceans Strategy has potentially wide-reaching consequences for aquaculture. Some of these consequences are evident in the federal Aquaculture Policy Framework, including a commitment to improve network governance and a shift towards ecosystem- rather then resource-based management. The provinces have to some extent followed developments at the federal level, experimenting with industry self-regulation and encouraging adherence to voluntary codes of conduct and eco-certification.
 As we would expect from the literature on incentive-based regulation, movement in this direction faces many obstacles and has not proceeded very far.
 In spite of the commitment to improve network governance and various efforts to involve new stakeholders, the use of industry advisory committees continues to be the predominant procedural technique of governance in this sector.

This regime of aquaculture policy development and implementation in Canada, put into place over the past two decades, faces two major problems corresponding to the two sides of the same vise that is squeezing most resource industries in the post-staples economy. On one side, aquaculture, particularly salmon farming, faces intense competition from low-cost producers who are treating the product as a traditional staple. On the other, the aquaculture industry faces equally intense pressure as a result of its location in a rapidly diversifying rural economy, with many competing uses in the coastal zone. As a result the industry is receiving attention not just from the metropolitan environmental movement but also from significant interests in its own backyard: fishers, First Nations, the recreation and tourism industry and “lifestyle” landowners.  Easing off the vise and reducing the pressure means policy change addressed to both sides of the equation.  The European “Label Rouge” scheme for farmed salmon and the successful campaign by the New Zealand shellfish industry to identify the greenshell mussel as a higher-value product are examples of marketing exercises being carefully followed in Canada, though the former seems to be encountering some predictable consumer resistance in its toughest market.
  On the other side, the salmon farming industry is already fighting an uphill battle against a perception that it is a dirty industry of last resort, suitable only for coastal communities without any other prospects of survival, the maritime equivalent of hog farming. Shellfish farms will have to move quickly to avoid the same fate. What is the role of public policy in slacking off the vice and what are the prospects for success?

On the value-added side, the picture is mixed. The retreat of the Canadian state from any kind of industrial policy over the last twenty years and its consequences has been well documented.
 The alternative route to restructuring is perhaps best illustrated by the forest industry in BC. As Roger Hayter has argued, the last provincial government tried to nudge the industry towards more technologically sophisticated value-added production by increasing the costs of industry access to the (Crown-owned) resource and by encouraging enrolment in self-regulatory schemes against a general backdrop of environmental re-regulation.
  As the forestry case illustrates, even with provincial control over lease and licence charges, getting the incentive structure right is no easy task. For various reasons, the government continued to send mixed signals, especially on wood supply and tenure, which ultimately undermined the original determination to restructure the forest economy. If this were not enough, the current trend back towards environmental deregulation puts an additional burden on self-regulatory and market-driven schemes which may not suit every industry. In aquaculture, while the finfish sector does include some large companies that may be both motivated to participate in self-regulation as a means of protecting their reputation and have the resources to implement it, much of the rest of the aquaculture industry is made up of small and medium sized enterprises (SME’s) whose participation in self regulation faces special problems. First, with respect to the replacement of regulatory instruments by information, the hands off strategy places a heavy reliance on the expectation that industry will respond rationally to the information provided about government goals and aims. However, it is difficult to communicate with SME’s at the best of times and they may not be in a position to respond even if they hear the message. Secondly, with respect to incentives and assistance of various kinds, the policy calls for the development of industry-government partnerships especially in areas such as education and training. SME’s are usually too small for partnerships so the arrangements have to be implemented through an industry association, which is often poorly organized with weak coverage of the industry. And, while, in theory, market incentives ought to work as well or better with SME’s as with larger companies, in the former there may be just too few opportunities for cost savings to provide the incentive to respond. 
 In short, it is hard to avoid the conclusion that a more activist style of government is needed to propel the industry along the value-added path.

On the other side of the equation, policy-makers face the huge task of legitimating self-regulation as an adequate response to the social and environmental impacts of the industry. Substantively, this task is more easily achieved against a backdrop of a credible regulatory policy capable of stepping in when self–regulation fails. A complete overhaul of the regulatory framework that would serve to implement an ecosystem-based management regime taking account of the environmental impacts of and on aquaculture over a variety of temporal and spatial scales would be the ideal. Unfortunately, such a thorough-going overhaul is unlikely in the face of the jurisdictional policy legacy we have identified. Less ambitiously, an end to the practice of staying private prosecutions under the Fisheries Act and the active encouragement of citizen suits to enforce the existing regulatory framework might serve to restore some public confidence in the existing regulatory regime and provide a suitable baseline from which incentive-based schemes can encourage the industry to go “beyond compliance”.
  Procedurally, the focus needs to be not just on network governance, understood as better intergovernmental coordination, but on the inclusion of a broader range of interests into the development and implementation of policy. There may be some symbolic significance in the belated announcement of a BC Salmon Aquaculture Forum sponsored by both levels of government, to be chaired by former fisheries minister John Fraser, but a “blue ribbon” process may do little to move positions entrenched over years of dogged resistance.
   More promising are the community level approaches to planning and participatory consultation that are needed to gain  local, regional support for the intensification of existing aquaculture activities or their expansion into new areas. These consultations are exemplified by the RADEC’s in Nova Scotia. In BC, the emphasis on stakeholder involvement remains focused on planning exercises of various degrees and intensity, giving rise to serious “planning fatigue” on the part of many groups and interests. However, pushing real decision-making authority, especially over site locations and the conditions of licences, downwards to the community level is a significant global trend in aquaculture. Recent developments involving larger roles for municipal institutions and local stakeholders in aquaculture have taken place in both Scotland and New Zealand.
 There are the usual difficulties associated with strengthening the capacity of municipal institutions to perform such functions and, once again, of ensuring a credible background regulatory presence by provincial and national agencies. Nonetheless, these processes have become ‘critical consultations’ in the sense that their outcomes are critical determinants of licencing and other provisions surrounding aquacultural operations.
 

Policies that involve timely consultation and the devolution of considerable decision-making authority downwards in the political hierarchy are also important in Canada to ensure consideration of First Nations’ interest. While the recent series of court decisions on the duty to consult where aboriginal resource interests are at stake are of obvious significance for coastal First Nations, especially in BC, they have also shed some light on the generally distant and high-handed approach that provincial governments have taken towards resource peripheries. It is not too strong to conclude that a great deal of Canadian aquaculture policy suffers from what Chris Allen has called “naïve managerialism” which is bound to fail “because it cannot get around the fact that policy implementation inevitably involves a process of negotiation and compromise between actors in the policy-implementation network”

In sum, in order to deal effectively with these issues, it is necessary for Canadian policy-makers and administrators to “smarten up” their regulatory regimes. Smart regulation means not merely adding to the toolbox of instruments used in the sector,, but designing a context-sensitive mix of instruments. The existing policy mix is not well designed to deal with the emerging issues raised by the various aquaculture development initiatives currently in progress or being contemplated.
 Canadian governments should specifically address the issue of instrument mixes and attempt consciously to design an optimal governance strategy to achieve the twin goals of industry development and public confidence set out in the Aquaculture Policy Framework. Specifically, public confidence in the current repertoire of regulatory instruments needs to be restored before self-regulatory initiatives proceed any further, and serious consideration needs to be given to the legitimation gains that could be realized by pushing the authority for site selection and licencing downwards to municipal authorities with extensive local stakeholder input. Industry may find the changes disadvantageous in the short term, but the alternative is to spread the debilitating confrontational politics of BC salmon farming through the entire aquaculture sector.

While there is more work to be done on appropriate instrument mixes, and especially on the repertoire of self-regulatory instruments suitable in different contexts, a comprehensive research agenda should also attend to the rapidly evolving literature on the dynamics of policy change.
 Lesson drawing from other jurisdictions is a key source of new ideas in policy subsystems, and has often been referred as a potential source of change for Canadian aquaculture. More significantly, federal systems offer opportunities for both lesson-drawing and venue shifting.
  Why has this not taken place in aquaculture or, at least, if they have taken place, why have the effects been so negligible?  What are the implications of the appearance of new actors in the subsystem, particularly environmentalists, and what can be learned from similar developments that have taken place in other resource sectors? While aquaculture policy is not wanting in suggestions for change, understanding how to bring it about remains the more significant challenge.

Part III: The New Political Economy of Transmission Industries: Oil and Gas, Electricity and Water

Chapter VII: "From Black Gold to Blue Gold: Lessons from an Altered Petroleum Trade Regine for An Emerging Water Trade Regime" - John N. McDougall, (UWO ), 

For almost two decades, one of the most controversial concerns raised by Canadian opponents of free trade with the United States was that it would lead to the large scale export of water from Canada. The main point of this chapter is that, in the free trade era, foreign direct investment in the provision of Canadian water services may hold larger national consequences than do bulk-water exports.  Even with the North American Free Trade Agreement (NAFTA), both the economics of bulk-water transmission and the existing federal/provincial policy regime place prohibitive obstacles the way of bulk-water exports, whereas the emerging international trade regime with respect to investor rights and trade in services is creating considerable potential for major foreign investments in, and hence control of, water services.  In other words, the “trade in goods” aspects of market liberalization may have substantially less impact on Canadian welfare, as affected by the use of its water resources, than those relating to rights of establishment and trade in services.  Meanwhile, a similar trend seems to be affecting Canada’s oil and gas sector, as Alberta’s oil-patch is beginning to realize a larger and larger share of its total returns on the export of oil and gas services, as compared with its traditional export of basic petroleum commodities, thus creating a strong interest on the part of at least one major Canadian industry in promoting even stronger international protections for foreign direct investment (FDI).

The remainder of this chapter is devoted to a closer examination of the political economy of prospective bulk-water exports from Canada in the light of the recent history and future prospects for the country’s petroleum industry.  In particular, it is aimed to draw out some of the similarities and differences between the emerging trade regime with respect to water and the past and present trade regimes with respect to oil, natural gas and the construction of pipelines to carry both.  Accordingly, this chapter will examine data concerning the costs of transporting bulk water, the regulatory constraints bearing on cross-border transmission projects, the evolution of the international trade regime with respect oil and gas, the free trade provisions governing bulk-water exports and prospective international investments in Canadian water services, and finally the growing role of multinational corporations in the provision of water services world wide.

The Cost of Bulk-Water Transmission

The cost of transporting of large volumes of fluids by land or sea is considerable, owing mostly to the fact that the systems designed to do so require high levels of fixed capital investment whose amortization adds significantly to the unit cost of delivery.  In their heyday, for example, oil and gas pipelines represented some of the largest development projects in history, rivaled perhaps only by the trans-continental railways and some of the largest electrical power facilities.  No data will be presented here on the aggregate or unit cost of energy transmission systems but, generally speaking, transportation can absorb between one-third and one-half of (wholesale) electricity costs and between one-tenth and one-third of the delivered cost of oil and natural gas.  This has meant that geography (i.e., the distances between major sources and major markets) has played an important role in the marketing of energy resources.  It also largely explains why, in the North American context, cross-border regional market structures prevailed over national market structures for oil and gas, despite earlier government preferences (on both sides of the border) for more restrictive international trade policies.

The economics of international bulk-water transmission do not appear to be very positive, either, a fact that can be substantiated with the simple observation that very little of it takes place anywhere in the world.  (There are a few small-scale operations, generally involving the bulk shipment of water from one country to bottling plants in another country; as far as this author was able to determine, practically no municipal water services anywhere in the world distribute internationally-traded water.)
  Even more convincing is the fact that various schemes have been touted over the last few decades to move Alaskan water by tanker to ports on the west coast of the United States, but none to date has come to fruition.  Moreover, a few Canadian provinces (Newfoundland and Labrador, British Colombia and Ontario) have granted export permits for the export of water by tanker, but a combination of economics and regulatory impediments have killed these initiatives or placed them on hold for the foreseeable future.

To repeat, moving large quantities of water on a sustained basis and over large distances is a very expensive business, probably prohibitively so.  It is physically possible in only five known ways: by ocean-going tanker; by tanker trucks carried by barge; by pipeline; by huge floating bags towed by ship; and by water diversions.
  The best-known and most fully-costed of these methods is that of bulk-water tankers (converted from the more conventional function of shipping crude oil), and the economics of tanker shipments of water are not very attractive.  In fact, the lowest estimated cost of tanker shipments is approximately US$1.14 per cubic meter for a 15 day return trip, and the cost could easily run as high as US$3.60 per cubic meter.
  Meanwhile, in 2001, the wholesale cost of treated water in California, for example, was reported to range from US$400 to US$600 per acre foot, or roughly US$0.32 to US$0.49 per cubic meter.
  In some of the driest regions of the United States, these prices can double.  Nevertheless, even the highest of these prices is currently insufficient to cover the cost of tanker shipments.

Bulk-water pipelines have also been considered and, in a few instances, costed-out as a means of transmitting water.  Again, the economics of such projects is not encouraging.  For example, in 1971, the Libya pipeline project was conceived to pump water a distance of over 1,000 km from the southern Nubian desert to cities on the Mediterranean.  At maximum scale, this project was anticipated to supply 730 million cubic meters per year, the equivalent of a good-sized river.  However, the estimated cost was $25 billion, and the sources of ground-water involved were expected to run out in forty-to-sixty years, so the project was abandoned.
  Meanwhile, at roughly the same time, and closer to home, it was proposed to construct a pipeline to transport water from Alaska to Lake Shasta, in California, a distance of 2,200 km.  The estimated cost here was US$110 billion, yielding unit costs of delivered water at an estimated US$2.40-3.25 per cubic meter.

In light of these figures, inter-shed water diversions may be the only economically viable mode of exporting water in the quantities envisaged by both the proponents and detractors of bulk-water exports in North America.  Even here, however, economic fundamentals – not to mention significant potential for political and regulatory impediments – seem certain to deter such proposals.  Once again, Scott is useful in pointing out how the feasibility of such projects can be undermined by such factors as overall distance, water losses in transit due to seepage, watershed storage capacity, elevation (and therefore the need for pumping facilities), and exhaustible returns to scale.
  Most importantly, by increasing prospective capital costs, such factors threaten to raise significantly the overall debt that the projects must carry and thereby also increase greatly the projected unit cost of the water ultimately to be delivered by the system designed to do so.

For similar reasons, and despite the physical differences in the types of systems involved, the political-economy of existing cross-border natural gas pipelines may provide some basis for expectations concerning the economic, political and regulatory constraints that are likely to affect the cost and over-all feasibility of projects designed for the trans-shipment of water.  During the 1950s and 1960s, the governments of Canada and the United States encountered significant difficulties in achieving the international regulatory coordination required to plan and efficiently complete major cross-border pipeline projects.  Both countries had a system for approving “certificates of public convenience and necessity”, which empowered the companies engaged in such trans-continental projects to prevail over the other economic and social interests they impinged upon.  The difficulty was in getting the requisite authorities on either side of the border to grant such certificates on the same – or even compatible – terms and conditions.

The promoters of such projects also encountered difficulty matching available suppliers with eventual consumers on sufficiently favourable terms – and in sufficient time – to ensure the economic viability of specific pipeline ventures.  More recently, of course, similar problems have befallen different (and contending) projects aimed to link Northern Alaskan and Mackenzie Delta gas reserves to markets in the United States.  In sum, the economics and the politics of major capital projects of this kind are often very difficult to reconcile across the international boundary, and they tend to compound one another.

More theoretically, the most basic economic problem with projects such as major water diversions or transportation systems is that their capital cost is so large that their amortization becomes a significant proportion of fixed costs, and therefore adds substantially to the unit cost of delivery.  In consequence, these costs can become so high that the price the commodity would have to command in the designated market rises to a level that obviates the need for the deliveries in the first place, which explains (for instance) why the promoters of the Alaska pipeline just mentioned have been insisting on a floor price for gas throughout the United States.  Such regulatory protections are deemed necessary because of the fundamental economic problem that the prices earned on gas delivered through such massive projects have to be so  high that they both depress demand and promote alternative supply of the commodity in the intended market, to the point where the projected demand for the delivered commodity disappears.

Meanwhile, this economic obstacle is exacerbated by the required regulatory approval process, which often entails allocation of burdens and benefits among suppliers, transmitters and consumers, all of whom are subject to the different economic and political priorities of the governments involved.  These regulatory nightmares in turn can lead to long delays, add to uncertainties and financial risk and ultimately add to total cost.  Nation-to-nation diplomacy – and issue linkages – are very likely to prove necessary to achieve resolution of these kinds of problems.  In this context, it is worth noting that – despite all the attention paid to the pricing, marketing and security of energy supplies in the Canada-U.S. Free Trade Agreement (FTA) and the North American Free Trade Agreement (NAFTA) – scarcely a word appeared in either agreement about the regulatory approval of cross-border transmission projects.
 There is, therefore, no analogous “case law” under these trade agreements for large-scale projects designed for the transmission or redirection of water.

The Emerging Trade Regime Affecting Oil, Gas and Water Exports 

The point of this section is to compare the differences between the old protective trade regime with respect to oil and gas and the more recent, liberalized one and then to examine the extent to which these differences may serve as a guide to the salient dimensions of a liberalized international trade regime pertaining to bulk water.  The value and validity of this comparative exercise largely depends, of course, on some of the more fundamental similarities and differences between the two types of commodities.

Among the most important similarities between petroleum and water as subjects of public policy – including international trade and investment policies – is their indispensability.  Both resources can be categorized as vital.  That is, it is extremely difficult – and with water it is literally impossible – to live without them.  Both are almost equally necessary for the production of a wide range of highly desirable goods and services, as well as to the enjoyment of a tolerable life in most societies.  In addition, by meeting in a wide variety of ways the fundamental human need for heat and/or motive power, some of the most valuable uses of hydro-electric power and petroleum products intersect or overlap with one another, and therefore all play a part in the various mixes of energy sources consumed by different industrialized societies.  Notably, some oil and gas production methods require access to enormous quantities of water as, of course, does the production hydo-electric power itself (although as the spectacle of Niagara Falls attests, without seriously diminishing the value of other uses of the resource).  Similarly, advanced forms of agricultural production require large quantities of both water and energy as inputs.

Partly because of their qualities of ubiquity and partial inter-substitutability, trade in both commodities raise some fundamental economic questions about the optimal form in which they aught to be “exported”: as the commodities themselves, or as embedded in foods, manufactures or services.  Fresh water in its natural state of rivers, lakes and glaciers presents a particularly striking range of such alternative economic uses: should it enter “trade” as bulk exports, as power exports, as agricultural exports or as ecological tourism?  In other words, in addition to the export of water itself, it is important to consider the possibly higher value of “water-based exports”.  (The same reasoning can be applied the relative value of oil and gas exports as opposed to “petroleum-based exports”, such as petrochemical products).  As Scott has pointed out, the list of goods that can be so categorized with respect to water is quite impressive, and analytically crucial in fully coming to terms with the “opportunity cost” component of the total costs of exporting water as such.  To quote him directly on this point,

Several hydro-electric developments in Canada rely on American markets for the sale of the power they generate.  By importing the hydro-electricity from Canada, the United States is placed in the same position as it would be if it paid for the use of a Canadian river and its generating site.  A second kind of water-based export is of goods that are produced with Canadian water.  An example could be agricultural produce from irrigated lands.  Indeed, Rogers goes so far as to suggest that international trade in foodgrains constitutes a form of water transfer; this line of reasoning could be applied to other agricultural crops as well.  Increased exports of industrial products, from beer to aluminum, that require water or water power in their manufacture could also be included in this exportation category.

Finally, it should not be overlooked that petroleum and water also exhibit some political and policy similarities, as both water and oil and gas involve major political difficulties at the national, continental and world levels.  For instance, both the production of syncrude in Alberta and the provision of municipal water services in Ontario surfaced as major focal points during the recent political controversy over Canada's ratification of the Kyoto Accords.  The export of both water and oil and gas served as even more controversial hot-points in the country's free trade debate in the mid-1980s (and – as we shall see in a moment – a debate continues over whether or not the NAFTA obligates Canada to export water in bulk to the United States).  International wars are threatened – and, by some accounts, recently have been waged – over the possession and control of both oil fields and water resources of the Middle East.

All this granted, there are some major differences between the politics and policy regimes relating to oil and gas in the pre-free trade era and those of both oil and gas and water in the current free-trade era.   The most obvious point to be made in the present context about the pre-free trade era is that water exports and imports were simply not an issue, owing mostly to the economic impediments to the large-scale transmission of water reviewed above.  Most significantly, during the pre-free trade era, there was considerably less international trade in oil and natural gas than otherwise might have been expected, and this gap between trade potential and actual trade was at least in part a consequence of the kinds of national policy restrictions on such trade permitted under the reigning international trade regime.  While there was substantial international trade in oil throughout most of the twentieth century, national oil and natural gas markets were heavily regulated.

The most common instruments of such national market regulation were: 

· quantitative trade estrictions (import/export quotas),

· discriminatory price structures,

· restrictions on foreign ownership, and 

· investment and regulation of infrastructural development.

Space permits only the briefest review of how the new North American free trade regime has constrained the use of nearly all of these approaches to the control and shaping of national energy markets.  Broadly speaking, under the current regime of market liberalization, the first three of these four national policy instruments are explicitly ruled out for oil and gas, and by extension are no longer available for application to the case of water.  In addition, Chapter 11 of the NAFTA gives foreign investors in all resource sectors the right to legal action against any future national policies and regulations that might have the effect of denying them the opportunity to realize a financial return on previous or prospective investments.

More specifically, to begin with quotas and preferential prices, the first two instruments listed, it may be simplest to say (especially for Canadians) that North American free trade completely ruled out another National Energy Program (NEP).  That is to say, the trade agreements forbid two of the key pillars of that program: the diversion of Canadian energy supplies from existing American markets in favour of expanded Canadian markets and the imposition of higher prices on remaining exports than the price charged to domestic consumers.

Similarly, the kinds of preference that the NEP extended to Canadian-owned firms over foreign-owned firms in the exploration and development of "Canada Lands" (territory under federal jurisdiction) would today be in violation of several NAFTA provisions in the investment chapter of the Agreement.  Generically, these fall under the "national treatment" principle (NT) which specifies that, in the wording of one section of that chapter, "[e]ach Party shall accord to investors of another Party treatment no less favorable than that it accords, in like circumstances, to its own investors with respect to the establishment, acquisition, expansion, management, conduct, operation, and sale or other disposition of investments."
   In other words, the NEP's provision of special tax, subsidy, regulatory and other advantages to oil and gas companies with more than fifty percent Canadian ownership – as an incentive both to encourage those firms to engage in particular kinds of performance and to encourage the “repatriation” of existing firms operating under federal jurisdiction – are now out of the question.

This brings us to regulation.  Here, the text of the NAFTA is remarkably vague, given the backdrop of the enormous controversies surrounding the fate of major northern pipeline proposals during the 1970s and early 1980s.  Article 606, titled "Energy Regulatory Measures", creates no precise legal obligation on the part of its members to extend NT to the regulation of the construction of energy facilities (although Section 1 of that article does explicitly extend it to government action with respect to exports and export taxes).  Instead, Section 2 of the article stipulates that each member must ensure that, in the application of any energy regulatory measure, energy regulatory bodies within its territory avoid disruption of contractual relationships to the maximum extent practicable, and provide for orderly and equitable implementation appropriate to such measures.

As NAFTA obligations go, this one seems a long distance from a precise or firmly-binding commitment.

Free Trade Agreements and Water Exports and Investments 

Before extrapolating these changes in the trade regime with respect to oil and gas to the emerging one with respect to water, it is important to note that there is considerable controversy in Canada (and elsewhere) concerning the extent to which the NAFTA is applicable to water exports.  Given the kinds of arguments that have taken place on the matter of trade agreements and water exports, it is perhaps not surprising that the member governments of the FTA and the NAFTA have gone out of their way to provide frequent public assurances that these agreements establish no obligation on the part of any of them to export water.

The chapter and verse of these repeated assurances will not be reviewed here.  However, one recent study has presented a level-headed and fair-minded summary of both sides of this apparently endless debate:

...the three NAFTA countries clearly stated in their joint declaration of December 1993 that the NAFTA does not apply to water in its natural state in lakes, rivers, etc., since the water has not at that point “entered into commerce and become a good” for the purposes of the NAFTA.  The [Canadian] federal government has taken this position all along with respect to the NAFTA and its predecessor, the FTA.  Nevertheless, critics of the government position remain adamant that water in its natural state is covered by the NAFTA and that nothing short of an amendment to the agreement, accompanied by federal legislation banning large scale water exports, will protect our water resources adequately.  Hence, the concerns of critics have not been appeased by the federal government’s recent announcement of a strategy for seeking a commitment from all jurisdictions across Canada to prohibit the bulk removal of water, including water for export, from Canadian watersheds.  Thus, the debate concerning water exports continues.

It is worth noting that the joint federal-provincial strategy referred to did not succeed, owing to the reluctance of provincial governments to cede or compromise their constitutional jurisdiction over natural resources.  However, all but one of the provinces (New Brunswick) subsequently passed unilateral legislation that effectively bans the “bulk removal” of water outside their borders or between their major watersheds.  However, it is also worth noting that, in framing such prohibitions, all governments in Canada seemed to exercise great care to avoid using the term “water exports”, apparently out of a concern that to do so would subject their attempts to regulate this matter to appeals under existing trade agreements.

More recently, the Government of Newfoundland and Labrador received an opinion on this matter that closely resembles the federal government’s position summarized in the preceding quotation.  According to this opinion, 

NAFTA and the [World Trade Organization (WTO)] place obligations on Canada in respect of trade in goods and in respect of investment by the investors of NAFTA parties.  These obligations apply to bulk water only if the sale of bulk water is permitted and bulk water is placed into commerce.  Nothing in NAFTA or the WTO requires a state to exploit its natural resources.  There is, thus, no obligation on Canada to permit the sale of bulk water.  It can do so if it chooses.  Since natural resources, including fresh water, fall within provincial jurisdiction, any decision on the sale of bulk water is a matter for each province.

This opinion goes on to make the case, however, that should a province authorize the sale of bulk water, then relevant rules of the NAFTA and WTO would apply, with two major consequences.  First, barring legitimate environmental grounds for doing so, the sale of bulk water could not be restricted to the domestic market within Canada.  Second, any subsequent decision to stop selling bulk water might involve liability to foreign investors for denying them expected commercial benefits of any investments they had made.

Finally, it is important to explore in greater detail the role of Chapter 11 of the NAFTA in protecting the rights of investors in relation to the possible export of water, potentially to the detriment of  planning and regulation in relation to Canada's water resources.  There are two different scenarios under which Article 1102 can work to obligate Canadian governments to permit the export of water, both involving NT but nevertheless differing with respect to whether the potential adverse discrimination in violation of NT injures investors in a water project or, instead, the potential consumers of the water delivered by it.  The first of these possibilities might occur if both a Canadian and an American investor were seeking separate bulk water export licenses or water diversion approvals.  Here, the government in question is constrained by Article 1102 from granting a license to a Canadian investor while denying one to an American investor – a denial to the latter of NT.  The implication of this is that Canadian governments retain the power to deny water export projects so long as such a prohibition applies to national as well as foreign investors.

The other possibility might occur if one company (domestic or foreign) is seeking to provide domestic water services to Canadian municipal consumers from a watershed within in a Canadian province, and another company (domestic or foreign) seeks to do the same thing (from the same watershed) on behalf of municipal consumers in an American state.  In other words, the comparison is not between licensing a domestic- versus a foreign-owned proposal for exports, but rather between licensing “in like circumstances” two very similar projects for the delivery of water services, with only difference being the nationality of the beneficiaries of the investment.  Here, the implication is that, once certain types of exploitation of Canadian water resources are permitted at all, their benefits cannot be restricted to Canadians.  As a corallary to this, and as discussed earlier in connection with the Government of Newfoundland Report, there would seem to be no obligation under the NAFTA to grant proposals to exploit water resources for export so long as there are none granted, either, to exploit water commercially within Canada.  However, Steven Shrybman has argued that plausible court interpretations of Chapter 11 cast a shadow over even this conclusion.

In fact, it may well be that none of the possibilities raised in this discussion of Chapter II represents, at this stage in NAFTA’s history, a legal or political certainty.  Schrybman's opinion echoes a number of widely-shared concerns – including some on the part of American and Mexican commentators – about the open-ended and untested implications of Chapter 11.  For example, he writes that the investment provisions of this Chapter represent a very significant innovation in the sphere of international trade agreements and many of the terms and concepts engendered by the provisions of this Chapter are entirely untested by trade dispute of (sic) judicial determination.  Making predictions about the likely outcome of prospective litigation arising under these rules is a highly uncertain enterprise.

Worse still, the nature of the dispute-resolution process contained within the Chapter may not even produce clarification of key issues as time passes and cases potentially proliferate, because there is no process of judicial precedent under these procedures that would bind any tribunal to adopting the same interpretation as another tribunal that had considered the same issues.  For this reason, Shrybman writes, "it will be impossible in our view for Canada to develop water policy or regulatory initiatives with any certainty that these would withstand the rigours of investor-state litigation or for that matter, trade challenge."

What can be predicted with some certainty, however, is that even if – for reasons argued earlier in this discussion – few or no proposals come forward in the near future for bulk-water exports, pressures from multinational corporations to expand into the provision of municipal water services in Canada will grow significantly over the foreseeable future.  A number of observers have pointed out that major multinational corporations are beginning to penetrate national markets such as Canada’s in significant ways, to the extent that the large-scale transmission of bulk water may soon become a less pressing issue for opponents of market liberalization than the preservation of government ownership of a critical public service.

A Canadian study of this possibility paints an disconcerting picture.
  Barlow and Clark examine how economic globalization is driving what they depict as a world water crisis. They start by looking at what happened at the World Water Forum in March 2000, where business lobby organizations such as the Global Water Partnership, the World Bank, and some of the largest for-profit water corporations on the planet discussed how companies could benefit from selling water to markets around the world.  The authors then consider how public services such as the delivery of water, traditionally provided by municipal governments in most countries, are being taken over by corporations, frequently foreign owned.  This privatization of water services generally occurs in one of three forms. First, there is the complete sell-off by governments of public water delivery and treatment systems to corporations, as has happened in the UK.  Second, there is the model developed in France, whereby water corporations are granted concessions or leases by governments to take over the delivery of the service and carry the cost of operating and maintaining the system, while collecting all the revenues for the water service and keeping the surplus as a profit.  Third, there is a more restricted model, in which a corporation is contracted by the government to manage water services for an administrative fee, but is not able to take over the collection of revenues, let alone reap profits from surpluses.

To date, the most prevalent of these three models one is the second, often referred to as “public-private partnerships".  Once privatization schemes are implemented, public controls diminish substantially – even though typically the public will have paid for financial guarantees.  Most privatized water systems involve long-term concession contracts lasting between 20 and 30 years, and these contracts are extremely difficult to cancel, even when unsatisfactory performance can be demonstrated.  Meanwhile, some international observers have noted further that the big water corporations have developed a close working relationship with the World Bank and other global financial bodies, and thereby positioned themselves strategically to play an effective role in the World Trade Organization, especially in negotiations to establish a new set of global rules for cross-border trade in water services.
  This adds to the mix of concerns about the future political economy of water the prospects of diversification and expansion of “water TNCs” on the one hand, and of concentration in the global water industry, on the other hand.

TNCs thus appear to be gaining access to a whole range of previously protected sectors of public utilities, including water, and the typical oligopolistic structure of the French market seems to be reproducing itself on a global scale as a result of trade liberalization and privatization.  Collusive behaviour among TNCs is both a cause and a consequence of their excessive market power, and dramatically restricts competition in water supply and sanitation.  There may be a strong need, therefore, for the adoption of appropriate legal instruments able to bind TNCs to fair conduct and consequently to otherwise manage global trade in water services.  However, the overall conclusion remains that nothing in the NAFTA, the WTO or the General Agreement on Trade in Services (GATS) can compel any level of government to privatize local water works, let alone force them to contract with a global firm to do so, but that a move toward any form of privatization would mean that those governments cannot discriminate against foreign-based firms in the provision of such services.  This conclusion is consistent with those arrived at above with respect to water exports and trade treaties.

It remains to be seen whether or not Canadian governments will be tempted to take advantage of the interest of some of the global water giants in operating or fully taking over the country’s water services, especially municipal water systems.  To a limited extent, this has already happened, with just such deals being struck in Canadian cities such as Halifax, Hamilton and London.  In attempting to anticipate how far this phenomenon might spread, it is important to recognize some of the background factors that may facilitate a higher rate of acceptance of this model.  In the first place, such moves would be consistent with the general government preference in the era of neo-conservatism for private investment – including foreign direct investment – as a substitute for local taxation in meeting both capital and operating budget requirements.  Selling off erstwhile public assets seems a more attractive option for municipal politicians than facing the flack associated with raising taxes.  At a more profound level, however, it is the grip that neo-conservatism seems to have on the Canadian business community, rather than its dominance of the country’s public philosophy, that seems more likely to smooth the way for more FDI in Canadian water services.

In fact, the extent to which the orientation of Canadian business has become transformed in the neo-conservative and free trade era is quite striking.  It seems fair to say that free trade would not have come about if dominant Canadian business interests had not abandoned their traditional insistence on the preservation of a national economy and instead embraced the free trade option.  However, matters have moved well beyond that initial repudiation of national protectionism.  Today, Canadian business not only places a higher priority on market forces than on state intervention, it is beginning to place a higher priority on the American than on the Canadian market.  Where foreign direct investment flows were once almost entirely one way – from south to north – they recently have evened out, and during the past year or so they have begun to flow more heavily from north to south.  Thus, according to the Department of Foreign Affairs and International Trade (2003, Table 2.4.1, 31) the compound annual growth rate of outward Canadian foreign direct investment into the United States has risen from 0.35 percent in 1989-94 to 16.38 percent in 1994-02.  Meanwhile, the comparable figures for inward US investment into Canada have fallen from 26.33 percent to 16.63 percent.  This growing desire of Canadian businesses to penetrate the American (and other foreign) markets with investments, rather than simply exports, means that they have taken on an even greater hostility to what remains of Canadian economic protectionism, especially with respect to investor rights.

Knowing as they appear to do that investor-access to foreign markets is generally available only on a reciprocal basis, a substantial proportion of the Canadian business community now lobbies the Canadian government to make the country more open than before to trade in services (for example) so that it can more effectively acquire more open access for similar investments in other countries.  As a result, according to Stephen Clarkson, “Now thinking of Canada more as a home than as a host country for foreign investment, Ottawa’s trade officials welcomed the tough rules that the United States wanted to impose on the world.”
  Having grown to enjoy their recent status as free-traders, it seems, Canadian business people now fancy themselves as foot-loose international investors. The potential economic benefit to Canadian industries from such reciprocally-liberalizing changes is difficulty to quantify precisely.  However, it seems from occasional coverage in the business pages of the country’s major newspapers that the Canadian "oil patch", for example,  is increasingly populated by firms with less interest in exporting oil and gas to the United States than in exporting world-wide their technological and managerial knowledge with respect to the discovery and optimal exploitation of oil and gas reserves.  More concretely, a recent Statistics Canada review of the Canadian oil and gas equipment and services industry reports that it “presently holds a 3.5% share of the world market, and is the sixth largest exporter in the world. Its industry is recognized as a leader in a number of specialized recovery and processing products. Canadian exports are expected to increase by 12-13% annually.”

More specifically – and in keeping with the overall linkages explored in this discussion – there is also the possibility of some trading off between the interests of the emerging private water-services sector and the maturing oil patch in Alberta, whose firms – with much encouragement from the Alberta government – are striving more and more to add earnings associated with the export of oil and gas services, technology and managerial expertise to those deriving from the export of oil and gas themselves.  In fact, for the years 1998-2000, between 27 and 30 percent of the overall revenues flowing to Canada’s oil and gas equipment and services industry were generated by service exports.
  More broadly, the average annual growth of Alberta’s export of services in all sectors between 1989 and 1999 was 7.9 percent, or from $1.7 billion in 1989 to $3.6 billion in 1999.
  

Moreover, as Stephen Clarkson anticipated, these figures have encouraged the Alberta government to press for an intensely liberalizing stance at international trade negotiations, whether at the WTO, the GATS or the Free Trade Association of the Americas.  This link is drawn explicitly in the Alberta Service Exports Survey
 and is elaborated in more detail in this passage from an earlier provincial study:

For purposes of the GATS negotiations, the federal government requires an accurate assessment of the trade barriers encountered by service exporters in this country.  In coordination with the Department of Intergovernmental and International Relations, who will provide the Federal Government with Alberta’s position regarding the GATS negotiations, Alberta Economic Development [AED] has initiated this research to provide updated and reliable information on trade barriers faced by the province’s services exporters by market, sector, mode of supply, and type of barrier.

This undertaking was part of a wider initiative on the part of AED “to support government efforts in developing trade initiatives and in reducing trade impediments in key markets and be an advocate for open competiton.”
  There is ample evidence that a substantial portion of this initiative was aimed to persuade the federal government to “schedule” substantial commitments of its own toward the further liberalization of the domestic market for foreign-based service providers across a wide spectrum of industries. 

Conclusion: The Effects of Free Trade Agreements on National Resource Policies 

The foregoing analysis of changes in the oil and gas trade regime and their possible application to an emerging water trade regime seems to support three principal conclusions.  First, actual trade in bulk water is unlikely very soon, if ever, to overcome the constraints imposed by the very high cost of the long-distance transmission of bulk water.  Thus, interestingly enough, even under the new free trade regime it is highly unlikely that bulk water trade will ever replicate the continental pattern of oil and gas trade and transmission that grew up even before free trade.


Second, for this reason – plus the fact that the NAFTA does not significantly alter the exercise of national regulatory powers over the construction and operation of major transmission facilities – the most consequential characteristics of the new free trade regime with respect to water are not those pertaining to commodity trade and transportation at all, but rather those pertaining to rights of investors.  The principal policy challenge associated with water in contemporary North America is not to prevent the large-scale alienation of the commodity to foreign consumers – the hew and cry of an earlier generation of "nationalists" in relation to oil and natural gas as tradable commodities – but rather the wholesale takeover of local water services by foreign investors, particularly in the form of mammoth TNCs.

Third, in consequence of this, the relative shift in the focus political controversy from oil and gas in the 1970s and 1980s toward water in the present decade neatly parallels a more general shift in the relative significance of the investment as opposed to the trade provisions of the emerging market liberalization process, both continental and global.  From the vantage point of the evolving balance between state and market, the regime constructed by the GATT – primarily in order to reduce tariffs on manufactured goods – left plenty of room, as we have seen, for interventionist and protectionist resource policies of the kind adopted by both Canada and the United States during the Cold War era.  Today, the more comprehensive and ambitious free trade regime dominated by the WTO – including the GATS and TRIMS – are aimed to severely constrain national governments from framing or retaining policies that impede TNCs from encroaching on national-, provincial- and local-government delivery of important public services, ranging from health care through municipal water services to education and a host of environmental management  functions.

Meanwhile – and in conclusion – the political side of Canada’s political economy of resource policy is changing according to the entrepreneurial priorities of Canadian-based resource companies.  Just as during the 1950s, 60s and 70s there were domestic groups with a strong economic interest in wider continental markets for Canada’s oil and gas – and therefore pressing for less restrictive Canadian policies toward both exports and imports – today there are similar domestic groups with a strong economic interest in expanding Canada's share of the growing world market for commodity-based service industries, who therefore press for less restrictive national policies world-wide toward foreign investment and rights of establishment. 

In short, at least some of Canada's resource industries are coming to rely less on commodity exports and more on exports of high-end services.  The long-term secular shift in the composition of advanced industrial economies from resource, through manufacturing, to service sectors is not only happening to Canada's resource industries, it is happening within those industries, or at least some of them.  Correspondingly – and ironically, given the “mix of oil and water” that forms the basis of this discussion – the day might come when Canadian trade-negotiators are be tempted to "give" foreign investors access to Canadian water services in order to "get" access to foreign markets for Canadian exporters of oil-field services.  To the extent that this happens, it will serve as yet another reminder of how far the process of market liberalization is reaching into national policy-making processes and priorities.

Chapter VIII: “Between Old Provincial “Hydros” and Neoliberal Energy Regimes: Electricity Energy Policy Studies in Canada" - Alex Netherton, (SFU) 

Introduction

Canadian intellectual life and political discourse has looked at “hydro” as a provincial, regional or local affair insulated from national and  international politics, save when episodic wars and “blackouts” raise questions of strategic interregional and international interdependence. Canadian electricity originally came from water resources, and these resources still account for 60% of electricity produced in Canada, hence the term “hydro.”1 In the pre-war period power utilities often emerged from their role in proving electricity for city lighting and urban transportation monopolies.2 The most powerful utilities were  vertically integrated (they produced, transmitted and sometimes distributed electricity) monopolies that connected remote dams to urban and industrial markets. Growing urban populism challenged this monopoly capital by means of public power movements and its more conservative “regulatory” alternative. A  variety of functions and ownership emerged. Some utilities exploited urban distribution monopolies, others concentrated on the production of power for staples industries. Rural municipalities and cooperatives tried to buy cheap power for to distribute economically to sparse markets. At the same time federal and provincial governments contested for control over the ambiguous jurisdiction and regulatory authority over “hydro,” a battle that was effectively won by provincial governments.3   During the post-war period  rural electrification programmes and uniform or “postage stamp” rates (or prices) effectively provincialized the policy regime.  By the 1960s the dominant organizational model for provincial electricity policy regimes centred on state owned vertically integrated monopolies, provincial hydros.   This historical definition has confused both organization “regime type” with a staple metaphor “hydro.” The argument developed in this paper begins with the observation that neither of these association are currently valid.  Indeed, much of our effort below is in spent unpacking these metaphors and conceptualizing the significant changes in the regime.  Why have we left or electricity policy metaphors frozen for half a century? 

“Hydro” has not the subject of great national debate nor related the great international upheavals stemming from the carbon economy. The post-war development of the sector had not depended upon US markets and capital–as in the case of Canada’s petroleum industry.  There are no national energy policies for electricity that commanded great regional resistance.  Nor are there foreign invasions to establish ‘friendly’ puppet governments allowing us secure access to hydro resources as there had been for international oil. Indeed, provincial governments have worked in uncommon harmony to preserve their autonomy. 

Policy autonomy  has been  matched by resource endowments, institutional expertise and financial power.  The combination provided provincial governments the capacity to pursue singular electrical energy policy strategies ostensibly oriented towards fostering economic growth, based upon powerful policy regimes centred on state owned utilities that commanded resources, invested in infrastructure, produced, distributed and marketed energy.  Four provinces, BC, Manitoba ,  Quebec  and Newfoundland, developed massive hydro-electric energy strategies.4   Ontario, Canada’s largest province, embarked upon a coal and nuclear energy strategy.5 These provincial hydro regimes, like the spread of roads, have reshaped the Canadian sociosphere through a half century of mega projects, river diversion, drainage regulation, nuclear and coal generation projects, transmission corridors and uranium processing facilities whose imprints will be felt and seen long after their present functions have finished.

Hydro has never been a policy field void of politics. Serious political debates and contestation have occurred on a provincial and regional basis, particularly since the 1970s when the construction of hydro mega projects were associated with “pre-built” export strategies.  The then popular phrase “negotiating with a bulldozer in the back yard” reflected the plight of  Aboriginal Peoples displaced and marginalised by these provincial hydros.  Their resistance was joined by human rights support groups, environmentalist concerned with the effects of energy infrastructure, and by the small but powerful groups concerned about political accountability, fiscal and financial health when these powerful regimes pushed their limits. These powerful, closed and regimes were apparently also characterized by a high degree of path dependency, meaning that there is not much that could be done to by agents to change outcomes.  As in other staples metaphors, the agency and autonomy were reduced to questions of technology and economics.  We will term this below an assumption of “autonomous technology.” 

The current debate about hydro concerns more directly, the policy regime.  The underlying assumption is that the traditional hydro regimes themselves are the source of much of our energy problems, and that remedy relies in restructuring into a more market disciplined neoliberal regime. In a very direct sense the new politics attack the very regimes that have modernized provincial infrastructures. The contestation over the implementation of market “reforms” is similar to the class and populist conflict over free trade, globalization and continental integration.   G. Bruce Doern argues that this has led to a  “power switch” in all energy regulation.6  At the same time, it has to be said that the game is not over yet.  The provinces that have started restructuring processes have not reached stable plateaus–while those jurisdictions that have studiously avoided change, may not be afforded that luxury for long. Why?  As we shall see below, this outcome is the result of a diverse set of factors.  These include the recognition of Aboriginal legal rights and increasing political power of First Nation governments, a national commitment towards a sustainable economy, shifting technologies of communication and energy production in the new information/service economy and,  increasing global and North American integration, significant failures in “reform models” and increasingly politicized constituencies.  In developing this analysis below I will make two conceptual arguments, one that to understand the “new” politics of hydro, it is best to think of hydro (or electricity) as a networked system of technology.  Second, when examining the process of change to explain the specific form that contemporary electrical energy governance has taken, it is worthwhile to use a social learning approach that emphasized three concepts, paradigm shift, new regimes of governance, and changed definitions of region for energy markets and regulation. 

We proceed as follows. The next section discusses the growing sources of complexity of the electrical energy sector.  This is followed by a consideration of the theoretical and analytical frameworks that have been employed in the field.  Next is recasting of the problem in terms of technology and social learning.  Last is a listing of important research gaps that ought to be addressed in the field. 

Sources of Complexity 

Contemporary electrical energy politics have emerged, in a practical sense, from purposeful activities of the state, policies that have sought to redress old wrongs and resolve long standing problems as well as policies that are oriented towards a new or broader set of objectives.  We can look at three interrelated sets of changes



During the postwar period the historically powerful provincial hydros were concerned with fostering investment in infrastructure to meet anticipated energy needs over all other social and environmental considerations. What these regimes excelled at, then, was the production of abundant energy at low cost. Indeed, the maintenance of ‘postage stamp’ rates meant that residents of each province were equally able to benefit from an implicit redistribution.  There was no attempt to make energy policy paradigms more efficient–or to practice conservation as a substitute for investment. 

First Nations and Aboriginal Rights

As provincial utilities gained the technology and capital to exploit remote river basins, Aboriginal peoples paid obvious costs, through displacement and loss of resources, for this form of modernization. And yet, there were no legal or procedural  mechanisms available to redress this situation.1  By the 1970s First Nations’ peoples were beginning to a legal defence of their collective or “Aboriginal” rights to land. Following the 1973 Caldar Case, governments in Canada had to accept the concept of Aboriginal title to law.  Later the same year, the  James Bay Cree and Inuit gained a legal injunction stopping construction on the multibillion dollar James Bay I project, an move that resulted in the first modern land claims settlement in Canada (1975). Later during the decade a commission of inquiry into a proposed Mackenzie Valley pipeline transporting natural gas from Alaska to the United States was the focus of a federal inquiry.  The Berger Report, as it was popularly named, set a precedent that regional social, economic, and environmental impact assessments had to proceed mega projects, and that issues of land claims with Aboriginal Peoples had to be settled and implemented for a decade before projects begin.7   These politics and precedents were to expand the set of regulatory criteria for energy policy decision-making and ensured the recognition of Aboriginal Peoples, as key agents in the political economy of northern energy resources.  Clearly, the idea of ignoring Aboriginal title to resource was a thing of the past.   

Several political and legal precedents were set in the subsequent two decades to cement these trends. There were successive failed attempts to constitutionalize a more precise meaning to the concept of Aboriginal rights during the period of constitutional reform, 1980 to 1992. The concept of Aboriginal Rights, however, was placed in the 1980 Charter of Rights and Freedoms, leaving the judiciary the role of giving it more precise legal definition.  During the 1990s the federal government established a Royal Commission on Aboriginal Peoples, whose report asked for an apology and complete restructuring of relationships between Aboriginal Peoples and the Canadian state.  Several Supreme Court cases also embedded the importance of Aboriginal oral culture as a means to sustaining claims to traditional lands, as well as revitalized traditional treaty rights over contemporary resource management policies.8 

Needless to say, these politics had impact on energy policy. The Government of Manitoba, along with the Government of Canada, negotiated a Northern Flood Agreement (1978) resulting from the Churchill River Diversion, and then, through the 1980s settled claims from earlier flooding.  During the 1980s the James Bay Cree were effective in stopping a “James Bay 2" and also in ensuring that all energy projects built for export would be subject to environmental regulation by the Canadian Environmental Energy Agency and the National Energy Board. By the 1990s, when Aboriginal Peoples approached negotiations with provinces and their utilities, the operative word was “partnership.”

Environmentalism and the Sustainable Paradigm

The confrontations between Aboriginal peoples, environmentalists and related social movements with embedded provincial energy regimes during the 1970s was given greater significance by the post OPEC oil shocks and the rise of a series of conservation and ecological management ideas culminating in the 1987 Bruntland Report.9   G. Bruce Doern argues that after Brundtland the Canadian government  began the process of institutionalising a “sustainable” energy policy paradigm10. 

During the 1980s a reluctant federal government made all energy projects built for export the subject of an environmental review.   In 1995 the Canadian Environmental Assessment Act empowered the federal Department of the Environment and the new Environmental Assessment Agency opened up previously closed policy opportunity structures.  Provincial governments also implemented their own  environmental policies. 

During the 1980s and early 1990s several new ideas grew that challenged the older mega project modernization strategies.  Given historical cheap power policies, the older energy strategy appeared as a self fulfilling prophesy the provision of abundant inexpensive dependable energy lead to the demand for more energy–and more investment in mega projects.  Especially after the 1970s oil shocks energy regulators and managers began to look at conservation strategies that would save investment.  Techniques such as Integrated Resource Planning became ways that integrated utilities could plan for a more rational relationship between resources and end uses.11 

The search for alternative sources of energy led utilities, under the assumption of rising prices, to contract out with independent, small scale producers.  The emergence of independent power producers was more highly institutionalized in the United States under a 1978 energy policy that purposely sought to foster the development of alternative energy sources and producers, and forced major regulated utilities to buy their more expensive energy.12  The success of this alternative energy strategy, however, would depend upon the continual rise in general energy prices.  

The Shift from Keynesianism to Neo-Liberalism in Canada 

The turning point for energy policy paradigms came with as the Canadian state began to shed the Keynesian paradigm for economic policy and began, instead, to turn towards more market based economic strategies. There  is a progressive relationship between the trio of neoliberal strategies ( privatization, deregulation and fiscal orthodoxy) and a market based petroleum and natural  gas policy, but less so with respect to electricity.

The adaption of neoliberal or a market based oil and gas policy stemmed from the political failure of the more dirigiste Canadian National Energy Policy and the election of Prime Minister Mulroney’s Conservative Government in 1984.13  The dismantling of the National Energy Policy and the deregulation of oil prices signalled a greater commitment to market forces.  This followed by the complete deregulation of the natural gas sector–a sector that has had been dominated by vertically integrated firms that linked command over resources with pipeline networks.  The deregulation of this sector, then provided an important precedent of the electricity sector. 

Clearly publically owned utilities that were in financial difficulties or that needed investment capital were targets for privatization.  Hence Nova Scotia’ public utility was the first utility in Canada to be privatized–and in 1994 the Government of Newfoundland seriously considered doing the same. 

The Establishment of Neoliberal Trade Regimes 

Participation in multilateral trade regimes became a cornerstone of Canadian economic strategy from the mid 1980s until the late 1990s.  The Canada United States Free Trade Agreement included an energy chapter, that deregulated the control over prices and quantities of energy in international trade, and made commitments towards sharing market access, a particularly bothersome problem for Canadian hydro utilities trying to export surplus energy to US markets. Although the energy provisions of the FTA would affect regulation, they did not really affect the terms of trade in electricity between Canada and the United States.  The terms of the North American Free Trade Agreement (NAFTA) differed slightly in that it’s FTA like terms covered Canada-US energy trade, but Mexico did not give its NAFTA partners open access to its energy. 

Any response to international trade liberalization would be delayed, as trade, for war constrained by the technical capacity of existing international transmission interties.  Beyond this obvious barrier, the lack trade response to the FTA was also due to regime effects.  Under the traditional policy regimes, there was no real advantage for interconnected utilities to increase levels of trade.  Utilities in each jurisdiction were vertically integrated monopolies (VIMs).  In these conditions, utilities will trade to make there operations more efficient, and to take advantage of daily (and seasonal) differences in their peak demand.  Trade was attractive between Canada and the United States, for example, because Canadians had a surplus of energy to export during the summer when US utilities needed energy for air conditioning, but needed energy in December when US souther utilities have surplus capacity. 

Exchanges would either take the form of short term economy trade (where prices are determined by the differences between marginal cost of production) or long term firm contracts, where sellers commit to selling particular levels of energy at particular times.  Economy trade entails no long term commitments as buyer or seller can stop transactions at any time without penalty.  Firm power trade, however, entails take or pay contracts.  A firm supply contract is, theoretically, an economic substitute for new investment. Quebec Hydro’s long term supply contract for power from Churchill Falls, Labrador, has, for example been an integral part of its mix of domestic supply. But the Churchill Falls contract was a major exception. Canadian utilities tended to plan and operate on a provincially defined market region, resulting in an overinvestment in capacity. 

Within the United States regulatory regime, utilities could not use trade as an alternative to investing in energy capacity.14 As vertically integrated utilities, they would have to keep sufficient (capacity) reserves to compensate for loss of trade and  key generation capacity.  At all times they would be committed to providing for all the energy needs in their monopoly area.  Even if there were need for Canadian energy in more remote regions of the continent, it was difficult to get the energy there. Canadian utilities did not have access to the US transmission lines and local US utilities were not obligated to “wheel” or transmit power that they themselves were not going to use.  More importantly, American importing utilities were governed by a rate-based regulation that rewarded them according to their levels of investment. As much as Canadian energy could play a part in solving regional energy supply shortages, particularly after the failure of the nuclear option to become a substitute for coal,  it would not stand as a substitute for investment.  The more an American utility relied upon imports,  the less profitable it would become.  Pressure to change the regulatory system was interpreted by the US coal lobby and the Reagan Administration as underhanded attempts to subsidize Canadian utilities at the expense of US Coal.15  

Neoliberal Epistemic Ideas for Electrical Utilities 

During the 1980s neoliberal approaches to electrical utilities were developed into models applied to particular jurisdictions and advocated as more universal epistemic model that would open up global markets for energy infrastructure and services.  It ought be noted that all of these ideas assume that they state actively create markets for electrical energy. They were part and parcel of a renewed attempt to take politics out or energy, not unrelated to the de-politicization of economic life under globalization. 

The general contours of the new utility model stemmed from demonstration effect of the Thatcher revolution in the United Kingdom.   In this model, the  vertically integrated monopolies  (VIMs), or utility companies that produced, transmitted and distributed energy, were broken up into  generation utilities (GenCos), companies that ran the transmission grid (TransCos), and distribution companies (DisCos).  This unbundling or vertical disintegration allowed, theoretically, for generation companies  to compete against each other.  In this new utility structure, the TransCos, became, as well, the central independent system operator (ISO), the entity that maintained open access and fair competition for all the competing entities and managed the market that tied all the components together. The new “electricity market” could be institutionalized in a variety of forms, from short and long term bilateral contracts, general agreements on the value of historical assets, common pooled tariffs, and the creation of a spot market outlining the short term present and future value of electricity.  In this new system, marketers can buy and sell energy as well as energy services, such as conservation technologies or special metering devises that allowed consumers to manage consumption. Given the complexity and diverse economic relationships within the new regime, the whole system would have to be regulated by an independent regulatory authority that operated in a quasi judicial process. The model offers competition among electricity generators instead of monopoly, and the use of markets to integrate energy consumers, distributers and generators. 

There are several variations of this model.  The most radical is the “full retail competition” where individual consumers can  purchase electricity from a generation company of their choice–they are no longer tied to the marketing  services of an established distribution company.  In this model prices are determined by either by special bilateral contracts negotiated between consumers and competing producers, or by spot market.  

The least radical alternative is a “leading agency” model. In this case existing vertically integrated monopoly regimes can be changed so that utilities can buy and sell energy from independent producers according to a transparent and fair process, and also award open access to their transmission services to other integrated utilities according to a general tariff.  The processes of buying and selling, as well as the access to transmission grids would have to be regulated by an impartial regulatory authority.  The policy regime maintains the advantages of integration, and is also subject to the discipline of competition, should economical alternatives exist.  Since the former utility is still the major energy supplier, it could, in theory, exert a great deal of “market pressure” on the price of electricity in a competitive market. 

Strictly speaking electricity is a manufactured commodity, not a natural resource.  Electricity is manufactured by turbines powered by different technologies–each with their own cost structure and uses.   Hydro generated electricity, for example, is very expensive to develop, but offers abundant long term energy at low cost.  Large scale coal generation plants  offer  relatively inexpensive base load electricity–but comes with a high environmental costs.  Nuclear energy is similar in many ways to hydro electricity, save the nuclear fuel cycle has high, as yet undetermined economic and environmental costs, and nuclear plants face high future decommissioning costs, making them a high risk investment.  Alternative technologies have a variety of specialty uses and cost structures, but are not normally efficient enough to use as main or base load supply of electricity.  One particular technological innovation, the combined cycle turbine engine, allows the use of natural gas for the efficient generation of electricity. This technological convergence encouraged the emergence of large scale energy conglomerates, as noted below. 

When state authorities begin the process of establishing open electricity markets, they are confronted with problems of stranded assets and benefits. “Stranded assets” refers to the value of the facilities that can no longer produce energy at competitive prices in the new competitive markets.  Stranded assets, on the other hand, refer to the historical value of low cost energy that may be lost when prices rise to their ‘competitive’ price.  All market creation schemes have explicit or implicit plans for covering these features. 

International institutions, such as the World Bank, also picked up on the model in so far that it was useful for the promotion of private capital investment. The World Bank wanted a means of bypassing what it considered to be corrupt and inefficient public enterprises and public administrations.  What was needed, however, were conditions conducive to encouraging and respecting the rights of foreign capital to participate in long term infrastructure investment, in other words, for states to reshape their energy market structures according to this new model. World Bank financing became conditional on the use of private capital for infrastructure investment. From the very outset, therefore, the new epistemic model implied the establishment of transnational markets in energy infrastructure capital, and the transfer of technology via international capital. It became a vehicle sponsoring the growth of international energy corporations, a process that was also accelerated by the transitions from the state socialist to market economies in Russia and eastern Europe.16 

US Restructuring and its Initial Impact on Canadian Energy Policy Regimes

The American federal government has historically taken the lead in shaping the regulatory model used by state and local authorities in governing the energy sector.  Federal authorities have the power to regulate all interstate trade in electricity, gas and oil–and this is the basis of the political power used to shift energy regimes.  In 1992 the United States Energy Policy Act represented bold initiative to establish competitive markets for the supply, transmission and distribution of electricity  throughout the United States and, through trade, Canada. 17 At time of writing the outcomes  of the project in the United States and Canada are still not certain, yet the policy has certainly made an impact on every jurisdiction in North America.  Even in the context of a more centralized federal system, this was a bold policy that risked opposition from states that normally guarded their regulatory autonomy. 

The 1992 Energy policy envisaged the restructuring of all utilities along the epistemic model described above.  Additionally, The United States was to be organized into a set of five Regional Trading Groups (RTGs).  Each of these groups would form the rules and conditions of trade within each area.  Eventually, Canadian utilities would have to be part of an RTG in order to trade within  US market. The legislation gave the US Federal Energy Regulatory Commission (FERC) the power to establish the new regulated market, making a defacto supra-national regulating agency within North America.   Canadian policies and responses, as we shall see below, implicitly assumed that FERC had emerged with extraordinary and unchallengeable powers to reshape the North American energy regimes. 

Four initial FERC regulatory orders and policies with significant extraterritorial impact provide the parameters of the attempt to institutionalize a new  energy policy regime in the 1996-200 period. In 1996 FERC authored Order 888, commonly known as the “open access” or “reciprocity” provision.  This ordered utilities wanting to have access to US markets to allow access of US utilities to their markets.  This could be done in a number of ways. At a minimum, utilities had to undergo an internal and accounting reorganization along the lines of the epistemic model outlined above.  After having set up separate accounts for generation, transmission and distribution, each utility could therefore outline a series of consistent market prices for the use of its transmission system.  These open access tariffs, or the costs that the utility would charge others for wheeling (transporting) their energy would then apply to all who wanted to use the transmission.  The condition of open access meant that utilities who wanted to trade in the US could not bar other utilities access to their system.  Even the transmission system in VIMs, therefore, acted as a common carrier and would have to make internal charges to its generation division the same rate it charged others.  Along with  888 was Order No. 889 demanding that the utilities had to use the same time sharing data system.  As we shall see below, the idea of a market for electricity depends giving instantaneous price signals using the advanced levels of information technology. In 1997, in response the wave of mergers and acquisitions that came with deregulation, FERC  issued Order No 592, a policy that attempted to ensure that corporate mergers and restructuring did not thwart the intent to establish competitive markets.   Finally, in December 1999, FERC issued Order No. 2000, asking that all utilities  wanting to trade in US markets apply to join a RTG by October, 2000, or show cause why they have not done so. 

Provinces with established electricity trade with US utilities were quick to the mark with minium compliance with FERC 888 and 889.  Quebec and British Columbia were the first jurisdictions—and the Government of Ontario challenged FERC and received a clarification that significantly reduced the scope of necessary change to trade negotiated under new contracts. Manitoba, as well, made minium accommodations.  Later, the governments of Quebec, Newfoundland and Labrador, Ontario and Alberta would make substantial changes to their electrical energy policies or regimes, and successive attempts to substantially change the energy regime in British Columbia would be derailed by opposition until 2001 elections left a new government without parliamentary opposition.  

By 2000 several different models of the new energy regime had emerged in the United States, but the most symbolic new starts were costly failures.  In California, the flaws in the initial model negotiated among key stakeholders  stumbled onto a financial and policy disaster. Policy failure and the bankruptcy of large distribution utilities destroyed the support for FERC and its market regime within the state.  A great deal of uncertainty, therefore, grew around the “deregulation” issue.  Other factors also worked to undermine confidence in the ‘deregulation’ process.  Enron, the star of the new transnational energy companies that had grown on market deregulation and used the new utility regime as an global investment opportunity, declared bankruptcy under the shadow of systemic accounting improprieties.  Political attention then turned  towards holding the new economy corporations more accountable.  Energy policy debate then  turned toward establishing a “standard market design” (SMD) that would guide utilities in forming the market rules within newly formed RTGs.  In July, 2002, FERC issued a notification that it would make rules concerning a standard market design.  This was followed in 2003 with a white paper and a consultation process.  However, in 2004, at time of writing, FERC has not finished this process, and the Institutionalization of the RTG’s has also bogged down.   Significant opposition to the FERC model has developed in the south as well in California–implying that despite the ample administrative and legal power, FERC and federal authorities in Washington will have to find a compromise to meet regional interests as it delineates its ‘standard market design.’ 

Restructuring in Canada 

There was not a national response to the rise of FERC as a supranational energy regulator during the 1990s. In keeping with the practice of a much more decentralized federalism, the provinces were left to take the lead in responding to the FERC.  After an initial lag, the US 1992 Policy has made substantial policy effects. 





Ottawas initial policy response was to survey the potential benefits to be gained from increasing interprovincial and international trade and then to the key actors in policy regimes, provincial governments and their utilities, on support for an expanded role for Ottawa in regulating electricity trade.  At a minium, for example, Ottawa sought support to act as an arbitrator in trade disputes.  However, the federal government failed to get significant support for that role.  Though  NEB and Natural Resources Canada officials met with FERC, no Canadian energy policy statements came out of the process.   It has to be said, as well, that Ottawa was already committed to a neoliberal reshaping of the energy sector and related ideas would already be embedded in the negotiations about energy provisions in the WTO and NAFTA negotiated in the early 1990s.  Provinces whose energy policy objectives had been thwarted by the denial of access to long distance transmission would also support the initiative. Three examples mark provincial energy policy debates, British Columbia not being able to wheel power along the Pacific Northwest to California, Manitoba not being able to negotiate a Western Power grid or directly export to southern regions of the United States, and Newfoundland and Labrador energy from Churchill Falls not being able to wheel through Quebec to continental markets. Needless to say, the ideas embedded in the FERC initiative would also have a Canadian constituency.  By the mid decade it was clear that FERC emerged as the supra national regulator. 

‘Difficulties of a divided jurisdiction’ may also explain the lack of a national response or even a mirrored or coordinated Canadian regulatory response to FERC.  Jurisdiction over hydro resources and electricity were mixed.  If hydro, coal and nuclear fuels are considered as resources, then ownership places provinces in a dominant position. When electricity is defined as a utility regulatory regime, then the combination of provincial public ownership and provincial rate regulation also excludes a significant federal role.  In terms of issues such as international trade and system reliability, however, Ottawa has regulatory jurisdiction, administrative expertise and policies in place.  However, Ottawa was never able to gain provincial support to regulate trade in interprovincial trade.  Without a “national grid”, then, Ottawa’s regulatory powers were not of much importance. This is not to say that the Canadian government was without influence.  Doern indicates that the deregulation of the energy sector has been accompanied by an increase in horizontal regulation.  Here the federal government shares, with the provinces, important regulatory responsibilities over the environment and environmental assessment.   Though a good argument can be made that federal influence over electrical energy policy will increase, not decrease with restructuring, it is also patently clear that provincial jurisdictions were the locus of response to the 1992 US Energy Policy Act. 

Several Canadian provinces have switched policy strategies on the FERC restructuring model–opposing it on principal and then working with it, while other jurisdictions quickly embraced it only to modify their enthusiasm as the pleasure of design gave way to the realty of implementation and adjustment.   Focussing first on four major hydro based electrical energy policy regimes, we see in Table 1 a diversity of responses. First, all provinces with hydro-based utilities, save that of Newfoundland and Labrador, quickly made the minimum concessions to accommodate the four sets of FERC orders and policies. Then the provinces of Quebec and British Columbia went much further.  Quebec separated its transmission from to establish an open wholesale market.  British Columbia conduced a more complete organizational unbundling,  establishing an independent Transmission company that will oversee th e operation of an independent wholesale market, and rely upon IPPs for new energy supply.  For practical purposed, the isolation of the island of Newfoundland makes FERC orders not particularly relevant.  On the island, an unorganized mix of private (Fortis) and public utilities need reorganization–a major policy goal of the present government. 

Table 2 indicated that of the six  jurisdictions with “mixed” three jurisdictions have completely restructured their energy regime to make variations of  wholesale an retail marks.  Alberta has already institutionalized full wholesale and retail access markets.  Ontario has reorganized, but backed away from a creating independent markets.  The present plan is to maintain a modified market where, among other things, rate regulation will protect consumers from price escalation and volatility.  The government of New Brunswick with more generation capacity and transmission than any other maritime province, has also reorganised to institutionalize a less volatile bilateral wholesale market.  Nova Scotia, through its trade relationship with New Brunswick, has also committed itself to a minimal version of open access reorganization and a more competitive energy market.  Saskatchewan, like Manitoba, accommodated FERC orders and policies while maintaining a vertically integrated utility and avoiding the establishment of an independent whole sale market. 

The Proliferation of Actors and Enlargement of Networks 

 What advocates term the “market reform movement” has completely reshaped the range of actor identities within the policy sector and witnessed a tremendous expansion of electricity sector capital.  As noted earlier, restructuring integrated utilities produces from three to five new institutional entities, a genco, transco, and disco, and then, depending on circumstances, an independent system operator, ISO, institutions to manage stranded asset debts, as the Ontario Electric Financial Corporation, and a range of institutions, (some recycled from 1980s reforms) with authoritative conservation mandates.   The expansion of markets has also led to the rise of a range of large “marketing” companies.  Each of the Canadian hydro based utilities, for example, that have extensive trade relations in US markets, has separate marketing divisions or, as in the case of BC’s Power Exchange Corporation, or “Powerex” a, wholly owned subsidiary licenced by FERC to market energy throughout North America.    Also, in a paradox for the concept of “deregulation” the new policy regime has necessitated the growth of independent regulatory authorities. 

The global diffusion of the neo-liberal epistemic utility regime mode has also been associated with the rise of global energy companies.  Most of Canadian electrical energy capital has historically been confined to publically owned corporations, it did not witness the same growth and expansion–save Quebec Hydro.  Quebec’s leading agency invested in hydro and natural gas energy assets in the United States, Brazil and Latin America, becoming the world’s third largest hydro producer.  The liberalization of markets has also witnessed the growth of private electrical energy capital.  Ontario and Alberta’s open markets have encourage the growth of a large cadre of publically traded IPPs, the largest  being TransAlta, based in Alberta. IPPs are non regulated utilities that produce and market energy.  TransAlta claims control over 10,000 MW of coal, hydro and alternatives in Canada, the United States and Australia, giving it about twice the capacity of Manitoba Hydro.   Fortis, the owners of Newfoundland’s second largest utility, has risen as a major private utility holding company, owning major regulated distribution utilities in Newfoundland and Labrador, the provincial monopoly in Prince Edward Island (Maritime Electric), and through the 2004  purchase of Aquila Canada Networks, major distribution assets in Alberta (former TransAlta distribution system) and British Columbia (former West Kootenay Power).  Fortis’ owns transmission and generation assets in New York, Belize and Grand Cayman.  Emera  has taken a broader energy company expansion route, owning Nova Scotia Power, a small hydro based utility in Maine, and investing in Sable Island Gas, regional pipelines and a regional heating fuel company. 

Lastly restructuring has also changed the concept of energy markets. Until recently electricity was defined simply understood as a commodity sold to consumers under conditions of reliability by utilities.  However, contemporary  marketing is often associated with sets of conservation and demand management services, particularly to large consumers. At this point a electricity distribution starts to look like a service.  Indeed the rise of ‘energy service corporations’ (ESCORs) marks the final entry into the pantheon of deregulated energy identities.  The definition of electrical distribution as a service is of concern to nationalists, like Marjorie Cohen, who interpret deregulation as a form of Americanization. 

Restructuring and expansion have been associated with an intense politicalization of energy policy matters, a process that has been managed somewhat differently in each Canadian jurisdiction. 

Making Sense out of Complexity 

When the Ontario Government renamed its new Transco “Hydro One” it became apparent that older staples metaphors and images are still resilient within a twenty-first century networked industry.  It is worthwhile, then to “unpack” the staples metaphor to delineate some implicit and explicit understandings of hydro.  We will look at three generations of metaphors. 

 Hydro as Staple?

The oldest legacy of a staple as a metaphor for hydro is in interpreting the turn process of resource industrialization in the first three decades of the twentieth century. No consensus on the role of hydro emerged from that literature–save to indicate that it was important to industrialization and that good and bad public or private regulation and entrepreneurialism did make a difference. In important ways, however, Hydro departed from conventional definitions of a staple. Hydro can be defined as a resource, but when it is defined by electricity, it is a manufactured product, and its dedication to domestic as opposed to export markets changed the staples idea that staple producers have no control over product demand in metropolitan markets.  Indeed, business historian John Dales emphasized  how entrepreneurialism was able to create markets, thus avoiding the classic staples problem of excess capacity. The other real limit to this metaphor was simply that hydro-electricity had become a highly valued general technology of social modernization and the expanding markets were domestic and commercial.  During this period as well, Hydro represented a new, powerful and promising technology.  Influenced by Thomas Hughes, The Electrification of the Western World, a seminal study on the diffusion of electricity as a technological system, Nelles and Armstrong’s Monopoly’s Moment came closer to the heart of the understanding the populist and Progressive struggles over control over that technology.

The second staples metaphor emanated from the 1970s economic nationalism and the analysis within the framework of the New Canadian Political Economy.  Following the seminal works of Wallace Clements, Nationalists understood postwar resource industrialisation as a process of dependent industrialization. Within the traditional staples farmwork , foreign direct investment had replaced staples, and the United States represented the key metropolitan market.  Karl Froschauer’s White Gold,  an analysis of the northern hydro strategies of Canada’s major hydro based utilities, is a seminal work in the nationalist school. An opposing school drew an alternative interpretation, that elites could bargain within external resource capital to attain substantial development.  Again, the great draw back for the staples metaphor at this point is that, despite government wishes, the Canadian hydro generated electricity did not become a great export. Unlike the oil and natural gas sectors which are predominantly foreign owned and export over 50% of their production, Canadian electricity exports represent less than 10% of production.  More accurately, then, hydro regimes emerged as  important Keynesian modernizers, fostering energy consumption through the articulation of broad “postage stamp” rates, and an accelerated pace of subsidized investment.  The political limits to these policies were social and environmental, as well as financial.  The rise of aboriginal rights, conservation and sustainability, as well as market discipline were would be the remedies.  Part of this is captured in the concept “post staples” economy.  

It is with no little trepidation, then, that this author proposes a third generation of staples metaphor.  All previous attention to staples have included a reference to technology–and the ususal claim is that  the original staples theorists simply “reduced” staples development to questions of technology, economy or geography.  Reg Whitaker would go so far as to write, they tell us “much about nothing.”   But more recent studies of technology do tell us a great deal about the relationship of technology to politics.  

Stemming from the work of Langdon Winner, we can begin with the premise that the diffusion of technology is associated with implicit or explicit efforts to make or create social order.  Environmentalists have been sensitive to these issues for some time.  Indeed, Amory Lovins seminal work on “hard” and “soft” energy paths reflects some of this thinking.  Each technology, therefore, has its own political ontology.  Hydro-based utilities, are unquestionably the largest of our energy institutions and necessary exercise control over vast regions (the Nelson Rive Watershed, for example, is larger than Great Britain) and across time (hydro infrastructure of often financed over a fifty year period).  Given these circumstances, hydro-based energy is closely intertwined with long term relations with Aboriginal peoples, and historically have sought long term risk avoidance contracts to industrial or export consumers.  Historically, it is a system of technology centrally coordinated and run as an autonomous system. Another corollary of the analysis of technology, therefore, is that hydro policy decisions are famously path dependent. One strategic policies are set, change is becomes a difficult, costly and time bound process. A similar analysis can be made for coal, and the Canadian nuclear energy technologies centred in Ontario, but also located in Manitoba, Quebec and New Brunswick.  In addition to centralization of authority,  social and regional control, these nuclear energy faces future decommissioning costs as well as the environmental management of the nuclear fuel cycle. 

Within  contemporary restructuring much importance is paid to new technologies.  First,  the combined cycle turbine engine has allowed for the use of natural gas as an efficient fuel for the generation of electricity–particularly for short term demand.  The importance of this technology to the rising tide of IPPs is that it is fairly universal and relatively low cost, just fitting the type of investment IPPs are capable of delivering.  A second set of more benign technologies, solar, wind power, and the like,  made their entry into energy supplies when governments subsidized “alternatives” after the 1970s  oil shocks.  Now often labelled “renewable” or “benign” technologies that produce “green” power,  they are making a niche entry into the new energy markets, often under a regulated quota system, and with other “distributed generation”  they are part of the definition of a more open and decentralized energy grid. 

Finally, it is apparent that electricity is a strategic commodity in the new “information society.”  IT and the IT revolution is highly dependent upon inexpensive, reliable electricity.  It is also integral for export oriented economies.  As a result, there is pressure to move away from the ideas of broad redistribution embedded in the post-war Keynesian energy policy for an energy strategy more targeted to towards serving strategically integrated global industries and networks.  In this new energy policy, market fragmentation would replace the older “postage stamp” redistributive cohesion. 

Modelling Change: Paradigms
In a broad sense the contemporary politics of electricity reflect a paradigmatic shift in policy. Shifting patterns of state intervention have been the focus of public policy for over as decade as the emergence of neoliberal policy paradigms have reshaped fundamental policy goals and ways of attaining them.18  The idea of focusing on policy change as a paradigm was first developed by Peter A. Hall.19  In his model change stems from policy attempts to deal with anomalies, a process which erodes the legitimacy or authority of the dominant paradigm and which leads to the fragmentation of ideas in different institutional settings.  A new paradigm can only emerge  after competing paradigms become intertwined in the open political contestation.  Moreover, political victory does not ensure a  paradigm shift because a new government may not have the means to institutionalize a paradigm shift.  In this model, therefore, change is determined by fairly open ended political and social learning processes.  Governments can and do refuse to deal with policy anomalies, particularly when they affect strategic social and political interests.  Paradigmatic contestation can continue indefinitely and there are no guarantees that desired paradigms can be successfully institutionalized.  

Such an open ended model of change requires some clarification. First, governments normally make  incremental and significant policy changes without resort to paradigmatic politics.  Therefore, changes in policy are not synonymous with shifts in paradigm. A paradigm is a high-level concept that encompasses  significant intra-paradigm change in policy and policy instruments. Paradigms have three structuring properties:  the overall objectives of public policy, usually determined by political process, the theoretical causal or ends oriented thinking about the effects of state intervention, usually determined by an epistemic, professional and administrative processes and networks and political legitimacy usually measured by means of endorsement or concurrence by significant social and economic interests.20
Hall’s model of concept of paradigmatic shift has been challenged and developed over time.21 First, Coleman, Skogstad, and Atkinson have  argued that paradigm shift can occur without resort to open contestation. Rather processes of social learning in fairly closed policy making networks can lead to gradual concurrence on the basic frameworks of paradigmatic change.22 Second, Hoberg and Morawski  have identified a located change in subsystem spillover or the intertwining of two policy regimes, such as the union of forest and aboriginal policy regimes in British Columbia.23 Historical case studies of electrical energy policy paradigms in Canada also reveal a close in tertwining between energy, fiscal and macro-economic policy regimes across time.24 Third, Howlett had build on literature that dichotomizes  between ‘rapid’ and ‘gradual’ paradigm change, and offered a typology of critical variables, often which can be manipulated by the state, which affect outcomes. 25  Factors that contribute to rapid paradigmatic shift are the introduction on new ideas an actors into the policy process by means of subsystem spillovers, systemic perturbations (in this case economic and regulatory restructuring within North America), processes of policy learning and opportunities for venue change (where actors can voluntarily change the means by which they will accomplish their ends).  Clearly all of these factors are relevant to the present case.

Questions of Change and Continuity?

If the staples metaphor highlights a path dependent process of change, the policy paradigm approach, part of a family of social learning theories, highlights the role of idea, the process of puzzling away to provide saleable solutions to particular policy problems, and then change as a both an intellectual and political contest. The realities of federalism bring at least ten cases together when considering trends in the electrical energy sector.  Not all cases of change emanate from the same origins-as some regimes were in crisis (Ontario), others were looking for solutions to structural problems, such as Alberta, and perhaps New Brunswick.  Many jurisdictions have simply been forced into accommodating FERC mandated restructuring, while in some cases energy policy has become a symbol of a broader economic strategy  

Much of the contemporary writing about electrical energy restructuring reveals the politics of specific policy networks.  Much official writing reflects attempts to recognize differences and search for politically acceptable solutions. Yet these changes have also been associated with intense conflict in polarized policy networks.  In Ontario, Alberta and British Columbia, initial plans appear to have been altered significantly because of contestation, particularly when opponents have used successfully use the judiciary alter state plans.  

Steven Bernstein an Ben Cahsore, have outlines set of channels for the internationalization of policy conflict relevant to this study. The two authors outline four paths of internationalization, market dependence, international treaties and rule making, normative discourse and penetration of domestic policy making.26  

Following Berstein and Cashore allows the analysis to classify particular forms of analysis and argument.   In overall terms, Canada’s dependence on US export markets is not large, the trade has much greater strategic regional an d general political importance.  At root is the problem that the US market enables provincial governments to keep hydro rated low in Canada.  Any export blockage would translate into higher energy costs, with the attendant political, financial and economic costs.  This is exacerbated by the concentration in trade in Quebec, Manitoba and British Columbia.   Without any national system of regulation to mediate between themselves and FERC, provincial political elites have simply done what was needed to maintain market access.  Though FERC regulations were not written into any of the trade regimes, they are clearly consistent with principles of liberal economics and international trade.  On the other hand, the attempts to discredit public ownership as inefficient and corrupt, part of the normative epistemic discourse, did not work well within the Canadian policy networks.  Unlike the transportation, telecommunications, and oil sectors, deregulation and the establishment of markets did not witness the privatization of established public enterprise.    Lastly, the market integration, coupled with increased political status, have allowed environmentalists and Canadian First Nations to penetrate the more open Congressional and regulatory processes in the United States when issues of importing energy from Canada came to the political agenda. Here they attempt to ally with environmentalists, those that oppose Canadian exports and broad based transnational  support networks. While it is clear that these practices have been able to influence particular decisions, the degree of influence awarded to such representation is a matter to be explored.  What does appear obvious, however, is that the Canadian energy institutions have to openly justify their actions, rationalize past mistakes, convince foreign audiences of the justice and legitimacy of current Aboriginal-utility relations and publically promote the concept of “partnership” in all new investment discourse that can affect First nations lands and Aboriginal rights–a far cry from the situation a few decades ago. In other words, expanding the opportunity structure has strengthened the position of these groups within domestic policy making networks. 

Current Agenda 

Canadian provincial attempts to establish market regimes are only in their initial stages.   However, trade, political and economic integration have already produced made Canadian energy policy responsive to a cross of global and US pressures. 

First, Canada signed the Kyoto Protocol, one of former Prime Minister Chrétien’s “legacy” initiatives.  The only problem is that the treaty is not fully accepted within the oil producing provinces, and is without a clear plan on how to achieve its objectives.  There are obvious implications for the electricity sector, considering that Ontario coal plants are the largest in North America and the single largest source of air pollution in Canada.  What is not know, however, is what mix of conservation and other technologies that can take their place, nor the cost of such initiatives.  Clearly there is much more to be done.   Should the Kyoto implementation plan mandate that all provinces needs to include at least 15% of green power in their generation mix, there will again be significant restructuring.  

President George W. Bush initiated an ambitious supply side energy policy in 2001, only to have it stalled in Congress.  This strategy would ostensibly induce export oriented investment–and deepen paths of export.  It remains to be seen, however, whether the legislation will pass, and if it does, whether the US market can make long term import commitments within the context of an emerging short term market. It also remains to be seen how an emphasis on supply will jive with Kyoto commitments. 

The August 2002 blackout questioned the new North American market regime’s ability to ensure reliable energy. Unlike its behaviour after the 1992 Energy Policy Act, Ottawa was quick to ensure that policy determination will occur within a binational negotiated context.  Although both governments have received a report detailing reliability shortcomings, it is not clear, as yet, how what the policy response will be.   The inquiry into the 2002 blackout also provided an opportunity to examine the security needs of the electricity sector, a concern in the post-9/11 period.  Again, no policy has emerged from this exercise. 

Curiously, although the whole 1992 Energy Policy and FERC initiative has centred upon creating an open competitive North American electricity market, no consensus has emerged on what the nature of that market will be.  Market experience to date indicates that the marginal cost “spot market” is much too volatile for domestic markets, and that initial unbundling of vertically integrated utilities in itself leads to significant rate increases.   Some of these issues will be resolved in a systematic manner if and when FERC comes out with its Standard Market Design.    Relatedly, negotiations over Regional Trading Groups have deadlocked.  At this point FERC can not force agreement through threats of denial of service. Within these negotiation, Canadian provincial governments are, among other things, attempting to preserve their sovereignty over Canadian portions of open international networks.    US utilities also have a myriad of market issues.  Clearly, the epistemic idea of a ‘standard market design’ is a little way off. 

Conclusion: Electrical Energy Policy : A Research Agenda

Social Learning and Metamorphosis 
Looking through the policy reports and documents tracing the evolution of each province’s restructuring process, it is striking on how approaches change from policy learning form other jurisdictions, policy failures and from political opposition.  There is also a range of different channels use din policy making to contain and direct conflict and tension within policy networks.  In short, there is ample material for case studies of policy learning in a policy field normally closed to outsiders.   
Explanations of Provincial Differences 
The analysis raises several questions worth of further research.    First, there is no obvious reason for the order and form of utility restructuring in Canada.  Comparative analyses will help fill in this void and contribute to our knowledge of how smaller jurisdictions make policy in an internationalized and global context.  
Globalization and the internationalization of the Canadian Electricity capital and policy network 
Kari Levitt wrote that Canadian public utilities were one of the last bastions of Canadian entrepreneurship.  Of course Levitt’s assessment of Canadian capitalists is contested by many. Nevertheless, all Canadian utilities have responded to the recent merger movement, setting up international subsidiaries, and seeking partners within the North American market. Canadian energy related NGO’s have as well, internationalized their operations. Little is know about the broader international and global activities of this sector.  Research is needed to define, compare and evaluate this internationalization.   
Technology, Innovation and Energy

This was a relationship not directly addressed in this review.  However, it is clear that the government of Canada has become committed to “green” technologies as parts of its industrial, energy and economic strategies. Little is known about the innovation regimes of the Canadian electrical energy sector, nor its relationship with larger US research centres. Studies of innovation systems in this sector would be key to understanding the mechanisms of our response to Kyoto an to the challenges of “green innovation” as an industrial strategy. 

Electricity Sector and  Climate Change

When addressing climate change through the mirror of regime change, emphasis was placed on the relative merits of marketing energy produced from different technologies. The relationship of electricity to global climate change, if of course much broader. There is needed research, of course, on mechanisms for implementing the Kyoto Plan.  But there is also basic interdisciplinary research needed on the effect of global warming on river and drainage systems, and how the energy sector itself will deal with major challenge.  

Table 1 Summary of Restructuring Initiatives - Hydro Based Utilities 

	Province
	Open Access
	Reorganization
	Ownership 
	Wholesale Market 
	Retail Access 

	BC 
	yes 
	- transmission and ISO taken out of BC Hydro and  placed in new BC Transmission Company


	- public dominant 

public and private IPPS 
	yes 
	limited (for industrials) 

	Man
	yes 
	- VIM 
	- public 
	no 
	no 

	Quebec 
	yes 
	- partial - separation of transmission system in Hydro Quebec subsidiary 
	pubic 
	yes 

bilateral contract 


	no 

	NFDL & LAB
	no 
	- two systems - VIM in Lab 

- Mixed system in NFDL 

- government committed to some form or reorganization 

VIM model preferred 
	mixed - 

public (province) and private Fortis 
	no 
	no 




Table 2  Summary of Restructuring Initiatives - Mixed Generation Utilities 
	Alta
	yes 
	fully restructured, but still dominated by three generation utilities 
	mixed private and public 

- emerging IPP and ESCO sector 

eg, Trans-Alta 
	yes 

spot market

 
	full retail access 

	Sask  
	yes 
	VIM 
	public 
	no 
	no 

	Ontario 
	yes 
	- full functional restructuring 

- agency to manage stranded assets (debt) 
	public dominant

- emerging NPP and ESCO sector 
	modified 

spot market 
	modified 

	NB 
	yes 
	reorganization of NB Power into functional subsidiaries
	public dominant 
	modified market 
	no 

	PEI 
	no 
	VIM

concentrates on distribution, buys electricity from NB
	private 

(Fortis) 
	no
	no 

	NS 
	partial access model in process 
	VIM 

committed to restructure to become purchasing agent, leading agency 
	private (Emera) 
	no 

committed to limited wholesale competition 
	no  

- ‘renewable” exception 


Chapter IX:  "Canadian Oil and Gas In the Age of Bush" - Keith Brownsey , (Mount Royal College)

1. Introduction:

It is the best of times for the Canadian oil and gas industry. As natural gas and oil prices have risen over the past two years petroleum companies have seen their profits increase dramatically.
 Domestic exploration is at unprecedented levels and investment in convention oil and gas production is increasing. It is also the worst of times for Canada’s oil and gas industry. Uncertainty, competition, and costs have created a situation of mounting uncertainty. Prices for oil and gas remain unstable, foreign investments are subject to increasing domestic and international scrutiny, aboriginal land claims threaten to disrupt domestic exploration and production, and the Kyoto Protocol to the United nations Framework Concention on Climate Change
 posses extra costs in an increasingly competitive world market for oil. Reserves in the Atlantic Offshore, moreover, have proven to be more elusive while conventional supplies of oil and natural gas are in decline and the massive reserves of the oil sands and heavy oil in western Canada have proven to be far more expensive to recover than oil from the middle east. The present may be profitable but the future holds little promise. 

The political-economic situation of uncertainty is framed within the context of competing ideologies and policies of the federal and producing provinces. The most contentious issue within the Canadian oil and gas industry is the Kyoto Protocol To The United Nations Framework Convention On Climate Change. The world turned upside down on 2 September 2002 – at least, the world turned upside down in the Canadian oilpatch. After years of benign neglect, the federal government was once again attempting to assert control over the Canadianoil and gas industry. At the Johannesburg Summit on a Sustainable Environment, Prime Minister Jean Chretien announced that Canada would both ratify and implement the Kyoto Protocol. The previous year the federal government had loudly announced its approval of the Bush administration’s National Energy Plan and its intention to secure inexpensive and abundant supplies of oil and gas for the United States. On several occasions Jean Chretien had committed his government to selling Canada’s oil and natural gas to the United States in ever increasing quantities. But the September 2002 announcement changed the situation. The federal government was suddenly committed to implementing a vague set of environmental regulations that the Canadian oil and gas industry was convinced would mean its demise in the competitive global marketplace. Federal government efforts to reassert a national federal presence through environmental regulation were unwelcome. 

Unlike earlier attempts at into influence the direction of energy policy – especially during the period 1973-1985 –  the federal government’s motivation was not to secure supply or to share in the wealth of the oil and gas sector. Through ratification of the Kyoto Protocol the Liberal government sought to counter the new-sovereignist tendency of the Bush administration
 in an effort to reassert a federal role in domestic oil and gas production. The federal effort to resist the north-south pull of the United States and to reassert at least some influence in the oil and gas sector is an effort to reduce the harmful effects of global warming through the reduction of greenhouse gas emissions (GHGs). But it is also an attempt to maintain Canada’s position in the oilpatch as a supporter of multilateralism in the international community as opposed to the unilateralism of the United States under the presidency of George W. Bush. 

While some in the industry view the Kyoto Protocol as simply another in a long history of jurisdictional disputes between the provinces and the federal government over control of natural resources – specifically oil and natural gas – its impact is very different. As an international agreement to reduce GHGs, the Kyoto Protocol is a step in the integration of the oilpatch into the international community. Through the 1980s and 1990s the Canadian oil and gas industry supported free-trade with the United States and was a staunch defender of both the 1988 Canada-U.S. Free Trade Agreement and the 1993 North American Free Trade Agreement. While the industry had fought against the nationalist policies of the Trudeau-era National Energy Program, demanding to be left alone to sell its product at world prices to whomever it wanted, the industry had not foreseen the extension of global commitments beyond the opening and securing of markets. The idea that global commitments could mean anything but the ability to explore, produce, and sell its product was unthinkable. The debate over the implementation of the Kyoto Protocol is not the traditional continentalist-nationalist tension but a potentially new paradigm between the continentalist tendencies of George W. Bush’s new-sovereignty foreign policy and the expanding multilateralism of Jean Chretien’s Liberal government. Although international in scope, the domestic conflict over the Ottawa’s re-entry into oil and gas regulation through the Kyoto Protocol is situated in the context of an historical conflict between the producing provinces and the federal government over control of the key provincial resources. While the conflict over Kyoto may have international implications one of its most immediate effects is in the Canadian oilpatch. 

2. The Canadian Oilpatch

Canada is a leading producer of crude oil, bitumen, natural gas, natural gas liquids, sulphur and coal. Canadian oil production in 2001 amounted to 2.76 million per day. This figure accounts for 3.6% per cent of the world’s total petroleum production. At the end of 2001 there were 6.6 billion barrels (bb) of proved conventional crude oil reserves and 59.7 trillion cubic feet (tcf) of proved natural gas reserves.
 In natural gas reserves Canada has an estimated 733 (tcf) of ultimate resource potential reserves or 13.3 percent of the world’s total supply.

With the largest oil sands (crude bitumen) resource in the world, the Alberta and Saskatchewan oil production from raw bitumen – the tar sands and heavy oil – exceeded conventional oil production for the first time in 2001. In 2001, Alberta and Saskatchewan produced 157 million barrels (mb) from the mineable area and 113 (mb) from the in situ area for a total of 271 million barrels. There are approximately 315 (bb) of potential recoverable of conventional oil under anticipated technology and economic conditions. This compares very favourably with Saudi Arabian reserves estimated to be at 261.1 (bb).  The total in situ and mineable remaining established reserves are 174 billion barrels. These figures have only recently been considered in totals of world reserves either by the International Energy Agency and are not part of the United States Department of Energy or the BP Amoco annual surveys of world supplies. At the end of 2001 only 2 per cent of established crude bitumen reserves had been produced. 

Since the mid 1970s there has been a continual decline in Alberta’s conventional reserves of crude oil. With reserves estimated a ultimate potential at 19.7 (bb) and annual production of 893,000 barrels per day in 2000, at current rates of production Alberta’s supplies of conventional crude will run out sometime around 2060. Yet, with demand for oil expected to rise in the next decade, Alberta’s conventional reserves are likely to deplete long before this date. While conventional oil production will continue to decline, the EUB estimates that production of bitumen will triple by 2011. This figure would account for as much as 75 per cent of Alberta’s total oil supply. The tar sands contain 315 (bb) of recoverable oil. In 2000 production reached 605,000 barrels per day. Approximately $85(cdn) billion of investment has been announced for the tar sands since 1996. This investment would double current production of oil in Alberta and Saskatchewan.

At the current rate of depletion of 605,000 (bdp) there are approximately 1431 years of production left in the tar sands. Although significant for domestic and North American production, the total ultimate reserves of heavy oil and the tar sands would extent current world consumption patterns less than a decade beyond current estimates. Nevertheless, the future of the western sedimentary basin’s oil and gas industry rests with the production of oil from bitumen reserves.  

Natural gas reserves in Canada is estimated at 59.7 (tcf). New drilling has not replaced natural gas production since 1982, drilling in 2001 replaced 67 per cent of production from that same year. This compared to 90 per cent replacement in 2000. Natural gas reserve estimates do not include coalbed methane, which the Alberta Energy and Utilities Board believes has the potential to add significantly to Canada’s reserves. If this projection is correct gas supply could be revised upward by a considerable amount. 

The price of a barrel of oil in Canada is determined in the global market and is measured in United States dollars at the benchmark West Texas intermediate (WTI). While oil prices fluctuated between $22 - $33U.S. during 2002 (the price of a barrel of Canadian oil is currently in the range of $30U.S.), the Organization of Petroleum Exporting Countries set a target of between $22 and $28U.S. Worldwide consumption in 2001 was approximately 75.2 million barrels per day.
 If no new reserves are added to the overall world supply of conventional crude oil, at current rates of consumption known reserves of conventional oil will be exhausted sometime around 2040. Proved reserves of oil and natural gas are taken to be those quantities of geological information indicates with reasonable certainty can be recovered at current prices with known technology. These figures do not include reserves of non-conventional reserves such as bitumen and heavy oil. 

The oil and gas industry are essential to Canada’s economic prosperity. Although 2000-2001 was an exception year in terms of the price for oil and gas, non-renewable resources accounted for almost $20 billion. Royalties from the oil and gas sector rose from $5.3 billion (Cdn) in 1999 to $11.9 billion in 2000.
   

Canada’s petroleum production is sufficient for domestic needs but is small by comparison to that of Saudi Arabia, Russia and other major producers. Although Canadian oil and gas are very important in the North American context, they are not major factors in the world petroleum industry. Canada is the second largest foreign supplier of oil to the United States and the largest supplier of natural gas imports. Since the release in may 2001 of the Bush Administration National Energy Policy, American attention has focused on Canadian reserves of oil and gas as a  secure and accessible source of energy. Canada provided 12 per cent of U.S. natural gas supplies and approximately 11 per cent of its oil imports in 2000.
 As conventional supplies of oil decrease, the tar sands will become more important to energy supply in Canada and the United States. The Bush Administration describes the continued development of this non-conventional source of oil resource as a “pillar of sustained North American energy and economic security.”
 

There are approximately 215,000 individuals directly employed in the Canadian petroleum industry. Canada-wide about 231,000 additional jobs have been created to provide goods and services for the industry. This total includes both service sector and manufacturing employment. The Canadian oil and gas industry also contributes to Canada’s trade surplus. Although exports of petroleum products – mainly to the United States – are partly offset by crude oil imports into the eastern provinces, Canada still produces more oil and gas than it consumes. Natural gas is the largest component of Canada’s energy exports. In 2001 it accounted for 67 per cent of net energy exports or $24.6 billion (Cdn). Crude oil, natural gas liquids, and petroleum products account for 24 per cent or $8.7 billion (Cdn) in 2001.
 

Non-conventional reserves, the Atlantic Offshore and the North  are the focus of energy planning in Canada. Although Canada’s conventional reserves of oil and natural gas in the Western Sedimentary basin are in decline and are expected to be depleted within 40 years, heavy oil and the tar sands will allow the oilpatch to maintain and expand current levels of production, investment and employment. Supply projections indicate that conventional crude oil reserves will be substantially depleted by 2025. Since 1994, light crude production has increased in British Columbia and Saskatchewan, remained constant in Manitoba and decline by approximately 4 per cent a year in Alberta. Because Alberta accounts for 75 per cent of total production of light crude the combined effect on the Western Sedimentary basin has been a decrease in production of about 3 per cent a year. 

The other major reserves of oil and gas include the Northern Frontier, the Scotian Shelf and the East Coast Frontier. The Northern Frontier includes the Mackenzie/ Beaufort and Arctic Islands. Estimates for natural gas in the Mackenzie/ Beaufort are 9 tcf of discovered resources and 55 tcf of undiscovered potential in natural gas and 161 million cubic metres (m3). The Arctic islands and other areas are estimated to contain 15 tcf of discovered and 90 of undiscovered resources of natural gas and 65 (m3). The Scotian Shelf (Sable Island) has estimated reserves of 3 tcf and discovered reserves of 2 tcf of natural gas and 11 (m3) in oil. The East Coast Frontier of the Grand Banks and Labrador contain 9 tcf of natural gas and 251 (m3) in oil reserves.
 

The Bush National Energy Policy has stimulated American interest in Alberta’s tar sands as a safe and secure source for oil and other petroleum products. The continuing integration of the North American energy markets especially in the oil and gas sector is an important factor in the future viability of Alberta’s tar sands and heavy oil development. Simply put, Canada’s oil and gas industry depends on increasing production of non-conventional sources of oil and natural gas and access to U.S. markets.

3. A History of the Canadian Oil and Gas Industry

The oil and gas industry likes to think of itself as national in scope. The theme of the Canadian Assoication of Petroleum Producers (CAPP) 2002 Annual General Meeting was the Canadian Industry. Three premiers attended the meeting/dinner, Stephen Kakfwi of the Northwest Territories, Gordon Campbell of British Columbia, and Ralph Klein of Alberta. Premier John Hamm of Nova Scotia sent a video message. Each speaker described the oil and gas industry in Canada-wide terms. Nevertheless, the fact that the CAPP meeting was held in Calgary indicates the importance of Calgary and Alberta to the oil and gas industry in Canada. Despite an increase in production in the East Coast Offshore, Saskatchewan, British Columbia, and the north, Alberta still dominates the industry. 

The history of Canada’s oil and gas industry reveals a struggle between competing levels of government for control of the provincial petroleum industry. Under section 109 of the Constitution Act 1867, the provinces have jurisdictional authority over natural resources. But the Constitution  also assigns jurisdiction over interprovincial and international trade as well as other powers to the federal government and Ottawa has used its authority to play a significant role in the oilpatch. The best known example of federal involvement in the oil and gas sector was the 1980 National Energy Program. Although Ottawa continued to play a significant role in the oilpatch through its regulatory agency, the National Energy Board, deregulation in the mid 1980s diminished its presence in the oilpatch. The announcement that the Kyoto Protocol will be ratified and implemented, however, signaled a renewed federal presence in the Alberta petroleum industry. Ottawa’s efforts to re-regulate the oil and gas industry through an international environmental treaty has caused a federal-provincial debate over jurisdiction of natural resources and the federal government’s international treaty obligations. This time, however, Ottawa has pursued a type of horizontal environmental regulation as opposed to the more traditional sectoral regulation. While the effects of this type of rule making authority remain uncertain, it is clear that federal-provincial conflict will continue.
 

The history of the industry can be divided in four different phases: the semi-colonial period of 1867-1930; the era of multinational domination, 1930-1969; the withdrawal of the multi-nationals and the Canadianization of the industry, 1969-1985; and a fourth era in the evolution of Canada’s oil and natural gas industry beginning with the switch to non-conventional oil recovery, the rise of natural gas as the dominant segment of the industry and the Canada-U.S. Free Trade Agreement which guaranteed a reliable market for Canada’s oil and natural gas  The re-entry of the federal government into the provincial oil and gas industry through the Kyoto Protocol has challenged the free-market continentalism that has dominated the Canadian oilpatch since the mid 1980s and the beginning of a new phase of environmental regulation in the industry. 

Several other studies of the oil and gas industry have examined the history of Canada’s oil and gas industry in terms of its historical evolution but always by criteria outside the industry. For example, several assessments of Alberta’s oil and gas sector have looked at the industry through the perspective of federal-provincial relations,
 while others have viewed the industry as a battle between competing elites for control of the industry or as an appendage to the federal energy regulatory regime.
 None have examined the industry as a distinct political-economic entity that both influences and is influenced by indigenous and exogenous factors in a near traditional pattern of staples production inherent in the evolution of Canada. 

3.1 The Colonial Period 

The first registered oil company in North America was established in Woodstock, Ontario in 1850. Earth oil as petroleum was then called, was used as an illuminate. By the 1870s there were approximately 18 refineries in Ontario. With the rise of the internal combustion engine – especially the decision of the Royal Navy to switch from coal to oil – the demand for petroleum in Canada increased dramatically. 

In the early 20th century Canada relied on imported oil for more than 90 percent of its needs. This dependency on imported oil led to a number of discoveries such as Turner Valley southwest of Calgary in 1914 and Norman Wells in the Northwest Territories in 1920. Because of the cost of bringing oil and natural gas from the Canadian west and north to market, Canadian petroleum companies continued to rely on imports. 

The early days of Canada’s petroleum industry are characterized by federal control and neglect. Under sections 92 and 109 of the Constitution Act 1867 provincial governments are given control over natural resources, but between 1869 when Canada assumed control of the Hudson Bay lands in the prairie west and 1930 – 25 years after the creation of Alberta and Saskatchewan and the formalization of Manitoba’s provincial boundaries – the federal government retained control over natural resources on the prairie provinces. The introduction of the Dominion Lands Act in 1872 provided the legal framework for federal control of natural resources in the Northwest Territories and in the provinces of Alberta, Saskatchewan and Manitoba after 1905.
 After years of lobbying and protest over this semi-colonial status, the prairie provinces were given control over their natural resources in 1930.  

While there are numerous stories of native and early European encounters with gas leaks and tar, the first producing well in Alberta was drilled at Waterton in1902. Producing 300 barrels a day, the well inspired a boom in oil and gas exploration in Southwestern Alberta. Even a small settlement, Oil City, was established near the site. In 1912 a pipeline was built from Bow Island to Calgary to supply natural gas . 

In 1914 a well in Turner Valley, southwest of Calgary, provided fuel for Calgary was 1914. Financed by A. W. Dingman, Bill Herron, Senator James Lougheed, and R.B. Bennett, Dingman No.1 set off an oil boom. As many as 500 companies were formed but only about 50 wells were drilled. While World War I put an end to the Turner Valley boom, interest was renewed in the field in 1924 when Royalite No.4 began producing large quantities of natural gas. Other wells were soon drilled and various gas distilates were extracted. Almost all the natural gas, however, was burned off. There are reports that residents of southwest Calgary were able to read by the light generated by this flaring more than fifty kilometers away.
 But Ottawa’s interest in the distant oil fields of Alberta was minimal. There was no regulation of the industry and the oil was depleted in less than four years. The only rule for the dozens of small local producers was to recover as much oil as quickly as possible. 

3.2 The Era of Multinational Domination

The rapid depletion of oil and gas reserves continued after jurisdiction over natural resources was transferred to the prairie provinces in 1930. In an attempt to curb the rapacious depletion of known reserves, the United Farmers of Alberta government established the Turner Valley Conservation Board in 1932. Because of fierce opposition from local producers the Turner Valley Board was disbanded within months. When the Turner Valley Royalites No.1 struck oil in 1936 it became the largest oilfield in the British Commonwealth. Finally in 1938 at the instigation of Imperial Oil and other major producers the Social Credit government of William Aberhart created the Oil and Gas Conservation Board. Modeled after conservation commissions in Oklahoma and Texas and in keeping with the radical agrarian ideology of the early Social Credit government, the Board was an attempt to end the competition between Imperial Oil and the small local producers. Each side recognized that some form of regulation was necessary if the life of the field was to be expanded and recovery rates and profits were to be maximized.
 

After the death of William Aberhart in 1943, his successor Ernest Manning encouraged multinational companies to develop Alberta’s petroleum reserves as quickly as possible. At its peak during World War II, the Turner Valley  the well produced 30,000 barrels of oil per day. The secure and plentiful supply of gasoline from the field was one reason the Commonwealth air crews trained in the Calgary area during the Second World War . In the post-war period, however, Turner Valley was in decline and the future of Alberta’s petroleum sector looked bleak. No new finds of commercial value had been discovered in several years. Imperial Oil, the Canadian subsidiary of Standard Oil of New Jersey, had decided to discontinue its exploration programme in the Western Sedimentary Basin. Then on 13 February, the legendary Imperial drill foreman, Vernon, “Dry Hole,” Hunter brought in Leduc No.1. Combined with the establishment of the Oil and Gas Conservation Board, the Leduc created the conditions for the entry of  multinational petroleum companies – mainly but not exclusively American, corporations – into Alberta. For the next twenty years, the Social Credit government actively encourage the development of Alberta’s oil and gas reserves through the multinationals at the expense of smaller Canadian firms.  

The production side of Alberta’s oil and gas industry in the 1950s and 1960s was dominated by the Canadain representatives of the “Seven Sisters.” The Seven Sisters were the large, vertically integrated,  multi-national oil and gas companies. They included Royal Dutch/Shell, British Petroleum, Imperial/Exon, Texaco, Gulf, Standard Oil of California, and Mobil. Four of these firms operated in Canada – Shell, Imperial/Exxon, Gulf and Texaco. These Canadian Sisters were referred to as the “Big Four” multi-nationals in Canada. They dominated the Canadian oil market and had significant interests in the natural gas sector.

At the beginning of the 1950s Canadian oil and gas producers were lobbying the federal government to protect them from low priced foreign imports. The Diefenbaker government appointed Henry Borden to examine Canada’s energy situation. The Borden Inquiry discovered a conflict between the multinational oil companies – the so-called seven sisters represented in Canada by Shell, Imperial/Exxon, Gulf and Texaco – and local producers. The Canadian subsidiaries of the big four were the biggest producers of Canadian oil and gas, but they had little interest in shipping Alberta crude to central and eastern Canada. Through their multi-national parents, the big four provided their refineries in the Montreal area with cheap imported oil. There was very little incentive to sell expensive Alberta oil to consumers in Ontario and Quebec. 

Alberta producers want secure markets. Because various restrictions kept them out of the United States, their alternative was central and eastern Canada. The local companies wanted a more efficient pipeline than the existing Interprovincial line to Ontario and they wanted a tariff on imported oil. What the Alberta producers got was a compromise. The federal government erected an oil barrier at the Ottawa Valley line. Markets west of the line were reserved for Alberta oil while those east of Ottawa river would continue to rely on inexpensive imported oil and gas. The National Oil Policy was introduced in 1960 at the same time as the Organization of Petroleum Exporting Countries (OPEC) was established in order to prevent the seven sisters from driving oil and gas prices any lower.
  

Other developments were occurring at the same time in Canada’s oil and gas industry in the 1950s and 1960s. The major issue of the multinational period was the transportation of oil and gas to markets. While geology blessed Alberta with petroleum resources, geography cursed it. Alberta is far from markets for its products. This has been reflected in debates over freight rates but this geographical fact is also represented in debates over petroleum pipelines. Toronto is 3,400km to the east, there are no large American cities within 1,000km of Calgary. At 1,000km Vancouver is the nearest metropolitan centre to Alberta. As a result of its isolation the Alberta and Northern oil and gas sector must spend considerable sums shipping its product to markets.

By the mid 1950s it was determined that Alberta’s reserves of natural gas were sufficient to supply markets on the west coast and in central Canada. Three major pipelines were constructed in this period to ship these reserves to market. The largest is Trans Canada Pipelines (TCPL). Created by the federal government in the late 1950s, TCPL was designed to bring Alberta gas to markets in Central Canada. Although subsidized and partially constructed b y the federal government, TCPL was a privately held corporation. Incorporation of TCPL indicated an interest by the federal government in Alberta’s stock of natural gas and oil. This was the first major federal incursion into the oilpatch since it had ceded control over natural resources to the prairie provinces in 1930. 

The Alberta Gas Trunk Line (AGTL) was incorporated by the province in 1954 to act as a common carrier for natural gas. Its purpose was to stabilize the price of natural gas and assure consumers of voting shares in the new provincial enterprise were distributed among the Alberta’s utilities, the gas processors, export interests, and the government, while non-voting shares were made available to Alberta residents. Although AGTL was funded by the province control was vested in the hands of the natural gas processors and the utilities. While the public-private partnership reflected Ernest Manning’s aversion to Crown corporations and his faith in the private sector, it allowed the province a window into the industry as well as an advantage over the federal government’s renewed interest in Alberta’s petroleum reserves.
 

The third major pipeline built in the 1950s was Frank McMahon’s Westcoast Transmission. Designed to transport natural gas to the pacific coast of British Columbia and eventually to U.S. markets, the Westcoast project met with federal, provincial and American resistance. The Liberal government of Louis St. Laurent insisted on a minimum five year reserve of supply and that Canadian demands must be met before exports would be permitted. For its part, the Alberta Conservation Board had granted McMahon a permit to export natural gas but with the provision that at the end of five years the exports would be reviewed. American producers argued before the U.S. Federal Power Commission (FPC) that this five-year review did not constitute security of supply set out in the contract McMahon had singed with Northwest U.S. gas companies. Under pressure from McMahon, the provincial cabinet refused to change the regulations requiring a five year review of the contract. The FPC ruled in favour of an American company, Pacific Northwest. The issue, however, was still not resolved. Although Pacific Northwest had U.S. regulatory approval it did not have sufficient gas to supply its market. On the other hand, Westcoast had the gas and regulatory approval from both the provincial and federal governments but lacked entry into its largest market the American Pacific Northwest. McMahon needed an American partner to circumvent U.S. import controls on both oil and gas. Eventually an agreement was reached between Westcoast and Pacific Northwest where the Canadian company would deliver Alberta gas to the British Columbia-Washington State boundary. Pacific Northwest “would buy the gas at the border for distribution through the region.”
 In November 1995 American regulatory approval was given to the scheme.

By the late 1960s conventional reserves were declining. The Big Four were looking to areas outside the province for new reserves. With the enormous find of Prudhoe on the Alaskan north slope in 1968, many in Alberta’s oilpatch believed Canada’s oil and gas future would be found in the Arctic region – the Mackenzie Delta, the Beaufort Sea and the Arctic Islands. The oil and gas companies began to focus their resources on these frontier regions. As a consequence, wildcat drilling in Alberta – exploration away from known reserves – dropped by 40 percent between 1969-71. In the same period, Alberta’s share of exploration dropped from three quarters of the Canadian total to just over half. By the early 1970s the Big Four had pulled out of Alberta. They had come to the conclusion that there were no more large deposits of oil or gas – what the industry calls elephants – to be found in Alberta. Their focus was now on the frontier areas of the Arctic and overseas. 

3.3 The Nationalization of Oil and Gas

In the late 1960s and early 1970s a number of circumstances combined to alter the structure of Canada’s oil and gas industry. After the Big Four had decided to abandon the province for other locations, the exploration side of the business was left to the smaller multi-nationals as well as to a number of emerging Canadian-owned companies. Although there had always been Canadian companies in the Alberta oilpatch, there numbers had size had been small. As the 1960s ended 98 per cent of the provincial oil and gas industry was foreign – mainly American – controlled. This was the result of several factors. The first was that the foreign firms had the capital and the expertise to develop the oil and gas reserves found in Canada. Second, the Alberta Social Credit government actively encourage foreign multinationals. Not only did Manning believe that the multi-nationals provided the easiest and quickest way to develop the province’s petroleum reserves, there was still a residual populist resent against central Canada within the ruling Social Credit party. As a result, manning actively discouraged Canadian corporations based in Ontario and Quebec while encouraging foreign owned capital to invest. The result had been a domination of the industry by a few large multi-national oil and gas companies. There was little room left for small Canadian firms to get a start in the industry. That is, until the multi-nationals began to pull back their operations in the 1960s. 

Two Alberta-based oil and gas companies came to prominence in the late 1960s and early 1970s.  Alberta Gas Trunk Line and Dome were the flagship Canadian oil and gas companies of an emerging domestic industry. They reflected a shift in policies both at the provincial and federal level that emphasized security supplies of oil and gas and a Canadian controlled industry. As a private-public corporation created by the province, AGTL, under the leadership of Bob Blair, increased its role in the pipeline business and became an active participant in the exploration and production side of the oil and gas industry. Guided by Jack Gallagher and Robert Wright, Dome began as a small start-up dependent on the majors for its survival to play a significant role in frontier exploration and in conventional oil and gas production in Alberta. Because of its interest in the Beaufort Sea,  Dome’s agenda complimented the federal government’s efforts to increases domestic supplies of oil and gas while at the same time increasing Canadian control of the industry. 

The withdrawal of the multinational oil and gas companies from Alberta in the late 1960s paved the way for a political change in Alberta. In August 1971 the Progressive Conservative led by Peter Lougheed defeated the 36-year-old Social Credit government. One of the reasons for the Social Credit defeat was concern that Alberta was not receiving its fair share of oil and gas revenues. Manning and his successor Harry Strom had allowed the multinationals to exploit reserves as quickly as possible for a maximum return. The Social Credit government placed minimum controls on the multinationals. Royalty rates were reviewed only once every ten year, the multi-nationals were consulted on any change to government policy, and Canadian investment was actively discouraged. Manning saw his role as providing a stable political environment for the foreign-based industry. Lougheed , on the other hand, did not trust the big oil companies. He understood that the interests of the multinationals did not necessarily coincide with those of the province. While he was willing to offer incentives to smaller Canadian companies, he did not advocate a policy of rapid depletion of conventional reserves by the large foreign-based oil and gas companies. Lougheed’s campaign focused on the problem of what do when the oil and gas ran out.
 

After negotiating a royalty increase on oil and price increases for natural gas, Lougheed asserted Alberta’ position as the centre of Canada’s petroleum industry. In 1972, the federal government began to exhibit a new interest in western Canadian petroleum. The price of a barrel of oil increased $.40U.S. in 1972 from $3U.S. Although this was an insignificant increase from a low price on current prices, it was enough to startle the federal Liberal government of Pierre Trudeau. With world prices for oil and natural gas increasing, the federal government realized that it could keep down the price of Alberta crude much easier than it could imported oil from South America and the Middle East. Lougheed resisted any incursion by the federal government into what he argued was exclusive provincial jurisdiction over natural resources. 

The debate between the Alberta and federal governments over energy pricing had a sudden shift in October 1973 with OPEC oil embargo. A response to Western, especially United States, support for Israel in the Yom Kippur War, OPEC cut-off shipments of crude oil to the West. Suddenly the price of a barrel of crude oil shot up from approximately $3U.S. per barrel WTI to over $12 per barrel WTI. The OPEC oil shock of 1973 sent the multi-nationals scrambling to find secure supplies of crude and natural gas. Once obvious location was Alberta. The price jump in oil was an incentive for the return of the multinationals to the Alberta oilpatch. 

In 1974 the federal government, feeling it needed a better window on the oil and gas sector, and inspired by Canadian nationalists, created a state-owned oil company, Petro-Canada. Petro-Can was resented by both oilpatch veterans and the provincial government. The oilpatch had a self-image of rugged individualism and any state incursion was resented as an unnecessary impediment on their God-given right to drill, produce and market oil and natural gas.
 On the other hand, Petro-Canada was designed as a window for the federal government into the petroleum industry. Embarrassed by statements made by the minister of natural resources Joe Greene, in the House of Commons in June 1971 had stated that Canada had a 923 year supply of oil and 392 for gas
 and caught by surprise by the OPEC embargo in October 1973, the federal government believed it necessary to create a national oil and gas company that would promote a variety of national goals. These goals included increased domestic ownership of the industry, development of reserves not located in the western provinces, that is to say, the promotion of the Canada Lands, better information about the petroleum industry, security of supply, decrease dependence on the large multi-national oil corporations, especially the Big Four, and increase revenues flowing to the federal treasury from the oil and gas sector.
 These goals were very similar to those of state-owned corporations in other countries but they were controversial in Canada.
 

Federal incursions into the oil and gas sector were resented by the Alberta government. Lougheed had committed his government to economic diversification through increased oil and gas revenues. Any attempt to decrease these revenues or interfere in any way with Alberta’s efforts to create a viable post-oil and gas economy were strongly resented. As a result, Canadian and Alberta energy policy lack a coherence found in other jurisdiction. Instead, of working toward maximization of revenues and recovery, the two levels of government were in a continuous conflict over the direction and control of the oil and gas industry.
 

A second oil shock came with the 1979 Iranian Revolution. Although the overthrow of the Shah of Iran was widely welcomed by the Iranian people, the revolution was soon overtaken by Islamist fundamentalist who hatred of the West was profound. The Iranian revolutionaries simply stopped oil exports to the west. After the seizure of the United States Embassy and the taking of American hostages by state-sponsored protestors in Tehran in 1979, the U.S. imposed economic sanctions, froze Iranian assets in the United States, and prohibited the import of Iranian oil into the U.S. Oil and gas prices increased dramatically rising from just under $20U.S. a barrel to $40U.S. There was the expectation that petroleum prices would go much higher.

The response of the federal government to the shock was to increase state involvement in the provision of energy. As part of a National Energy Program (NEP), the federal government offered incentives for drilling in the Canada lands, increased export taxes on oil and gas, and offered a variety of “off-oil” measures in an effort to conserve domestic oil and gas reserves while decreasing dependence on foreign energy supplies. The goals of the NEP were straightforward: the federal government wanted to alleviate the shock of recent dramatic increase in the cost of oil and natural gas by keeping prices below world levels, increase its share of revenues from the petroleum industry, continue to promote the Canadianization of the sector, and to have a so-called national voice in energy affairs. Although a number of domestic companies benefitted from the federal initiatives, the NEP was strongly resented by the oilpatch and  the oil producing provinces. 

A long history of disputes between Alberta and the federal government set the context for the debate over the National Energy Program. The distrust between the two levels of government was profound. Premier Lougheed went on the air and threatened a series of production reductions if Alberta’s demands for a dismantling of the NEP were not met. The federal-provincial crisis was exacerbated by concurrent negotiations over a federal proposal to amend the Canadian constitution and a dramatic and sudden decrease in the price of a barrel of oil. While investment in the Alberta oilpatch may have declined as a result of artificially lower prices mandated by the NEP, the falling price of oil was certainly a key factor in a major downturn in exploration and production in Alberta. 

After a series of negotiations between the producing provinces and the federal government an agreements was reached concerning pricing and taxation. As well, Alberta and the other producing provinces were able to secure an amendment to the existing constitutional division of powers which strengthened provincial control over natural resources. But the constitutional amendments and negotiations with the federal government maintained the basic structure of the NEP. 

During the NEP exploration and drilling in the Northwest Territories and the Atlantic Offshore met with some success. There were discoveries of natural gas in the Beaufort Sea and in the Arctic Islands. But high development costs and the distance from markets combined with concerns over Aboriginal land claims and the effect of development on the indigenous population have delayed exploitation of the northern reserves. 

Exploration activity in the Mackenzie Delta and the Beaufort Sea resumed in the late 1990s. Extensive geophysical and well-drilling programs have been in place since 2000. As well, exploration and production activities began in the 2001 in the southern Northwest Territories near Fort Laird. The economic feasibility of these Northern projects is assured by an expanding pipeline system in northern Alberta and a projected shortage of natural gas in the North American markets. 

Several producers groups have announced feasibility studies on a major natural gas pipeline from the Mackenzie Delta. Unlike the earlier attempt to construct a northern pipeline this proposal has the support of the Northwest territories government and the Aboriginal community. A consortium of oil and gas companies with interests in the Alaskan north slope have announced a proposal to bring natural gas to North American markets through a pipeline along the arctic coast – the North Slope – of Alaska and a third group has proposed a natural gas pipeline along the Alaska Highway. The Bush administration and the U.S. Congress have proposed loan guarantees and other non-cash measure worth $20(US) billion as incentives for the construction of Arctic shore and the Alaska Highway lines.

With the approval of the federal government, the Atlantic Offshore began with the first deep well off Prince Edward Island in 1943. Mobil was given a licence to drill off Sable Island in 1959 and began seismic testing in 1960. Natural gas and oil were found in the Nova Scotia Offshore in the 1970s. These finds included the Panuke-Cohasset fields which were put into production in 1992 and the Sable Island natural gas field came into production in 1999. In the late 1970s oil was discovered in the Newfoundland Offshore in 1979 in the Hibernia field and in 1984 in the Terra Nova field. Hiberenia began producing large volumes of oil in 1997 while Terra Nova started producing commercial quantities of oil in 2000. The Atlantic Offshore has estimated reserves of 159,634 mm3 of crude oil and 67,083 million cubic metres of natural gas.

During the 1970s and 1980s the Trudeau government faced pressure to transfer the Offshore to the provinces. The federal government compromised by offering to pool revenues until the provinces no longer qualified for equalization payments. In 1982 Nova Scotia agreed to this arrangement. Newfoundland held out for better terms and challenged federal Offshore jurisdiction in court. References were made to both the Newfoundland Court of Appeal and the Supreme Court. The Supreme Court ruled that Newfoundland had no right to exploit the Offshore  resources or to make laws affecting them. 

After years of negotiations between the federal government and the Atlantic provinces, the Mulroney government in Ottawa signed the Atlantic Accord in 1985. The Atlantic Accord allowed Newfoundland and the Maritime provinces responsibility in the development of the Offshore and a share in the revenues. In 1988 two joint federal provincial administrative mechanisms were established for the management of the Atlantic Offshore – the Canada-Newfoundland-Canada Offshore Petroleum Board and the Nova Scotia - Canada Offshore Petroleum Board. While these two administrative tribunals have been successful in promoting the development and regulation of the Atlantic Offshore, they have not been as successful in settling disputes between the Atlantic producing provinces and the federal government or between the provinces. There has been, for example, an Offshore boundary dispute between Nova Scotia and Newfoundland as well as numerous complaints that the provinces have been subject to unfair penalties in their revenue sharing agreements with the federal government. Under existing royalty sharing agreements, the federal government has deducted equalization payments from the two provinces in proportion to the Offshore petroleum royalties collected. Through its “Campaign for Fairness,” Nova Scotia has waged a consistent battle with the federal government to have petroleum royalties excluded from the calculation of equalization payments. So far, the federal government has resisted Nova Scotia’s request. 

3.4 The Era of Benign Neglect

Two events in the mid-1980s greatly affected the Canadian oil and gas industry. First, the election of a Progressive Conservative government under the leadership of Brian Mulroney in September 1984 altered the political situation. With a strong western and Atlantic contingent in the caucus and cabinet, the new Mulroney government was sympathetic to the demands of the western and Atlantic oil and gas producing provinces to dismantle the NEP and to allow some provincial control over the Offshore to Newfoundland and Nova Scotia. While retaining ownership of the Offshore, the federal government reached and agreement with Newfoundland in 1985 over Hibernia and other Offshore fields while the Canada-Newfoundland Offshore Petroleum Board was established in 1988 to administer the Hibernia and Terra Nova fields. 

Although the federal government had refused to negotiate constitutional amendments that would cede Offshore resources to the provinces during the 1980-82 constitutional negotiations, a compromise was reached in 1982 with Nova Scotia that gave the province a stream of revenue from the Offshore without relinquishing federal control. In 1988 the Canada-Nova Scotia Offshore Petroleum Board was established.  

In April 1985 the Western Accord was signed which effectively dismantled the National Energy Program. But the end of the NEP failed to revive the Canadian oil and gas industry. World energy prices collapsed in 1986. Oil sold for approximately $12U.S. per barrel and natural gas fell to $1U.S.(mcf). In the Alberta oilpatch thousands of workers were laid-off, northern frontier exploration was halted and the Atlantic Offshore was curtailed. The federal government’s response to the decline in oil and gas prices was one of benign neglect. During the negotiations to end the NEP the Lougheed government had contemplated an arrangement where the federal government would guarantee a minimum price for both oil and gas. This proposal was taken off the table by Alberta in favour of establishing a market price for oil and gas.
 After Lougheed’s retirement in the fall of 1985, the new Progressive Conservative premier, Donald Getty – a former provincial minister of energy and intergovernmental relations in the Lougheed governments of 1971-79 as well as an executive in the oilpatch – faced a major crisis. Getty had to manage a very sudden and dramatic downturn in the price of oil and gas. Provincial revenues shrunk and Alberta faced a series of budget deficits.  Moreover, thousands of workers were dismissed as oil and gas companies tried to manage with less revenues in a very competitive market. Investment in Alberta’s oil and gas industry had come to a halt. 

While the Western Accord ended the federal government’s active involvement in the petroleum industry, the Foreign Investment Review Agency (FIRA) – a product of the 1972-74 Trudeau government’s efforts to protect domestic industry from foreign control – was dismantled and Canada was declared “open for business.” The questions of Canadian ownership and maintaining security of supply were no longer a concern of federal energy policy. Instead, Ottawa relied on low prices and the unfettered market to supply Canadian demand for inexpensive oil and gas. With the signing of the Canada-U.S. Free Trade Agreement (FTA) in 1988 and its implementation in 1989, restrictions were put in place on state intervention in the oil and gas sector. Simply put, under the terms of the FTA Canada could no longer give preference to Canadians. U.S. markets and businesses were to be treated the same as domestic consumers and companies. The subsidized price and other benefits given to Canadian producers and consumers through the NEP ended. This arrangement fit the ideological predisposition of the Mulroney government in Ottawa and the producing provinces. 

The Alberta oilpatch was undergoing another type of change. The multinational oil and gas corporations who had returned to Alberta in the early 1970s after the oil shock of 1973-74, began to shift their focus in the mid 1980s from conventional petroleum reserves to the tar sands and heavy oil deposits in northern and central Alberta. Royal Dutch/Shell, Mobil, and several other multinationals announced huge investments in production capacity of non-conventional reserves of oil. 

In the fall of 1992 Alberta underwent a political transformation. Faced with a series of budget deficits and an economic slowdown due primarily to low oil and gas prices, the Getty government had become increasingly unpopular. One poll in the fall of 1992 placed Progressive Conservative support at 18% of decided voters. On a trip through New England in September 1992, Getty decided to leave political life. In the bitter leadership race that followed the Lougheed-Getty era came to an end with the selection of former Calgary mayor and provincial minister of the environment, Ralph Klein as Progressive Conservative leader and premier. It was a historic shift. 

Klein’s focus as premier was the elimination of the provincial budget deficit and debt. In a series of spending decreases through the mid-1990s the Conservative government decreased provincial spending by an average of 20 percent through all departments. Despite the massive reductions in provincial spending, the provincial government gave the oil and gas industry a royalty holiday of $250 million in late 1992. The new federal Liberal government’s  ratification of the North American Free Trade Agreement (NAFTA) in November 1993, further restricted the ability of the federal and provincial governments to determine pricing and secure the supply of oil and gas for domestic markets. 

The oil and gas industry in Canada was now integrated into the North American markets. The post-NAFTA era in the Canadian petroleum industry reflected fluctuations in the price of oil and natural gas. Attempts to insulate the Canadian industry from the vagaries of market forces had been abandoned. Federal government price controls had been removed from oil pricing and provincial efforts to diversify the economy through various market interventions had come to an end. Always subject to the boom-and-bust cycle, the [producing provinces and territories were now even more dependent on international markets. When prices for oil and gas rose, the provincial and territorial economies surged; when prices declined, oil and gas companies cut back on exploration and production with provincial and territorial revenues following the downward trend. In Alberta, the Klein government continued the policy of royalty holidays and various tax expenditures to encourage further exploration and production especially in the tar sands. Designed to encourage exploration and production, the royalty structure in the Atlantic Offshore was very generous to the various petroleum companies. Nevertheless, the provincial and federal governments had removed any impediments to the full integration of Canada’s oil and gas industry into the North American and world markets. 

4. The New NEP and Kyoto

In October 1997, the Government of Canada signed a Kyoto Protocol. The Kyoto Accord mandates the reduction of greenhouse gas emissions (GHGs) to below levels found in 1990. GHGs are primarily carbon dioxide emissions (CO2), methane and nitrous oxide. These gases  are generally agreed to be a major contributor to global warming. Greenhouse gases are caused by the burning of carbon based fuels such as oil, natural gas, and coal. Once it is ratified the Kyoto Protocol binds Canada to a 6 per cent reduction of 1990 emissions between 2008-12. The Protocol “stipulates that progress in achieving this reduction commitment will be measured through the use of a set of internationally agreed-to emissions and removals inventory methodologies and reporting guidelines.”
 Kyoto enters into force when 55 signatories to the Convention accounting for a total of 55 per cent of GHGs have agreed to ratification. In November 2002 Parliament ratified the Protocol. The implementation strategy was released the same month.
 

Canadian greenhouse gases emitted to the atmosphere were approximately 726 megatonnes carbon dioxide equivalent (Mt) in 2000. This was a 19.6 per cent increase over 1990 totals. The electricity and petroleum industries contributed 264 Mt or 36 per cent of total national emissions in 2000. . “electricity related emissions accounted for 48 per cent and petroleum related emissions for 52 per cent of greenhouse gases in 2000. Since 1990 emissions have grown almost 38 per cent in the electricity and petroleum sector. The petroleum industries’ emissions increased 40 per cent in this period. The rise was due largely to increased production of oil and gas for export. At 179 (Mt) the transportation sector accounted for 24.7 per cent of total emissions in 2000. Emission increased 23 per cent between 1990 and 2000. On-road transportation contributed 72.7 per cent of GHGs in this sector. Almost all emission growth in the transportation sector can be attributed to sport utility vehicles and minivans. The other sectors of the economy – industry, residential, commercial and institutional and agriculture -- increased their emissions by 1 to 3 per cent. These low increases were in contrast to growth in Gross Domestic Product of 33 per cent during the same period. 

Alberta’s energy industry contributed 223,000 kilo tonnes of GHG emissions in 2000. This was 30.7 per cent of the national total. Ontario, on the other hand, with three times the population of Alberta contributed 207 (Mt) or 29 per cent of Canadian GHGs. It is clear that any effort to reduce GHGs would have a major impact on Alberta and specifically on the province’s oil and gas industry and the urban cowboys of Calgary who insist on driving oversized urban assault vehicles commonly know as SUVs.  

The Kyoto Protocol is the most significant issue facing Canada’s oil and gas industry. Through the Alberta, Newfoundland, and Nova Scotia  governments and several industry organizations, the Canadian oil and gas industry has expressed its dislike of the agreement.
 In September 2002, the Alberta government launched a $1.5 million advertising campaign designed to weaken public support for the Kyoto Protocol. New polling data indicate that the apocalyptic provincial advertising with its warning that thousands of jobs may be lost and living standards lowered has been successful. A majority of Albertans now oppose the ratification and implementation of the Kyoto Protocol.

The producing provinces, the various industry groups and the federal government had all agreed that Kyoto could not be implemented in its present form. Moreover, the U.S. administration of George W. Bush had stated it would not ratify or implement the Protocol. Any effort to require Canadian industry to reduce greenhouse gas emissions without the active participation of the United States would put Canada at a comparative economic disadvantage with its largest trading partner. The domestic oil and gas industry believed it would suffer a disproportionate burden of the Kyoto effort to reduce greenhouse gases (GHGs). Alberta was particularly concerned with the possible effects of the Kyoto Protocol. While Alberta’s conventional production of oil and natural gas would be affected by the implementation of the Kyoto Protocol, the non-conventional oil reserves found in the tar sands and in heavy oil would suffer the greatest blow. The costs associated with reducing GHGs would fall disproportionately on the non-conventional supplies of oil raising recovery costs by as much as $6US per barrel based on the industry standard of West Texas Intermediate (WTI) oil from the current $18US. With Middle Eastern oil averaging a recovery cost of $6 per barrel WTI, the costs of Kyoto would price Alberta non-conventional reserves out of the North American and world markets. Billions of dollars in planned investment could be lost and Alberta’s future economic prosperity threatened. In Alberta’s oilpatch comparisons with widely unpopular National Energy Program of 1980 abound. 

A few weeks before Prime Minister Chretien’s announcement in Johannesburg that Canada would ratify and implement the Kyoto protocol, the situation in Canada’s oil and gas sector had been very different. In May 2001, the Bush administration had released its National Energy Policy. The Policy – written by the National Energy Policy Advisory Group and chaired by the American Vice-President and former Chief Executive Officer of Haliburton Corp. one of the largest oil and gas field serve firms in the world, Dick Cheney – called for secure supplies of oil and gas for the United States through such mechanisms as enhanced recovery, increasing domestic supplies and global alliances.
 Canada’s deregulated energy sector has become the United States largest energy trading partner and leading supplier of natural gas, oil and electricity. In 2000 Canada supplied 14 percent of U.S. energy needs through an integrated network of pipelines and electricity lines. Canadian energy supplies – especially natural gas and oil – were not described as a foreign source of energy but as part of the U.S. domestic supply. American recognition of Canada’s importance as a source of energy was seen as part of the evolution of an integrated North American energy sector.

Even the federal government seemed to support the Canadian oil and gas sector. After years of lingering distrust from the 1980 national Energy Program, Ottawa had made an effort to reassure the Canadian producers that they welcomed the Bush National Energy Policy and that they would do all it could to sell Canadian oil and gas in the United States.
 Combined with a price for a barrel of oil of over $25(US) WTI and gas hovering around the $6 million cubic feet (MCF) the prospects for further investment, increased sales and expanded markets looked very good. 

On 2 September 2002 all this changed. While the Iraqi war had propelled oil to the $30 per barrel mark and natural gas moved to over $6 (mcf), there was a general recognition within the Canadian oil and gas industry that these prices could not be sustained. The downturn in energy demand following the 11 September 2001 terrorist attacks on New York and Washington had depressed prices to below $20 per barrel and gas to well under $3(mcf).The prospect of taxes to reduce CO2 emissions of as much as $50U.S. a ton threatened to drive investment out of heavy oil, the oil sands, the Offshore and north. Moreover, the prospect of inexpensive Iraqi oil flooding world markets added to uncertainty. The situation was exacerbated by the vague nature of the federal government’s commitment to Kyoto. The oil and gas industry and the Alberta government lashed out at the federal Liberals for their lack of clarity surrounding the Kyoto commitments. While the Prime Minister committed Canada to meeting the standards set by the Kyoto Protocol, the federal government waited until November to offer a plan on how these targets to reduce GHGs were to be met. 

There have been few studies on the impact of the Kyoto Protocol on the Canadian oil and gas sector. Because Ottawa has provided only a brief outline of its proposal to cut GHG emissions, the industry, environmental groups, and the public are left wondering exactly what effect the implementation of Kyoto will have. Combined with the continentalization of North American markets, the uncertainty created by the Kyoto Protocols may have a deleterious effect on investment in the Canadian oil and gas industry

Moreover, the ratification of the Kyoto Protocol signals a re-regulation of the oil and gas industry by the Federal government. Unlike the 1980 National Energy Plan, Ottawa is not seeking to Canadianize the industry, secure oil and gas for domestic consumption and industrial advantage, or even share in the profits generated by the oilpatch. Instead, the federal government has begun a process of horizontal environmental regulation – regulatory stacking – that combined with U.S. efforts to secure a safe and reliable source of oil and natural gas has left Canada’s oil and gas industry in a very uncertain situation. The oil and gas sector is once again caught in the classic tug-of-war between the multilateralist or centralizing policies of the federal government and the continentalizing impulses of the United States under the auspices of Bush’s new-sovereignty unilateralism. It is within this uneasy balance between the two competing forces that the Canadian petroleum industry finds itself.  

5. Conclusions

The Canadian oil and gas industry is in a period of change. But what kind of change has not been determined. The industry is pulled between two competing and contradictory priorities. On one side is the Bush Administration’s efforts to secure a safe and plentiful supply of inexpensive energy. The continentalist initiative is supported by the provincial governments of the producing provinces and the oil and gas industry. Until recently the federal Liberal government of Jean Chretien had pledged its support to help the oil and gas industry sell its oil and natural gas in the American market. But all this changed when the Prime Minister announced that Canada would ratify and implement the Kyoto Protocol on reducing greenhouse gas emissions. The multilateralist inclinations of the Chretien government and its support for the Kyoto Protocol on reducing greenhouse gases have created a classic nationalist-continentalist debate in Canada. Abandoning its interventionist policies of the 1970s and 1980s, Ottawa has replaced these nationalist inclinations with an international agreement to reduce global warming. The multilateralism of federal environmental policy stands in contrast to the efforts of the U.S. both to secure reliable sources of natural gas and oil and its refusal to ratify the Kyoto Protocol.

The oil and gas industry has evolved in four distinct historical phases each identified by the relationship between the provinces and the federal government. The first period was the colonial phase between 1869 and 1930. Although the petroleum producing region of southern Ontario was under provincial jurisdiction, it was during this time that the federal government had jurisdiction over the oil and natural gas reserves of the western sedimentary basin. When the prairie provinces obtained control over natural resources in 1930 a second phase began. This era saw the provincial governments – especially Alberta – focus their efforts on attracting and placating large, mainly American, oil companies. The Social Credit government of Ernest Manning, for example,  had a deliberate policy of discouraging domestic investment and encouraging multinational oil companies – the Big Four as they came to be known – to exploit Alberta’s oil and gas reserves as quickly as possible. The Manning government refused to impose any restrictions on the multinationals. There were no requirements to use Canadian labour, management, or services or goods. 

The third phase in the history of Alberta’s oil and gas sector began with the election of Peter Lougheed’s Progressive Conservative government in 1971. Lougheed demanded concessions – however minimal – from the foreign based energy companies. With the oil shocks of the 1970s, the western provinces were distracted from the goal of maximizing returns from a non-renewable resource and instead focused their attention on thwarting the efforts of the federal government to nationalize and manage the oil and gas industry. Federal intervention in the western oilpatch ended officially in 1985 with the signing of the Western Accord. The Western Accord effectively ended the federal Liberal’s National Energy Programme and replaced it with a system of supply and distribution based on free market principles. The official end of the NEP did not mean that several of its goals had not been achieved. For example, the Canadian oil and gas industry – within a few percentage points up or down -- is now more that 50 per cent domestically owned and controlled.
 As well, the federal government remained a key partner in the development of the Atlantic Offshore and the custodian of the northern reserves.

On 2 September 2002 Prime Minister Jean Chretien announced that Canada would ratify and implement the Kyoto Protocol on Climate Change. The Canadian oil and gas industry was surprised by the announcement. The federal government had let the 1997 Kyoto Protocol sit on the shelf for five years. There was disagreement on the economic effects of Kyoto and little planning had been done on how to implement it. The Alberta government with support from British Columbi, Nova Scotia and Newfoundland moved to fill the void. Using the Trudeau-era NEP as a comparison, an aggressive $1.5 million marketing campaign was launched by the Alberta Conservative government of Ralph Klein. Led by the Minister of the Environment, Lorne Taylor, the province’s anti-Kyoto crusade has been an effective tool in swinging public opinion in Alberta and other producing provinces against the agreement. 

The Kyoto Protocol, however,  is fundamentally different from the 1980 NEP. While the National Energy Programme was a nationalist enterprise designed to counter the continentalist pull of U.S. markets and multinational petroleum companies, Canadian ratification and implementation of the Kyoto Protocol is a multilateral approach to the problem of climate change which is global rather than regional in scope. The result is a new dynamic between the continental strategy of the Bush administration and the international agenda of the federal government. 

The Canadian oil and gas industry is in a state of flux. The Iraq War, American continental energy policy, and the Prime Minister’s announcement on ratification and implementation of Kyoto have contributed to a climate of uncertainty in the Canadian oilpatch that has not been seen for a generation. While the producing provinces promote a continentalist agenda, the federal government has replaced its market-oriented energy policy of the post-NEP era with a multilateral environmental accord that thrusts Ottawa back into a prominent if not determining role in the oil and gas industry. While the final outcome of this tension between the province’s continentalist polices and the federal government’s multilateralist approach are uncertain, the example of earlier nationalist-continentalist battles indicates that the provinces’ efforts to blunt Canada’s Kyoto commitments and their efforts to retain and even increase their control of the oil and gas industry will triumph. The Canadian oilpatch may be the place where the regionalism of provincial politicians and the U.S. Bush Administration triumphs over the internationalism of the federal government and the international community. 

Even the provincial regulator, the Alberta Energy Resources Conservation Board (ERCB), faced cuts in funding and a massive restructuring. Long the provincial governments window on the energy sector, the Energy Resources Conservation Board and its successor the Alberta Energy and Utilities Board faced a series of crises through the 1990s and 2000s. The first crisis the provincial energy regulator faced was the nomination Ken Kowalski as chair of the ERCB. A long-time provincial cabinet minister Kowalski was fired from cabinet due to several disagreements with the Premier in the September 1994. The oil and gas industry immediately voiced its disapproval at the appointment of someone with little or no experience in the energy sector. Even the well-respected former chair of the ERCB, George Govier, intervened to declare his opposition to Kowalski’s appointment. Understanding that he had made a mistake, Klein revoked the offer and Kowalski was relegated to the government’s backbench.
 

In February 1995,, the ERCB was merged with the Public Utilities Commission (PUC) to form the Alberta Energy and Utilities Board (EUB). The funding formula of the new EUB was also different from its immediate predecessor. With an expanded jurisdiction that now included both the petroleum and electricity industry, the EUB was to be 70 per cent funded by industry and 30 per cent by the province. The reorganized board faced a variety of problems. The most immediate was the blending of the two previously separate units – the Energy Resources Conservation Board and the Public Utilities Board. Both organizations had different administrative styles which were difficult to reconcile. In April 1996 the Alberta Geological Survey join the EUB. In the transition it was the Energy Resources Conservation Board that came to dominate the new organization.
 

The EUB consists of six board members and a chair and vice-chair. Although the board reports to the provincial legislature through the Minister of Energy, it is an independent administrative tribunal. Its staff of 750 is located in 14 communities in the province with a main office in Calgary. Its mission is to ensure that the discovery, development, and delivery of Alberta’s energy resources – petroleum products – “takes place in a manner that is fair and responsible to the public.”
 The EUB has four core functions: adjudication and regulation of matters relating to utility rates and the development and transportation of energy resources; ensure energy resource development is in the public interest; ensure public safety and environmental protection through regulatory requirements, surveillance and enforcement; and, ensuring the availability of information to support development.
 The EUB issues licences for drilling not only on Crown land but on private property as well. It is through the licencing processes that the EUB attempts to conserve existing resources and to obtain maximum recovery from oil and gas reserves.

In 2000-2001 the EUB approved a variety of different projects. The Board gave the go-ahead for 14,473 new wells including sweet single wells, sweet multiwell pads, sour single wells, sour multiwell pads, sour wells, and critical sour wells. It also approved 8392 permits for new pipelines and modifications to existing pipeline licences, 1,650 new sweet and sour gas facilities, oil and gas batteries, pump stations, tank farms, as well as 312 sour gas flare permits. It also approved nine industrial development permits for oil sands, oil and gas. This picture of EUB activity does not include the regulation of electrical utilities, the mapping division, coal, or the various statistical services provided by the Board. Simply put, the Alberta Energy and utilities Board has regulatory authority over all aspects of energy resource development within the province.

The thirds crisis the EUB faced came in the form of violent actions aimed at the oil and gas industry in Northern Alberta. In the mid and late 1990s over 166 different acts of vandalism occurred in the oil and gas fields around Beaver Lodge and Hythe near Grande Prairie northeast of Edmonton. The individual at the centre of this controversy was Weibo Ludwig. Ludwig was convinced that gas flaring near his religious commune had caused the stillbirth of several children and animals. Frustrated with the lack of action on the part of the provincial Ministry of the Environment and the Energy Utilities Board to act on his complaints it was alleged that Ludwig undertook a series of sometimes violent actions to end the intrusion of oil and gas companies on his land and that adjacent to his property. Although Ludwig was convicted on several counts of vandalism and public mischief he was charged with any of the numerous bombings of natural gas installations in the Hythe region. In fact, only the RCMP and Alberta Energy Company admitted to using explosives to destroy a gas well installation as part of an elaborate scheme to implicate Ludwig in other similar incidents.
 While the bombings and other acts of violence should not be minimized – especially the shooting death of a local teenager, Carmen Wylis, on Ludwig’s farm – the incidents at Hythe demonstrated the inability of the EUB and the Ministry of the Environment to deal with concerns over gas flaring and other issues associated with the exploration and production of natural gas.

Chapter X: "Offshore Petroleum Politics: A Changing Frontier in a Global System" -  Peter Clancy, (SFX)

In the new millennium, the overriding concern of Canadian offshore capital is for stability and greater certainty in its political environment.
  On the Atlantic coast, petroleum operators and governments are negotiating regulatory change through an energy roundtable. On the Pacific, corporate rights holders have made it clear that they will not return to offshore activity until federal and provincial authorities have resolved First Nations title claims and jurisdictional overlaps to the satisfaction of all major stakeholders. In the Arctic, the decade of the 1990s brought dramatic political change through a series of Aboriginal rights settlements. While this opened the way for expanded resource investment, it also raised questions of how the myriad planning and management authorities -- federal, territorial and Aboriginal -- would interact in regulating major project initiatives. One response, in the Mackenzie Valley region, is a multi-party  cooperative agenda among regulatory authorities. Offshore, the frontier of capital-state relations in Canada is under challenge.

How should these initiatives be understood? Forty years into the era of Canadian offshore oil and gas operations, the leading business and government interests agree that the political and administrative coordinates are complex, lengthy and sometimes unpredictable. Are these the expected coordinates of an established global business? At the same time, public authorities are mandated to oversee comprehensive legal regimes covering the administration of crown petroleum assets, the protection of offshore environments, safety conditions in the offshore workplace, industrial and employment benefits for host economies and other pressing matters. This prompts questions of state jurisdiction in offshore territories, between nation states, within nation states (particularly those federal in form) and among the institutions of a state. Finally, offshore hydrocarbon resources enjoy an economic priority in the early 21st century. Virtually all global energy forecasts accept that petroleum will bridge the transition to new energy sources, for at least two further decades. With major new onshore prospects either declining, politically insecure or commercially prohibitive, offshore prospects and supplies command the most urgent attention.   

In this chapter, the offshore petroleum sector is explored from a series of different perspectives. It is best understood, I believe, as a staple resource domain poised between local, national and international forces. Local variations are significant variables, for an industry that operates on three coasts and under multiple regional state regulators. At the same time, local interests have frequently struggled for voice and influence in offshore policy regimes oriented toward "higher" interests. The national dimensions of this domain are evident in the central roles of petroleum capital and provincial and federal states. The offshore industry began, in the decades following World War Two, when the American and Canadian oil patch followed geological prospects from dryland basins into the waters of the continental shelf. State authorities followed suit, extending and adapting their terrestrial petroleum exploitation regimes to a new jurisdiction, while sparring over the jurisdictional entitlements of provincial/state and central governments. Figure 1 highlights Canada’s extensive continental shelf jurisdiction. 

Figure 1 

Finally, offshore petroleum evolved rapidly into a global domain. While its modern commercial roots are on the US Gulf Coast, where exploration began in the 1940s, the international oil giants assumed an early and dominant role. By the time new offshore basins drew attention in Europe, Latin America, west Africa and the Asia-Pacific, a fully rounded industry complex (including not just operators but service firms) enjoyed a predominant competitive position. This meant that the development of second and third generation prospects would involve, in part, tensions between host states and overseas capital over the terms of domestic and foreign participation. It also means that, regardless of formal ownership, an engineering and technology dynamic drives successive efforts to locate, extract and transport subsea petroleum on a world-wide basis. In any phase of the offshore petroleum cycle, be in exploration, commercial development, production or shut-down, corporate enterprise operates on a global scale. The offshore represents a petroleum frontier in yet another, physical sense, as advances in technology, finance, equipment and expertise have pushed operational prospects into deeper waters and more severe climates. This transforms the calculus of commercial viability while at the same time posing formidable challenges to state authorities.

The balance of this chapter surveys certain analytical threads that shape the politics of offshore petro-politics, both retrospective and prospective. It begins by exploring the distinctiveness of the offshore petroleum domain, with particular attention to the spatial and temporal dimensions of offshore policy. It then considers the political organization of offshore petroleum capital, the impact of technology as a political variable, and epistemic contributions to decision-making and power relations. Attention then turns to the offshore industry management in federal systems, with particular attention to the Canadian policy experiment with joint (federal-provincial) management structures. Offshore petroleum policy is revealed as part of a wider phenomenon of marine federalism and oceans governance. Finally, the chapter closes with some reflections on the strengths and capacities of Canada's management regime for this important offshore staple.

Offshore Petroleum as a Distinct Political Economy


For all of the reasons sketched above, offshore petroleum can be treated, politically and commercially, as an industry sui generis. The most effective way to explain the contemporary trajectories of Canadian offshore politics is to recognize its many singularities within the wider contexts petroleum and energy policy. This is not a new proposition. Repeatedly during the 1950s, American oil interests pressed both Congress and the administration with arguments that the offshore petroleum industry was, by nature, qualitatively different from its onshore counterpart (Baxter 1993; Lore 1992).  Government was urged to legislate, tax and regulate accordingly. In the half century since that time, offshore exploration and production has extended from a modest foothold in the US Gulf of Mexico to a global industry at dozens of locations around the world. Perhaps we can take the American Petroleum Institute's contention, of the inherent uniqueness of offshore oil and gas resources, as a point of departure for a survey of its politics, policies and administration.

Realistically, of course, the offshore industry can never be detached from the land-based energy and hydrocarbon policies of sovereign states. So many of the legal and policy templates for industry development were forged in terrestrial contexts (Baxter 1993; Fant 1990; Richards and Pratt 1979).  Similarly, developments in the law of the sea have conferred crucial jurisdictions over continental shelf resources to national and regional authorities, enabling such states to extend their political-economic agendas accordingly (Chircop and Marchand 2001, Fitzgerald 2001; Hendreth 1986; Silva 1986; Stalport 1992).

At the same time, a series of factors point toward the recognition of offshore petroleum as a distinct industry and political subset. To begin, it exists by virtue of complex engineering and technology systems that are among the most dynamic on the globe (Fee and O'Dea 1986; Kash 1973).  Moreover, the transfer of these technologies, from one hydrocarbon prospect or basin to another, correlates directly with intra-firm and inter-firm transactions. Equally significant is the diffusion of  public policy and regulatory practice (Nelsen, 1991; Noreng 1980). Over time, the jurisdictional status and regime structures for offshore petroleum have diverged increasing from their terrestrial counterparts (ACPI 2001; Fant 1990).  Nor has the offshore petroleum sector functioned in political isolation. A continuing thread of overlaps and intersections with other ocean businesses -- marine transport, communication, fishing and others -- complicates the rounded management of hydrocarbon resources. In addition, a new type of policy challenge has emerged in recent years, in the form of ocean policy and ocean governance. These frameworks are predicated on integrated resource management of extensive ocean areas, usually in reference to ecosystem health and integrity. To date, they have no counterpart in terrestrial oil and gas administration, where a "pillared" regime normally distances petroleum from agriculture, forestry, wildlife and water management (Cicin-Sain and Knecht 2000; Goldstein 1982).  These emerging meta-frameworks complicate the political context for offshore capital in a variety of ways, as explored later in the chapter (NRC 1997).  

Spatial and Temporal Dimensions 

Policy diffusion can be explored in at least two dimensions, the spatial and the temporal. The spatial is evident on any global petroleum map that highlights the interplay of offshore basins and geo-political authorities. When operations were pioneered in Gulf of Mexico in the postwar period, the coastal states vied with Washington to claim legal jurisdiction. The resulting judicial settlement limited Louisiana, Texas, California and the rest to a coastal strip of three nautical miles, with the balance of the offshore continental shelf falling to the federal Department of the Interior (Gramling 1996; Lore 1992).  When new offshore plays began in the North Sea, in the late 1950s, the coastal nations had a different pre-occupation. They carved the region into a series of national sectors, based on a modified equidistance principle. Beginning in the southern waters adjacent to the Netherlands and England, the exploration frontier moved slowly northward to the middle and ultimately the upper reaches of the North Sea.. As most of the world-class fields were found in the northern reaches, the major beneficiaries proved to be the United Kingdom and Norway, unitary states in which the central governments enjoyed exhaustive jurisdiction (Dunning 1989; Nelsen 1991; Noreng 1980; Jenkin 1981). 

In Canada, the geo-politics of offshore claims parallelled the American pattern. In the early 1960s, both the coastal provinces and Ottawa asserted resource jurisdiction to the continental shelf. This resulted in parallel regulations and permitting systems, a highly unsatisfactory situation for explorationists who often responded by taking out dual permits in order to fortify their legal positions. In arguments that foreshadowed later disputes, the provinces claimed an offshore jurisdiction as part of their pre-confederation powers while Ottawa asserted its treaty power. The Supreme Court of Canada offered its first authoritative ruling in the BC Offshore Reference case of 1967, where it found in favour of a federal jurisdiction. However this proved only to be an opening salvo. The Pacific coast was again the battleground in the Strait of Georgia dispute, where the BC Court of Appeal found in favour of the province in 1976. Eight years later, the Supreme Court of Canada agreed, confirming the distinction (on the west coast at least) between provincial subsea ownership of an 'inner' shelf between the mainland and Vancouver Island and federal ownership of an 'outer' shelf beyond the Strait (Townsend Gault, 1983).

It is in this context that Ottawa's eastcoast strategy must be understood. Encouraged by the developments in westcoast law, and early drill results off their own shores, the eastern provinces intensified their jurisdictional claims. Each province had colonial precedents that could point toward a Strait of Georgia outcome. Despite its prevailing legal advantage, based on 1967, Ottawa's constitutional position was far from unassailable. The Trudeau government entered negotiations with the Atlantic provinces, toward an intergovernmental protocol on shared resource management. This led to an agreement in 1977, signed by the three Maritime provinces but not Quebec or Newfoundland, that designated revenue sharing and administrative arrangements for both the Gulf of St. Lawrence and the ocean continental shelf (Chronicle-Herald, 1977).  

Here were the seeds of a new approach to joint federal-provincial management, that is explored in greater detail below. However the prospects of joint management were far from assured at the time. In Newfoundland, Brian Peckford had enacted a comprehensive regulatory regime of its own, inspired largely by Norwegian experience (House 1985). In Nova Scotia, the Buchanan Conservatives withdrew from the 1977 agreement soon after acceding to power. The dual 1979 discoveries of Hibernia oil (Newfoundland) and Venture gas (Nova Scotia) significantly heightened provincial ambitions. Here, however, the tactical paths of the two provinces diverged. Nova Scotia enacted strong ownership and regulatory measures in 1980, though they were never proclaimed. Instead Buchanan joined Ottawa to strike the 1982 offshore accord, setting aside the ownership issue in favour of shared management controls. Dismissing this deal, Peckford launched a 1983 reference case on Newfoundland's offshore claims, which was trumped by Ottawa's separate reference to the Supreme Court of Canada. The federal victory here did much to fortify its east coast jurisdictional base, concluding two decades of litigation over the spatial politics of Canadian offshore petroleum.

The temporal dimension is equally significant, as revealed by a longitudinal analysis of any offshore geological prospect or basin. This highlights the "life cycle" stages of an offshore play and its tightly-woven policy correlates. Four stages are generally discerned here. The first covers the exploration stage beginning with the taking of legal permits that require a stipulated work program over a designated period of 5-10 years. Prospective explorers are invited to nominate blocks of seabed space which they judge promising. Bids are then invited and awards are made based on the highest level of work commitments. Normally this combines geo-physical, magnetic and seismic surveys, performed by air and sea. Where the results are sufficiently suggestive to merit further investigation, permittees move to exploration drilling, in which holes are sunk at designated locations to test for hydrocarbon reservoirs. While permit holders can handle this work themselves, they can also make deals with other firms to 'farm in' on the exploration play and earn an interest in any discoveries. Significant finds are normally followed up by delineation drilling, to establish field size and boundaries.

The second, development, stage begins when a commercial discovery is declared. Here exploration permit holders have the opportunity to convert their rights into longer term development leases that are tapered to the expected life of the field. At this point, plans are designed for petroleum production systems, which include subsea wells, seabed control facilities and gathering lines, production platforms and pipeline or ship-based transport and storage facilities. It is at this phase that the predominant capital commitments are required. The rights-holders, or operators, often turn to major engineering and construction contractors to fabricate and install major facilities. As well, state authorities exercise powers of regulatory approval over development activities as they unfold.

The production phase begins when oil, natural gas or other petroleum liquids begin to flow. This is far from a simple management challenge. Rates of flow will vary over the life of a reservoir, and extraction practices can affect both the volume and the duration of production. 'Reservoir management' figures as a central challenge if maximum returns are to be realized. While the production stage is more modest in its capital and labour components, supply and service is a continuing function over the life of the project. As production continues, it is also common for initial investors to sell their holdings, so that ownership (and possibly business strategy) will change. The public policy challenges of managing field or basin transitions from dynamic to mature conditions is a central challenge, and not one that state authorities have always recognized. For example, the state interest in maximizing hydrocarbon extraction even as rates of flow decline, can be at odds with operator interests in terminating operations when marginal returns fall below those of other corporate holdings.

Eventually the hydro-carbon yield diminishes to the point where closure takes place. This final phase entails the permanent sealing off of well facilities and the de-commissioning of offshore installations. Because of its pioneering place in offshore history, the Gulf of Mexico was the first  region to confront this challenge. Hundreds of offshore platforms have been abandoned and thousands will face this situation in future years. A variety of industry protocols and state regulations have emerged in response. Options range from complete removal of facilities above the sea floor, to partial dismantling to below navigable depths, to virtual abandonment in place.  The US 'rigs to reefs' program highlights the continuing roles of abandoned jacket structures in sustaining pelagic and benthic eco-systems that originated during production years (Dauterive, 2000). The only offshore production system to have reached this stage on the Scotian Shelf was the Cohasset-Panuke oil project, where oil flow ended in 1999. A further strategic attribute of de-commissioning involves the business opportunities to provide the engineering and construction techniques that continue to evolve to meet this need. Parallel to this are the public policy questions of long-term operator liability and financial contingencies that need to be met before the final phase commences.

As with any cycle framework, there is no strict unidirectionality here. Cycles can be arrested, reversed and reset. For example, the Gulf of Mexico was widely regarded as a spent basin by the early 1990s, with exploration activity stalled and production volumes sinking sharply. Yet in 1995, a new boom began, with the advent of deepwater drilling (in subsurface depths exceeding 1 000 feet) and deep structure drilling (exceeding 15 000 feet below seabed). This gave new life to what was regarded hitherto as a mature and declining sector (Gurney 1997; US MMS 2003).  To restate, the prospects for offshore comparative analysis, on both spatial and temporal dimensions, are both rich and promising. 

Offshore Petro-Capital as a Political Factor

We begin, in the political economy tradition, by questioning the organization and power quotient of ocean capital. It can be seen that the offshore petroleum industry displays sufficient uniqueness of upstream operations to be considered a distinct sub-industry within the hydro-carbon sector. Not all firms are equipped, technically or financially, to pursue these activities.  This is reinforced by specialized management regimes, which define and allocate property rights and commercial obligations. It is also underpinned politically by policy networks in which capital, state and societal interests coalesce.

This being said, a plethora of basic questions remain. How is offshore petro-capital organized in particular cases? Is the "field" or "basin" a relevant political denominator?  On a separate track, how does the offshore petroleum fraction relate to petroleum capital in general? Such questions point to the study of corporate involvements over space and time. What is the significance of differential degrees of corporate exposure/commitment to the offshore play?  The role of farm-ins and joint ventures has long been recognized as a source of industry solidarity (House 1980). Is it especially pronounced offshore, given the capital commitments and heightened risks? 

Then there is the question of associational structures giving voice to offshore interests. This is normally a complicated terrain of trade associations, business coalitions, technocrats and consultants that can be expected to consolidate common interests and narrow the range of variance. Relations between "petroleum" and other "ocean industries" are also pertinent, both as an indicator of potential alliance and an index of inter-industry rivalry. The role of finance capital also begs attention, in consolidating the political program of the offshore bloc, articulating long term investor preferences and broadening business leverage.

These are more complicated problems than may first appear. There are few if any oil companies that restrict their operations to offshore waters alone. More commonly, a firm involved in upstream activities (i.e. exploration, extraction and transport) assembles a portfolio of properties and positions in properties, of varying degrees of risk, in its efforts to acquire proven and commercially exploitable reserves. This quite likely combines different fields, basins and petroleum provinces, within a single nation or beyond. Within such firms, an intricate internal process dictates where exploration and development funds will be spent in a given year. Consequently, regional and project managers bring a range of prospects to the corporate table where they compete for annual appropriations. Relative attractiveness can change over time, according to exploration results, market conditions and political contexts. Nevertheless, so long as a firm is committed to an exploration play, through the holding of exploration rights, farm-ins on wells or equity in development projects, that company bears a significant interest in the success of the play. It can be expected to participate in industrial collective action to enhance that interest. 

So long as the prospective sedimentary geology is confined to a single state jurisdiction, as in Alberta in the period 1918-58, the lines of political mobilization and intervention may be relatively straightforward. The upstream industry depended on provincial tenure and licensing policy, and the Alberta Petroleum Association (renamed the Canadian Petroleum Association in 1952) functioned as the collective voice of the major companies in dealing with the government in Edmonton. However as prospectivity proliferates into multiple state jurisdictions, the challenges of aggregating and articulating the concerns of shifting subsets mount. The CPA, like other trade associations servicing increasingly diversified memberships, opted for specialized internal sections or divisions where the relevant business constituencies could coalesce for particular concerns and campaigns, while remaining part of the umbrella association and reporting through its board of governors. The Saskatchewan and British Columbia divisions were established in this way. 

A separate vehicle, the Independent Petroleum Association of Canada, was formed to represent companies whose activities concentrated in the upstream (exploration and production) stages. This sprang in part from post-war policy tensions with the foreign owned "majors" over the shape of the Canadian oil market. With an interest in supplying the largest possible domestic market (at a time when oil exports were tightly controlled), the prairie independents pushed for a coast to coast pipeline network. The foreign-owned majors, already supplying the Quebec and Maritime markets from their offshore sources, pushed for a west-east divide (House 1980).  While the CPA and IPAC enjoyed similar membership numbers by the 1970s, the companies securing acreage on the east coast offshore were largely, though not exclusively, foreign owned majors. This, together with the American precedent, may explain why the offshore corporate segment sought stand-alone representation at an early date. 

In the US, a specialized offshore association emerged shortly after the war. The Offshore Operators Committee or OOC was organized before 1950, to speak for the offshore upstream segment of American petroleum. Over the past half century it "has evolved into the Oil and Gas industry's principal representative regarding regulation of offshore exploration, development and producing operations in the Gulf of Mexico" (OOC).  In particular, the OOC focuses on regulatory rulemaking processes by government agencies. In 2002, the OOC numbered 70 operating companies and 25 service companies. It should be noted that many if not most of these firms maintain parallel memberships in the American Petroleum Institute or API (the omnibus voice of integrated oil) and other more specialized industry associations numbering more than a dozen.   

In Canada, the analogue to the OOC appeared in two frontier regional associations. Their formation reflected the start of offshore drilling, with the first exploratory well drilled on the east coast in 1966 and the first in the Arctic five years later. The offshore exploration permit holders banded together in two regional clusters in the early 1970s, each numbering about two dozen firms. For the federal northlands this took the form of the Arctic Petroleum Operators Association or APOA. On the Atlantic continental shelf, the parallel body was the East coast Petroleum Operators Association or EPOA. In the latter case, the costs of collective action were met by an assessment on the acreage holding member companies, whereas in the former, some of the staff costs (and benefits) were underwritten by the broader petroleum constituency (Eastern Offshore News).

In 1983, the EPOA opted to merge, organizationally, with the Canadian Petroleum Association. In effect, it was incorporated as a regional bloc and was renamed the Offshore Operators Division or OOD. Led by a board of directors that met almost monthly, it was supported by a single staff officer, and spoke officially through the executive committee of the board. Several years later, the APOA followed suit and entered the CPA in 1985-86. (This coincided with the mid-decadal slump and massive industry efforts to curb expenditures.) The offshore group was renamed the CPA Frontier Division, in which business was conducted through two parallel regional arms that shared a staff officer. This structure acknowledged the member firms' shared experience under Canada Lands legislation, while at the same time conceding that the east coast regulatory boards and basins presented unique elements not found in the arctic. In fact the CPA went further by opening regional offices in Halifax and St. John's by 1983. Today this continues as the Atlantic section of the Canadian Association of Petroleum Producers or CAPP.

Even within the CAPP bloc, it would be wrong to assume a uniformity of corporate interests in offshore matters. To cite only the most recent development, the turn of century mega-mergers have created a new tier of international interests that dwarf, in scale, all other oil producers. The appearance of these "super majors" -- Exxon Mobil, Chevron Texaco, Total-Elf-Fina, and Conoco-Philips -- has altered the offshore business in a number of ways. First it has halved the number of giant players in the international petroleum game, curbing the amount of exploration rivalry. In addition, the rationalization of budgets, staff rights-holdings and planned projects, as these giants seek to achieve economies from their consolidation, has cut significantly the amount of exploration capital being directed at high risk basins. This has a knock-on impact in the offshore service and supply sector, which finds itself squeezed harder by these same tendencies. Furthermore it reinforces the tendency of mega-firms to limit their interest to truly giant finds, passing over promising prospects whose profit potential fails to match their newfound scale. Of course there are many other corporations that can exploit this situation. Instead of targeting the global elephant fields, they seek portfolios of more modest scale, specializing in prospects that the supermajors decline or abandon, or concentrating on secondary or tertiary extraction from maturing fields that are being abandoned by their initial developers (Mitchell 2001; Noreng 2002, Yeldin, 2004).

It is important to note that this does not exhaust the range of offshore corporate interests. Indeed petroleum was a relative latecomer to business in the oceans sector, preceded by such major industry groups as shipbuilding, marine transport, cable and communications and commercial fishing, to name the most prominent. Traditionally the ocean was treated as open space in which separate core industries pursued independent operations. This changed in the 1970s, however, as "ocean industries" began to be recognized in government circles as a strategic growth sector (Beale 1980).  The federal government's industrial strategy exercise of 1977 launched consultations in 22 designated sectors, including ocean industries (French 1980; Baetz 1985).

The possibility also existed for an umbrella grouping of marine-oriented firms and sectors that were in the business not of petroleum extraction per se, but rather of selling specialized goods and services to the offshore petroleum operators. In Nova Scotia, this was realized in 1982, with the organization of the Offshore Trades Association of Nova Scotia or OTANS. In March of that year, the Canada-Nova Scotia Offshore Oil and Gas Accord was finalized, putting aside the legal dispute over federal or provincial crown ownership and stipulating a new joint offshore management regime to encourage early and extensive development. This included an estimated $2.5 billion of tax breaks and grants aimed at catalyzing new investment. 

In August, a delegation of Nova Scotia business people visited Aberdeen, Scotland, to better understand the potential for offshore linked industry. There "the group saw tremendous potential, but they also learned that the oil and gas industry is a truly global business with plenty of natural barriers to entry" (OTANS). Before they returned, it was resolved to "put together an association  aimed at pooling information and talent, and advancing the interests of Nova Scotia companies ... We wanted to be able to say very clearly what we felt were the best policies for Nova Scotia industry" (OTANS). 

From the outset, OTANS combined advocacy ("to support the maximization of Atlantic Canadian participation in the supply of both goods and services"), market intelligence on business opportunities ("meetings with industry leaders" and "information bulletins") and member networking (with one another and with the lead offshore operators). The original 30 members grew to 200 within a few years. While the offshore supply and service sector has waxed and waned along with the offshore business cycle, OTANS numbers over 500 members in 2004, and now describes itself as Canada's largest oil and gas industry association.

Looking beyond the parameters of industry affinity, a series of market factors will inevitably shape the timing and intensity of political representations. Offshore developments cannot proceed without assured markets and these become integral to political coalition building. Then there are the so-called "cycle" factors that stem from the phase of project development. There is room for considerable ambiguity here. On one hand, industry political agendas can be expected to reflect the changing imperatives the field life cycle, and the "basin development" hypothesis deserves sustained attention.  At the same time, fields are likely to include projects at many stages of development. At present on the Scotia Shelf, the Cohasset oil field has been decommissioned, Sable gas is in production and Deep Panuke is in an early development stage. The muting or offsetting impact of such multi-phase priorities cannot be discounted either.

Several possible trajectories can be seen here. Over time, offshore petroleum networks can  shift their shapes. This begins as a classical industrial clientelism, in which state agents bargain with petroleum operators and the offshore service sector over the terms of development for the resource. With time, however, it evolves toward something new, whose outline is not yet entirely clear. This may be a form of business-government concertation, driven by high level elite accommodation. Already there is an evident drive to restructure the regulatory regime toward a simplified, standards-driven, third-party audited form of performance regulation. Alternately, it may evolve  toward a broader ocean pluralism, in which a stakeholder network extending well beyond the petroleum bloc seeks to reconcile petroleum with other ocean policy values and interests. The sections below help to clarify these possibilities.

Technology as a Political Variable

It is worth recalling the primitivity of early offshore exploration in the Gulf of Mexico region. In the 1940s, drilling barges were dragged into shallow water positions, through straight-line channels cut into Louisiana coastal wetlands, and submerged. As ambitions turned toward open water, military-surplus landing ships were refitted with derricks and drill support systems (Szell 1979).  The first authentic "standing" rig, the Kerr-McGee Rig 16, only went offshore in 1947, 12 miles from the Louisiana coast in 18 feet of water. In the half century since, the Gulf of Mexico geological province (and its industrial and political regimes) have been transformed repeatedly. Figure 2 illustrates one dimension of this, in the evolution of offshore platform systems.

Figure 2

The early 1970s saw a recognition of technological complexity and its societal impacts. One analytic school which sought to capture this phenomenon was "technology assessment". By mid-decade, an Office of Technology Assessment operated in the US Congress and in Ottawa, the Science Council had taken up the theme. In essence. it was advanced "as a policy tool for alerting public and private policy-makers to the likely consequences of  making a decision either to deploy a particular technology or to choose from among competing technologies" (Kash 1973: 3-4).

In retrospect, it is evident that the TAS school sought the most comprehensive basis for understanding societal impacts. As such, it was compatible with the emergence of "project assessments" for major energy projects. In fact, one of the most elaborate first-generation TAS projects, based at the University of Oklahoma, tackled US outer continental shelf oil and gas operations. In Canada, a similar perspective was advanced by the Science Council of Canada and shed considerable light on the emerging offshore industry (Gibbons and Voyer 1974; Keith et al 1976)

Accelerated technology is integral to the business and politics of offshore petroleum. The Offshore Technology Conference, in Houston, is its annual showpiece (OTC). However it is driven more fundamentally by a plethora of geo- science and marine- engineering disciplines housed within firms, consultancies and academic settings. On the water, the most visible expressions are the new structures - the rigs that anchor exploration and production. Technology innovation, of course, is not confined to offshore petroleum, but it is more critical there. After all, technology advances were instrumental in creating the offshore industry (Gurney 1997; NRC 1980). 

Over the past generation, the waves of innovation have been dramatic, affecting the prospects for locating petroleum deposits, in gaining access to ever more remote sites, in organizing the collection, storage and transport of products, and in the resurvey and rediscovery processes that have turned mature sites and basins into new high growth prospects (US DOE 1997; US DOE 1999).

Among these transformative technologies would number the following.  In seismic reconnaissance, three and four dimensional  image measurement has dramatically refined the accuracy of  pre-drill intelligence. This, incidentally, has a major implication for offshore regions that have been "inactive" in recent decades, either by formal moratoria policies (as in BC and NWT) or by lapses in exploration rights-holding. The reopening of such areas facilitates qualitative reappraisals through new seismic campaigns. Second, directional drilling has become far more sophisticated, allowing both angular and horizontal access to reservoirs. In offshore environments, this provides great flexibility in drilling multiple wells, in significantly dispersed configurations, from a single platform, and utilizing seabed lines to gather the product together. Finally, techniques of "measurement while drilling" allow ongoing well data to be compiled in a single step with well drilling. In super-high cost environments, where single wells can cost $50-75m in shallow water and twice that amount in the greater depths of the continental slope, these represent dramatic economies.

For its part, offshore industry expresses frustration that such  breakthroughs are not recognized or appreciated by either the policy establishment or the interested public. This is a cause of corporate frustration since, it is argued, many such advances have altered, sometimes decisively, the risk equations of offshore activities. This is especially pertinent to a sector whose many political crisis moments - the Santa Barbara blowout of 1968, the Ixtoc 5 blowout in 1975, the Ocean Ranger loss in 1982 and Pipe Alpha explosion of 1988 - are 15 to 30 years in the past.

At the same time, the relentless drive toward new technologies raises questions of reliability, transferability and risk of unintended consequences. In western states, the organized public will continue to pose such questions as long as offshore operations are underway (Coalition 1989; Freudenburg and Gramling 1994; Jenkins-Smith and St. Clair, 1993).  Indeed, with offshore operators seeking and obtaining permission to drill in 10 000 feet of water, and to subfloor depths of 25 000 feet, it could hardly be otherwise (Oynes 2003).  The result ensures that project assessment (both environmental and socio-economic) is a central and politically-charged terrain. It has precipitated familiar policy debates on the roles of "prescriptive" vs. "performance based" regulations, varieties of industry self regulation or third party certification (Pratt et al 2002).

Science, Knowledge Domains and Epistemes

At such points, the contribution of the epistemic approach to ideas and particularly to  scientific ideas becomes evident. Peter Haas points out its essential tenets: organized knowledge is harnessed to problem-solving; research specialists are linked together in networks; and their analysis and recommendation are connected to decision-makers (Haas 1992).  Such models offer a disciplined approach to the hierarchy of policy ideas, to professional advocacy and science. In particular, they help explain how some frameworks and outlooks become established while others do not, as well as accounting for shifting fortunes (the rise and fall) among paradigms. Finally, for policy study it offers a valued perspective on bureaucratic politics and technical rule-making.

How might this apply to the case of offshore oil and gas? One obvious point of departure is in core scientific disciplines. Petroleum geology, petroleum engineering and marine engineering constitute the foundations for prospecting, well design and offshore structures, respectively (Fee and O'Dea 1986; PRC 2000; Selley 1998).  Certainly these are accompanied by well organized networks. For instance, the American Association of Petroleum Geologists is the largest formal grouping in the geology profession.  It is also worth noting that the offshore industry maintains its research ties to the academy principally through these disciplines. 

But as Haas reminds us, an epistemic community is something less and something more - it congeals around a practical policy problem. When whale survival becomes an issue, the challenge is to model whale numbers, aggregations and movements. Here the competing analytic threads within cetology become operative. So as a starting point, the internal debates within the offshore disciplines require attention. 

This may cover the first generation of offshore operations and may still remain central. But there are serious questions about their sufficiency today. It is necessary to account for the rise of parallel knowledge domains among lawyers, ecologists and economists.  This is well-illustrated today in the debates about oceans governance, addressed below.

It is also necessary to consider the role for other, social, sciences in shaping thought about offshore petroleum activities and impacts. These are still the questionable guests at the offshore petroleum smorgasbord and their status and contribution remains unclear. Social science skills are of undoubted relevance, both to offshore capital and state agencies, given the centrality of environmental and social impact to regulation-making, project approval and political legitimation. In practice, however, this has been neither acknowledged nor fulfilled. One study of the Environmental Studies Program for the US offshore, under the auspices of the US Mineral Management Service, found that socio-economic dimensions had not been systematically integrated into the OCS research program ten years into its mandate. This occurred in an American regulatory regime where social  impact-oriented research was explicitly mandated in support of the licensing regime (Gramling 1996; Laska and Seidlitz, 1993; NRC 1992; Seidlitz and Laska 1994). In Canada, where no comparable research mandate is stipulated, there is even less evidence that such knowledge is regarded as a valuable much less essential part of the regulatory toolkit. 

For example, in the mid-1980s, Canadian offshore regulator COGLA identified "social  benefits" as one of three required categories (along with business contracting and employment benefits) for offshore rights-holders to address in order to gain permit and license approvals. This offers an instructive glimpse into the regulator's understanding of social relations in the offshore. One element was defined as the gauging of the community "impacts" likely to flow from project activities. Another element required license applicants to undertake community "consultation" work to inform local residents about prospective activities. The third designated community "support" obligations in such areas as hiring, training and infrastructure use. In effect, the "social" category was defined so as to acknowledge any non-commercial or "cultural" contingencies, particularly in rural and remote communities beyond the regional metropoles where offshore bases tend to cluster. They became the residual local category. Often these duties were deemed satisfied by identifying local facilities that were subject to stress from the influx associated with the construction phase, offering a job rotation option for local residents, and maintaining a store-front information contact point. None of these responsibilities is inherently insignificant, and each has a plausible rationale. However they represent a poor gloss on what "social research" could represent, going beyond service to consumers and exploring instead pressing questions of citizen mobilization and empowerment, at varying spatial levels and through new or reassigned institutions, forums and initiatives.  

Such findings suggest that the relationships between industry, state regulators and social science require systematic attention. It is important to explore how offshore science studies - both baseline and impact oriented - are planned and conducted. What is role of the gray-knowledge sector of consultants and free-lance experts in shaping epistemic templates, as they are engaged to fill the technical and legal requirements of licensing. One intriguing study, pertinent to this topic, is Wildavsky and Tenenbaum's analysis (1981) of the politics of petroleum reserves estimation in America in the 1970s. This points social and policy analysis in new directions.

Federalism and the Offshore Domain

The history of commercial petroleum in North America is, in significant part, a history of intergovernmental conflict (Fitzgerald 2001; Laendner 1993; Hunt 1989).  It has pitted national governments against states and provinces, waging struggles over issues of jurisdiction, resource ownership, technology use, environmental security and domestic industrial and employment benefits, to name only the most prominent. What began on land has carried over to the water, where Washington faces coastal states from Maine to Louisiana to Alaska; Ottawa faces British Columbia, Newfoundland and Nova Scotia; and Mexico City faces Campeche and Tabasco.

In such cases there seems to be a strong proclivity for constitutional litigation, in which central and regional governments advance sovereign claims which are determined by judicial review. In both Canada and the United States, central authorities emerged dominant from this phase. Supreme Courts generally found the national case for sovereign powers over continental shelf resources to be superior to provincial and state arguments for historic (pre-confederation) entitlements. As a result, federal resource management agencies such as the Mineral Management Service of the US Department of Interior and the Canada Lands units of EMR/NRCan acquired lead roles. 

In the early decades of offshore petroleum, such jurisdictions may well have appeared to be self-contained and exhaustive. That is, any political questions pertaining to offshore petroleum were considered to fall under national jurisdiction. If continental shelf regions were significant  only for their petroleum reserves, this premise might have been sustained, as federal authorities administered leases, collected royalties and regulated production projects in much the same way as did Oklahoma, Texas, Alberta and Saskatchewan on land. However ocean reaches differed from land in several respects. One was the presence of alternate and potentially rival industries, such as fishing, marine transport and coastal tourism, which had substantial (and historically prior) claims to ocean use (Doyle 1978; Goldstein 1982).  Their effective political mobilizations not only challenged offshore resource administrators to expand their policy repertoires, but they also provided provincial authorities with potential avenues of jurisdictional re-entry. The fishing resource offers a prime example. Apart from the internal waters of bays, estuaries and the coastal strip, Canadian provincial involvement in marine fisheries centres on land-based processing and sale (Pross and McCorquodale 1990). However this has been more than sufficient to enable provincial authorities to champion the economic interests of their fishing sectors in the face of risk or threat from oil interests. On the Atlantic coast, fisherman compensation programs were a pressing concern following the Hibernia and Sable discoveries of 1979. Moreover, once the joint federal-provincial management board structure emerged, in 1982, the provinces enjoyed direct leverage over key petroleum management decisions, by virtue of the ministerial veto. Thus Nova Scotia was able to trigger, unilaterally, the 1987 moratorium on petroleum exploration on Georges Bank acreage off the provinces's west coast, in the name of protecting one of the region's richest fisheries (Baetz 1993). 

Another key political conditioning issue was the emergence of ocean environmental awareness in the 1970s. This owed much to the damaging environmental episodes mentioned earlier, together with tanker spills, marine mammal welfare campaigns and a growing appreciation of the scale of shore-based pollution. The effect was to reveal the ocean commons as a fragile if massive resource complex that was in desperate need of effective governance. 

This significantly broadened the scope of "marine federalism". Biliana Cicin-Sain's evocative term points to the politically wider context into which offshore petroleum has been permanently drawn (Silva 1986).  Here policy issues are linked, overlaps abound and intergovernmental and inter-agency conflicts are latent in all commercial and regulatory actions (Borghese 1998; Wilder 1998). This marked a breakdown of the hitherto pillared approach to ocean resources. Previously separate domains -- of oil, fish, transport, communications, parks and protection -- would now be aggregated, creating a new era of oceans politics.

This points toward a crucial new meta-policy framework for offshore petroleum. It is still embryonic, in as much as "oceans management" is at an early stage of definition. Take Canada, for example. Certain principles are asserted, including ecosystem management, the precautionary approach, and integrated decision-making (Canada 2002). New policy instruments are authorized, including coastal management areas (CMAs), large ocean management areas (LOMAs), and marine protected areas (MPAs). At the same time, the commitment and capacities of state agencies, as measured by expertise, budgets, and dedicated initiatives, remains weak. And finally, there have been few political crisis events to add the sense of urgency to crystalize decisive action.

As a result, the rules far from clear. The institutions of ocean government are still rudimentary, where they exist at all. However the shape of this new policy space is being actively being contested by an ever-expanding range of interests. This situation is evident to oil and gas capital, which senses the threat of wider environmental and resource allocations on the offshore (ACPI 2002; PRC 2002).  Far less clear, however, is the optimal political response. To conclude this discussion on offshore federalism, the following sections offer brief reviews of the political state of play on Canada's three petroleum frontiers.

The Atlantic Offshore

In terms of developmental stages, this is the most 'advanced' petroleum shelf in Canada. However it is always a relative measurement. If one considers that the North Sea region came open for exploration at the same time, in the mid-1960s, it is clear that the east coast is still in its infancy as a developed basin. Another defining feature is the two-province, dual management authority system by which the Scotian Shelf and the Grand Banks come under separate political authorities. To date, extraction from Nova Scotia has tended toward natural gas while Newfoundland has been based on crude oil. Interestingly, most of the commercial operators have expressed an interest in both formations over the years.

On one point the industry and state actors all agree. They share a common goal of maintaining exploratory momentum and achieving basin-wide production, anticipating a future in which maturity is measured not by one or two commercial projects but dozens of simultaneous fields. There have been several times when the east coast provinces appeared to be on the brink. The early seventies saw intense seismic and exploratory work. The first Grand Banks discovery was Pan-Am's Tors Cove discovery in 1966 and the first on the Scotian Shelf was Shell's Onondaga well in 1971 (Canada 1979). 

This was a decade of significant political uncertainty derived from divided jurisdictions. The four Atlantic provinces made several attempts to agree on offshore sectors, which they then pressed upon Ottawa (unsuccessfully as it turned out) for direct management control. Then, beginning in 1972, Newfoundland began to assert a more independent stance, legislating a rounded management regime inspired largely by the Norwegian experience. The stakes were heightened in 1979, when the Venture gas and Hibernia oil well brought in the most significant commercial pools to date. Not by coincidence, Nova Scotia struck the first offshore petroleum "accord" with Ottawa in 1982, inaugurating the period of joint management that continues today. The terms and structure of east coast accords was significantly improved in 1985, by the Canada-Newfoundland deal (Crosbie 2003). 

Over the past generation, the momentum has swung back and forth between the two provinces. The Venture gas proposal was the first development project, filed in 1983, though it was withdrawn in the severe market slump of 1986. The Hibernia project was next, though it too fell victim to poor economics. As a result, the rather modest sized Cohasset-Panuke oil proposal was the first to move product, between 1992-99, giving Nova Scotia the distinction of first commercial development. Hibernia followed in 1997 and Terra Nova in 2002, giving Newfoundland the larger commercial volume. In Nova Scotia, the Sable gas project opened in 2000, finally fulfilling the promise of the Venture partners. At the time of writing, momentum lies squarely in Newfoundland, where the third major oil project is under construction at White Rose, which holds commercial scale gas as well. On the Scotian Shelf, recent exploration has focussed on the deeper waters of the continental slope, though  twelve of the fifteen wells drilled since 1998 have been abandoned.

The Arctic Offshore

Although the Mackenzie Valley has been a producing region since the Norman Wells project began in 1921, the first exploration rights on the arctic coast were taken in the early 1960s, by certain forward-looking Calgary firms. However it was the 1967 Prudhoe Bay oil strike, on Alaska's north slope, that triggered the modern day petroleum boom that saw a decade of intensive exploration on the NWT mainland, in the Beaufort Sea, and in the high Arctic Islands. The crown rights regime is administered by the federal department of northern affairs (Canada 2003).

The signal event for northern petroleum politics was Judge Thomas Berger's 1977 commission report on northern pipelines. Central to his recommendations, which Ottawa accepted, was a moratorium on pipeline development on federal lands until outstanding Aboriginal land claims had been settled. Exploration work continued on existing permits, particularly in the Mackenzie Delta and Beaufort Sea. Dome Petroleum pioneered a drill ship system while Imperial drilled from artificial islands and Gulf Canada utilized mobile caisson structures (Pimlott et al 1976). However no new rights were taken out so long as the moratorium continued. Progress on the land claims front was slow but significant, with three regional agreements ratified over the next fifteen years.

Thus it was in 1989 that the moratorium was lifted in the Delta-Beaufort region and in 1994 for central Mackenzie Valley. Ironically, the former region saw little exploration in the 1990s. The total number of wells drilled was about 250, and has netted 53 significant discovery licenses. Five or six significant oil fields have been found onshore and one additional find in the order of 100m barrels would make a pipeline extension viable. The pace of mainland exploration resumed dramatically after 1996. Here, in the central Valley, some 400 wells have been sunk, but prospectivity is deemed extremely high and work is ongoing (Brackman 2001).

Activity in Arctic waters will certainly be affected if the Mackenzie Delta becomes a producing natural gas region. This possibility improved markedly with the 2003 release of a formal proposal for the Mackenzie Valley gas pipeline. This proposes to connect three anchor gas fields owned by Imperial, Shell and Gulf/Conoco, by means of a large diameter pipeline, to the continental delivery system in northern Alberta (Esso et al 2003). At a projected cost of $5b and a length of 1300 kilometers, the plan calls for natural gas delivery by 2008. Significantly, the fourth major equity partner in the Mackenzie Valley Project is the Aboriginal Pipeline Group, an alliance of First Nations that have settled land claims and now enjoy ownership rights over substantial tracts of surface and sub-surface lands.

The early years of the new millennium were devoted to negotiating the finances and firming up the technical details of this project. Regulatory review is expected to commence in 2004. From the point of view of regulatory politics, an innovative departure is the pre-negotiated agreement among almost a dozen government authorities to coordinate a single environmental and project review (NPEIARCC 2002). This will allow statutory requirements to be met through a single-window process and public hearing.

The Pacific Offshore

In the 1960s, British Columbia started from a similar point to the Arctic and Atlantic. Its  intriguing geology was an extension of more southerly formations. When industry first showed interest in offshore activity, it faced dual patterns of federal and provincial land rules, and the result was a pattern of triangular political tension (Pamenter 1967). The first permits were taken out in late 1950s, with both governments claiming jurisdiction. Over the next two decades, this was the subject of continued litigation.

In effect, ownership and management issues were overwhelmed by environmental concerns. This was always a potential issue in west coast waters, given intensive ocean use, pacific seismic history and the impact of the Santa Barbara spill of 1968 on public consciousness. The US government forced the issue in 1970, with plans for the southward shipment of Alaskan oil along the BC coast. Ottawa exercised its jurisdiction by closing the coast to first to shipping and then to exploration as well, by declaring the 1972 moratorium. One of the most dread words in the political vocabulary for the offshore petroleum constituency, it is still in effect more than 30 years later (Canada and BC 1986).

There was a brief reprise in 1984, when the major permit holders, Chevron and Petro-Canada, applied for the resumption of exploratory work. A joint federal-provincial environmental impact panel examined the issue and, in 1986, declared this to be acceptable with conditions.  Intergovernmental talks were then launched to devise a "Pacific Accord" (modelled on the east coast agreements) to resolve the fiscal, management and regulatory issues that remained outstanding. However before an agreement could be reached, environmental concerns overwhelmed the process. The grounding of the Exxon Valdez in Alaskan waters on 24 March 1989, and the extraordinary degradation that followed, rekindled the public opposition of the Santa Barbara years.

Disputes over ownership and moratoria point to a third dimension, the complicated stakeholder relations for offshore petroleum. Unlike the situation on the Atlantic, the BC policy network began to shift quite early from a clientelistic relationship into a pluralistic one. By contrast to the west coast, the 1970 wreck of the tanker Arrow in Nova Scotia did not even trigger a serious public debate on the wisdom of offshore drilling.

During the 1990s, a number of technical reviews were commissioned by government on BC offshore impacts, against the backdrop of continued industry caution (Shell 2003). However it was only with the 2000 election of Gordon Campbell's Liberal government that the prospect of renewed exploration has become real. The Premier signalled his inclination toward  offshore petroleum as an economic engine, and is committed to achieving it by the Olympic year of 2010. Yet a political Gordian knot must be addressed in the meantime. Successive events over past three years reveal a strategy of step-wise policy change. Independent expert policy reviews were commissioned to assess the risks and remedies (BC 2002; Jacques Whitford 2001). Offshore oil has been presented as an economic lifeline for the north-west "heartland" of the province. Public debate has accelerated (House 2002) and the BC government set out a transition strategy (BC 2004). Nonetheless, the signs point toward a prolonged political battle over the lifting of the moratorium, with the powerful west coast environmental movement joining First Nations whose land title remains to be settled.

State Strength and Capacities

Another key dimension of offshore politics involves the capacities of coastal states to manage hydrocarbon resources. On one level this invokes familiar analytic debates about strong and weak states, coherence and fragmentation, autonomy and permeability. Important as this is, it is a complex and intractable analytic problem. Part of the answer turns on properties of state institutions. Another part depends on the policy sub-sectors being assessed and the ability to aggregate these findings at a more general level. A panoply of policy instruments figure in any effort at offshore management and while borrowing, learning and diffusion is common, any such configuration is a path-dependent construct.

Particularly intriguing, however is the application of this perspective to the offshore. In Atlantic Canada, for instance, a curious institutional hybrid has emerged over the past twenty-five years. Its roots lay in the federal-provincial disputes over offshore resource ownership and the stakes were exacerbated by the energy (OPEC) price spikes of the 1970s. As Atlantic offshore exploration began to yield significant discoveries (particularly the twin Hibernia oil and Venture gas strikes of 1979), the need to resolve uncertainties over state jurisdiction became more urgent, with industry interests hesitating to move forward so long as their tenures remained cloudy. It was at this point that the dual "ownership" dispute was transformed into a joint "management" regime, by virtue of a series of negotiated intergovernmental accords.

The concept of the joint federal-provincial offshore management board has a mixed provenance, originating in the 1970s. It is interesting to note parallel negotiations over power-sharing relations, at Aboriginal land claims tables and through co-management schemes put forward in other renewable resource fields (Clancy 1990; 1999). In petroleum however, the prototype was the tri-province Maritime Offshore Agreement of 1977. It was succeeded by the Canada-Nova Scotia offshore petroleum deal of 1982, which was transcended, in turn, by the 1985 (Canada-Newfoundland) Atlantic Accord and the revised Canada-Nova Scotia deal a year later (Crosbie 2003). Talks on a parallel Pacific Accord between Ottawa and British Columbia were underway after 1987 but halted, as mentioned earlier, with the decision not to lift the longstanding moratorium.  

Nevertheless, a new template for offshore management was established on the east coast - of a joint board with a strong legal and regulatory mandate but modest staffing and administrative footprint. Powers are exercised the "an elaborate series of trumping arrangements" that allocates primary initiative and final authority. At each level of government, a range of bureaux and agencies are bound into the board structure by formal memoranda of agreement, while industry and public interests seek access through a shifting network of advisory committees. 

A plethora of research questions attend the joint board structure. How "open" is it to organized lobbies? Within its broad jurisdictional template, which are the formative or valence areas? How meaningful are the options for ministerial appeal and how have they been exercised? The capital-state bargaining literature certainly has a role to play here, particularly as petroleum basins have been developed, to date, largely on a "project" basis in which each sponsoring consortium advances an omnibus plan for public assessment and determination. 

This highlights the question of issue boundaries and characteristics: In policy terms, how is the "offshore development" field most usefully delineated? Derek Fee advances the interesting concept of the "petroleum exploitation strategy". It consists of  "those instruments, both legal and fiscal, that define the relationship between the state and oil companies involved in the petroleum exploitation process" (Fee 1988:32). 

For Fee, this highlights the range of critical variables that need to be addressed in any new venture. Three elements - the exploitation agreement, licensing policy, and taxation, form the core of his approach. It is worth noting that this model was developed in reference to leading oil supply  states during the OPEC era. A more nuanced version could presumably be developed for the separate category of offshore petroleum basins. Drawing on the Canadian experience, a survey of pertinent offshore management issue areas and instruments is presented in Figure 3.

Figure  3 - Offshore Petroleum Management Issue Areas and Instruments

	Offshore Policy Issue Areas
	Policy Instruments

	1. Determining Jurisdiction
	Continental shelf jurisdiction; International convention; Constitutional powers; boundary and federalism litigation; joint management board.

	2. Allocating rights to explore and extract
	Auction or concession; Exploration permit; Certificate of commercial discovery; Production lease; Moratorium.; state "back-in" provisions.

	3. Project Assessment/ Approval
	Project proposal; Panel review; Public hearing; Project licensing; Terms and conditions; discretionary deviations.

	4. Royalty and Taxation
	Cash royalty; Royalty in kind; Royalty relief; depletion allowance; State oil company.

	5. Health and Safety
	Statutory prescriptions; Codes of conduct; Operator management systems; Third-party standards and audits.

	6. Environmental Security
	Project environmental assessment; Statutory prescriptions on equipment or processes; Environmental effects monitoring;  Operator management systems; Third-party standards and audits.    

	7. Industrial and Employment Benefits
	Procurement plan review (undertakings, bid lists, award pre-screening, designated items, domestic content levels); Employment plan review (training, hiring levels); Audits; Performance links to future rights allocation. 

	8. State Regulatory Reform
	Streamlining of multi-agent processes; Joint project assessments; Statutory incorporation of private industry standards; Use of performance-based standards; reduced regulatory cycle times;  


Each of these begs attention in its own right. As a group, however, they invite questions about how such categories are operationally defined, how their boundaries may shift over time (multiplying or collapsing). Also revealing is the question of whether "critical sub-sectors" exist, to anchor the overall regime, and whether critical status can rotate over time.

Offshore Petroleum Regulation in the New Millennium

In the years since 2000, the offshore regulatory system has come under wholesale political challenge of a sort not seen for a generation. This is evident on all three coasts, though the configurations of players, interests and processes is distinct in each case. A common signifying theme, however, is that the offshore regulatory regimes -- those broad state structures of rules and values -- are past time for review and overhaul. While this case is advanced most frequently by offshore petroleum capital, it is not necessarily resisted by federal or provincial state agents, who themselves strain against strictures of the 1980s political settlement.

The case for regulatory change is quite concise. Offshore resources administration, it is said, is a multi-layered construct in whose elements are not well integrated. Consequently, its workings are slow, repetitive and often working at cross-purposes (CAPP 2002). This balkanized character is due partly to the ambitious scope of offshore regulation, which covers sectors from environmental protection to health and safety to rights and royalties and business benefits. It is also due to the incremental growth of these functions, normally in separate policy silos, over thirty years and more. The result, it is suggested, is not rational, from either the industry or the public service perspective. It presents huge challenges of coordination, across two (sometimes three) levels of government and more than a dozen major departments and agencies. This has been acknowledged, in the state realm, by the design of offshore energy accords, joint federal-provincial management authorities, and memoranda of agreement between lead departments and agencies. Yet the MoA process has been glacial, remains incomplete, and reveals at best a mixed record of achievement.

What, then, is the alternative? The offshore petroleum operators talk of regulatory simplification or rationalization, limiting the range of policy goals, shortening the length of regulatory cycles, shifting from prescription to performance-based regulation, or achieving regulatory efficiency as an industry competitive advantage. The overarching theme is the need for greater predictability and greater certainty in relations between state and stakeholders. Such a policy discourse causes alarm in other reaches of the offshore policy network, most visibly in the environmental NGOs but also in offshore business supply circles, the fishing sector and the coastal publics. Perhaps for this reason, the recent review initiatives have had varying degrees of political visibility. The three major initiatives are briefly described below.

On the Atlantic coast, the process kicked off in November 2002, when a high level business-government conference was convened in Halifax under the name of the Atlantic Canada Energy Roundtable or AERT. The catalyst here was the Canadian Association of Petroleum Producers, whose board had designated "regulatory efficiency and effectiveness" as a national public policy concern. However more immediate driving pressures came the disappointing results of early drilling on the deepwater continental shelf, and the regulatory "time out" by leading operator EnCana, that suspended its Deep Panuke project application early in 2003.

The AERT brought together senior leaders and staff from four federal departments (Industry, DFO, NRCan and ACOA), energy ministers from NS, NB and NFLD, and CEOs from 25 leading petroleum companies. The industry premise was succinctly stated by Gerald Protti of EnCana, asserting that "the Atlantic Canada regulatory framework is dated and inefficient; this increases costs and cycle times" (Protti 2002). Of particular concern was the new burden imposed by the Canadian Environmental Assessment or CEAA process, which was extended to the Nova Scotia offshore in 2001. Government representatives were certainly willing to enter the dialogue, since Ottawa embraced the discourse of 'smart regulation' in its fall 2002 throne speech, and the offshore provinces recognized that the exploration bubble of the late 1990s had deflated if not burst. Thus this inaugural roundtable meeting was propelled by a confluence of commercial and political concerns.

The structure of this exercise is one of its most notable features. First, it drew representation from the most senior levels of the respective organizations. As a result, their endorsement of a set of  continuing policy themes, with agreement to review the results in one year's time, ensured not only that the consultations would occur but that tangible progress was expected. Second, under guidance from discussion papers from CAPP and the Atlantic Canada Economic Council, among others, two leading themes were identified for future work by middle level and technical officials. One was a Regulatory Issues Steering Committee, charged to tackle broad spectrum regulatory renewal along streamlined, performance-based criteria. The second was an Industrial Opportunities Task Force, charged with achieving a competitive contracting environment in which current international project procurement practices would form the basis for a new benefits regime and pave the way for an export-oriented Atlantic supplier base (AERT 2003).  At the time of writing, the AERT process is entering its third year. 

In the north, the timing is similar but the process is somewhat different. When exploration activities revived, in the late 1990s, they were concentrated primarily in the Mackenzie Valley and the Delta rather than offshore in the Beaufort Sea. Furthermore, a confluence of market factors propelled plans for northern pipeline transport, to enable early production from new commercial gas discoveries whose scale exceeded those in the more conventional sections of the western Canada sedimentary basin. At least two possible projects loomed by the year 2000. The Mackenzie Valley Project proposed to link three major gas fields in the Delta to the Alberta trunk system through a large diameter pipeline with an initial capacity around 1Bcf/day. The Alaska Gas producers Pipeline proposed, to connect north slope gas "over the top" of the arctic coast and down the Mackenzie Valley, with a capacity four times that of the MVP.  

With such major projects in the offing, and Aboriginal groups in settled claim areas indicating their interest in joint ownership, the issue of pipeline project regulation was back on the agenda after almost 25 years. In November 2000, the Northern Pipeline EIA and Regulatory Chairs Committee held an inaugural meeting, to explore ways of coordinating the regulatory processes that mandated public hearings (at least eight in number). Eighteen months later the Chairs Committee released a Cooperation Plan endorsed by three federal agencies, the GNWT and two of its boards, and four Aboriginal settlement boards. It sets out general terms for a joint environmental assessment process, a coordinated regulatory process, consolidated information requirements, shared technical support resources, and a public involvement plan. In addition, an estimated 3-4 year template of phases and outputs was forecast, covering the time from the filing of a preliminary information package or PIP to complete certification and permitting (NPEIARCC 2002). Notably, this plan was agreed prior to the filing of any project applications. Since then, the Mackenzie Valley group triggered a formal regulatory review by filing its preliminary plan in June 2003.

The west coast situation offers a different face again. As seen earlier, there are several signs that British Columbia may frame a regulatory and management system that meets or exceeds the streamlining features described above. The moratorium has offered an umbrella under which such preparations may occur.

Whatever the outcomes, this proliferation of review and redesign initiatives speaks to the degree of political flux in offshore regulatory regimes. The range of political agendas and policy priorities is broad. Obviously these initiatives are advanced in differing scales, and they should be interpreted accordingly. It is a massive undertaking to restructure a multi-agency, consolidated regulatory process.  It is quite another to seek the tightening of permitting procedures within a single agency. In the Arctic and Pacific, there is an opportunity to build or restructure the regime in periods of comparative political calm, while capitalizing on the experience of the Atlantic coast. Equally, the new bargains are being negotiated in settings of varying political and commercial urgency. The reality of competition between Canada’s three offshore coastal regimes cannot be denied, given the shared involvement of the offshore corporate sector. Each regime exhibits certain sources of comparative political and commercial advantage. Only the east coast has reached the offshore production threshold. Only the north has made significant progress in accommodating Aboriginal title and treaty interests. Only the west coast is in a position to fashion new arrangements on a relatively blank canvas.  On each coast, agencies have histories of interaction that can be alternately emancipating or paralysing.

Conclusions

It is clear that there is significant petroleum potential in the offshore areas of all three Canadian oceans. In an energy world where fossil fuels will be relied upon to provide the predominant bridging supply for the next 3-4 decades, continuing political and business interest is virtually assured. This, however, says nothing about the pace or scale of offshore production over this time. Evidently, a variety of models and frameworks can generate researchable hypotheses, and insights into the political economy of this sector. Since these operate at various levels or analytical scales, a significant challenge is to articulate the conceptual connections among the pertinent constructs. The patterns, processes, and outcomes here will path driven, along spatial, temporal and political dimensions. 

Despite some forty years of exploration in Canada, the geological and commercial potentials are still not clear. This process can only be explained through a combination of factors. Geological prospectivity refers to the estimates of the physical potential of sedimentary formations, as informed by ongoing study. It is a dynamic variable, highly subject to the most recent results from seismic and drill testing. A single result pointing toward a major find can reorient industry attention and positive follow-up testing can prompt a virtual stampede of interest. Even then, all frontier basins face high costs of development relative to conventional reservoirs, so their commercial economics are extremely sensitive to global market conditions. These too are notoriously volatile, punctuated by price spikes and collapses. It should also be remembered that corporations take oil and gas exploration and production decisions on a truly global basis, so that investment choices in any geological province can be measured against many others. Many firms are engaged in offshore exploration and development projects, for a variety of purposes.

It is evident that state policies impinge on this industry through the variety of elements that make up an offshore petroleum strategy. These may be developed singularly, as regulatory measures aimed at crown rights, royalties, safety, environment, and industrial and employment benefits. Alternatively they may be fashioned into an integrated as opposed to an accidental  system. The institutional and administrative arrangements for designing and delivering these measures are important co-determinants of offshore performance and their performance characteristics require careful analysis. This applies not only to the past and present but to the future as well. At a time of prospective regulatory regime change (the first in a generation) it is clear that these are urgent questions on both corporate and state agendas.

In Canada, it seems inevitable that the political economy of offshore petroleum will continue to be regionalized. This means that offshore petroleum sectors and their accompanying policy regimes can be profitably explored as a comparative set. In Canada, the three distinct geo-political environments are driven, in large part, by separate configurations of power. This is not to deny the major commercial and institutional forces that can promote policy convergence. Canada's offshore future may yet involve a single cluster of offshore capital (indigenous or external) in a dominant investment position, facing a single federal-provincial regulator with strong operational capacities. Equally, it is possible to project a single-region dominant scenario, with separate clusters of basin rights-holding interests, or rivalries among basin-specific authorities. In addition, it is clear that the offshore petroleum sector is far from insulated, politically, from the spill-over impacts of other fields. Of particular interest here will be the potential challenge from ocean governance strategies, which seek to marshall a wider array of stakeholders under quite separate policy paradigms. In many respects, offshore petroleum is poised at a sensitive conjuncture.    Perhaps the most significant political chapters remain to be written.
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Part IV: The New Political Economy of Extractive Industries: Minerals and Forests

Chapter XI: “Shifting Foundations: a Political History of Canadian Mineral Policy” – Mary Louise McAllister (Waterloo)

In the past few decades, the Canadian mineral policy arena has seen some significant changes.  Mining, long a staple of the Canadian political economy, pillar of national policy, and a leading producer and exporter of minerals in the world, has been encountering new challenges. Political players have multiplied, economies diversified, and policy issues have grown in complexity. These developments may appear to be of seismic proportions to members of the mineral industry worried about an increasingly uncertain investment and operating environment.  In the closing years of the 20th century, the industry was alert to the dangers of being labelled a “sunset industry”.  The tertiary sector had begun to elbow its way onto government agendas, capturing attention and offering intriguing new possibilities associated with a post-staples economy.  Meanwhile, non-governmental organizations, worried about the continuing and cumulative impact of mining, had very different preoccupations.  They dismissed the industry’s competitive concerns suggesting that, much like the “Field of Dreams”, if the mineral wealth is there, exploration dollars and investment will follow. Canada’s new diamond mines offered such evidence (see Chapter 12). Environmental and social organizations argued that the primary industry continued to be supported by governments so much so that public commitments to sustainable development were often not realized in practice and represented very little in the way of meaningful change. 

Such a judgment would not be accurate. A historical review of the Canadian mineral economy and the policy environment that has supported it reveals that notable changes have taken place in governing institutional regimes in recent decades. References to corporate social responsibility, community partnerships, total cost assessment, and sustainable ecosystems are now part of the popular lexicon in industry and government documents.  That said, global and domestic economic and political imperatives continue to overshadow ecological and social considerations.  In fact, a persuasive argument could be made that despite the changes that have taken place, these efforts may not be sufficient to satisfy the concerns of any of the major stakeholder groups.  

There is no question that the Canadian mineral industry is finding itself operating within, and reacting to, an environment consistent with that of a mature, advanced staples economy. Such an economy has been defined as one that is still primary resource-dependent, but more diffused and diversified than in the past.
  Moreover, Canada does contain elements of a post-staples economy with a heavy reliance on the tertiary sector. Nevertheless, the mineral industry remains an important element of Canadian economic activity with all the associated social, environmental and political implications.   

Promising Prospects: The nascent mineral industry

“And they built the mines, the mills and the factories for the good of us all. For they looked in the future and what did they see. They saw an iron road runnin’ from sea to the sea.” Gordon Lightfoot, Canadian Railway Trilogy”

From the Eastern cod fisheries, to the forestry and fur trade, through to the prairies’ agricultural wheat basket extending to the western gold mining rushes, Canada’s economy, history and society have been firmly rooted in the staples producing industries.  As Gordon Lightfoot’s Canadian Railway Trilogy illustrates, the public interest has long been associated with resource development.  The early developers and decision-makers saw the building of railways, industries, and the extraction of resources as an important part of the Canadian national policy and the key to nation building.

Mining is one of the world’s oldest professions and will likely continue to take place in some form as long as people need minerals—that is, indefinitely.  Before European contact, Amerindians had a sophisticated economy with trade taking place throughout the extreme reaches of the North American continent.  Minerals played an important role in trade extending back many thousand years. B.C. Obsidian, copper, flint and other minerals were used for tools or weapons.
  After the Europeans arrived, early settlers used various minerals for building materials.  Mineral exports are reported to have begun in 1643 when New Brunswick shipped coal to England.
   The mining of iron ore and gypsum came soon after.  Gold was discovered in Quebec in the early 1800s.  Numerous major discoveries occurred between the mid-1880s and the turn of the century including that of gold which caused prospecting rushes British Columbia and Yukon, asbestos in the Eastern Townships of Quebec, and, the huge copper-nickel deposits discovered in the Sudbury Basin during the building of the CPR Railway.
  With the construction of the railways linking communities together (an important component of the First National policy), mining companies were able to ship their ore more efficiently to market.
  After silver was discovered in 1903 in Cobalt Ontario, the area soon became one of the world’s largest producers. Angus and Griffin note that, “By 1910 the money that had come out of Cobalt had dwarfed any other silver operation in North American history and had surpassed the money made in the Klondike rush…The infant steps of Canada’s powerful mining industry were made in the narrow shafts of cobalt.” 
  The Canadian mineral industry was well launched.

Government initiatives played a large role in promoting the mineral industry.  In 1842, Sir William Logan founded the Geological Survey of Canada (GSC) in order to provide geological information to support the exploration industry.  The goal of undertaking a geological survey was closely associated with nation-building “based on the realization that the development of an industrial economy in Canada—an economy that could compete with those in Europe and the United States—would depend to a considerable extent on a viable mining industry.
  

As discussed elsewhere, primary resource ownership was assigned to the provinces under the Canadian constitution (see Chapter XX).  Provincial governments, therefore, have actively promoted mineral development.  In Ontario, early government initiatives were largely directed toward promoting the legal rights of prospectors and miners and offering exploration incentives.  The first Bureau of Mines was established in 1891.  The 1906 Mines Act was directed towards establishing a stable, standardized legal environment that would encourage the establishment of mining.  This act governed Ontario through much of the 20th century.  As H.V. Nelles has observed, “Promotion, embracing the improvement of access to resources, the extension of financial assistance wherever necessary, and the provision of information and technical education, was the public contribution to resource development.”

Scientific management, business, and liberalism heavily influenced the political culture of public and private organizations in the early 20th century.  The mineral industry prospered in this environment, garnering the attention of decision-makers and economic leaders alike and setting political agendas.  The era was characterized by the discovery of numerous, rich ore deposits.  Sudbury’s huge deposits, for example, ultimately led to the 1916 incorporation of the International Nickel Co. (INCO), which would shortly become the world’s primary producer of nickel.  In Toronto, the establishment of the head offices of mining companies lead to the institution of the city as a leading international financial centre in mining.  Canada became known in international arenas as one of the top leaders, of mineral production while providing a foundation for many regional economies across the country.

Embedded Interests: Establishing the Staples Economy

In the first decades of the 20th century, following the First World War and the depression, the federal government became actively involved in restructuring the economy and providing institutional support for social programs.  The mineral industry flourished under this attention.  Early mining departments were charged with the responsibility of promoting mining to serve the public interest. The first federal Minister of Mines and Resources was appointed in 1936.
  Federal activity continued to grow after the Second World War.  Donald Smiley referred to this era as the Second National Policy that could be characterized as “Keynesian-type fiscal management by the central government to ensure full employment and reasonable price stability, the establishment under federal leadership of a developed Canadian welfare state, and the building in co-operation with other nations of a liberal international economy.”
  Peter Leslie suggested that this initiative was driven, in part, by in response to the instability and inequities produced by a market economy that was heavily dependent on the export of staple products.
  Canada’s ‘boom and bust’ economy, subject to the vagaries of the international market place and uncertain prices, motivated the federal government to support its export-oriented industries and resource regions through various policy and economic measures.  Canadian industrial strategies were heavily linked to building up the resource industries. 

Up until the 1950s, Cranstone has characterized the mineral industry as ‘essentially immature.’ A dramatic increase in exploration, however, occurred with the development of new exploration technologies such as geophysical instruments, and the discovery of many rich ore deposits throughout the country, stimulated by attractive world prices.
  New exploration investments led to new discoveries and mines that, in turn, led to further reinvestment in exploration.  When prices were good, exploration rates also rose.  Governments were quick to realize the economic value of this enterprise and the need to provide a stabilizing influence in the rapidly fluctuating mineral investment environment. One promotional effort of the era was John Deifenbaker’s “Road to Resources” initiative.  Prime Minister from 1957-1963, Deifenbaker adopted a platform of opening up the north for development signalling a government actively involved in “staples-led” growth.
  Although the initiative has been criticized as being somewhat ineffective,
 it did highlight the preoccupation of governments of the time with the importance of the resource sector to Canada.

The first 100 years of government policies regarding mining (from about 1880-1980) were conventional attempts to promote mineral development.
 The public interest was interpreted fairly narrowly based on principles associated with liberal democracy, economic development and private property rights. Decision-making might be best characterized as a top-down approach where industry and government were considered the key players in the mineral arena.  Industrial policy was very much tied to building Canada’s natural resources industries.  Canada became a world leader in the production of many minerals.  By the early 1980s, Canada was selling almost 80 percent of its mineral products to 100 countries.
  The industry was firmly embedded in the Canadian economy and society.   

Government mining departments were expected to perform the dual role of promoting industrial development while regulating the activities of enterprises.  Federal and provincial government promotion of the industry included direct investment or equity participation in many mining corporations.  Governments also provided millions of dollars in direct grants for such initiatives as federal-provincial mineral development agreements that funded geoscience, technology, marketing or feasibility studies.  Assistance was also given in the form of infrastructure development, promotion of minerals in international trade meetings, and tax concessions.  In addition to their role as promoters of resource development, governments imposed corporate, income and mining taxes and regulated the industry through various pieces of legislation and regulations governing land access and tenure, transportation, mineral investment, health and safety, and increasingly, environmentally-related concerns.
  Federal and provincial mining departments saw their primary responsibility as one that would foster a stable investment environment while serving the public interest.   

In the late 1980s, the federal Mineral and Metals Policy of the Government of Canada, laid out a number of objectives that were geared toward assisting the industry including regional economic development policies and improving access to international markets.
  Just a decade later, however, a new policy was introduced with a distinctly different tone and objectives.  The government was now recognizing that the policies that had carried the mineral industry and Canada through more than a century of staple-led growth was out of step with the societal and political changes that had been taking place in Canadian political culture and economy.  Most notably, the government had to respond to widely-held concerns about environmental degradation and the demands of a diverse mineral policy community.  Introducing the new policy, the Minister of Natural Resources Canada signalled a shift in the traditional position stating, “Turning the concept of sustainable development into practice will require stakeholders to question their old assumptions, and to examine minerals- and metals-related issues in light of the integration of economic, environmental and social objectives.”
  As the following section discusses, the government was responding to a number of significant changes that had taken place in the Canadian economy, society and culture.

Shifting Ground:  Competing Interests

In the closing years of the 20th century, the mineral industry encountered a number of hurdles that it saw as threatening its position as a valued component of the Canadian economy and society.  These were not threats peculiar to the mineral industry; Canada’s staples-based economy, used as the foundation for nation-building, was now being questioned both in terms of its continuing economic contributions and its environmental impacts. 

As noted in Chapter 2, Hutton suggests that a new or post-staples economy might be characterized as one that includes severe pressures on the resource sectors, public concerns about adverse ecological impacts of the industrial activity, rapid shifts in the economy specifically toward the tertiary sector with industrial regional growth, and a decline of smaller resource communities.  Significant international changes would also be present, including the economic integration of markets, networks and services.

In the past quarter century, such characteristics certainly applied to Canada’s mineral industry.  The industry was inflicted with problems generated by fluctuating economic cycles, new competition, uncertainty in land access for exploration, and a primarily urban public frequently more concerned with the industry’s environmental impacts than economic contributions.  A decline in mining communities and lower levels of direct employment in mining operations contribute to the industry’s decreasing influence on public agendas.  This raises the question about whether we are now experiencing a diversification of the Canadian economy accompanied by a diminishing mineral sector—a reflection of the emergence of a post-staples economy.

Competitive Pressures on the Resource Industry:  

Industry representatives state that the “object of any mining enterprise is to produce a product that someone wants to buy, at a price that can satisfy all the stakeholders. A modern mine in Canada often requires an investment of $200 million or more (large mines might cost $1 billion) before producing any income.”
  These companies have a responsibility to their investors, lenders, and shareholders to make a reasonable rate of return.  Before that can happen, a company must make a number of expenditures include paying wages for labour, suppliers for goods and services (which constitutes about one-half of a mine income), and taxes for government services.  Money is also required for new exploration and development to ensure continued supply of mineral reserves.
  The mineral production process includes the following steps:

· Discover the ore deposit and determine its economic potential

· Design safe mining and processing methods

· Separate metals and minerals from the rock

· Purify the metals for sale

· Dispose waste materials 

Various pieces of government legislation and regulations are in place during each of these stages of the mineral development process to govern access to land, provide health and safety guidelines, and to impose social-economic and environmental requirements. 

Determining the economic viability of a deposit is a complex process where each step must be factored into the estimated costs of bringing a mine into production. Uncertainties include the reality that world prices are determined by supply and demand, the changing investment and regulatory climate in the host jurisdiction, and, increasingly, the local reception of the community to mining activities.  To survive unpredictable events, an industry must adapt to survive.  Such an occurrence hit the mineral industry when a recession in the early 1980s was followed by a subsequent recession in the early 1990s.  In addition to the recessions, the industry was facing growing competition on the international scene.  With the advent of global, economic liberalization, many counties, such as those in Latin America, were opening up their rich readily accessible mineral deposits to foreign investors. The mineral industry responded with technological improvements to increase efficiency in the production of minerals. Meanwhile, competitors were also making technological advances that led to the creation of new materials such as ceramics and polymers that could be substituted for many traditional mineral uses.
  The mineral industry did receive a boost with recent developments in domestic mining such as the rich nickel, copper cobalt deposit in Voisey’s Bay, Labrador and the new diamond industry in northern Canada. Nevertheless, the overall rate of new discoveries has continued to decline, particularly “top-tier” discoveries (i.e. large, mineral-rich, accessible, economic deposits) and reserves are becoming depleted.  This situation has continued to stimulate offshore exploration activities and raise questions about domestic exploration potential.
  

Donald Cranstone of Natural Resources Canada, however, paints a somewhat different picture arguing that Canada is still one of the top targets for exploration dollars.  He also has noted that production of minerals in Canada has increased over the past 15 years although the peak value of the production of minerals occurred in the 1970s when world prices were very high.
  Top mineral producing provinces such as Ontario, Quebec and British Columbia shows some mixed results.  Major deposits that can be found in Sudbury, or elsewhere in Quebec and Ontario are estimated to last another 20 –25 years.  Cranstone suggests that the overall Canadian mineral industry’s outlook for that period of time is reasonably good.  He cautions, however, that the survival of the industry will be dependent on favourable world mineral prices (which can be unpredictable) and on continuous discoveries to maintain mineral reserves.
  He notes that British Columbia, for example, will need to discover and develop some new mineral reserves if it is to continue to be a significant producer of minerals. 
  One of the realities of the industry is that high mineral prices stimulate the exploration industry.  Recent years have seen a decline in prices and, hence, a decline of investment in exploration.  Compounding the problems for the industry is the reality that investment dollars are also being diverted to attractive alternatives in other countries.  When prices are low, only the best deposits discovered will be considered economic and worth developing.
 

Access to Land Issues

Mineral exploration in Canada, which had peaked in 1987 at more than one billion dollars, fell by more than half by 1990.  This could be attributed to many factors including the growth of offshore competition.  Industry representatives, however, suggested that it was also a result of unfavourable government policies and public perceptions.
  In the previous decade, environmental non-government organizations were raising an alarm about the impact of resource development on wilderness areas and governments were responding.  Moreover, First Nations groups were gaining increasing legal recognition in the use, management and ownership over lands claimed as traditional territories.  In 1987, the United Nations Brundtland Commission, included the recommendation (among others) that 12 percent of land be designated as protected areas. Canadian governments decided to launch a number of multi-stakeholder land use processes and commissions.  National and provincial roundtables on the environment and economy were instituted to attempt to find a balance between economic pressures and increasing concerns about burgeoning environmental problems.  These roundtables were influential processes in that they signalled that governments were prepared to listen to a diversity of voices, including those who valued natural resources for more than their financial worth.  The 1991 British Columbia Commission on Resources and the Environment (CORE) was perhaps the most extensive of these processes initiated under the governing provincial New Democratic Party.  The CORE processes led to the development of land use planning strategies that assisted in the determination about where resource development could take place and under what conditions.  No exploration or development was permitted in protected areas.  

One particular event during this era turned into a flashpoint for the Canadian mineral industry.  It became known as the “Windy Craggy” affair.  The mineral industry wanted to develop an enormous copper deposit (which included some cobalt, gold and silver) in northwestern British Columbia. The deposit, if developed, had the potential of producing millions of tons of ore over several decades. This proposed mine was considered very important to the mineral industry that was facing the exhaustion of many ore reserves, particularly in British Columbia. The problem was that the proposed mine was to be built at the confluence of the Tatshenshini and Alsek Rivers, an area highly rated for its wilderness values.  In the early 1990s, the issue reached international proportions. Opponents to the project attracted media attention as they raised concerns about the potential problems that could be caused by a failure of a tailings dam (particularly if there was an earthquake), acid mine drainage poisoning valued ecosystems, or the possible negative impact on the wildlife populations including the grizzly bears and the largest eagle sanctuary in the world.
  The environmental perspective prevailed and the region became a World Heritage site protecting it from development.  Although it could be argued that the Windy Craggy situation was unique, many in the industry believed that it signalled that Canada was not open to mining.

By 1999, the British Columbia mineral industry associations withdrew from participating in provincial land use planning processes because they felt that these processes were not designed in a way that was hospitable to exploration. A great deal of land is required for exploration purposes in order to discover one economically viable mine. From the industry perspective, the ‘alienation’ of land from exploration because of restrictive land use designations, limited the opportunity to find promising deposits and, to attract investment dollars.
  Mining representatives returned to the table once a new government was elected into office—a government that was perceived to be more favourable to their business interests

In addition to concerns about access to land, many unresolved land claims also contributed to the air of uncertainty for the mineral industry.  It takes many years to bring a mine into production and investors are reluctant to put their resources into a project if there are unresolved questions about ownership and the legal requirements governing the potential mine site.  Once the land claims are settled, the industry must be able to negotiate effectively with First Nations peoples.  Yet, its history for effective negotiation is spotty at best.  The industry has a track record that would not always inspire trust in First Nations Communities. 

Public concerns about environmental impacts  

Access to land and new investments in exploration require both government and public support.  As noted earlier, at one time, the industry could count on both. Just as it was challenged on the international competitive front, the industry has also found itself facing barriers on the home front.  As was the case with the Windy Craggy deposit, non-governmental environmental organizations and others were drawing public attention to the impact resource development was having on the biophysical environment, important watersheds and valued wilderness areas.  

Economies and societies rely on natural resources (sometimes referred to as natural capital) for water, energy, primary materials and habitable environments.  The biophysical environment needs to be protected; of that point there is little debate.  How that should happen, however, has been a matter of debate as different stakeholder groups hold very different ideological positions on the subject. Many members of industry, for example, have applied technological approaches to solve environmental concerns believing that sustainability can be readily achieved within a global liberal-capitalist economy.  Modernizing operating practices through environmental management systems, continual self-improvement, retrofitting, maximizing the ore body, minimizing waste and adopting a life-cycle approaches have been adopted to various degrees throughout the Canadian mineral industry.  As discussed in the following sections, however, others argue that technological fixes are not enough; they call instead for major institutional and social restructuring that recognize the ecological limits of the planet.   

Nevertheless, the mineral industry has solved its problems with approaches that worked well for it historically—the application of technological improvements to increase its efficiency.  The sector has been less sophisticated at dealing with the political and social challenges that affect its long-term viability. Scientific advances in such areas as geophysics, robotics, or pollution abatement initiatives can only take the industry so far.  As noted above, companies need access to land and a supportive regulatory and investment environment to undertake exploration activities and to mine deposits.  This will not occur without government support.  As Anthony Hodge, an environmental consultant notes, the mineral industry’s “continued defensive posture that has characterized the industry for most of the second half of the 20th century will drive the industry into perfect storm conditions.” 
  National environmental organizations are ready to offer numerous examples of how industry has failed to comprehend and respond to the changing public agenda; examples range from the poor handling of international mining disasters, failure to live up to national commitments, inept negotiations with local communities or indigenous peoples, to bad public relationships with local property owners.

With advances in the Internet and the increasing globalization of communications, non-government organizations at the local and national levels have developed connections throughout the world spawning new organizations.  The resources of the well-funded organizations have helped support the causes of smaller associations.  In Canada, the establishment of the Environmental Mining Council of British Columbia, formed in 1992, to promote environmentally sound mining policy and practices 
 was soon followed in 1999 by the national organization Mining Watch Canada.  Mining Watch Canada focuses on the promotion of ecologically sound mineral practices and sustainable communities. The organization suggests that the mineral industry has acquired an unsustainable legacy in environmental costs in Canada and abroad.  

The very real legacy of mining includes an estimated twenty-seven thousand abandoned mines across Canada, billions of dollars of remediation liability for acid mine drainage contamination, extensive disruption of critical habitat areas, profound social impacts in many mining communities, and the boom and bust upheaval of local economies. The cost of Canadian mining operations in other parts of the world has been no less dramatic. 
 

Although the figures may differ, governments acknowledge that these problems exist and must be addressed.  For example, Natural Resources Canada notes that 10,000 abandoned mine sites have been identified (not to mention those that have not been uncovered) throughout Canada with liabilities associated with health, safety and environmental concerns.  One of the most serious of these considerations is that old tailings ponds that contain mining wastes will fail resulting in the poisoning of watersheds.  Today, modern mining operations, governed by numerous environmental regulations and operations, are much improved.  That said, the environmental and public safety concerns posed by contemporary mineral activities—in addition to the cumulative historical problems—leaves the industry open to public criticism.  Mining Watch Canada is affiliated with numerous other organizations including the Canadian Environmental Network, the Canadian Environmental Law Centre, as well as international organizations.  Their ability to pool resources, ideas, and initiatives makes these groups an influential alternative voice to the mineral industry when setting public agendas. 

Canada’s Aboriginal peoples have also become very influential members of the mineral policy community.  This influence comes from the legal recognition of indigenous peoples’ rights in variety of ways including outright ownership of land in many mineral-rich regions of the country.  This influence is both national and international in scope as indigenous organizations around the world develop strategies to protect their interests.  One member of the Canadian Aboriginal Minerals Association, (CAMA), Jerry Asp, raises some important issues related the future of industry-Aboriginal peoples relations.  If corporations wish to negotiate with First Nations people, he suggests that they would do well to handle their interactions differently.  For example, Asp observes that abandoned mines have left an environmentally damaging legacy that continues to affect public perceptions of the mining industry today.  Asp suggests that the industry is paying insufficient attention to this problem and need to claim responsibility collectively. 

Asp also reinforces Hodge’s observation about the mining industry’s defensive approach when he notes the historic tendency of the industry to proclaim that it has a relatively small impact on the land given that it does not occupy a large territory.  Asp suggests that the industry should acknowledge its actual environmental impact. For example, it is quite common to hear members of the industry proclaim that a mine only takes up a small “footprint” when it is in operation.  This undermines the credibility of the industry and erodes any trust that it might have gained in public consultations and discussions. Asp, speaking from the perspective of First Nations peoples, notes that when the industry claims it only takes a few acres of land to mine:

It reminds me of the story of the railroad crossing the Great Plains of America. They told the First Nations that it was only two tracks and a whistle. They forgot to tell them about the people that the train will carry. You are forgetting to tell us about the related infrastructure that goes with your project. The road, the power transmission lines, etc. This opens up our country to anyone who owns a snow machine, or a four-wheeler. This is a real disruption to us. It has a major impact on our life….then all trust is gone…. The mining company will have an uphill battle to get First Nations approval for their project.

Given the well-documented adverse cumulative impacts of resource development activities on First Nations peoples, trust will be very difficult to achieve, particularly if the industry continues to attempt to minimize the very real, potential disruption of their activities. 

On a local level, the activities of exploration companies can also erode public faith in the industry.  For example, old mining laws, devised at a time when mining exploration took place a long way from human settlement, continue to govern at a time when small property owners can be adversely affected by such pieces of legislation that continue to support the concept of “free entry” for exploration (even on privately owned property).  Exploration activities can cause public alarm when the media covers stories about prospectors who, without notice or environmental assessment, can begin staking activities on property and disturbing land owned by cottagers, ranchers, private woodlot owners and so on.  Subsequent compensation may not be sufficient to replace the owner’s real, or perceived value of their property. 
 News stories of this kind do little to enhance the industries public profile. 

Decline of the Resource Community 

As Hutton noted, the decline of the resource communities is another hallmark of a post-staples economy. The problems facing the industry also affect rural Canada and vice-versa.  At the end of the 20th century, a number of Canada’s 150 mining communities in Canada found themselves facing difficult economic times.  No new mining communities had been built for almost twenty years.  Improvements in technology has led to automation of mine operations, a decline in employment, and the development of ‘fly-in’ mining where companies build housing for their workers rather than permanent communities.  Fly-in mining has its advantages, from both an ecological and economic point of view.  Flying workers into a mine site eliminates all of the social, economic and environmental costs associated with establishing isolated mining communities. Yet, a decline in the fortunes of resource-based towns means that the mineral industry diminishes in importance in the government agendas as urban demands and employment concerns lead decision-makers away from the staples-producers in search of answers to these pressing problems.  Rural Canada and its industries are no longer able to command the large share of government attention that it once did.  

Moreover, critics are increasingly questioning whether or not it is in the long-term interests of an economy and society to continue promoting a staples-based economic strategy, for urban Canada or for the resource-based communities that are most directly affected by mining.  The life of a mine is finite so communities have to think about what they will do when the ore reserves are depleted.  Attempts to diversify such a local economy into areas like tourism (hunting and fishing lodges), other types of resource production, or even retirement centres can be undermined by harsh weather conditions, isolated locations and the residual effects of the mining activity: “Often, other resource-based economic activities such as farming, fishing and logging are damaged by the pollution from the mine and smelters, and these remote communities become dependent on power grids, chain shores and imported goods and services to supply their needs.”
  Moreover, residents of the mining communities are accustomed to the high wages associated with mining and any economic that existing before the mine development has been replaced or are insufficient to replace the needs of a resource-dependent economy.
  

Sudbury is one mining region that has successfully diversified. This well-established 120 year-old mining community, however, is unique rather than representative.  As Archibald R.M. Ritter has observed, it has evolved from being a frontier town to becoming a mining metropolis.
  In its history, it has received considerable governmental support; this has helped the city to diversify as a centre for governmental services and facilities that provide economic, educational and health support to its citizen while generating many spin-off benefits. Moreover, the rich Sudbury mineral deposits, discovered early in Canada history, has sustained the region over a very long time providing a more stable economic base than one would typically find.  The industry also found this region to be a hospital environment for diversifying into mining-related equipment and technology-based companies.  Lessons from Sudbury would indicate that while decline is not inevitable, sustaining a town over the long term requires the fortuitous confluence of many supportive variables.  Unless, significant government support and private investment is directed towards clusters of regions that have demonstrated a potential for diversification and these areas are located along major transportation routes, many isolated mining towns face economic decline or closure after the mine shuts down.  

By the end of the 1990s, the mineral industry was entering into increasingly unfamiliar territory as it was confronted with a complex array of new global to local challenges.  Issues ranged from international competition to concerns about land access, the reality of a diversifying economy that competed with the traditional resource sector for government and private sector attention and resources, widespread public concerns about the environmental impact of mining, new influential actors questioning the role of the mineral industry in setting government agendas, and a decline in ore reserves and mining communities.
Emerging Conceptual Perspectives

New analytical paradigms are required to address the complexity of relationships between political actors, the need to sustain valued ecosystems, and diffuse policy communities with overlapping or conflicting interests.  In recent years, a ‘new’ or ‘post-normal’ science has emerged which investigates the dynamics of ecosystems and human systems.  The thrust of this body of literature is that “traditional reductionist disciplinary science and expert predictions, the basis of much advice given to decision-makers, have limited capacity.”
  Ecosystem approaches, on the other hand, work across numerous human and geographic boundaries. Kay et al. argue that decision-making should be based on an understanding of a nested network of holons, as distinguished from hierarchies, because they recognize “reciprocal power relations between levels rather than a preponderance of power exerted from the top downwards.”
  Ecosystems approaches are now becoming communicated and adopted in various forums going beyond academia into the public sector and non-government organizations.  Moreover, such approaches fit well with some traditional First Nations worldviews that are holistic in orientation.  Kay and colleagues observe that ecosystem approaches have implications for resource decision-making:  

Expectations that decision-makers can carefully control or manage changes in societal or ecological systems have also to be challenged.  Adaptive learning and adjustment, guided by a much wider range of human experience and understanding than disciplinary science, are necessary.

Dealing with complex systems requires new policy approaches to understanding and managing human interactions with biophysical systems. Resource managers are now trying to incorporate the inevitable complexity and uncertainty that accompanies contemporary resource and environmental policy-making, emphasising approaches that are adaptive, transparent, inclusive and pluralistic.
  Institutional techniques for bringing together groups, interests and concerns to address resource complexity include multi-stakeholder consultations, co-management, integrated resource management, and institutional interplay at vertical or cross-scale linkages.
  These new systems perspectives have been influencing the policy environment in a number of ways and to varying degrees.  Public and private decision-makers in the mineral sector have had many different responses.

Rising to the Challenge? Responses to Change

The mineral industry and public officials in government departments of mines have been traditionally educated in such fields as geology, engineering and finance.  None of these disciplines adequately equip the personnel with the tools required to operate within a complex systems paradigm as described above.  Industry has, however, responded to competitive challenges in the ways it knows best, primarily through technical innovation. For many years, industry has been investing heavily in research to mitigate their adverse environmental impacts such as acid rock drainage considered to be mining’s most devastating environmental impact, develop recycling programs to recover metals, and adopt integrated environmental management systems.

The industry has also become aware that it needs to work more effectively with other groups affected by mineral activities.  To that end, with varying degrees of commitment from companies and mining associations, from the 1990s onward, the industry initiated a number of multi-stakeholder approaches to mining development.  One of the most notable of these was the national Whitehorse Mining Initiative (WMI), an extensive attempt by industry and government to foster a broader consensus about how mining should proceed in the future.  Governments, industry, members of Aboriginal associations, non-governmental associations, and labour unions participated in developing comprehensive documents that would devise a more sustainable approach to mining in the future:  “The Accord adopt[ed] a strategic vision for a healthy mining industry in the context of maintaining healthy and diverse ecosystems in Canada, and for sharing opportunities with Aboriginal peoples.”
  More recently, consultative efforts have extended to international efforts including a three-year Global Mining Initiative (GSI), created by international mining companies (including Canadian corporations) in preparation for the World Summit on Sustainable Development in Johannesberg in 2002.  The GSI provided funding for the Mining Minerals and Sustainable Development (MMSD) project, which was billed as an “independent two-year process … with the objective of understanding how to maximise the contribution of the mining and minerals sector to sustainable development at the global, national, regional and local levels”.
  The success of the initiative was limited by time and resources as well as an inability to acquire broadly based participation from key stakeholder groups.  It did result in a number of recommendations including its final report entitled, New Ground: Mining, Minerals, and Sustainable Development, which contained many recommendations for change including a more inclusive decision-making process.  From the perspective of environmental non-government organizations, the Global Mining Initiative was referred to as an effort by the largest mining companies to improve its public image.
  One representative from a Peruvian non-governmental organization observed that “The MMSD, however much good work has gone into it, is still an attempt to set an agenda from the top down, to limit the debate, and to define who the legitimate actors or stakeholders are. The role of NGOs is to support processes that are built from below, to construct a new social agenda, and to support communities’ struggles to recuperate their economic, social, and cultural rights."
  Nevertheless, efforts such as the WMI and the MMSD do indicate recognition on the part of governments and industry that they need to develop effective consultation processes, distribute the economic benefits from mining more widely, and mitigate the environmental impacts.  The question remains; do these changes indicate a significant shift toward a new approach to staples development?

Seismic Shifts or Minor Tremors in the Status Quo? 

The past few decades has raised questions about whether the mineral industry could be classified as a sunset industry with Canada moving into a post-staples, knowledge based economy.  As the Sudbury example would suggest, it is possible for an economy to diversify based on its resource-based strengths.  The mineral industry, much like other enterprises in Canada has adapted to competitive challenges with many technological innovations contributing to a so-called knowledge economy.  An examination of its production values suggests that they remain very strong and Canada continues to be a world leader in mineral exports and exploration.
  Canada exports 80% of its mineral production which account for 13% of the country’s total export earnings.  Canada is the base for more mining companies than any other country in the world with its largest city, Toronto, touted as the mine-financing capital of the world.

Michael Howlett suggests that Canada has diversified by experiencing a growth in the tertiary sector, industrial expansion in regional centres, significant growth of metropolitan regions and a decline in resource-based communities.
  Howlett poses two possibilities. The first is that Canada will remain “stuck in a mature staples” trap and will continue “to reinforce existing economic policy measures promoting increased resource extraction.”
  The second would see the diversification of the economy based on the traditional staples industries with value-added products including environmentally-related services moving toward a post-staples economy.
 With respect to the mineral industry, we are seeing elements of both scenarios at play. 

Many examples can be found of government policies that continue to subsidize industry and support policies that continue promote primary resource extraction.  For example, the Canadian mineral exploration sector led the world in exploration expenditures in 2002 and 2003.  One singularly important reason for this is that the industry received the benefits of national a flow-through share program, also referred to as “super flow-through”.  The program which “allows a company to flow a 100 % tax deduction for the cost of eligible exploration expenses through to a private investor, has been enhanced by a 15% tax credit since October 2000.  These tax incentives have been sweetened by additional provincial tax incentives in British Columbia, Saskatchewan, Manitoba, Ontario and Quebec.” In total over $525 million of these shares were raised for mineral exploration in one year.
 

In British Columbia, the provincial Liberal government, in a marked shift from the New Democratic Party which proceeded it, followed up its announcement that it was committed to expanding the mining sector, with tax incentives and regulatory changes.  In addition to flow-through share programs, supportive provincial government policies include reduction or elimination of provincial sales taxes on equipment and machinery, cuts in corporate and personal income taxes, “reducing the regulatory burden” on industry, and developing land use policies that open up land to exploration.
  Other provinces offer incentive packages as well.  In Ontario, in addition to favourable tax rates, deductions are also permitted in a variety of areas such as a three-year ‘tax holiday’ on new or expanded mines, and deduction of research and development expenses.
 

In a report entitled, Looking Beneath the Surface, environmental organizations, Mining Watch Canada, and the Pembina Institute, argue that the substantial government support of the industry—on the rise in many jurisdictions—is unsustainably costly.  In the case of British Columbia, the authors report that public expenditures in the mining sector increased 17% in a period of six years from the mid-1990s reaching $15.4 million.  They claim that overall, it has cost the taxpayer 65 cents for every dollar invested in B.C. exploration. The authors also note that these figures do not include the environmental costs of mining. Setting aside the cost to the taxpayer for reclaiming abandoned mine sites, the authors note that in British Columbia, operating mines fall short of the financial assurances for reclamation required to properly close mines. They estimate the shortfall to be close to $85 million.
  Similar to British Columbia, Ontario saw a notable increase in public expenditure in mineral sector for the same six-year period, reaching $64.4 million, an increase of 58%.
  Quebec, also a major mining province in Canada, has continued to experience considerable government support.

These kinds of government incentives, particularly the’ flow-through share’ programs, signal that governments are continuing to actively promote policy measures in order to reinforce the economic position of extractive, industries. This reality runs counter to a post-staples, ecosystems-based argument that suggests that post-industrial economies often have a competitive advantage over staples-dependent economies.  These ‘new’ economies are competitive, it is argued, because government uses taxation incentives and regulatory measures to develop goods and services that do not rely as much on the costly production of raw materials and substantial energy inputs.
  Clearly, the current Canadian taxation and regulatory environment continues to promote staples-based development.  

Concurrently, we are also seeing signs of the emergence of a new, staples economy. These developments reflect Howlett’s second more optimistic alternative suggested above; that is, the Canadian economy will continue to diversify supported by its traditional resource industries.  Recent Natural Resources Canada documents are identifying diversification and shifts in the industry stating that it is undergoing “profound structural change.”  Economic diversification of the minerals industry has been growing in terms of downstream, value-added processes.  Employment in mining itself has declined, in part because of the substitution of labour through technological developments, but it is growing in other areas such as materials handling, specifically recycling which is becoming an important source of metals in many regions.
  Canadians are large investors in exploration (accounting for 30% of all projects throughout the world) and mining projects overseas (approximately 6000).
  International investment, in turn, generates a demand for Canadian mining, equipments, services and expertise—all of which contribute to the secondary and tertiary economic sectors.  Canadian innovations in the mineral industry, its global leadership in the production of minerals, research and development and environmental technologies, mean that there are promising trends in its ability to diversify.  The most notable example of these developments can be found in the example of Sudbury mentioned earlier.  

The shift to a knowledge economy has not directed attention away from the mineral industry.  It, along with other economic enterprises, has been using information technology to foster productivity and creating value-added goods and services.  The federal government has been encouraging this direction suggesting that investment in such things as fuel cells, batteries, sensors, lightweight and structural materials will provide new opportunities and markets for the mineral industry.

Continuing public concerns about the ongoing adverse biophysical and socio-economic impacts of Canadian mining operations in Canada and around the world are fuelled by reports of failure of tailings dams contaminating watersheds, displaced communities or unwanted resource development.  That said, we are seeing a change in the way traditional resource activities are carried out.  Institutional and individual learning is taking place in new consultative forums as people bring a diverse suite of resource values to the negotiating table.  In such forums, positions must be justified on the bases of their contribution to the broader public interests that now includes ecological and community sustainability.  One can find evidence that changes may be taking place in the mineral development process—changes that distribute wealth and proceed in a more economically and ecologically sustainable manner. Robert Gibson offers an example with respect to theVoisey’s Bay mine development, a huge nickel-copper-cobalt deposit in Labrador owned by a subsidiary of nickel giant INCO Ltd. In June 2002, the Aboriginal peoples in the area, the Innu and the Inuit, agreed to the ratification of an agreement to open the mine following an environmental assessment process and negotiations with the major stakeholders, which in this case included affected communities, governments and industry.  Gibson suggests that the agreements were remarkable given the vast difference in cultures, priorities and interests involved and the fact that the agreement was able to encompass and integrate biophysical and socio-economic considerations.
  He notes that the reasons for success, at least up until this point of the development, can be attributed to a number of factors such as the substantial power given to the indigenous people in the decision-making processes, the fact that all the main players had an important level of influence, and that the planning and assessment processes called for an integrated, lifecycle approach to ecological, socio-cultural and economic aspects of the project.  Notably, the agreements emphasised long-term benefits, and required that the evaluative and decision-making process be continuing and adaptive through the life of the project.   Although this was a single case, decision-making processes are frequently built on previous experiences and lessons learned.  The Voisey’s Bay case sets some standards for a new approach to mineral development that others might follow.

Conclusions: New Frontiers: 

Processes and agreements of the kind undertaken in the Voisey’s Bay case indicates that mining can continue to take place in a new political arena—one that recognizes a diversity of interests.  The status quo need not prevail and, in fact, it is unlikely to do so given the new sets of players now participating in the decision-making arenas.  A new generation of policy-makers has grown up with environmental considerations as part of their educational curriculum.  The comparatively recently recognized rights of Aboriginal peoples to make decisions with respect to their territories have also altered the dynamics of the game.  Government departments now temper their promotional mineral-related activities by acknowledging the need to ensure adequate environmental protection measures are in place and that attention be paid to the socio-economic health of affected communities.
  Howlett’s analysis that Canada is experiencing uneven economic development
 certainly appears to be supported by an examination of the mineral industry.  Given concerns about depleting ore reserves, changing public values about resource development, and growing global competitiveness, Canada’s long-term economic and ecological health will depend on its ability to diversify into other value-added enterprises.  While Canada remains a world leader in the production and export of minerals, there are signs that the economy is beginning to diversify into other areas, albeit using the primary sector as the basis for the production of new goods and serves. 

On a final note or perhaps as a caveat to the above statement, although the Canadian mineral industry might be considered old or ‘mature’, there always appears to be new frontiers for staples production.  This seems to be the case despite pressures from various groups to move towards a post-staples economy. Today, in addition to the more typical exploration targets, engineers are now discussing the possibilities of using new technologies to pursue deep mining techniques extending the life of existing ore bodies, or even to mine deep sea deposits or asteroids.
  The development of the nascent diamond industry in the Canadian North has continued to fuel exploration interest.  In 1998, the first diamond mine, the Ekati mine, began production in the Northwest Territories. For the northern economy relatively recently opened up to diamond mining, “post-staples” would seem to be an odd characterization.  Nevertheless, as Patricia Fitzpatrick discusses in the next chapter, the old approach to staples-led economic development will no longer suffice in the complex policy environment of the 21st century.

Notes:

The author would like to thank Patricia Fitzpatrick for her intelligent and helpful observations during drafts of this article and providing very useful sources.  Thanks also to Michael Howlett and Keith Brownsey for facilitating this chapter and project.
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Chapter XII: “Complexity, Governance and Canada's Diamond Mines” – Patricia J Fitzpatrick (Waterloo)

Complexity, Governance and Canada's Diamond Mines

The discovery of indicator minerals in the Slave geological province in 1989 began a staking and development rush that, in a little over a decade, saw Canada becoming one of the world’s largest producer of diamonds.  The impact of this development introduced a whole new dynamic into the northern political economy.  Moreover, if the mineral industry wished to produce diamonds, it needed to operate within a completely different political and social environment than had traditionally been the case.  Broken Hills Proprietary Diamonds Inc (BHP) owned the first operational diamond mine in Canada, and Diavik Diamond Mines Inc. (DDMI) owned the second mine.  An examination of the development and operation of the DDMI project illustrates how institutions have been evolving to reflect the dynamic Northern power relations.  Governance of the mining industry in the Northwest Territories is influenced by rapid diamond development, evolving environmental assessment (EA) processes, and Impact and Benefit Agreements — all of which have come about in a broader political economic era often referred to as a “new staples” economy.  This era reflects increasing complexity whereby institutions must now respond to a diversity of forces and actors.  The following discussion of institutions such as the West Kitikmeot Slave Society and the Environmental Monitoring Advisory Board reveals an emerging picture of a new political approach to northern staples-based economy.  The new diamond projects are proceeding in a way that is qualitatively different from historical practices that govern resource development in Canada.  The very existence of EA, which, in addition to economic factors, requires consideration of the biophysical and socio-economic impacts of a proposed development before regulatory approval, is a tangible illustration that Canada operates in a “new” staples economy.  Given the complexity of this “new” economy, a different analytical framework is required;  Berkes offers a useful approach for investigating the mandate, the constituency and associated representation, and activities of each institution all of which is operating within a complex biophysical and socio-economic environment. 

Mining, by definition, is a staples-based sector.  Recognizing both the finite nature of mineral development, and the policy issues associated with a staples based economy, policy actors in the mining industry are adopting new innovative practices to address cumulative impacts of development, and mitigate negative structural economic issues that mark a staples-based economy.  These innovations, including fly-in, fly-out operations with northern and Aboriginal hiring targets, requirements to undertake primary processing in the North, attempts to develop “value-added” economic activities, and adaptive management techniques all mark the development of a “new” staples economy.  To respond to these changing dynamics, institutions governing mineral development are attempting to provide a strong foundation for balancing the social-ecological environment with political and economic realities.  These institutions strengthen the capacity for balancing system components, including economic diversification, prior to the depletion of resource endowments and economic competition from lower cost staples regions.

The Northwest Territories Policy Community

Natural resource development is an important component of the economy of the NWT.
  Although the modern economy of the NWT originally relied on the fur trade, the economic resource based has shifted to other forms of resource development.  Non- renewable, staples resources, including mineral and oil and gas development, are one of the strongest economic-generating activities in the NWT.  For example, in 2001, non-renewable resource development contributed $585 million, or 24 per cent, to the Territory’s GDP.  In addition to these activities, renewable resources, including hydro power generation, tourism, agricultural and traditional economic activities play modest roles in the NWT wage economy.  

Beyond resource development, the public sector has been an important employer for Territorial workers.  Between 1999 and 2001, the public sector accounted for just over 25 per cent of the Territory’s GDP.

Despite the role of the public sector in the NWT’s GDP, the continued (and growing) contribution of mining to overall wealth generation in the Territory offers evidence that staples, particularly mineral and oils and gas, remain an important component of the economy.  As noted by the Department of Renewable Resources “[t]he economy of the Northwest Territories (NWT) is inextricably linked to mining.” 
  This trend shows little sign of changing, as recent mineral discoveries (diamonds), and oil and gas exploration have contributed to recent growth in GDP.  “Non-renewable resources will continue to be the focus of economic activity in the Territory in the years to come.  Diamond mining, the natural gas industry and mining exploration have already breathed new life into many communities bringing income and employment and providing revenues for governments.”
  

The mineral policy community in the Northwest Territories (NWT) and Nunavut (NU)
 reflects a unique set of constituents with diverse values and needs.  These territories include roughly 37% of Canada’s landmass, encompassing a large ecological environment of taiga and tundra.  In terms of population, however, the NWT and NU house less than 0.2 percent of Canada’s people.  The residents of this region include numerous Aboriginal Cultures, including the Tlicho (formerly Dogrib Dene), the Yellowknives Dene First Nation, the Lutsel K’e Dene Band and Metis people  In addition to the indigenous peoples, a number of other groups including the federal government (e.g. the Indian and Northern Affairs Canada, Environment Canada), territorial government, non-governmental organizations (e.g. the Canadian Arctic Resources Council, the NWT and NU Chamber of Mines), and specific project proponents serve as advocates for other northern interests, thereby resulting in an increasingly complex set of interactions between actors and institutions. An examination of these relationships leads to a very different dynamic than has historically been the case in the northern staples economy.  Primary actors include Aboriginal organizations, the territorial government, non-government organizations, and mining proponents.

Aboriginal organizations

As discussed elsewhere
, different Aboriginal communities share a unique relationship with the land and water.  It is this relationship and the relatively high percent population of Aboriginal people in the Territories that merits particular consideration of the relative of power of these policy actors with respect to natural resource management.  Since the early 1970s, legislation, treaties and legal challenges have served to clarify (and strengthen) the rights of Aboriginal people over the land and resources within their traditional territory.
  

In terms of legislation, section 35 of the 1982 Canadian Constitution establishes that Aboriginal people have treaty rights, and therefore, access to resources.

35 (1) The existing aboriginal and treaty rights of the aboriginal peoples of Canada are hereby recognized and affirmed.

Drawing on this section, the judicial system has been employed as recourse when Aboriginal rights are not respected.  Recent decisions such as Sparrow
 and Delgamukk
 reaffirm relationship with the land; while infringement of these rights is possible on the basis of compelling and substantive legislative purposes, to do so, the crown must demonstrate “Aboriginal participation in resource development, consultation and in restricted circumstances, consent, and fair compensation.”
  Given this judicial mandate, Aboriginal organizations have experienced and ever-increasing role in resource development. 

Historic treaties, and modern day land claims settlements are designed to address the Aboriginal title to land areas.  In the north, negotiations involve two categories of settlements.  Comprehensive land claims agreement are negotiated where Aboriginal rights to the land have never been ceded;
 in these agreements Aboriginal people give up their claim to their traditional land use and settlement areas in return for “legal title to selected lands, cash payment, rights to manage natural resources, hunting, fishing and trapping privileges, and the formation of economic development corporations.”
  Specific land claims are negotiated in areas where treaties were previously negotiated, but the obligations under that treaty were not fulfilled.
  Table 1 lists the settled specific and comprehensive claims for lands situated in the territorial north (including the Yukon, Northwest Territories and Nunavut).

Of particular interest to this discussion is how land claims agreements address natural resource management.  As noted in Table 1, the early 1990s saw the settlement of four land claims agreements within the geographic boundaries of what was then the Northwest Territories.  Each of these and subsequent agreements provide for a system of land, water, and environmental management inclusive of representation by delegates of the affected claims block.  These management boards, comprised of tripartite membership (with federal, territorial, and Aboriginal appointments) have, in fact, strong aboriginal representation.
  Despite structural shortcomings, (representatives are to serve as individuals, and not representatives of appointment organizations, the advisory nature of the boards, etc.), White believes that the boards represent introductory efforts at power-sharing and cross-cultural governance. 

The all but universally held view is that the claims boards do represent important instruments of Aboriginal influence over important land, environment and wildlife decision.

As such, affected Aboriginal organizations exercise increasing role in resource development on their traditional territory.  


Beyond the management of natural resources, land claims agreements contribute to additional factors that influence development in the North.  Initial cash settlements for the surrender of traditional lands can foster economic development.
  Agreements provide provisions for revenue-sharing when wealth is generated on traditional lands, through sharing of royalties, and the negotiation of impact and benefit agreements between the proponent and the affected organization(s) (as discussed below). 
  These provisions increase the economic capacity of Aboriginal organizations to become engaged in secondary and tertiary industries associated with the development.  

Despite these changes that ensure that Aboriginal organizations are no longer at the margins of resource management issues, a long list of issues of power and control remain unresolved in the North.
  The steps briefly described above are important but insufficient remedies to issues regarding Aboriginal title, nationhood, access to and management of land and resources, issues that must be navigated in the near future.  Furthermore, as noted by Poelzer, each Aboriginal Organization has its own context – each has a localized approach to, resources for, and capacity regarding specific environmental issues. 
  Multiple, different Aboriginal policy actors come to the negotiating table with their own particular agendas.  Notwithstanding these cautionary notes, the reaffirmation of treaty rights, the progressive settlement of outstanding land claims, and changing dynamics related to how natural resources are addressed in these agreements have significantly increased the relative power of Aboriginal organizations over resources in their traditional territory.  This power shift has influenced patterns of northern governance and, inevitably, its political economy.

Territorial Government

In order to understand the changing dynamics of the staples economy, it is worthwhile considering the changing dynamics in the northern governing institutions.  Formal, institutional government in the Territories is complex.  As noted by Dickerson, “[b]y definition, a territorial government is a government in transition.” 
  Clancy details the history of governance in the Northwest Territories, from the 1940, when the Territories “remained a federal colony, still awaiting representative and responsible government,” to the present. 
  Through that time, there has been a “steady devolution of financial and executive powers on to the NWT’s Assembly.”
   To date, the Territorial government has acquired control over almost all powers of Provincial governments with two noted exceptions:  full participation in Constitutional reform, and control of Crown and (and financial resources associated with the land).
  Although there is a commitment by the federal government to further devolve to the powers to manage land and natural resources, this commitment remains outstanding.
  This unresolved relationship between the federal and territorial governments affect the relative power of each level of government, and has the potential to affect the interaction of the two levels of government in issues concerning crown lands, including diamond development.  

Beyond the Federal-Territorial rapport, 1990s saw the development and implementation of the Nunvut Final Agreement, with the creation of a distinct Nunavut Territory.  As noted by the Canadian Institute for Resources Law, this division has “has tremendous implications for both federal and territorial responsibilities in the North.” 
  Clearly, the increasing role of Aboriginal people in natural resource management provided through the settlement of outstanding claims (as discussed above) affects the governance of these issues.  Beyond this provision, however, negotiations surrounding the changing legal regimes and relationships required by the territorial division occurred during the course of early diamond development.  As such, another layer of complexity influenced the development of Canada’s diamond mines.   

Negotiations surrounding the roles and responsibilities of federal and territorial governance institutions marked the period of early diamond development in the North.  These changing jurisdictions affect the relative power of each actor, and as such the dynamics between levels of governments.

Non-Governmental Organizations

A non-governmental organization (NGO) is a label assigned to multiple types of organizations whose sole comment attribute is that they are not government.
  In the broadest sense, NGOs can include industry and business associations, interest groups, research/teaching organizations, labour unions, and media.  For the purpose of this discussion we will focus on two categories:  interest groups (specifically environmental NGOs) and business and industry organizations.

As with Aboriginal organizations, many environmental NGOs occupy a specific niche and use their own unique political approaches.
  A number of environmental NGOs are active in environment management issues the Northwest Territories, including the Canadian Arctic Resources Council, Ecology North, the Canadian Nature Federation, World Wildlife Fund and the Canadian Parks and Wilderness Society.  

It is difficult to evaluate the relative influence of environmental NGOs on resource management.  On a macro scale, Wilson observes that “the movement has filed to bring about the kind of changes that most ecologists of the 1980s and 1990s agreed were required by the end of the millennium.” 
  While this is true, Harrison, among others, observes that environmental NGOs have played a role in shaping government environmental policy. 
  “The entire structure of federal and provincial laws governing the use of Canadian land, water, and air bears the strong imprint of environmental organizations.”
  Furthermore, Greer-Wooten notes that NGOS are “widely regarded by industry opinion leaders as representing legitimate public interests, staffed by knowledgeable persons”, and are indeed providing a greater role in decision-making, particularly through positions on advisory boards. 
  Wilson however, suggests that environmental NGOs operate only in the peripheral zones of the environmental management communities. 
  These broad, and seemly contrary, assessments suggest that the relative power of environmental NGOs requires consideration on a case-by-case basis.

Beyond environmental NGOs, business and industry associations are also active in the northern policy community.  Business and industry associations differ in mandate from environmental NGOs in that these NGOs represent industry/private sector interests.  The NWT and NU Chamber of Mines, and the Yellowknife Chamber of Commerce are two associations who are active in northern resource management.  Like environmental NGOs, however, the relative power of these policy actors requires consideration on a case-by-case basis.  

Proponents

Proponents serve as the fourth category of policy actor involved in the mineral industry.  Although linked with business and industry associations, in that proponents represent private sector interests, these policy actors are unique in that they have a financial interest in resource management, on a case-by-case basis.  As such, it is important to consider the degree to which proponents have power in institutions that govern their investment.  

The new diamond economy of the North, therefore, developed in a very different political and economic environment than the one traditionally associated with mining as discussed by McAllister in Chapter 11.  At the turn of the 20th century, governments took an active role in promoting mining as a nation-building tool.  They were not preoccupied with concerns related to maintaining biophysical integrity of valued ecosystems or the place of Aboriginal peoples at the decision-making table, or the effect of non-governmental organizations raising concerns about the impact of resource development.  Moreover, they did not have their activities take place under the glare of international media attention.  All these factors were in place as a new kind of staples economy was developing at the turn of the 21st century.  Resource development necessitated the incorporation of a group of policy actors that had agendas, needs, and requirements qualitatively different from those of the traditional resource developers and producers.  Governments needed to respond with a more flexible and inclusive regulatory approach.  

A discussion of the DDMI project illustrates how the changing power dynamics of the key policy actors affects staples-based development.  As noted above, the inclusion of an EA process necessitates consideration of development issues beyond economic return.  As the second EA of a diamond mine in Canada, the comprehensive study of this project drew from existing institutions such as the West Kitikmeot Slave Society to contribute to the capacity of policy actors to participate in the EA.  Activities in the assessment and regulatory process strengthened vertical linkages between institutions, and allow for increased input in the design and implementation of public participation, follow-up, and monitoring programs.  As a result, industry found itself working within a different political and economic environment from which it was historically accustomed.  To review these changes, discussion must first begin with the first diamond mine, the BHP NWT Diamonds Project.

Diamond Development in the North

The 1989 discovery of diamond-indicator minerals (garnets, chrome diopsides) by explorationists Charles Fipke and Stu Busson began a staking and diamond-development rush in the Northwest Territories.
  The resource is found in kimberlite pipes, volcanic intrusions found in the Slave Geological province.
  The first two viable mine stocks, the BHP and DDMI claim blocks, are located near Lac de Gras, the headwaters of the Coppermine River.

The closest community of Gameti, a Tlicho (formerly Dogrib Dene) village, is over 150 km away and the city of Yellowknife over 300 km away from the Diavik claim block.  This area, however, was historically subject to extensive and overlapping land use by the ancestors of numerous groups of claimants.  As discussed above, this area is in the traditional land use and settlement territories of the Tlicho, the Akaitcho Territorial Dene (including the Lutsel K’e Dene First Nation, and the Yellowknives Dene First Nation), and the North Slave Metis Alliance;
 it is also in the traditional land use area of the Kitikmeot Inuit Association.  In addition to historic use of this land, modern day residents of the NWT and NU continue to rely on caribou that migrate through the area, and on several other wildlife species.  Residents of Kugluktuk, rely on drinking water from the Coppermine River, which originates within the project watershed.  Thus, identification of the policy actors is based not only through proximity to the project site and historical land claims, but through their use of resources originating or migrating through the project site.

The EA of the first diamond proposal, the BHP NWT Diamond Project
 , occurred between January 1994 and August 1996.  The BHP NWT Diamond Project was subject to a panel review under the terms of the first federal EA process, The Environmental Assessment and Review Panel Guidelines Order
.  A four person panel, with membership with expertise in NWT Aboriginal peoples, geology, resource and environmental issues, among others, evaluated the proponent’s impact statement, weighed evidence related to potential impacts, and recommended to the Minister of the Environment that the project be allowed to proceed, subject to twenty-nine recommendations regarding the project and related issues.  

New institutions, specifically the West Kitikmeot Slave Society, created in anticipation of this development, illustrate how the mineral industry was faced with a new political approach to resource development.  

West Kitikmeot Slave Society

Concurrent with the announcement of the panel members for the first diamond mine was notice of the establishment of a research program centered on the Slave Geological Province.  Recognizing increased mineral exploration and potential for development, the West Kitikmeot Slave Society (WKSS) was formed to oversee a research program directed at providing baseline information to be used in resource management in this region.  The objectives of this society addressed multiple agendas, including the collection of traditional and scientific knowledge research, the development of cross-cultural research linkages, and the implementation of community research training opportunities.  Over the course of five years, nineteen projects were funded by WKSS, covering a range of issues from local traditional knowledge research to regional wildlife studies.  

The program was governed through a management board, comprised of representatives appointed by a variety of policy actors, including the Dogrib Treaty 11 Council, the Lutsel K'e / Yellowknives Dene Bands, Inuit organizations, Nunavut Co management organizations,  Metis Nation NWT, Industry and business associations (through the NWT Chamber of Mines), Environmental organizations (representing the Canadian Arctic Resources Committee, Ecology North, World Wildlife Fund, Canadian Nature Federation), the Government of the Northwest Territories, and the Government of Canada.  The management board was “responsible for managing Study resources, making decisions on the design and conduct of research, ensuring that the interests and policies of the Partners are respected, public involvement, and directing the operations of the Study Office.”
  The board had decision-making authority over the projects they would fund, subject to available financial resources.   

The WKSS was an innovative research program, ensuring that those with historic and current interest in the area under studied were actively involved in furthering the research agenda.  However, because of the timing, research from the WKSS was not available for the EA of the BHP NWT Diamonds Project.  

Beyond this effort to improve baseline research of the development, region, the implementation of the EA process with an active public involvement program allowed the policy actors a role in the mining development.  

Community Capacity and Public Participation in the BHP Review Process

Sinclair and Diduck suggest that there are, at a minimum, five key components of a public participant program:  notice, access to information, participant assistance, opportunity for public comment and hearings. 
  An analysis of the BHP panel review based on these criteria, and concomitant areas of enduring concern, is outside the scope of this review.  However, two factors, participant assistance, and opportunity for comment merit discussion.  

Participant assistance involves the provision of funding to interested public to facilitate participate in large-scale EAs.  This money can be used to finance research and administrative expenses related to participation in the assessment.  Participants received funding totaling $255,000 to engage in discussions surrounding the scope of the EA ($105,000 to 14 groups) and review the impact statement ($150,000 to 12 groups).
  Applications for funding were reviewed by a committee of experts selected by the Canadian Environmental Assessment Agency, as is the standard process for participant funding.  Although the specific policy actors were not involved in determining resource allocation (which may indeed be a conflict of interest), money provided to these policy increased the capacity of each organization to participate in the EA. 

Keeping with the tradition of public engagement promoted during the Berger Inquiry, meetings were held in potentially affected communities.  The public reviewed the guidelines for the impact statement through scoping meetings (held in 8 communities) and written submissions.  The public review of the impact statement included hearings held over 18 days in 9 communities, and written submissions.  Through the course of the assessment, the panel received over 125 written submissions, and listened to over 410 presentations by various participants.
  These participants included representative-organizations of each of the policy actors discussed above, including Aboriginal organizations (e.g. Lutsel K’e Dene First Nation), NGOs (e.g. Canadian Arctic Resources Council, Yellowknife Chamber of Commerce) and the Proponent.

As with other EA processes (see for example Fitzpatrick and Sinclair
), concerns arose regarding level of funding, timing of resource disbursement, and the timing of public consultation.  In reviewing the comments of select participants, the Canadian Institute for Resources Law
 noted that while participation was inclusive of affective interests, a greater balance is needed between imposing deadlines and allowing for time in process to proceed, and providing adequate financial resources for participants through the assessment and regulatory process.  O’Reilly takes this point further, concluding that “[f]ew if any of the participants came any from the EA with any satisfaction including the proponent.” 
   

Despite this perception by some participants, activities surrounding the BHP EA have been identified in the mining industry as setting a high precedent for community engagement ADDIN EN.CITE <EndNote><Cite><Author>O&apos;Reilly</Author><Year>1998</Year><RecNum>974</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>974</REFNUM><AUTHORS><AUTHOR>O&apos;Reilly, Kevin</AUTHOR></AUTHORS><YEAR>1998</YEAR><TITLE>The BHP Independent Environmental Monitoring Agency as a Management Tool</TITLE><PLACE_PUBLISHED>Yellowknife, NWT</PLACE_PUBLISHED><PUBLISHER>Canadian Arctic Resources Committee</PUBLISHER><DATE>October</DATE><LABEL>974</LABEL><KEYWORDS><KEYWORD>Northwest Territories</KEYWORD></KEYWORDS></MDL></Cite></EndNote> in project development.  In a recent survey of thirty-eight mining executives, representing 70% of mining industries listed on the Toronto Stock Exchange, Annadale notes “the BHP EA was identified as a driver for other Canadian mining companies in moving towards a more interactive approach to environmental assessment.” 
  This interactive approach, input from all policy actors is a marked departure from the historic staples development era discussed by McAllister.  Beyond this input, however, different policy actors are also playing a role in the institutions governing mineral development.  

The Implications of Superadded Agreement

Numerous authors, including Valiente,  Fafard,  Hessing and Howlett,  and Harrison have detailed how provinces and federal governments share constitutional authority over natural resource management. 
  One impact of this ambiguous jurisdictional situation, which has ultimately led to overlapping legislative responsibilities, is that during the course of an EA, recommendations are made in areas for which the responsible authority has no constitutional authority to enforce.  The responsible authorities, those who must issue permits, leases and licenses regarding the project, are put in an interesting position in that they must ensure these issues are implemented by the proponent, despite having no regulatory authority to do so.  In other words, these are “superadded” duties, commitments that cannot “be formalized in legal or regulatory requirements or that were better suited to a more flexible approach.”
  To resolve this issue, two agreements were negotiated following the acceptance of the EA to address how monitoring should be undertaken in the context of these superadded responsibilities, the environmental agreement and the socio-economic agreement.

The proponent, federal and territorial governments negotiated the BHP Environmental Agreement.  Aboriginal organizations were not signatories to the agreement, but rather were included in the process through the Implementation Protocol, attached to the Agreement.  Non-government organizations (environmental or business and industry) were not involved in this institution. 

As noted by the Canadian Institute for Resources Law, although environmental agreements were used to superadded responsibilities in the past, the scope and public of the BHP environmental agreement was unprecedented. 
  “The Environmental Agreement was seen as a tool to ensure BHP lived up to the any promises it made both in its EIS and verbally during the hearings before the panel.  The Agreement was also viewed as a way to demonstrate an integrated and innovative approach to monitoring and environmental management of the project’s effects.”
  The environmental agreement covered a range of issues, including the development of environmental management programs, reporting requirements, closure, and reclamation plans, the provision of security deposits to act as remedies for potential infringements on the arguments, and the establishment of an Independent Environmental Monitoring Agency (discussed below).  

The Socio-Economic Agreement was negotiated between the proponent and the Government of the Northwest Territories.  The federal government, Aboriginal organizations, and non-governmental organizations were not involved in this contract.  “The principal purposes of the Socio-Economic Agreement are to maximize the economic benefits of the BHP project to residents of the Northwest Territories and to minimize its negative social impacts.”
  The socioeconomic agreement covered a range of issues including training commitments, health and social services programs and monitoring, and local business development initiatives.  In terms of employment, a number of commitments established in the socio-economic agreement ensure that northern residents, including Aboriginal people have opportunities to profit from this staples development.  The agreement includes hiring targets for both Northern residents and Aboriginal people for both the construction and operational phase of the mine (see Table 2).  Furthermore, the company committed to specific targets for local business supply (see Table 3).  As noted by the Canadian Institute for Resources Law, since this agreement does not include discussion of penalties for non-compliance, it is primarily a contract outlining cooperation between the territorial government and the company. 
  

In addition to proponent-government agreements, Impact and Benefit Agreement were negotiated between BHP and affected Aboriginal communities.  These bilateral agreements address the specific impacts of development on Aboriginal people.  While these agreements are confidential, Ritter notes they “cover such things as job opportunities, training, and preferential hiring programs; financial transfer payments, royalties and equity participation; new business development and contractual arrangements; and compensation for declines in harvests of wildlife and fish.” 
  Although these agreements are requirements of some of the settled land claims, there was no requirement for IBAs in the BHP case.
  However, the Minister of Indian affairs required the illustration of “significant progress” in negotiation prior to the approval of the company’s leases and licenses.    

Concerns regarding types of arrangements relate primarily to process surrounding the negotiation of IBAs; specifically, Ritter notes that federal guidance is needed in terms of what issues the agreement should cover, the implication of these bilateral agreements on public interest and the timing of IBA negotiations. 
  For example, although “significant” progress in negotiation was a requirement of project approval, over two years passed before BHP signed the final IBA (see Table 4).  Furthermore, since agreements are signed with one group at a time, there is the potential for a “divide and conquer” strategy to be adopted..  

Despite these concerns, the superadded agreements negotiated around the BHP NWT diamonds project provide specific requirements of a company to address environmental and social impacts associated with the development.  These requirements are indicative of the new political approach to staples development.  One subset of the environmental agreement, the BHP Independent Monitoring Agency, merits specific discussion. 

BHP Independent Monitoring Agency 

As indicated above, one of the requirements of the Environmental Agreement was the formation of an Independent Monitoring Agency (IMA).  This agency is comprised of a seven-member board of directors, four of whom are appointed by Aboriginal organizations, and three appointed jointed by BHP, the federal and territorial governments, in consultation with Aboriginal organizations.  The non-governmental Organizations are not represented on the Agency.  “Although the name of the Agency might imply that monitoring is directly carried out, the real function of the Agency is as more of an oversight or audit mechanism.”
  As per the panel recommendation, the IMA reports on company monitoring and compliance of the company with respect to commitments related to the environment.  The Agency does not have decision-making authority; IMA reviews documentation, and makes recommendations to the appropriate responsible authority.

The Canadian Institute for Resources Law has argued that while this institution is a positive step, there is need to strengthen horizontal linkages between the Agency and broader initiatives, such as the WKSS. 
  Although IMA is charged to “participate as an intervenor in regulatory and other legal processes respecting environmental matters;” (IV2(d)), as a project-specific monitoring agency, the processes must necessarily involve the BHP NWT Diamonds Project.  Despite this criticism, the development of an independent agency charged with monitoring the environmental impacts of a project is an important tool for balancing system components.

Institutions involved in the governance of the BHP NWT Diamonds project are indicative of the “new” staples economy, one that responds to diverse group of policy actors and forces.  This “new” economy includes consideration of the longitudinal environmental, social and economic implications of mineral development.  

The strengths of the BHP case were replicated in the consultation initiatives designed for the DDMI EA. 

The Diavik Diamonds (DDMI) Project:  Comprehensive Study

When DDMI submitted their applications for required leases and licenses, and thereby triggered an EA, the federal review process was governed through the Canadian Environmental Assessment Act (CEAA
).  As per the terms of this process, the DDMI project triggered a comprehensive study review.  This assessment track requires consideration of the purpose of, need for, and alternatives to the project, in addition to the environmental effects of the project, as identified in section 16 of CEAA. 

Consistent with the legislative requirements, the EA the federal departments involved in issuing leases, licenses and permits for the project, in this case Indian Affairs and Northern Development Canada (INAC), the Department of Fisheries and Oceans (DFO), and Natural Resources Canada (NRCan), facilitated the assessment.  As the lead Responsible Authority for the EA, INAC coordinated the assessment, and maintained the public registry.  In spite of these changes, many of the institutions, including WKSS, involved in governance of the DDMI had their origins in the BHP NWT Diamonds project.

West Kitikmeot Slave Society Revisited

As the DDMI EA was initiated three years after the WKSS was created, there was an increased opportunity to include research initiated through this institution in the review of the project.  The comprehensive study report makes reference to on-going traditional knowledge research, including the Dogrib Treaty 11 study on place names, the Dogrib Treaty 11 study on caribou, and the Lutsel K’e Dene Nation research on monitoring community health.  However, given the timeline for this research, studies were not complete before the submission of the impact statement, or comprehensive study report.

As with the BHP NWT Diamonds project, policy actors were also involved in the mining development.  The approach taken in the DDMI case, however, allowed key policy actors a more active role in the EA.

Community Capacity and Public Participation in DDMI EA

An EA steering committee was struck to recognize the desire of Aboriginal organizations to be actively engaged in the assessment process.  This committee included representatives of Aboriginal organizations, the Responsible Authorities, and the government of the Northwest Territories.   Neither non-governmental Organizations, nor the proponent were represented on the steering committee.  Although not all Organizations provided a seat on this committee participated chose to participate in this institution, all representative groups were provided with key documentation related to both the steering committee, and the assessment process.

While the steering committee did not have decision-making authority, it served as “an advisory body reporting to the RA Caucus on all matters relating to the comprehensive study review process for the Diavik Diamonds Project.”
  Meeting on a monthly basis, this committee advised the Responsible Authorities on how to address outstanding issues, including how to mange the public consultation process. 
This role in facilitating the assessment process did not preempt participation in the EA.  Organizations involved in the steering committee joined the EA public consultation program.  Public involvement was encouraged during the formal EA process through written submissions, and three types of gatherings: community and information meetings, technical meetings, and public technical sessions, held in various communities in the North.  Community and information meetings allowed the affect communities an opportunity to ask questions about the impact statement.  These meetings were arranged primarily between the proponent and Aboriginal organizations, with contribution by INAC.  Technical meetings focused on key issues of interest to stakeholder; meeting, held in different communities, included evening sessions where members of the general public could ask questions and engage in discussion with experts.  Public technical sessions provided government an opportunity to report on findings, and address public questions posed through the course of the review.  Between September of 1998 and March of 1999, meetings were held in communities throughout the North to discuss the project, and its potential impact on the environment.  Each of the technical session formats was advised by the steering committee.  Following the completion of the comprehensive study report, the Canadian Environmental Assessment Agency facilitated a one month public review of the report, as per the terms of the CEAA.  

Money was offered to different policy actors interested in participating in the assessment process although it was not required in the legislation.  Aboriginal and non-governmental organizations received funds to participate in the assessment process.  As per the funding process used for the BHP NWT Diamonds project, applications were evaluated on a case by case basis.  In this case, however, INAC (rather than the Canadian Environmental Assessment Agency Staff) reviewed the applications; non-governmental organizations (again) did not have authority over funding disbursement.  Aboriginal organizations and interested NGOs received funding to participate in the EA.
  
It is clear that the EA of the DDMI project greatly expanded opportunities for the public to be engaged in the assessment process.  This consultation strategy, however, was not implemented without concerns.  As noted by the Mackenzie Valley Environmental Impact Review Board (MVEIRB), the adaptive approach taken by the Responsible Authorities, and the steering committee, resulted in a process that “fell short of public expectations for an independent assessment that provided a clear and consistent process for public involvement.”  To support this assertion, the board observed that while the steering committee was designed to include Aboriginal organizations in the assessment design, the institution served an advisory, not management role.  Secondly, concerns arose regarding the adjustment of the assessment schedule to include workshops; these changes, noted the Board, although designed to address public concern, may have confused the process.  Finally, the Board questioned the timing of the assessment process, suggesting that the need of the proponent, DDMI, may have influenced the timing of the release of the comprehensive study report.

Again, despite these shortcomings, the inclusion of Aboriginal organizations, in the committee involved in designing the EA process, increased the relative power of these policy actors in governing mineral development.  These shifting dynamics continued through the negotiation of superadded agreements associated with the project.
Superadded Agreements: New Players

Environmental and Socio-Economic agreements addressed the superadded duties associated with the DDMI EA.  As with the BHP environmental agreement, a range of issues were addressed through this institutional framework, including the development of environmental management programs, reporting requirements, closure and reclamation plans, the provision of security deposits to act as remedies for potential infringements on the arguments, and the establishment of an Environmental Monitoring Advisory Board (discussed below).  In addition to these provisions, the agreement compels DDMI to participate in the development of a regional cumulative effects assessment and management framework, discussed below.  The socio-economic agreement covered range of issues including employment and training commitments health and social services programs and monitoring, local business development initiatives, and formation of the Diavik Projects Community Group Advisory Board, discussed below.  Again, the socio-economic agreement ensured that northern residents, including Aboriginal people, had opportunities to profit from this staples development.  The Agreement again included hiring targets (see Table 5) and local business supply targets (see Table 6) to increase the economic return of the development to Northern Residents.  

A salient difference between these two institutional frameworks was the role of Aboriginal organizations.  Unlike the BHP environmental agreement, Aboriginal organizations could exercise an option to be signatories to the Socio-economic agreement, or become a party to the agreement, as per section 1.3.1.  While the initial agreement was signed in October 1999, all five potential Aboriginal organizations became signatories by the end of 2001.
  Non-governmental organizations, however, were not involved in either institution.  

Finally, DDMI negotiated IBAs, termed as “Participation Agreements”, with various communities.  The structure and timing of these negotiations is similar to the process experienced during the BHP NWT Diamonds Project; eighteen months (as opposed to two years) lapsed between the final regulatory approval for the project, and the signing of the last IBA (see Table 7).  As noted by the MVEIRB, the (continued) separate negotiation of three types of superadded agreements (the environmental agreement, the socio-economic agreement, and the Impact and Benefit agreements) creates a gap in understanding how socio-economic impacts may be mitigated, and monitored (as they may be monitored through these institutions).   
Advisory Board

As indicated, the environmental agreement included provision for the formation of the Environmental Monitoring Advisory Board (EMAB).  This board is the second independent monitoring agency assembled in conjunction with diamond development in the North.  EMAB includes one representative on behalf of the Dogrib Treaty 11 Council, the Yellowknives Dene First Nation, the Lutsel K’e Dene Band, the Kitikmeot Inuit Association, the North Slave Métis Alliance, the government of the Northwest Territories, the Government of Canada, and DDMI, for eight members.  Again, non-governmental organizations are not represented on the board.
In addition to monitoring on company reports, and compliance with commitments, EMAB has the added function of ensuring communication among parties to the Agreement (section 14.1).  This agreement also includes more direct requirements for public participation.  Whereas the BHP IMA is directed to facilitate participation to achieve its purpose, the Advisory Board is also required to create opportunities for community and public participation (section 1.1 (e)). 

The Diavik Projects Community Group Advisory Board reflects the structure of the previous monitoring institutions, but addresses the issue of socio-economic monitoring.  This board is community based, in that it has representation from the Government of the NWT (2 members), Diavik (2 members), the Dogrib Treaty 11 communities (4 members) the Yellowknives Dene Band (2 members), the Lutsel K’e Dene Band (1 member) the North Slave Métis Alliance (1 member) and the Kitikmeot Inuit Association (1 member).  The Federal government and NGOs do not have seats on the Board.  

The Community Group Advisory Board monitors employment, training, the business opportunity strategy implemented by DDMI and the Employee and Family Assistance Program implemented by DDMI, among others (2.1.2 (c)).  In doing so, the board serves an advisory function.  Community representatives on this board also act as a liaison and communications link between their respective communities and the board;  as such, rather than acting as independent watchdogs, the representatives serve as advocates for their respective constituents.  This agreement also requires the board to implement opportunities for public participation.  

The Community Group Advisory Board expands consideration of social impacts of development beyond the original EA; this innovation further illustrates the changes in the social and political reality of the “new” staples economy. 

Cumulative Effects Assessment and Management Strategy

The comprehensive study also recommended DDMI participate in the Cumulative Effects Assessment and Management Strategy (CEAM) steering committee.  The CEAM steering committee includes representatives of Aboriginal organizations, industry, co-management boards, federal and territorial governments, and environmental non-government organizations.  The steering committee is charged with creating a plan to “facilitate the protection of ecological integrity, the building of sustainable communities (including social and economic dimensions), and responsible economic development within a sound environmental management framework.”  To achieve this goal, the strategy blueprint address such areas as land use planning, baseline studies and research that builds on the WKSS, decision-support research, engagement in project-specific assessment (as it relates to cumulative impacts), and information management, among others. 

The committee serves an advisory function, with decision-making resting with the federal departments and other organizations, including co-management boards, which have mandates related to cumulative effects assessment and management.   

The commitment to cumulative effects assessment mark a new effort in government policy to expand consideration of environmental impacts to a regional level; the inclusion of policy actors in facilitating this provides an effort to consider the complex biophysical and social environment in the north. 

Other Diamond Developments in the North

Since the completion of the DDMI project in 1999, numerous changes have arisen in the governance institutions.  On a national scale, the implementation of the Mackenzie Valley Resource Management Act (MVRMA), and the assessment of the third diamond mine under the terms of this process, have influenced the cross-scale linkages among institutions governing diamond development. 

 Following the signing of the Gwitch’in Agreement (1992), and the Sahtu and Metis Agreement (1993), the government of Canada “implemented the Mackenzie Valley Resource Management Act with the intention of providing northerners decision-making participation and responsibility in environmental and natural-resource matters.”  For the most part, the MVRMA replaces the jurisdiction of CEAA, and provides a different vehicle for land and water management boards in the Northwest Territories. Mackenzie Valley Environmental Impact Review Board (MVEIRB) now facilitates EA in the Mackenzie Valley, which includes the Slave Geological Province.  This public review board is comprised of a minimum of seven members, one half nominated by Aboriginal organizations, and one-half nominated by government.  Non-governmental organizations are not involved in the nomination process.  Although the federal government funds the board, it is both independent from government and the Aboriginal organizations who nominate members.  

 The third diamond project was assessed under the terms of the MVRMA.  The Debeers Canada Mining Inc Snap Lake Development Project (Snap Lake) involves the construction and operation of a diamond mine 220 km northwest of Yellowknife; it is located at the headwater of the Lockhart River Drainage system.  A detailed comparison of the assessment requirements and process is outside the scope of this paper.  However, because the public board facilitated the EA meant the government acted as an intervenor in the process.  Again, the federal government maintained ultimate decision-making authority regarding the proposal; the MVEIRB reviewed the proposal, and provided recommendations to the Minister of Indian and Northern Affairs Canada for the project decision.  

Although the EA was completed October 10, 2003, detailed regulatory activities have not been completed.  Environmental and socio-economic agreements will likely be negotiated as part of the regulatory process.  Preliminary discussions also suggest there is increasing support for a “regional agency with similar mandate.”
  Noting the increasing number of institutions governing development in the Slave geological province, there is increasing concern about “a fragmented approach to monitoring and management.”  This regional agency would include monitoring of project specific activities, and cumulative impacts.  
In anticipation of this approach, BHP agreed to amalgamate the IMA with the EMB.  By 2006, the environmental agreements will be consolidated, and serve as a template for future environmental agreements in the North.   
Cross Scale Institutional Linkages

The chronological discussion of diamond development illustrates how institutions can be linked to span both geographic space, and time.  Different institutions influenced different stages of diamond development, including pre-assessment, assessment, and follow-up activities.  In the case of the DDMI EA, institutions such as WKSS contributed to the pre-assessment knowledge base.  The comprehensive study steering committee advised on activities surrounding the EA and the EMAB and CEAM steering committees arose from the environmental and socio-economic agreements.  The interactions between these institutions create horizontal linkages, particularly in a temporal context.  These linkages illustrate initial efforts to create a more holistic system of resource management than was the case in past developments.  Evidence of these changes are provided by the emerging system of institutions involved in the management of diamond development, including programs to collect baseline information in anticipation of development (name the WKSS), including participation by policy actors both the EA process and the negotiation of superadded agreements reflect initial efforts to create a holistic system of resource management governance.  This system of governance is indicative of the new political approach to mineral development in the NWT.

As noted above, institutions are governed through a variety of arrangements.  This type of arrangement, termed multi-stakeholder negotiations, allows for interaction among various policy actors, including Aboriginal organizations and government.  Vertical linkages can be developed through these forums, as local users (represented by community appointees) interact with government authorities.
  Appointments made by different policy actors, including representatives of Aboriginal organizations, government, non-governmental organizations and industry, govern some of the institutions discussed above, namely the WKSS and Cumulative Effects Assessment and Management Strategy steering committee.  Representatives of Aboriginal organizations and government govern other institutions, including those negotiating superadded agreements, and the Diavik steering committee.  

Development in the north illustrates preliminary efforts to foster vertical linkages among policy actors.  Complementing the horizontal linkages described above, the similar broad-based constituency of each institution allows for contact among interested policy actors; as such, dialogue between high level and local institutions is fostered.  The additional task of facilitating communication among stakeholders by the EMAB and the Diavik Projects Community Group Advisory Board, for example, increases interaction among policy actors.  As such, this requirement adds an important vertical linkage.  All this signals considerable change from traditional approaches to staples development.

  However, multi-stakeholder bodies have limited power in managing resources.  As these institutions are not always established through formal agreements, and generally serve advisory functions, they can often be used to discuss ideas, without allowing for formal power sharing.  Nevertheless, despite this power imbalance, multi-stakeholder bodies can affect how resource management is undertaken.  Furthermore, membership in a multi-stakeholder body serves to strength the power of the constituent policy actors.  An advisory role, although not as powerful as decision-making authority, still influences process and outcome.  As such, multi-stakeholder bodies serve as a tool for public participation in decision-making related to resource management.
  


 That said, if the goal is to achieve a holistic, inclusive approach to resource decision-making stronger cross-scale linkages are required between policy actors and institutions.  Efforts to develop a regional monitoring agency – one that simultaneously scrutinizes project-specific programs and plans, and cumulative impacts would go a long way in improving the governance of resources in the North.  

Furthermore, while great strides have been made in terms of power by some policy actors, other actors are stagnant.  Aboriginal organizations, with constitutional authority regarding resource management, have slowly been rewarded an increasing voice in resource management issues.  Conversely, non-governmental organizations are often not at the table, particularly in project-specific multi-stakeholder bodies.  

Finally, when discussing institutions that govern Canada’s diamond mines, it is important to consider the economic contribution of the industry.  Diamond mining is a lucrative business.  Each diamond is afforded a price based on its size, clarity, and colour.  In 2001, the average price per carat of Canadian diamond was $228, making it the third highest world price
.  The economic impact of the first two diamond mines is significant.  A recent report produced for Statistics Canada indicates that by the end of 2003, Canada will become the third largest producer of diamonds.  In the first four years, from 1998 to 2002, Canada produced carats worth roughly $2.8 billion dollars; this production has contributed to an economic “surge” of 5.1% in 2002, as diamond mining contributes to just over 20% of the Territories’ GDP.  The economic wealth supporting diamond development is such that there is a greater opportunity for financing multi-stakeholder bodies; smaller, less profitable project may have few resources with which to engage stakeholders.

Conclusion

As illustrated through the review of the BHP NWT Diamonds project, and the DDMI project, the governance of resources in the NWT is complex.  Mines are governed through a variety of institutions, with input from different policy actors.  In the north, the structure of these institutions fosters linkages between different actors, and across different institutions to provide for a lifecycle management of the diamond industry.  The inclusion of new policy actors, and their increasing role in mineral development have created a new environment for proponents to navigate.

Clearly, diamond-based developments have the economic drive to negotiate the social and environmental reality of the “new” staples economy.  With substantial, economically viable resource endowments, and no threat of increasing competition from lower-cost staple regions, industries are being required to address structural economic issues that historically marked staples development.  The Northwest Territories remains a staple-based economy, where mineral and oil and gas development play a vital role to wealth generation; however, governance of diamond mines has been changing to address issues related to a “new” staples state.  This includes consideration of the ecological and social impacts, the long-term economic potential for a multitude of stakeholders, and increasing input to resource management from diversity of forces and actors .To this end, companies are required to consider at training, employment and hiring preferences to ensure that benefits accrued from the project remain in the NWT, requirements not considered in the early 20th century.
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Tables

Table 1:  Modern land claims agreements settled in Northern Canada.

	Date
	Agreements

	1975
	James Bay and Northern Quebec Agreement

	1978
	Northeastern Quebec Agreement

	1984
	Inuvialuit Final Agreement

	1992
	Gwich’in Final Agreement

	1993
	Sahtu Dene and Metis Final Agreement

	1993
	Nunavut Final Agreement

	1993
	Yukon Umbrella Agreement

	
	The Vuntut Gwich’in First Nation

	
	The Teslin Tlingit Council

	
	Nacho Nyak Dun


Table 2:  Northern and Aboriginal Employment Targets (as identified in the Socio-Economic Agreement) and Actuals at Ekatitm  ADDIN EN.CITE <EndNote><Cite><Author>Santarossa</Author><Year>2003</Year><RecNum>973</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>973</REFNUM><AUTHORS><AUTHOR>Santarossa, Bruno</AUTHOR></AUTHORS><YEAR>2003</YEAR><TITLE>Diamonds: Adding lustre to the Canadian economy</TITLE><SECONDARY_AUTHORS><SECONDARY_AUTHOR>StatisticsCanada</SECONDARY_AUTHOR></SECONDARY_AUTHORS><SECONDARY_TITLE>Analytical Papers</SECONDARY_TITLE><PLACE_PUBLISHED>Ottawa</PLACE_PUBLISHED><PUBLISHER>Statistics Canada</PUBLISHER><PAGES>12</PAGES><LABEL>973</LABEL><KEYWORDS><KEYWORD>Northwest Territories</KEYWORD></KEYWORDS><URL>http://www.statscan.ca/english/research/11-621-MIE/2004008/11-621MIE2004008.pdf</URL></MDL></Cite></EndNote>.

	Phase
	Target
	Actual

	
	Northern Resident
	Aboriginal Resident (as percentage of Northern Resident)
	Northern Resident
	Aboriginal Resident (as percentage of Northern Resident)

	Construction
	33%
	44%
	N/A
	N/A

	Early Operation
	62%
	50%
	75%
	39%

	Late Operation
	72%
	50%
	N/A
	N/A


Table 3:  Local Business Supply Targets at Ekatitm (as identified in the Socio-Economic Agreement).

	Phase
	Local

	Construction
	28%

	Operation
	70%


Table 4: Timeline of superadded agreements related to the BHP Diamonds Project.

	Date
	Event

	8 August 1996
	The Federal government accepts the panel recommendations, subject to “significant” progress on IBA negotiation.

	18 October 1996
	IBA between BHP and Dogrib Treaty 11 signed.

	22 October 1996
	Socio-Economic Agreement is signed

	12 November 1996
	IBA between BHP and the Treaty 8 Yellowknives Dene signed

	14 November 1996
	IBA between BHP and the Treaty 8 Lutsel K’e Dene signed

	January 1997
	Environmental Agreement signed

	14 July 1998
	IBA between BHP and the North Slave Metis Alliance Signed

	14 December 1998
	IBA between BHP and the Inuit is signed


Table 5: Northern and Aboriginal Employment Targets (as identified in the Socio-Economic Agreement) and Actuals at DDMI  ADDIN EN.CITE <EndNote><Cite><Author>Santarossa</Author><Year>2003</Year><RecNum>973</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><REFNUM>973</REFNUM><AUTHORS><AUTHOR>Santarossa, Bruno</AUTHOR></AUTHORS><YEAR>2003</YEAR><TITLE>Diamonds: Adding lustre to the Canadian economy</TITLE><SECONDARY_AUTHORS><SECONDARY_AUTHOR>StatisticsCanada</SECONDARY_AUTHOR></SECONDARY_AUTHORS><SECONDARY_TITLE>Analytical Papers</SECONDARY_TITLE><PLACE_PUBLISHED>Ottawa</PLACE_PUBLISHED><PUBLISHER>Statistics Canada</PUBLISHER><PAGES>12</PAGES><LABEL>973</LABEL><KEYWORDS><KEYWORD>Northwest Territories</KEYWORD></KEYWORDS><URL>http://www.statscan.ca/english/research/11-621-MIE/2004008/11-621MIE2004008.pdf</URL></MDL></Cite></EndNote>.

	Phase
	Target
	Actual

	
	Northern Resident
	Aboriginal Resident (as percentage of Northern Resident)
	Northern Resident
	Aboriginal Resident (as percentage of Northern Resident)

	Construction
	40%
	Unspecified
	N/A
	N/A

	Early Operation
	66%
	40%
	73%
	37%

	Late Operation
	100%
	40%
	N/A
	N/A


Table 6: Local Business Supply Targets at DDMI (as identified in the Socio-Economic Agreement.

	Phase
	Local Business

	Construction
	38%

	Early Operation
	32%

	Late Operation
	70%


Table 7: Timeline of superadded agreements related to the Diavik Diamonds Project.

	Date
	Event

	2 October 1999
	Socio-Economic Agreement Signed

	1 November 1999
	The Minister of the Environment concluded that the project is unlikely to cause significant adverse environmental effects and referred the project back to the responsible authorities for appropriate next steps

	8 March 2000
	Environmental Agreement Signed

	27 March 2000
	IBA between DDMI and the North Slave Metis Alliance Signed

	10 April 2000
	IBA between DDMI and Dogrib Treaty 11 signed

	27 October 2000
	IBA between DDMI and the Yellowknives Dene signed. 

	23 September 2001
	IBA between DDMI and the Lutsel K’e Dene signed

	24 September 2001
	IBA between DDMI and the Kitikmeot Inuit Association signed


Table 8: Capacity of the Institutions affecting diamond development in the north.

	Advisory
	Decision-Making

	[BHP] Independent Monitoring Agency (IMA)
	West Kitikemeot Slave Society (WKSS

	DDMI EA steering committee
	

	[DDMI] Environmental Monitoring Advisory Board (EMAB)
	

	Diavik Projects Community Group Advisory Board
	

	Cumulative Effects Assessment and Management Strategy steering committee (CEAM)
	


Chapter XIII: “How Do You Tell the Story? Policy, Staples, Post-staples,  and the Canadian Forest Sector” – Jocelyn Thorpe and L. Anders Sandberg (FES, York)

The main message of the contributors to this book flows from a political economy and policy community perspective which indicates signs of a transition from a staples to a post-staples Canadian political economy. Traditionally, the forest sector has been understood as part of the Canadian staples economy, with early European settlers using forests for fuel, farming and construction purposes, and industry later exporting raw timber and pulp and paper.
 According to the staples narrative, introduced by Harold Innis’ classic studies of the fur trade,
 in order to settle the land and extract its resources, including timber, colonists and settlers built an entire society and economy “organized around the labour force, technological regime, legal order, and financial system needed to serve the ends of resource extraction.”
 A left-nationalist political economy school has subsequently built on Innis’ work, criticizing the domination of the Canadian resource economy by foreign capital, markets and technology, and advocating a “made-in-Canada” industrial strategy. Sometimes separate, but often combined, a policy community analysis at the sectoral level, in our case forestry, has complemented the political economy perspective to probe the contingencies, specificities, and possibilities of building a forest policy that is more socially equitable, more value added oriented, and more integrated into the national economy. 

More recently, however, many observers in the political economy and policy community tradition have noted a shift from an “extractive to an attractive model of development”
 within the forest sector. Various explanations for this change have been offered, including dwindling forest resources that make extractive industry increasingly untenable, the varying demands of social movements initiated by First Nations and environmentalist groups, and increased public interest in preserving rather than extracting forests. In order to comprehend the Canadian forest sector, this chapter grapples with different ways of approaching and analysing forestry. In the first section, we use a political economy and policy community perspective to review the history of forest policy, touching on important aspects of the development of the sector, including Canada’s position as a European colony, its history as an exporter of raw forest products, and the emergence of sustained-yield and multiple-use forestry. We then look at the shift from a staples to a post-staples forest economy, and argue that while there are some indications of change, there is also a high degree of continuity, which reveals the staples to post-staples transition to be in no way complete. In order to show how this is the case, we use three examples. In the first, we demonstrate how the public discourse surrounding the softwood lumber dispute, perhaps the most frequently cited national forestry issue in Canada in the last twenty years, indicates no sign of a move towards post-staples concerns. Second, we consider the representation of Canada’s forests as crucial carbon sinks in both the fight against global climate change and Canada’s quest to meet its compliance target for the Kyoto Protocol, arguing that this representation makes Canada appear to be fulfilling its environmental duties, while at the same time allowing for continued large-scale forest exploitation. Third, we discuss how Canada’s dedication to setting aside preserved forest areas, while appearing to reflect a concern for non-timber forest values, reveals an overall productivist bias evidenced in the extent, location and quality of these areas, as well as the activities allowed to take place in them.   

The illusory aspects of the staples to post-staples transition, and the forest sector’s continued preoccupation with commerce and financial gain, lead us to inquire into alternative stories of Canadian forest policy. In this section, we locate stories not generally told that extend beyond the narratives of white men in their various capacities as politicians, bureaucrats, representatives of industry, and powerful labour unions to include other labour groups, First Nations people, women, and people of colour, as well as the struggles of professional foresters who disagree with the dominant model of forest exploitation. This work shows that the forest sector includes and depends on more and different actors than are dominantly considered central, and provides useful input on how analyses of the forest sector can be expanded. We suggest, however, that these stories do not challenge the dominant forest policy paradigm sufficiently. This is because their policy implication is affirmative action, or the integration of marginalized actors into the structure from which they have been historically excluded, thus failing to question the structure itself.  

In the final section, we argue that the history of Canadian forest policy may benefit from a reexamination, redefinition and reformulation of the very terms and assumptions upon which forest sector analysis has traditionally rested. Stories told about policy are inevitably biased in their emphases and taking for granted of particular assumptions and points of departure. For example, political economy approaches which examine the forest sector as part of the staples economy typically begin with European settlers’ impact on an ‘unexploited frontier’, and touch only peripherally on First Nations’ presence, interaction and ‘management’ of forest land. An equally valid story would see the land as home to distinct First Nations communities with particular relationships with and claims to the forest, and the subsequent waves of European immigrants as influencing, disrupting and shaping, but never completely severing, relationships between First Nations and the land. Some authors, however, inspired by scholars such as Foucault and Haraway rather than Innis and McIntosh, allow us to take a step back to look at how larger social and historical contexts in which power operates in complex ways to produce truth and meaning shape both the history of the forest sector and our ways of talking about it. In this section, we look at work that challenges us to think beyond taking Canada as a staples state for granted to inquire into the conditions of this possibility. This means paying attention to how factors such as colonialism, nationalism, race, class and gender shape the emergence of Canadian forests as objects of economic, political and aesthetic calculation. 

In conclusion, we briefly discuss the implications of this analysis for Canadian forest policy, and the potential for change that comes from action inspired by the different stories identified.


Change and Continuity in the Staples to Post-Staples Transition

Stories in the political economy and policy community tradition about the history of the Canadian forest sector typically focus on the dominant group’s quest to exploit and manage the forest for various instrumental uses. Here we argue that this applies to both the staples and post-staples forest sector, thus making the transition somewhat of an illusion. Instead of thinking about a qualitative transition from commerce to protection, we may benefit from considering current shifts along a continuum of increased commercialization of forest land. 

The Staples to Post-Staples Narrative

The staples story typically begins by discussing how early settlers cut or burned down forests in order to clear land for homes, crops and livestock, as well as to obtain wood for fuel and building purposes. The forests are here first considered impediments to settlement and ‘civilization’ in the new colony, but quickly become sources of income through extraction.
 By 1763, for example, both France and Britain had secured royal reserves of timber in Eastern Canada. The purpose of early forest policies, like those protecting Newfoundland forests from overuse by the fishing industry and those which reserved suitable shipbuilding trees for Crown use, was to serve the interests of imperial powers in attaining raw timber.
 Britain became dependent on Canadian lumber after U.S independence, when Britain could no longer obtain lumber from the United States, but especially during Napoleon’s blockade of the Baltic.
 Commentators often point out that the early emphasis on export of the timber staple, rather than on constructing forest products within Canada, served to stimulate the industrial capacity of Britain and France while simultaneously foreclosing the emergence of a manufacturing base in the colony.

The staples story also details the relationship between staples export and Confederation, suggesting that the need to fund the overhead costs of building railways and canals to transport large and heavy lumber across long distances, as well as the great degree of organization required for this project, demanded a centralized government. Thus Confederation in 1867 is seen as having come about in part to facilitate a now-national staples economy. Forests, having been considered by colonists an imperial resource, were transformed from the exclusive preserve of favoured individuals to the possessions of the specific colonial administrations in which they were located.
 The 1867 Constitution Act granted the provinces ownership, legislative authority and therefore definite jurisdiction over forest land.
 

Political economists in the liberal tradition argue that provincial ownership of forest land and the development of an economy based on staples export were crucial in the emergence of the Canadian forest sector, and they often highlight the resulting mutually beneficial relationship established between government and industry.
 Provincial governments generated considerable revenues from allowing industry to remove trees from Crown lands, and started to implement various tenure and licensing policies.
 This system is seen to have worked well for both parties, as industry could access trees while avoiding the costs of land ownership, and government could create jobs and use forest generated income for measures popular with the electorate.
 

Left-nationalist narratives pioneered in the 1960s challenged the notion that provincial ownership of forest land necessarily leads to greater public control over the fate of the forests, or to government’s ability to exercise power over industrial interests. Instead, they charged that provincial governments’ extensive use of income generated from forests puts them in the contradictory position of both regulating industrial forest practices and profiting from these same practices.
 This provides a very strong bargaining position for corporate interests,
 and serves to undermine government’s autonomy.
 Stemming from this situation, closed policy networks have emerged, allowing forest policy to be decided by the state and forest industry, with provincial governments favouring large forest companies to hold long-term leases.
 The centrality of the provinces in this equation has precipitated several provincial studies of the forest industry.

Narratives that emphasize the role mechanization played in the development of the Canadian forest sector complement discussions of the quest to profit from and control the forest.
 Such stories reveal how the late nineteenth century introduction of steam-powered machinery like cable yarding systems into the British Columbia forest industry allowed the exploitation of forests to go ahead at a much more rapid rate than earlier technology had allowed, and in previously inaccessible locations.
 Though horse logging continued to be the norm in eastern Canada until the replacement of horses by mechanical wheeled skidders in the 1960s, the implementation of technology like chainsaws dramatically sped up the pace of logging.
 As clearcut logging became increasingly common, entire watersheds were progressively emptied of trees.
 This led to concern about the long-term viability of the forest resource as an important part of the economy, and resulted in several forest inventories conducted in the 1930s, which revealed that many forests had been seriously depleted.
 

The history of forest conservation is a relatively neglected aspect in the staples school tradition in spite of the early establishment of forestry schools and the emergence of scientifically trained professionals.
 Most observers assume that economics, not preservation, was the driving force behind scientific forestry, echoing Pinchot’s famous adage that “the first great fact about conservation is that it stands for development.”
 Early conservationist measures by and large took the form of suppressing fires and creating timber reserves.
 After 1947, sustained yield, the principle which states that tree fibre removed from the forest each year equal the amount of fibre added through tree growth, began to come into effect. This idea further proposes that the entire forest be cut and replaced by even-aged stands of marketable timber. More recently, foresters have embraced integrated and multiple-use resource management (IRM) in the 1970s and 1980s. The aim here is to manage forests for a number of values at the same time, including timber, recreation, and animal habitat. Ecosystem management emerged in the 1980s and 1990s, with the goal of focusing on ecosystem rather than timber health, and timber, fish and game production existing as secondary in importance.

Authors in the political economy tradition have often pointed out that Canadian conservationist measures have resulted in the exacerbation rather than relief of the wood supply crisis, with both the volume of timber and the area of forest cut down increasing throughout the twentieth century.
 Critics discuss how measurements of a ‘sustainable’ extraction rate can be manipulated heavily to favour industry’s economic imperatives, and how sustained yield’s encouragement to eliminate older stands first allowed companies to persist in their preference for cutting previously uncut forests, rather than forcing them to revamp their logging practices.
 Canada’s staples-based economy, with its previously-established commitment to providing foreign markets with a large supply of raw material, is argued to be partially responsible for allowing forest management to be particularly open to economic dominance.
 

These critiques notwithstanding, there are alternative stories which point to a shift away from the dominant extractive model. Some forest policy analysts propose that by the 1960s many groups and individuals beyond the forest profession were displeased with the way the forest sector favoured timber interests to the exclusion of alternative forest values. These groups included First Nations who challenged the unjust policies and practices that left them increasingly isolated from lands over which they had claim.
 They also consisted of conservation groups which differed widely from one another in terms of goals for the forest, and included hunting, fishing and outdoor recreation groups; tourism and fishing operators; and small-bush operators for whom tenure and licensing systems are difficult to obtain.
 Preservationist environmental groups also succeeded in having more lands designated as parks.
 The mass support garnered for anti-logging protests like the ones in Clayoquot Sound, British Columbia and Temagami, Ontario also reveal that the environmental movement is a strong force contending with Canada’s dominant forestry model.

Besides the challenge from previously marginal actors, the pressure to preserve Canadian forests has also gone hand in hand with an increase in attractive capital development. The Canadian forest industry has not only faced a number of threats from environmental and First Nations groups, but also a declining resource base,
 and an ever-increasingly global capitalism where rival countries are able to produce and export timber less expensively than is Canada.
 To aggravate the situation, and despite of increased production, the forest sector has experienced serious job loss,
 and forestry dependent communities have consequently suffered.
 Paradoxically, such conflicts over the fate of Canada’s forests have made them into international tourist destinations, allowing attractive development strategies to become possible ways for communities to remain viable.
 For example, tourism at Clayoquot Sound did not take off until the early 1980s, when the international media turned its gaze on the environmental struggle to ‘save’ the last of this forest.
 Clayoquot Sound thus became a tourist destination not only because of its beauty, but also because of the perception that that beauty might at any time disappear.
 By the mid-1980s, several tour operators had started to provide ecotourism packages for the growing number of visitors, including whale watching, kayaking and hot springs tours.  

Questioning the Staples to Post-Staples Transition

But to what extent has the Canadian forest sector, as suggested by a political economy and policy community analysis, experienced a staples to post-staples transition? We contend that there are many trends revealing a continued firm hold of the staples extraction model on the Canadian forest economy. Though this is evidenced (despite more recent job loss in the sector) in the continued revenue associated with the forest resource and trade sector,
 it is perhaps most obvious in the increasing grip of the market on all things forest-related. Neoliberal policies have cut the funding and reduced the capacities of forest and natural resource departments to develop and enforce forest regulations. Forest management and monitoring have been delegated to the forest companies who now more or less police themselves. The rise of certification of environmentally sustainably produced wood products that involve industry-wide initiatives as well as environmental organizations is another ingredient of this phenomenon. In Canada, the Canadian Standards Association provides an industry-based national certification scheme while the international environmental organization the Forest Stewardship Council offers a global auditing scheme.
 But the trend extends further and in subtler ways. In the following, we suggest that the way Canadians talk and think about the softwood lumber dispute, forest carbon sequestration, and preserved areas, not only challenge but in many ways support the extraction model. 

The softwood lumber dispute

The softwood lumber dispute focuses on United States forest industry’s claims that Canadian lumber exports are unfairly subsidized through the Canadian Crown land lease system. The latter allegedly sets artificially low harvesting or stumpage fees on forests cut on Crown lands, thus providing an unfair competitive advantage to Canadian lumber producers. From the Canadian perspective, by contrast, the low stumpage rates have been an integral tool to attract forest industry investment to Canada and it has also allowed the forest industry to remain internationally competitive. In the see-saw battle that has ensued, various American, North American Free Trade Association and World Trade Organization trade tribunals have consistently ruled in Canada’s favour. 

Apart from trade considerations, environmental or attractive issues have also been connected with the softwood lumber dispute. In recent years, Canadian environmental groups have supported the U.S. position, maintaining that low stumpage rates are related to environmental degradation.
 In December 2001, twenty-five environmentalist groups issued a set of recommendations to break the softwood impasse. On two other occastions, in August 2000 and again on November 13, 2001, the environmental organizations wrote to Trade Minister Pierre Pettigrew calling for meaningful public input into the softwood lumber negotiations. Again, in May 2002, at the verge of the United States imposing a 27 per cent duty of Canadian lumber imports, the unions representing the majority of B.C. forest workers teamed up with environmental organizations and First Nations to denounce Canada's stand on the softwood lumber dispute. This time, they claimed that the concessions proposed by the government would benefit the large companies at the expense of workers and the environment.

The environmentalists’ recommendation was not to cut back forest production but to re-orient the forest economy along a nationalist agenda by addressing key market issues while at the same time protecting the environment and maintaining public control. These included:

1) Ensuring full market value for the forest

2) Resisting calls for compensation by industry when ensuring a fair market

     3)   Strengthening the export ban on raw logs

     4)   Implementing environmental protection 

     5)   Recognising Aboriginal title

Yet such trade and environmental aspects of the softwood lumber dispute that challenge the free flow of lumber across the border have been largely conspicuous only by their absence or have had a very low profile in the Canadian public debate. Not only did such concerns enter the debate relatively late, but the government’s response to input from environmentalists has also been hostile. While U.S. environmental and community groups were given a chance to provide input for the trade negotiations, Canadian Trade Minister Pettigrew refused to meet with Canadian environmentalists on the matter. 

At other political levels, the rhetoric is clearly pointing in favour of maintaining an uncompromising free trade in forest products. The official political position is a consistent and adamant defence of the free flow of forest products across the border and the assertion that the stumpage system provides a fair value for wood. In some cases, even those prominently opposed to the forest practices of the industry, have come to this position. At the provincial political level, former Ontario NDP premier Bob Rae, then in opposition, made newspaper headlines in the early 1990s when he was arrested while protesting the cutting of old growth red and white pine at Temagami. By 2001, however, he represented a coalition of Canadian lumber producers promoting the intercontinental free trade of lumber products. Speaking against the American position on the softwood lumber dispute, he stated: "You will hear that Canada and its provinces subsidize the Canadian forest industry … You will hear that Canada's environmental laws amount to an additional subsidy. You will hear that all the pain is being experienced in the United States. Each of these statements is false."
 At the federal level, Prime Ministers and Trade Ministers routinely speak in favour of Canada in the softwood lumber dispute and are not adverse to supporting American interests of the same conviction. In 2001, for example, Prime Minister Chretien cheered on the CEO of Home Depot who stated that Canadian wood is typically not replacing American wood because they are used for different purposes. Said Chretien: “Canadian wood is stronger. The coldness of Canada makes men and wood stronger.”
 Prominent figures in the labour and environmentalist field, such as Jack Munro, once President of the International Woodworkers of America, and Patrick Moore, founder of Greenpeace, are now part of the Canadian forest industry lobby who are vehement supporters of the free trade in lumber products.

Instead of being inclusive of environmental matters, the story of the softwood lumber dispute has been routinely told as an economic story and a competition between Canada and the United States where Canada is in the right but is being bullied by its stronger southern neighbour. This is symptomatic of much of the public, political and academic discourse. In The Economist, for example, the softwood lumber dispute is treated as a simple lesson in economics where “[u]ltimately, American consumers will lose out with their unnecessarily expensive houses, and the lumber protectionists are getting a lesson in basic economics.”
 Conventional newspapers, as expressed in the Virtual News Index, contain scant references to the environmental aspects of the dispute while focussing on the trade gains or losses of Canada. The coverage repeats the nature of similar trade disputes in the past where the United States is portrayed as the bully and Canada as the hapless victim.

In the academic debate, the left-nationalist narrative is prominent in many writings. Geographer Roger Hayter writes about the inception of the softwood lumber dispute in 1981, when the powerful US lobby group the Coalition for Fair Canadian Lumber Imports claimed that British Columbia’s system of forest management unfairly subsidized the lumber industry, in the context of labour market segmentation, flexibility, and recession.
 In another context, the same author writes that the softwood lumber dispute of the 1980s “led to an unanticipated and undesirable outcome [read fewer exports] for the lumber industry of British Columbia. Paradoxically, the dispute provides further encouragement for the lumber industry to diversify its operations, a trend which can be considered beneficial.”
 Political scientists Steven Bernstain and Ben Cashore similarly trace “the negative impact” of the softwood lumber dispute and U.S. forest companies’ countervail proceedings under U.S. trade law on the BC forest industry.
 
Forests as carbon sinks

Our second example is the forest’s role in carbon sequestration. Carbon sequestration or the carbon sink concept operates on the principle that forests are capable of sequestering greenhouse gases and therefore play an important role in the global efforts to deal with climate change. The Kyoto Protocol of 1997 was the first global initiative to deal with carbon emissions but it focussed primarily on the reduction of such emissions through conservation measures. The United States introduced the carbon sink concept at a United Nations Conference in the Hague in 2000, arguing that afforestation efforts as well as existing forests be part of the overall calculation when determining the emission quotas for individual countries. The European Union countries were outraged by the proposal, labelling it “a farce” and a means to escape the previous commitments to carbon emission reductions. Scott refers to the carbon sink concept as a loophole that is based on the dubious science that tree plantations are better carbon sequesters than old growth forests. In sum, forests as carbon sinks have become conveniently incorporated into the staples-based economy where both existing forests and forest plantations are put forth as important ingredients in calculating Canada’s contribution toward the reduction of carbon emissions under the Kyoto Protocol.

Parks as Staples

Given that Canada has always been economically dependent on the export of natural resources, it appears that the decision to set aside areas for preservation, including provincial and national parks across the nation, indicates that Canada is moving away from its resource extractive economy. Yet a closer inspection leaves a different impression. First, it is a very small percentage of land that has actually been set aside for protection, less than eight percent across the nation.
 While the decision to protect thirteen percent of forest land on Vancouver Island is considered an environmental accomplishment, this leaves eighty-seven percent open to industrial forestry, thus revealing that extractive industry certainly remains dominant. A similar observation could be made about provincial and national parks. Perhaps more obvious is the fact that while national parks now have a mandate to ensure the ecological integrity of each park,
 provincial parks do not share this mandate, and continue to allow resource extraction to take place within parks.
 Since neither industry nor provincial governments want to have exploitable resources locked up in parks, they have historically preferred the opening of provincial rather than national parks.
 Further, in deciding locations for national parks, governments have attempted to ensure that resources were either exhausted within, or remained outside, park boundaries.
 National parks continue to be encroached upon by development and resource extractive activities that sometimes involve intensive resource use directly adjacent to park borders.
 

Though it seems contrary, a productivist bias is also evident in non-extractive uses of parks. Not only do high volumes of tourist traffic and their corresponding roads and recreational services place ecological stress on parks,
 but also parks in Canada have always been motivated at least as much by profit as preservation.
 For example, Banff National Park was opened in 1885 with the explicit purpose of drawing wealthy travelers to enjoy scenic vistas while spending money on fine dining and accommodations.
 Bella argues that while logging exploits the timber resource, parks exploit another natural resource: scenery.
 Though M’Gonigle cautions us not to think that the industry of viewing forests is as ecologically destructive as the industry of chopping them down,
 it is also important to look at how these seemingly opposed activities may in fact not be so different. As Braun argues, by remaking forests into the image of the timber commodity, industrial forestry abstracts forests from their cultural and ecological surrounds.
 Similarly, by valuing forests for their scenery or “viewscapes,” attractive industry like (eco)tourism creates nature as visually rather than ecologically important.
 This in turn has consequences for what it is we want to preserve: scenic vistas or ecological integrity? 
Summary

It has been argued that Canadian resource policy suffers from an “environmental blind spot” that is a function of its continued dependence on polluting resource industries and international markets.
 Canada remains vulnerable to the export markets of the United States, Europe and southeast Asia, and therefore a lackey to the international demand for staple products and the requests of international customers of forest products. While this interpretation has been challenged by the environmentalist turn in Canadian society, we here suggest that it still holds considerable validity. The Canadian position on the softwood lumber dispute overlooks environmental concerns and fiercely objects to American lumber producers’ claims about subsidized wood from provincial Crown lands. Canadian forests are constructed as carbon sinks that let Canada off the hook in meeting its commitments to carbon emission reduction under the Kyoto Protocol. And the Canadian parks system is seriously compromised by its limited extent and the eco-commerce that is central to its very existence. 

Staples By and For More People

While the staples narrative of the forest sector is the most often told in Canada, this does not mean it is the story about forestry in Canada. Various other stories suggest that there are alternative experiences and views that can add to and challenge the dominant narrative. Such stories take different shapes. In this section, we identify narratives that focus on celebrating and telling the stories of marginalized actors in the forest sector. Their policy implications often speak in favour of restitution of past injustices, affirmative action in employment, better access to forest resources for small producers, and a fair deal for all actors in the forest economy. Their largest shortcoming is that they remain rooted in reformist measures that do not challenge the social injustices and environmental degradation that are arguably endemic to capitalist society. 

One important story increasingly told in the 1970s and 1980s is by labour and social historians. Ian Radforth and Richard Rajala, for example, focus specifically on how mechanization affected forest labour.
 While mechanization of the forest sector was a boon to industry since it allowed for access to new forest land and enabled trees to be cut down more quickly, these authors show how labour suffered from mechanization. They demonstrate that pre-industrial logging practices like oxen or horse logging required a great deal of skill and knowledge on the part of workers, particularly those in charge of driving animal teams. Consequently, employers depended heavily on these employees, which resulted in a high degree of worker control over the workplace.
 In northern Ontario, Radforth suggests, the introduction of machinery was a way of employers overcoming the independence, skills, and militancy as well as, after the Second World War, the labour scarcity of bush workers.
 Mechanization, Rajala argues, was introduced into the British Columbia forest industry in an attempt to make the ‘working forest’ operate like a factory, where employers would seize relatively more power, and workers receive relatively less.
 Correspondingly, the introduction of high lead yarding, which eliminated the need for logging with oxen or horse teams, allowed employers more control over the pace of work, and reduced their reliance on the specified skills of employees.
 Other authors show how technological innovations continue to affect forest workers, for example through creating “mega-mills and monster machines” that process more wood with fewer workers, thus substantially lowering employment and union membership in the forest sector.
 

Others stories emphasize the complicated relationships forestry workers have with forests, showing that forest workers do not simply view forests as a resource to be cut down for profit.
 This body of work demonstrates that relationships between labour, industry and nature are never one-dimensional, and instead give some indication of the complex and contradictory positions that workers found (and continue to find) themselves in within the forest sector. Janzen and Sandberg, for example, point to some of the initiatives that have been taken to combine good work in wood harvesting and forest restoration with environmental concerns.

Some stories challenge the notion that it was entirely workers of European descent who participated in Canadian forestry.
 Knight, for instance, shows that many First Nations people laboured in the forest industry in British Columbia, beginning in the very earliest days of logging in the area.
 By the early 1900s, “they worked in virtually every job in the industry, from skid greaser and chokerman to high rigger and sawyer. They were part of ancillary operations such as log towing and booming [and were] loggers and sawmill workers.”
 Van Wyck shows that Native labour has always been central to the forest industry in Ontario as well. Some bands prospered early from trading timber with Europeans, and as the square-timber trade gave way to lumbering around 1870 followed by the pulp and paper industry around 1900, Native people performed wage work in a variety of capacities at each stage, for example as loggers and mill employees. In addition to working for wages, First Nations people sometimes made independent contracts with the lumber industry to perform such tasks as cutting sawlogs or railway ties.
 Contrary to many accounts of forestry in Canada, which discuss Native peoples’ use of the forest prior to European colonization and then seem to forget about First Nations entirely,
 these studies reveal that Native people were not only present within, but also essential to, the emergence of the forest industry. Studies like Knight’s and Van Wyck’s are very important because they disrupt both the common assumption that the lives of First Nations were peripheral to the development of Canadian society,
 and the increasingly popular stereotype that Native people are somehow inherently ecological beings, necessarily opposed to extractive industry. 

Native people continue to work in the forest industry to this day, and some narratives emphasize how Aboriginal people, sometimes in opposition to the continued viability of traditional economic and cultural uses of the forest, struggle for benefits associated with the current industrial regime: employment, revenue and timber.
 Many recent discussions about First Nations involvement in the forest sector focus on “joint business ventures” between industry and various First Nations.
 These partnerships allow corporations access to timber on Native reserves, as well as secure resources for corporations at a time when corporate access is increasingly threatened by First Nations land claim and treaty-making processes.
 Yet these partnerships are often touted as “win-win” situations, for industry because “it’s increasingly becoming a marketplace expectation that businesses demonstrate good corporate citizenship,” and for First Nations because “they’ve been able to provide employment opportunities for their people.”
 Partnerships have also been criticized for potentially lessening the chances for more radical changes by taking attention away from land claim issues.

Along similar lines, various authors show that immigrants of colour, and not only white Europeans, built the forest sector. While colonial officials believed that Canada should become a white settler nation, or a “Britain of the North,”
 this racist desire often conflicted with Canada’s growing demand for labour with which to build the nation.
 Indeed, since the Canadian government had difficulty attracting enough British and European migrants, it allowed immigration from China, India and Japan. But in the context of attempting to build a white settler colony, racial hierarchies of citizenship emerged, and Asian migrants were considered temporary workers rather than potential citizens, a bias which was reflected in the regulated entry of Asian men according to labour market needs, and a differential residency and citizenship status.
 Attempts to restrict entry to Asian women through a serious of changing regulations designed to prevent the permanent settlement of Asian men, lasted until 1947.
 

Some commentators show how racial hierarchies of citizenship directly impacted the forest sector. Adachi, for example, discusses how Japanese labourers at sawmills in British Columbia worked in the early 1900s for $1.00 per day while the general scale was $1.50 to $2.00 per day.
 In 1922, British Columbia “passed a resolution asking the federal government to… empower the province to make laws prohibiting ‘Asiatics’ from acquiring proprietory interests in… timber lands… and other industries as well as employment in them.”
 And in 1934 the Board of Industrial Relations in British Columbia developed a minimum wage system for the province’s sawmill industry, which set the minimum wage at thirty-five cents an hour. This system also allowed for up to 25% of the total number of employees to be paid only twenty-five cents an hour, an allowance created so that employers could hire Asian workers for less than they paid white workers.
 This research shows that immigrants who differed from the “British norms of racial, cultural, and political acceptability”
 were less fortunate in the forest sector than were white male workers who achieved comparatively high wages, thus revealing hierarchies in the labour force which contributed to the profitability of the forest industry. Indeed, as Li points out, white workers and capitalists directly benefited from racist labour policies; because Asian workers were paid less, white workers were paid more, and profit margins remained high.
 

Though it is not generally disputed that the forestry profession and the forest industry are historically and contemporarily closely tied, various authors argue for a more complex view of professional foresters than representing them simply as lackeys to industry’s demands, caring only to maintain the status quo of timber liquidation for staples export. Kuhlberg argues that early in the history of professional forestry, Ontario foresters came up with management schemes that indicated attention to other than timber forest values.
 Sandberg and Clancy similarly argue that it is not useful to paint all foresters with the same broad brushstrokes, and show that some Canadian foresters advocated on behalf of more ecologically and socially responsible kinds of forest management. The authors also reveal, however, that these dissenting voices were mostly unsuccessful in altering the dominant paradigm of forest management.
 

Most of the Canadian forest is owned the provincial governments and leased to large forest corporations, but there is also a large segment of farm and small woodlot owners that hold an important position regionally. Nonetheless, their stories and alternatives have not been told extensively. Small woodlot owners are particularly prominent in Quebec and the Maritime provinces, where their struggles to organize in favour of a fairer share and price for wood products have been told by several authors.
 But small woodlot owners, holders, and operators, do exist beyond the East. Jessica Clogg, for example, has told of their presence in British Columbia and their fight for a greater share of the Crown tenures.

While most political economy approaches to the forest sector focus on the activities of the European men generally associated with the forest industry, some studies reveal the critical role women have played in the Canadian forest industry. Scholars argue that even during periods of mostly male migration to Canada, women always performed essential labour, for example as household workers or cooks in logging camps, though women’s work was often undervalued and unpaid or underpaid.
 Marchak’s study similarly shows that labour performed by women has always been integral to the functioning of any community, including forestry communities.
 In a more recent work, Reed explores the lives and perceptions of women who support industrial forestry in British Columbia, demonstrating how the socially and historically constructed notion of ‘working forest’ history as a story of white workingman’s culture
 has dramatically shaped women’s experiences in forest communities. Reed highlights how even though most jobs in the forest sector are currently unstable due in part to restructuring and job loss, women who work in the forest industry frequently have jobs that are more economically marginalized than men’s.
 Perhaps more revealing, however, is the difficulty women face in obtaining steady, well-paying jobs in forestry towns. They are more than three times as likely than are men to enter into a service occupation, whereas men are more than six times more likely than women to be employed in primary industries.
 As one of Reed’s interviewees, who works four part-time jobs, states, “a woman in this area cannot get a one full-time, forty-hour-a-week job that pays properly to support a family… women are still making seven-fifty an hour.”
 Reed and other authors show that this difficulty is shaped by race and class as well as gender, and it is typically people of colour, Aboriginal people and white women who do the majority of nonunion and low-paid work, for example in the service sector, in forestry towns.
 

Summary

The above stories could perhaps be said to be part of a “legal rights-recognition-and-resistance discourse” that records and often celebrates the role of marginalized people in the building of Canadian society, such as wage workers, First Nations, women, and people of colour. The quest for legal rights and recognition through “rights” and affirmative action is part of this narrative. For First Nations communities, its distinguishing feature is that the concept of rights is defined and measured against the norms of dominant society, requiring the analytical, language and writing tools of historians, resource managers and legal experts. Such a system might benefit a group of outside professionals and a local aboriginal bureaucracy rather than the broader communities it is intended to serve. For other marginal groups, a fairer deal, be it better access to Crown land by small wood operators, a fairer share of the wood market and a better price of wood for small woodlot owners, or employment equity for persons of colour and women, is the focus of the struggle. Perhaps its greatest downfall is that it operates within the frame of the very structure that created social divisions and environmental degradation in the first place. 

Beyond the Staples to Post-Staples Transition

Innis’ early studies, as well as more recent political economy accounts, allow us to comprehend how Canada’s position as a European colony has led to Canada’s historical and contemporary situation as an exporter of staples products. Other stories demonstrate the essential roles played by various actors not generally featured in the political economy and policy community tradition, thereby providing a more nuanced reading of the history of the Canadian forest sector. We turn now to stories inspired by feminist and postcolonial studies which inquire into the conditions of possibility for the emergence of Canada as a staples economy, and thus allow us to fundamentally rethink forest policy analysis.  
Eva Mackey reminds us that while Canada can be usefully considered as a European colony, it is also important to remember Canada’s role as a colonizing power with respect to First Nations peoples.
 As postcolonial theorists such as Ania Loomba argue, colonialism can be defined as “the conquest and control of other people’s land and goods,”
 and it is therefore never an innocent or benevolent endeavour. Thus a narrative which refuses to take for granted the idea of Canada as a staples state sees that both the construction of trees (and fish, furs and minerals) as commodities to be extracted for profit, and the representation of Canada as an empty space for Europeans to inhabit and exploit, are necessary prerequisites for the emergence of a staples economy. Though the land supposedly ‘discovered’ by explorers like Champlain and Cartier had already been populated by Aboriginal peoples for many thousands of years (‘discovery’, as McClintock famously notes, “is always late”
), Kuehls traces how a colonial logic operated to erase First Nations presence in and ownership over the land through a  construction of Aboriginal peoples’ land use patterns as insufficient to merit title.
 Mackey argues that Enlightenment notions of progress, which held European style ‘civilization’ to be the epitome of human evolution and assumed that ‘uncivilized’ Aboriginal peoples would die out in the steady march of progress, helped to justify the European apprehension of Native land.
 Cree historian Winona Stevenson gives lie to this self-serving colonialist logic by revealing its profit-driven motives, arguing that colonialists continually desired more from First Nations peoples; “mercantilists wanted our furs, missionaries wanted our souls, colonial governments, and later Canada, wanted our lands.”
 These accounts beg for a rethinking of the Canadian staples economy, revealing the story to be much more complex, and nefarious, than generally discussed in political economy accounts.

In his study of the British Columbia rainforest, Braun gives an account of the emergence of a staples-based economy in Canada from a postcolonial perspective, arguing that the Canadian staples state became achievable only through the colonial representation, or “political fiction,” of the land as empty.
 Abele and Stasiulis similarly understand a staples economy to be possible because lands and resources were “taken… from Native societies, at great cost to the members of those societies.”
 Colonial subjects enacted their vision onto the landscape and “into the very administration of the nation and its lands”
 by forcing Aboriginal peoples onto small, geographically isolated reserves, and restricting them access to their own lands, while at the same time creating the rest of the land as national resource space, open for exploitation by settlers and colonists.
 Unlike many political economy narratives, which conceptualize colonialism as an exceptional “ugly chapter” of Canadian history, this kind of narrative allows us to understand how it is instead “a constituent and explanatory feature of Canadian historical development.”
 Following Abele and Stasiulis, Braun argues that sustained yield reenacts and reinforces earlier colonial displacements of First Nations peoples by aiming to remake the entire forest in the image of the timber commodity, thus reproducing the colonial vision of the land as empty of First Nations peoples and their use of and claim to forest land.
 Taking this critique in another direction, feminist analysis points to how sustained yield’s attempt to force forests into supposedly more efficient timber-producing factories is symptomatic of a wider western assumption that nature, gendered female, is in and of it/herself inadequate, and needs to be improved upon by rational management, embodied in this case by the male forestry professional, government and industry.
  

The postcolonial story also enables a look at how environmentalist pressure to ‘save’ ‘pristine’ forests,
 while disrupting the dominant view of the forest as a commodity to be extracted, also reproduces colonial erasures of First Nations peoples who, not surprisingly, often find the term ‘pristine’ wilderness highly offensive.
 It does not take much to see the similarity between representing previously-inhabited land as ‘pristine’ wilderness for ‘saving’, and representing inhabited land as ‘empty’ and open for exploitation. Sometimes Aboriginal peoples themselves are constructed within the environmental movement as part of the nature in need of saving, a representation which, as Braun reveals, serves to place Aboriginal peoples in the past, as part of tradition or premodernity, and therefore of ‘pristine’ wilderness.
 As Gayatri Spivak reminds us, part of the “long-term toxic effect” of imperialism is the fantasy of imperialist (read environmentalist) as saviour.
 To the long list of things colonists desired, and continue to desire, from First Nations peoples, Stevenson might add the environmentalist desire for an ecological-spiritual “imaginary Indian.”
 Needless to say, Braun shows that the neocolonial language employed by environmentalists reveals that preservationist concerns cannot be easily mapped onto Native land claims or interests,
 and can make it quite difficult for First Nations peoples to articulate their will to use forest land in ways deemed ‘untraditional’. Despite these difficulties, Aboriginal peoples across North America continue to use various strategies in attempts to maintain or regain their rights and responsibilities to the land.
 

Abele and Stasiulis argue that the Canadian staples economy cannot be sufficiently comprehended without attending to the ways in which hierarchies of gender, race and ethnicity led to the exploitation of some groups more than others,
 and therefore to “significant conflicts, contradictions, and hierarchies in the structuring of the Canadian working class.”
 As the narrative describes, white male subjects were particularly desired by colonial officials to provide leadership and labour in settlement and resource extraction, women being considered unfit for these tasks here as elsewhere in the world.
 The logic followed that the building of a strong, hardy, virulent nation, all traits which are gendered male,
 meant the recruitment of white European subjects to Canada. Though, as previously discussed, the racial composition of Canada never matched the colonial intention to inhabit the nation with white Europeans, Abele and Stasiulis’ work shows how power operated to shape a system of forest governance whereby white male subjects comprised the decision-making elite. Racial and gender hierarchies continue to shape the forest sector today.

Earlier we suggested that though there are some signs of a shift away from large-scale industrial forestry, there is also much evidence supporting Canada’s continued dependence on the export of the timber staple. Here we examine the staples to post-staples transition in a different light. Recalling that environmentalist pressure to ‘save’ forests is closely tied with an increase in attractive industries,
 the insight of some authors that those privileged in terms of class, those who can afford to visit ‘pristine’ sites of attractive development, are the ones who have usually benefited from environmentalist initiatives will not come as a surprise.
 Yet, as Sandlilands demonstrates, attractive capital activities like ecotourism are often represented by environmentalists as liberation, whereas other kinds of capitalist pursuits (like logging) are interpreted as the evil representatives of multinational capitalism.
 Within this imagination, forest workers, despite their increasingly threatened economic positions within industry, are often seen as the enemy, as “beer-can-crushing environmental vandals.”
 What this construction misses are the similarities between extractive and attractive activities, for example that they are both part of an increasingly global capitalist economy. One trades in timber and the other in commodified images of ‘pristine’ nature. 

Luke complicates the extractive to attractive discourse by arguing that attractive development strategies have been historically tied to locations where there is no other alternative to extractive or manufacturing industry, and can provide job opportunities only “if these attractions can be made alluring enough by aggressive mass-media promotions.”
 Further, employment in attractive industry is often low-paid nonunion service work, most often performed by women and people of colour.
 His study makes clear the consequences of viewing this form of capitalist development as innocent, since constructing a good attractive capitalism against a bad extractive capitalism serves to further marginalize forestry workers while failing to inquire into the consumptive practices of (eco)tourists.
 Injustices associated with attractive development, for example in job insecurity and unlivable wages, are also masked. This representation also has the potential to allow an extremely commodified notion of nature – the image commodity – to pass as ‘true’ nature, thereby foreclosing discussions about what kinds of human-nature interactions should be fostered.
 Thus while attractive industry may provide some alternative employment opportunities for suffering communities in resource towns, and this may have some positive ecological outcomes, this work shows that attractive industry is not the solution, either economically or environmentally, that it is sometimes represented to be.  
Summary and policy implications

But what are the policy implications and alternatives suggested by the stories in this section? The stories told by postcolonial and feminist authors force us to examine some “uncomfortable facts about Canada,”
 including the ways in which the marginalization of First Nations peoples preceded and has been inscribed into forest policy, and how different groups of immigrants have been incorporated differently into Canadian political economy. They also reveal that changes within the forest sector, for example through increased environmental concern and attractive industry, while perhaps indicating a shift away from environmentally destructive resource extraction, do not necessarily mean a move towards social and environmental justice. This section demonstrates that the way a problem is framed shapes its possible solutions. While the policy implications for left-nationalist political economy approaches often advocate an emphasis on increased production within Canada, the policy implications here require a rethinking of the premises upon which the forest sector has historically stood. It is not enough to merely incorporate First Nations as new actors into a system based on their marginalization; rather, the entire colonial system must be rethought. 
For First Nations it may mean a thorough exploration and recapture of traditional governance structures and dynamics that are rooted in unique and different forms of relationships between people and the natural environment. This may well be embedded in a discourse grounded in those traditions of First Nations societies that emphasize the responsibilities of sharing, nurturing and promoting place-based inter-personal, inter-species and inter-generational responsibilities. This discourse may be spiritual and oral and emphasizes the importance of totemic identity with landscape, and language as culture and a way of life. The primary conversation is towards (re)-building communities and directing research towards serving those communities. Its distinguishing feature is the rejection of being measured against the norms of the dominant society. While this may resemble the much maligned concept of “identity politics”, the essentializing of First Nations, it is much more. 
 Caroline Desbiens problematizes the historical dynamic and tensions that exist between pursuing a rights-based development path in the context of the bush economy of the Cree in northern Quebec, and the modern hydro-electric development schemes. Tensions here exist between traditionalists under the knowledge regime of the tallyman in support of the hunting, fishing and trapping economy and a group of aboriginal leaders and professional negotiators, trained in Canadian law and policy, who are inclined to support the modern economy.
 In the Cree territory, some forest agreements have been negotiated that take into account the continuity and viability of trap lines. By contrast, recent negotiations have approved yet more hydro-electric developments in return for cash and modern amenities. Desbiens suggests that in the establishment of a nation to nation relationship between the province of Quebec and the Cree, the differences, permutations and compromises between a rights and a traditionalist perspective need to be negotiated very carefully. 

These ideas bear perhaps some resemblance to the ideas of ecoforestry and bioregionalism, the notion that place centredness, ecological integrity and social equity ought to be the point of departure in any forest activity endeavour.
 They also point to the different dimensions that other marginal groups could bring to the forest, 
 and challenge the spatialized notions that are common in the dominant forest discourse - the idea that different forest uses, such as tree plantations and preserved areas, need to be divided into different spatial areas. We are thus forced to re-examine spatially separate units, such as wood fibre reserves, Indian reserves, and nature reserves to consider the interconnectedness of culture and nature and the place of all human interaction with all forests. Finally, they suggest we reexamine the dominant view of nature as commodity which has informed the construction of forests both as resources to be extracted and as viewscapes to be commodified. In sum, these alternative approaches call upon those interested in social and environmental justice to explore the ways in which colonialism, capitalism, and a neoliberal economy have fundamentally shaped the forest sector in Canada, and to attempt to think about forests, and forest policy, in dramatically new ways.
Conclusion

A very unfortunate but plausible conclusion that can be drawn from this account is that most progressive attempts at reforming Canadian forest policy, be they oriented towards extractive or attractive goals, are hopelessly compromised. The federal and provincial governments’ fight for access to the American market for lumber through the pursuit of a “fair” softwood lumber agreement, and the prominence this debate takes in the public sphere, continue to chain the Canadian forest industry to the role of staple supplier of crude material and the neglect of environmental concerns. The invention of the carbon sink concept in the context of the climate change debate has allowed Canada to divert attention from reducing carbon emissions to lobbying hard for having its forests, and better still its forest plantations (though based on a questionable science), count towards meeting its Kyoto targets. Parks and preserved areas, we conclude, form a limited strategy to protect forests. Many areas are confined to marginal areas, others are compromised by their commercialization, and both constitute part of a mind trick that suggests that forest preservation is all about setting aside a small percentage of protected forests while conducting untrammeled exploitation on the rest. 

We have also been critical of the historical and contemporary work that recognizes the role of marginal and dissenting groups within the forest sector. These studies are surely important in telling and celebrating the often untold stories of contributions and challenges posed by allegedly marginal (while in fact central) actors in the Canadian forest sector. We have cautioned though that such stories may lead to affirmative action policies that assist such groups in becoming integrated into the very social forest structure that marginalized them in the first place. Canada’s First Nations provide an example through accepting the paternalistic Indian Act and the forest policies of financial and expert assistance that goes along with it. The same situation may plague the pursuit of land claims or land rights through the courts or through negotiations because they require a source of legal and management expertise that may lead to similar forest practices and social divisions as within the dominant society. 

The last set of cultural studies provides, we suggest, the most critical lens with the widest implications for forest policy. It suggests that we question the very categories we use to define the forest industry and preservation sectors and the social relationships that go along with them. This involves critically examining the notion of the forest as “resource” and “commodity”, and the very notion of a market economy with the private property rights and profit incentives that are part of it. 

But where does this leave us? We suggest that the lessons for forest policy analysts are that there are many different angles from which forest reform can occur. All are important but all contain strengths and weaknesses. The criticisms of the staples and the staples to post-staples transition are strategically important in that, given the strength of the market economy as “normal”, they may have the most immediate ability to put a dent in that same “normal”. The stemming of raw log exports of lumber and protection of important forest ecosystems (however isolated) could well be achieved through such criticism and activism. The search for recognition and rights is clearly also of utmost importance and part of the quest to dispel the myths of ethnic, racial and gender “deficiencies” and the adjustment, however marginal, of historical injustices. The settling of First Nations land claims or increased access to forest resources, for example, is clearly important in meeting the immediate material needs of devastated communities. 

But it is also important to consider the policy implications of a broader historical critique of the market economy, and its categories and definitions, and the way in which they shape so-called alternatives. If forest reforms in First Nations, for example, result in the same forest industry activities and social divisions as in the dominant society, they fail to meet the immediate needs of all members of society. At the same time, they provide fuel for the proposition that there are no alternatives beyond the market economy. Surely, change will need to come about through a consideration of all policy analyses and their respective policy implications. In the end, the path ahead needs to be determined by communities themselves where critical analyses and self-reflection form important ingredients in taking short-term strategic action while at the same time working for long-term fundamental change.

Chapter XIV:  “The Post-state Staples Economy: The Impact of Forest Certification as a Non-state Market Driven Governance System” – Benjamin Cashore (Yale) with Graeme Auld, James Lawson, and Deanna Newsom

Introduction

Virtually all of the literature on Canada as a “staples state” has focused on two related topics: the impact of a historically staples-based economy on the development of the Canadian state’s structure and function; and, given these historical influences, the ability and capacity state officials might have to veer Canada off this “hinterland” pathway by facilitating a more diversified and industrialized Canadian economy less dependent on the US “metropole”. While important, the dramatic arrival in the 1990s of “non-state market driven” governance systems that focus largely on regulating staples extracting sectors such as forestry, fisheries, and mining, has raised three important questions for students of the staples state. First, what impact do non-state forms of governance have on the ability of state actors to promote the development of a post-staples state? Second, can non-state forms of governance address policy problems (such as environmental and social regulations governing resource exploitation) in ways that a staples and/or post staples–state has proven unable? Third, and arguably most importantly, is the staples state focus on territorially-focused unit of analysis the most appropriate starting point in an era of economic globalization where non-territorial markets seem to influence policy development and intersect with territorially based arenas to produce and affect behavioral change?


The chapter addresses these questions by carefully exploring the impact of “forest certification”, by far the most advanced case of non-state market driven governance, on the Canadian forest sector and the Canadian state. Following this introduction, a second section identifies the emergence of forest certification in its global and Canadian contexts. A third section outlines the key features of forest certification that render it a non-state market driven governance system. This section identifies how certification draws on both the market’s non-territorial unit of analysis in the first instance, and then on a geographic unit of analysis for building support and specific regulations. A fourth section identifies how certification emerged in British Columbia and the Maritimes, as fierce battles between and within certification programs occurred over efforts to determine the role and scope of forest certification in regulating forest staples extraction.  The chapter concludes by identifying key factors that appear to influence support of these new systems, as their non-territorial logic intersects with territorial-based institutions and associated norms.

Emergence of Forest Certification and its Two Conceptions of Non-State Governance 
 

A number of key trends have coalesced to produce increasing interest in non-state market-driven governance systems generally and within forestry specifically. The first trend can be traced to the increasing interest in addressing a country’s foreign markets as targets in attempting to produce domestic policy (Risse-Kappen 1995; Keck and Sikkink 1998), a process Bernstein and Cashore (2000) refer to as internationalization.2 Market-based campaigns often deemed easier than attempting to influence domestic and international business dominated policy networks. The second trend is the increasing interest in the use of voluntary-compliance and market mechanisms (Harrison 1999; Rosenbaum 1995; Tollefson 1998; Prakash 2000, 2000; Gunningham, Grabosky, and Sinclair 1998; Webb 2002). At the international level Bernstein (2002) has noted that a norm complex of "liberal environmentalism" has come to permeate international environmental governance, where proposals based on traditional command and compliance "business versus environment" approaches rarely make it to the policy agenda (Esty and Geradin 1998). In this context, Speth (2002) and others have noted that business-government and business-environmental group partnerships have created the most innovative and potentially rewarding solutions to addressing massive global environmental problems. A third trend can be traced within forestry generally, where efforts to address tropical forest destruction have been pervasive. The late 1980s witnessed widespread concern among environmental groups and the general public about tropical forest destruction. Boycotts were launched, and a number of forest product retailers, such as B&Q in the UK, Ikea in Sweden, and Home Depot in the US, paid increasing attention to understanding better the sources of their fiber and whether their products were harvested in an environmentally friendly manner.  The final trend favoring an interest in non-state market-driven environmental governance in the forest sector can be traced to to the failure of the Earth Summit in 1992 to sign a global forest convention (Humphreys 1996). Indeed, participation in the forestry PrepComs for the Rio Summit led many officials from the world's leading environmental NGOs to believe that Rio would either produce no convention or a convention that would look more like a "logging charter."

Two conceptions

By 1992 these forces converged to create an arena ripe for a private sector approach. But unlike other arenas in which business took the initiative in creating voluntary self-regulating programs (Prakash 2000, 1999), environmental groups took the initiative in creating certification institutions. In the case of forestry transnational environmental and social groups, led by the World Wide Fund for Nature (WWF) helped created the international Forest Stewardship Council (FSC) program in 1993
 following an initial exploratory meeting of environmental groups, social actors, retailers, governmental officials, and a handful of forest company officials a year earlier. The FSC turned to the market for influence by offering forest landowners and forest companies who practiced “sustainable forestry,” according to FSC rules. The FSC would give an environmental stamp of approval through its certification process, thus expanding the traditional “stick” approach of a boycott campaign by offering “carrots” as well. 

Table. 1.2, Conceptions of forest sector non-state market driven certification governance systems

	Table 1: Different Conceptions

	
	Conception One
	Conception Two

	Who participates in rule making 
	Environmental and social interests participate with business interests
	Business-led

	Rules – substantive
	Non-discretionary
	Discretionary-flexible

	Rules – procedural
	To facilitate implementation of substantive rules
	End in itself (belief that procedural rules by themselves will result in decreased environmental impact)

	Policy Scope
	Broad (includes rules on labor and indigenous rights and wide ranging environmental impacts)
	Narrower (forestry management rules and continual improvement)


Source: Cashore (2002)
The FSC created nine “principles” (later expanded to 10) and more detailed “criteria” that are performance-based, broad in scope and that address tenure and resource use rights, community relations, workers’ rights, environmental impact, management plans, monitoring and conservation of old growth forests, and plantation management (See Moffat 1998: 44; Forest Stewardship Council 1999)]. The FSC program also mandated the creation of national or regional working groups to develop specific standards for their regions based on the broad principles and criteria. Importantly, in the absence of completed standards setting processes, the FSC permitted “temporary” certification of forestlands to occur through the auditor’s own generic standards, though these were also required to fit under the Principles and Criteria.  The standards setting process is key because they determine exactly what types of forestry are considered appropriate or inappropriate for companies operating in the region, and, as we show below, their outcome strongly influenced ultimate firm support for forest certification.  Equally important is that FSC certification limited its regulatory purview to companies and landowner operations that practiced forestry – i.e. that harvested timber. That is, it regulated the extractive process associated with staples production – and turned to the companies further down the supply chain to voice support for these programs - but did not require or address what these companies outside of the extractive process might do to promote a diversified economy, value added, or other important issues of students of the staples state.

The FSC program is based on a conception of non-state market driven governance that sees private sector certification programs forcing upward sustainable forest management standards. Perhaps more important than the rules themselves is the FSC “tripartite” conception of governance in which a three-chamber format of environmental, social, and economic actors has emerged. This structure is further distinguished by equal voting rights in the FSC general assembly for each chamber as well as equal representation for Northern and Southern stakeholders (Domask 2003). The aim of this institutional design is to insure that no one group can dominate policy-making and that the North cannot dominate at the expense of the South -- two criticisms that had been made of failed efforts at the Rio Earth Summit to sign a global forest convention (Lipschutz and Fogel 2002; Domask 2003; Meidinger 1997; Meidinger 2000).
 Industrial forest companies and non-industrial private forest owner associations have revealed their discomfort with the construction of the economic chamber which lumps together in one chamber those economic interests (i.e., companies and non-industrial forest owners) who must actually implement SFM rules with companies along the supply chain who might demand FSC products and with consulting companies created by environmental advocates such an approach (Sasser 2002; Cashore, Auld, and Newsom 2002). Surveys of forest owners and companies reveal that these concerns are shared among the broader forest sector interests (Auld, Cashore, and Newsom 2002; Newsom et al. 2002; Vlosky and Granskog 2003). What is clear is that procedures are developed with a view toward eliminating business dominance and encouraging relatively stringent standards, with the goal of ensuring on-the-ground implementation. 

Within Canada, the FSC made an early decision to allow the creation of “regional” bodies to create specific standards under the broad international Principles and Criteria, rather than follow a single national “one size fits all” standard. As of 2004, regional standards processes have been developed for British Columbia, the Canadian Maritimes provinces, the Great Lakes region, and the boreal forest. While adopting a territorial approach to on the ground rules, only the British Columbia case did the standards setting region conform to provincial sub-national boundaries. However, the Canadian national office must review all regional bodies standards setting proposals before sending off to the international body for approval. 

The impact of certification in Canada was dramatically affected by the development of two “competitor” certification systems – the Canadian Standards Association (CSA) program initiated by the Canadian Sustainable Forestry Certification Coalition, a group of 23 industry associations from across Canada (Lapointe 1998), and the American Forest & Paper Association’s Sustainable Forestry Initiative (SFI) certification program which, while initially and primarily focused in the United States, has as we show below, considerable application in Canada. Similar trends occurred in Europe where, following the Swedish and Finnish experiences with FSC-style forest certification, an “umbrella” Pan European Forest Certification (PEFC) system (now the Program for Environmental Forest Certification) was created in the late 1990s by landowner associations that felt especially excluded from the FSC processes. Efforts have also been taken to create an umbrella program of these “FSC competitors” in order to obtain an international presence. 

In general, FSC competitor programs originally emphasized organizational procedures and discretionary, flexible performance guidelines and requirements (Hansen and Juslin 1999: 19). The CSA, for instance, began as “a systems based approach to sustainable forest management” (Hansen and Juslin 1999: 20) where individual companies were required to establish internal “environmental management systems” (Moffat 1998: 39). It allows firms to follow criteria and indicators developed by the Canadian Council of Forest Ministers, which are themselves consistent with the ISO 14001 Environmental Management System Standard and include elements that correspond to the Montreal and Helsinki governmental initiatives on developing criteria and indicators for sustainable forest management (Noah and Cashore 2002). Overall, the CSA emphasis is on firm-level processes and continual improvement, though it does depart from the SFI approach in that it contains more extensive procedures regarding stakeholder participation in standards setting. The CSA program actually contains two standards: one explains how to develop an environmental forest management system, and the other focuses on auditing requirements (Hansen and Juslin 1999: 20). Following intense efforts to gain market credibility the CSA has revised in 2004 both standards to address criticism that it did not provide enough assurances for on the ground behavioral change. Similar to the CSA, the SFI originally focused on performance requirements, such as following existing voluntary “best management practices” (BMPs), legal obligations, and regeneration requirements. The SFI later developed a comprehensive approach through which companies could chose to be audited by outside parties for compliance to the SFI standard, and developed a “Sustainable Forestry Board” independent of the AF&PA with which to develop ongoing standards. 

These FSC-competitor programs initially operated under a different conception of non-state market driven governance than does the FSC: one in which business interests should strongly shape rule-making, while other nongovernmental and governmental organizations act in advisory, consultative capacities. Underlying these programs is a strongly held view that there is incongruence between the quality of existing forest practices and civil society’s perception of these practices. Under the SFI and CSA approaches certification is, in part, a communication tool that allows companies and landowners to better educate civil society. With this conception procedural approaches are ends in themselves, and individual firms retain greater discretion over implementation of program goals and objectives. This conception of governance draws on environmental management system approaches that have developed at the international regulatory level (Clapp 1998; Cutler, Haufler, and Porter 1999).

Table 2: Comparison of FSC and FSC competitor programs in Canada

	
	FSC
	SFI
	CSA

	Origin
	Environmental groups, socially concerned retailers
	Industry
	Industry

	Types of Standards: Performance or Systems-based
	Performance emphasis
	Combination
	Combination

	Territorial focus
	International
	National/bi-national
	National

	Third party verification of individual ownerships 
	Required
	Optional
	Required

	Chain of custody
	Yes
	No
	Emerging

	Eco-label or logo
	Label and Logo
	Logo, label emerging
	Logo


Terms: Performance-based refers to programs that focus primarily on the creation of mandatory on the ground rules governing forest management, while systems-based refers to the development of more flexible and often non-mandatory procedures to address environmental concerns. Third Party means an outside organization verifies performance; Second Party means that a trade association or other industry group verifies performance; First Party means that the company verifies its own record of compliance. Chain of Custody refers to the tracking of wood from certified forests along the supply chain to the individual consumer. A logo is the symbol certification programs use to advertise their programs and can be used by companies when making claims about their forest practices. An eco-label is used along the supply chain to give institutional consumers the ability to discern whether a specific product comes from a certified source.

Key Features of Non-State Market Driven Environmental Governance

Despite these difference in conceptions and scope, four key features (Table 3) emerge that identify forest certification as a system of non-state market driven governance Cashore (2002) which are emerging not only in forestry but also a range of sectors, including tourism, coffee, food production, mining, and tourism (Cashore, Auld, and Newsom 2004; Bernstein 2004). The most important feature of NSMD governance is that there is no use of state sovereignty to enforce compliance. The Westphalian sovereign authority that governments possess to develop rules and to which society more or less adheres (whether it be for coercive Weberian reasons or more benign social contract reasons), does not apply. There are no popular elections under NSMD governance systems and no one can be incarcerated or fined for failing to comply.
Table 3: Key conditions of non-state market driven governance

	Role of the state
	State does not use its sovereign authority to directly require adherence to rules 

	Role of the market
	Products being regulated are demanded by purchasers further down the supply chain

	Role of stakeholders and broader civil society
	Authority is granted through an internal evaluative process 

	Enforcement
	Compliance must be verified


Source: Cashore (2002)
Role of the State

In the FSC, SFI, and CSA models, rules are developed by a private organization that designs rules the organization deems to be a credible approach to achieving sustainable forestry. 

However, this does not mean government is absent simply because it does not directly invoke its sovereign authority. The most obvious example is that existing rules and policies beyond the non-state market-driven program itself--from rules governing contract law to common law issues regarding property rights--play an important background role in non-state market-driven governance systems. Markets never operate in isolation from a broad array of governmental policies, and the same is true of a non-state market-driven governance system. Second, governments can act as traditional interest groups in an attempt to influence non-state market-driven governance systems' policy-making processes by advocating that the FSC undertake a specific course of action that they desire. However, just as interest groups do not have direct policy-making authority in state-sanctioned processes, the fact that governments seek to influence and shape non-state market-driven governance rules does not mean they are the source of authority. Third, governments can act as any large organization does by initiating procurement policies and other economic actions that may influence the market-driven dynamics. Fourth, when landownership is the source of regulation by non-state market-driven governance systems, governments can become an importance source of authority granting if, qua landowner, they agree to abide by these standards on their own forestlands. Fifth, governments may provide resources to groups that are attempting to become certified--an action that works to enhance the legitimacy of non-state market-driven governance systems, rather than remove it (Tovey 1997; Axelson 1996).8

Sixth, governments can participate in standards development by providing expertise and resources. This is an important point because while some certification programs such as the FSC forbid direct government involvement, there is no reason, in terms of constructing an ideal type understanding of non-state market-driven governance, why governments could not be involved in rule development. Again the key distinction is whether governments use their sovereign Westphalian authority to require adherence to the rules or rather work to facilitate rule development. The former role reduces the legitimacy of non-state market-driven governance, whereas the latter enhances it. Examples abound of governments facilitating non-state market-driven governance. Governments are increasingly lending support when they see certification as providing them some relief from constant environmental group scrutiny to the point that they become unofficial observers in FSC processes. Indeed, the role of government in the development CSA standards has been key, as they were facilitated by Ministerial efforts to develop a broad framework for forestry management. 


Thus, when governments do use their sovereign authority to require adherence to private standards setting rules, the fundamental and underlying feature of non-state market-driven governance no longer exists, since the government, rather than the market, explains why the certified company or landowner is complying. In some cases a hybrid example might exist when governments use their policy authority to influence only a key target audience of a non-state market-driven governance program. This scenario is what happened in the case of the US EPA's role in creating standards governing certified organic food. The rules eventually took the form of US law, meaning that sovereign Westphalian authority was imposed on any farmer who wanted to become certified as organic.9 However, most features of non-state market-driven governance remained, since no one was required to become organic. In such cases, it is crucial that the policy analyst understand and explore whether compliance by a key audience is the result of non-state market-driven governance dynamics or of state authority. For example, a government law requiring that all forest landowners become certified according to the FSC would negate any need to understand landowner evaluations of the FSC, as they would be doing it as a matter of law rather than individual calculations. However, if there were no similar requirement for value-added manufacturers or retailers, then non-state market-driven logic would apply to these other important audiences, rendering crucial an understanding of their evaluation process.

Role of the Market

Recognition that governments do not use their sovereign authority to require adherence to non-state market-driven governance systems turns our attention to the second key feature of NSMD systems - understanding that an array of actors and organizations make their own evaluations about whether to grant authority. Evaluations are key because actors and organizations cannot be fined or incarcerated for failure to comply. The range of groups that will consider granting authority is virtually the same as in traditional public policy processes. Environmental groups, businesses, professional and trade associations, as "immediate audiences," make specific choices, while the broader public is important for the value-based support it gives to organizations such as environmental groups and potentially as consumers of certified products. Governmental actors, as noted above, are also treated as an interest group (albeit a special one), trying to influence or get access to non-state market-driven governance systems.

Evaluations Matter

A third feature, since the state does not require adherence to its rules, is that various stakeholders, including environmental groups, companies, and landowners, must undertake evaluations as to whether they ought to comply. These evaluations are affected or empowered by the third key feature of NSMD governance: authority is granted through the market’s supply chain. Much of the FSC’s and SFI’s efforts to promote sustainable forest management (SFM) is focused further down the supply and demand chain, toward those value-added industries that demand the raw products, and ultimately, toward the retailer and its customers (Bruce 1998: chapter 2; Moffat 1998: 42-43). While landowners may be appealed to directly with the lure of a price premium or increased market access, environmental organizations may act through boycotts and other direct action initiatives to force large retailers, such as B&Q and Home Depot, to adopt purchasing policies favoring the FSC, thus placing more direct economic pressure on forest managers and landowners. To satisfy the demand for certified wood, the FSC grants not only “forest land management” certification, but also “chain of custody” certification for those companies wishing to process and sell FSC products. The SFI, as we show below, has introduced a “tracking system” also designed to improve recognition along the supply chain. 

Outside Verification Key

The fourth key feature of NSMD governance is that there must be a verification procedure to ensure that the regulated entity actually meets the stated standards. Verification is important because it provides the validation necessary for certification program legitimacy to occur and distinguish products to be consumed along the supply chain.

Emergence and Support for Forest Certification in Canada

The FSC conception of forest certification first entered the Canadian forest policy community as an idea in the mid-1990s, following the FSC's founding meeting in Toronto in 1993. A national FSC office and FSC-BC were both officially launched in 1996. In addition to social, environmental and economic chambers, a fourth "aboriginal" chamber was created for national board deliberations and for regional standards setting processes (Forest Stewardship Council 1999). However it would be some time before the FSC idea would gain significant attraction in Canada, where proactive efforts to promote a different conception of certification was promoted by Canadian Pulp and Paper Association (CPPA, renamed the Forest Products Association of Canada in 2001)--an association that had been on the front line of the European boycott battles of the 1990s. Under the CPPA's leadership, Canadian forest managers joined ranks to form the Canadian Sustainable Forestry Certification Coalition. 
 The coalition quickly agreed that its mandate was the creation of an international, third-party certification system, and approached the Canadian Standards Association, which operates under the rules and discipline of the National Standards System, about creating a Canadian forest certification standard. The CSA based its performance requirements on the Canadian Council of Forest Ministers criteria for Sustainable Forest Management (Abusow 1997), linking its program to the intergovernmental Montreal Process's criteria and indicators (Moffat 1998; Elliott 1999). Like many FSC-competitor programs, the CSA approach began by following procedures consistent with ISO 14001 protocols, an internationally accepted program recognized as consistent with World Trade Organization (WTO) international trade rules. The CPPA explained that it was involved in CSA forest certification for marketing reasons, as a benchmark for achieving good business practices, and for achieving transparency and public trust (Forest Products Association of Canada 2000). 


The CPPA committed three years of funding for CSA certification standards (Elliott 1999). The Canadian Council of Forest Ministers, the Canadian Forest Service, and Industry Canada, also gave early support to the CSA certification process as an important way to secure market access (Elliott 1999). As a result most Canadian forest companies voiced their early support for the CSA, which they viewed as much less intrusive and more appropriate than the FSC program. And for the same reasons, most major environmental groups, along with other social organizations
, ended up boycotting the CSA process (Gale and Burda 1997), arguing that the CSA was an effort to reduce the stricter environmental regulations offered by the FSC (Mirbach 1997), activists arguing that the CSA would permit, among other things, continued clearcutting (Curtis 1995). By 1996 the first set of CSA program standards were completed. While more flexible and discretionary than FSC on environmental performance requirements, the CSA was viewed by many as rigorous on rules for community consultation and a multi-stakeholder standards development process, with some industry officials believing that in this area the CSA rules were potentially more onerous than the FSC’s requirements.
 


FSC supporters responded to these intense efforts to promote a certification alternative with aggressive market-based converting strategies aimed at generating FSC demand further down the supply chain -- demand that was most easily created outside the Canadian political arena. Drawing on successful boycott campaigns, groups were now returning to the same companies to offer them a carrot (public recognition that they were supporting sustainable forest management) alongside their usual stick (that they would also be subject to a boycott if they did not comply). By pinpointing Canada’ heavy reliance on export markets, these environmental groups directed their energies toward convincing international buyers to avoid Canadian (especially BC) products (Stanbury 2000). The FSC and its supporters believe that they could convert industrial forest companies to support the FSC, rather than the CSA, by altering the demands made in a normal customer-supplier exchange. Most of the efforts were focused on Germany and UK purchasers of forest products, from the British Broadcasting Corporation’s magazine publishing division, the British home retailer B&Q, and key German companies such as publisher Springer-Verlag and paper producer Haindl.
 Efforts were made at distinguishing the FSC from the CSA. Indeed, even before CSA standards were complete, groups such as Greenpeace asserted that the CSA standards “would allow products derived by large-scale clearcutting and chemical pesticides use to be called ecologically responsible”, noting also that “all major environmental groups have come forward to condemn [the CSA]” (cited in Greenpeace Canada, Greenpeace International, and Greenpeace San Francisco 1997: 25).


In addition to the targeting of individual companies by groups including Greenpeace, Coastal Rainforest Coalition (now ForestEthics), Friends of the Earth and the World Wildlife Fund (WWF), a core supporter of the FSC, undertook a comprehensive strategy that would significantly effect how Canadian (especially BC) companies viewed the FSC: the creation of buyers groups whereby new “environmentally and socially aware” organizations were created, and where member companies would be recognized by the WWF as supporting environmentally sensitive harvesting practices. The first example was the creation of the WWF 95 group, later changed to the “95 plus group”, established in anticipation of the FSC in 1991. Originally it brought together 15 UK-based retail companies willing to commit to purchasing wood from “well” managed sources by the end of 1995 (World Wildlife Fund. United Kingdom 2001; Hansen and Juslin 1999).
 By 1997, FSC buyers groups existed in Germany, Belgium, Austria, Switzerland, and the Netherlands (Hansen and Juslin 1999). The result of early efforts by industry to promote the CSA, amidst increasing market-based efforts by ENGOs to support the FSC had led to two paradoxical results: widespread acceptance that forest certification was appropriate for Canadian forest companies; amidst high stake battles over which programs would have market-based legitimate authority to create certification rules.


As we show below support has followed a pendulum of sorts – with strong and unified support for the CSA dissipating as key companies, including JD Irving in the Maritimes (Lawson and Cashore 2001) and 7 of the top 10 industrial companies in BC (Cashore, Auld, and Newsom 2004: Chapter Three), given the FSC serious attention. Yet following standards setting processes in both regions much of this support dissipated, leaving the CSA and SFI as preferred programs of most companies. And still by 2004, the FSC would enjoy somewhat of a revival, at least among maverick companies, as giant Tembec was joined by Domtar in promoting FSC certification on its forest lands, most of which are found away from the historical battle scars of their competitors in BC and the Maritimes.
  The remainder of this chapter details these regional experiences and then assesses the underlying dynamics behind support for non-state forms of governance designed to regulation staples extraction in the forest sector. 

British Columbia

The British Columbia case is important because, reflecting national trends above it became the key battle-ground in which industry and environmental groups pursued their efforts to define and address sustainable forestry regulation through non-state market driven approaches. However such attention was not preordained or expected, as certification was originally deemed of little value originally. The first group to support forest certification in BC was the Silva Forest Foundation, an organization that challenged fundamentally traditional industrial forestry approaches to forest harvesting and emphasized community based, smaller scale, and lower impact “eco-forestry” harvesting (Gale and Burda 1997).  The Silva Forest Foundation, who challenged fundamentally traditional industrial forestry approaches to forest harvesting and emphasized community based, smaller scale and lower impact harvesting (Gale and Burda 1997). 


In these early days forest certification efforts were poorly funded, receiving little in-kind support from domestic and international environmental groups, nor support from US philanthropic foundations that had been the lifeblood of the province’s environmental movement. Most environmental groups at this time were focusing mainly on public forest policy in BC, including the effectiveness of the provincial Forest Practices Code (Sierra Legal Defence Fund 1996), which came into effect on June 15, 1995 (British Columbia. Ministry of Forests 1995). However, high-profile environmental organizations, such as Greenpeace, did recognize the value of the FSC, offering the fledgling program their support, in the hopes such a move might apply further pressure on the BC government and forest companies to reform their forest management practices and policies (Greenpeace). But at this time FSC was raised more as a strategic idea, acting as an example of what companies could do to end continued boycott and protest campaigns. But the idea that BC companies might actually be able to meet FSC’s high standards was not deemed likely.


The initial support and direction of the FSC reinforced the view within most forest companies that if certification were to occur, it would best be through the CSA process(Paget and Morton 1999). Their hope was that the CSA program would meet the requirements of its buyers, avert boycott threats, while ensuring international customers that “Canada is working towards sustainability in its forests” (Forest Alliance 1996). At the same time CSA supporters stepped up their criticism of the FSC. For instance, the then chair of the Forest Alliance of BC, Jack Munro asserted that “…the FSC's broad principles have been generated by people with no experience in developing international standards, have been developed without any input from those involved in sustainable forest management and have had no input from government. Companies in Canada are lining up to be certified with an independent and more objective model developed by the Canadian Standards Association. And those standards will be very high indeed.  What's required, and what Greenpeace Canada cannot provide, is credibility and independence (Forest Alliance 1997).”


The CPPA began its efforts to gain support for the CSA domestically by emphasizing the negative impacts of ENGO market campaigns a critique that resonated with communities, the general public and labor unions (I.W.A. Canada 1990). BC forest companies and the CPPA asked federal and provincial governments to become involved, and both levels of government were generally receptive. They offered funding and technical support to the international strategies designed to correct the “misinformation” being distributed by environmental groups to BC forest companies (Greenpeace Canada, Greenpeace International, and Greenpeace San Francisco 1997, 20-25; British Columbia. Ministry of Forests 1998).  Reflecting their trade-oriented mission, Canadian embassy officials in Europe played a key role, setting up meetings where local buyers were invited to presentations made by BC forest-company and government officials joined by provincial social interest groups (e.g. First Nations, labor unions, and community representatives).
 Action in the media included published articles in European and US newspapers (Stanbury 2000). 
  


In other instances, the CPPA, with its office in Brussels, took a lead role with media relations and information dissemination. Its staff was instrumental in coordinating strategies directed at European customers of BC products (Barclay 1993). It had a history of involvement in personal networking, distributing printed information material, public communication, and responding to specific crisis events (Stanbury 2000).
  


Despite strong efforts, the international market response to the CPPA/CSA support was mixed, in large part due to campaigning tactics on the part of environmental campaigns in Europe that had historically focused on boycotting BC’s forest products. Environmental groups such as Friends of the Earth, Greenpeace, and Rainforest Action used media campaigns showing large clear cuts in BC as an effort to focus international attention on management practices, and while these demands were at first not directly linked to FSC certification, they provided companies greater incentives than seen elsewhere to consider seriously participation in the program as away to show they were doing the right thing (Baldrey 1994).
 And then amidst what they perceived to be a weakening of BC’s forest practices code, BC-focused environmental groups came to believe that market-based forms through certification might provide the best and most appropriate from of environmental regulation. At first they focused they focused their efforts by threatening to boycott companies who did not enlist with the WWF buyers groups (Paget and Morton 1999) or to make similar independent purchasing policies (Hansen and Juslin 1999). 


But they soon expanded their boycott campaigns to include demands that customers support or give preference to FSC certified wood, putting the supporters of the CSA on the defensive, who were now forced to make the case that the CSA program did conform to international environmental concerns. Yet, specific arguments notwithstanding, most of the UK and German publishers were interested in supporting a program that had environmental group support, since it was this condition that gave them cover from being targeted themselves.  


By the mid-1990s the mood was one of continued conflict. Environmental groups remained unsatisfied with the BC government’s forest policy initiatives and were unwilling to offer support to the CSA program. They continued pressing international buyers of wood from BC’s large vertically integrated firms in the hope that BC companies would modify their forest management practices. However, the FSC Principle Nine -- which addresses the management of high conservation value forests -- continued to pose problems to BC forest companies that might otherwise have been willing to consider the FSC. While FSC strategists now recognized that their converting efforts in Europe would have greater success in BC if the FSC permitted some degree of harvesting of old growth forests, many of the FSC core audience supporters, who had long fought battles to preserve these forests, were reluctant to allow changes to the rules that might see environmental groups actually supporting logging in regions of the province that they were still fighting to protect.
 At this point a stalemate existed: BC forest companies were unwilling to accept FSC and maintained sole support for the CSA, while the environmental community and foreign purchasers of BC products supported the FSC for BC forests. 


With no side willing to back down, market pressure was ratcheted up another notch. Market pressure occurred at a vulnerable time for the BC industry, which was suffering the double-effects of the Asian economic collapse and its restricted access to the US market given import duties set by the Canada-US softwood lumber agreement (SLA). Market efforts expanded as the Global Forest and Trade Network (GFTN) was created in September 1998, which was designed to coordinate the activities of the national buyers groups around the world (World Wildlife Fund for Nature 1999). The Certified Forest Products Council (CFPC) was launched officially in 1998, merging the former US buyers group with the Good Wood Alliance (World Wildlife Fund for Nature 1999). Its members had fewer specific policies than many of their European counterparts, yet the threat that this development posed was significant for the BC forest companies as together they sent approximately 73 percent of their softwood products to the US market (Council of Forest Industries 2000). Market campaigners led by the Rainforest Action Network, based in San Francisco, decided at this time to target much of their efforts on the US do-it-yourself-giant, Home Depot. They launched demonstrations against the company across the United States and Canada, and purchased advertisements informing readers that Home Depot sold products from endangered forests.


These developments occurred alongside the parallel market campaign led by Greenpeace to force logging companies to stop harvesting in BC’s central coast region, which, as noted above, was important because it illustrated how environmental groups and forest companies might work together, offering a way out of the continued polarization of the public policy debates. The central coast campaign focused on MacMillan Bloedel (now Weyerhaeuser), Western Forest Products (WFP), and Interfor, all of whom were suffering economically owing to their reliance on the collapsed Asian markets, and their inability to move into the US market due to the SLA quota system. This situation rendered FSC European market strategies even more effective on BC companies than they might otherwise have been (Taylor and Leeuwen 2000). 


The market-based campaigns were further facilitated by a provincial tenure system that placed significant harvesting rights in the hands of a few large vertically integrated firms. As a result, environmental groups could focus their efforts on a small number of large companies (Stanbury 2000). Two illustrations provide evidence of these dynamics. First, the British Broadcasting Corporation (BBC) magazine, another member of the WWF 95 plus group, placed specific pressure on Western Forest Products operating on the central coast. Having been informed by Greenpeace UK that some of its products bought from German suppliers (publishers) might be coming from the “Great Bear Rainforest”, the BBC, queried these German suppliers for verification, who subsequently decided they would suspend their contract with WFP.
 Second, B&Q chairman Jim Hodkinson announced in a meeting with the World Bank in Washington on January 9th, 1998, that by the end of 1999 his stores would only carry wood products certified by the FSC (DIY 1998; National Home Center News 1998), which was directly connected to the large companies on the BC coast, as a media report noted: “B&Q is phasing out hemlock stairparts sourced from British Columbia, where there is a reluctance to go for FSC certification (DIY 1998).”


The persistence of these market pressures paved the way for BC companies to reevaluate their opposition to the FSC. As would be expected, companies under the most direct pressure were the first to reconsider their position. In mid-1997, Western Forest Products responded to customer demands by conducting an internal assessment of its ability to achieve FSC certification (Western Forest Products Limited 2000).
 By June of 1998 Western Forest Products became the first BC company to announce its application for FSC certification (Hayward 1998; Hogben 1998). Not more than a week later, MacMillan-Bloedel also announced intentions to pursue FSC certification (Alden 1998; Tice 1998) with CEO Tom Stephens explaining that the decision “was in response to market demand. Nothing else (Hamilton 1998).” 


Support or not support the FSC were now viewed clearly as company-specific decisions, in contrast to the relatively unified approach BC industry appeared to be taking a few years earlier.
The decision by by Western Forest Products’ and MacMillan-Bloedel’s to pursue FSC certification changed dynamics considerably, with one industry official calling it a “breaking of ranks” of previous industry support for only the CSA.
 Indeed, the FSC’s success in targeting specific companies weakened the already industry associational system in BC, with companies like MacMillan-Bloedel terminating their membership in the Forest Alliance (Hamilton 1998). 


What is striking about these early commitments was that they occurred before any changes had been made to the FSC’s Principle Nine, illustrating the independent effects of the market-based campaign, facilitated by many structural characteristics of BC’s forest sector. However, companies operating in old growth forests felt that the regional standards, still to be developed, could be worded in such a way as to continue harvesting in these forests and still meet Principle Nine. As Western Forest Products’ Chief Forester, Bill Dumont, was quoted as saying, "We do not expect in any way to have to make significant changes in our operations (Hogben 1998).” This statement stood in contrast to the previous position of the Forest Alliance of BC and illustrates the change in approach that was occurring among key forest companies in their bid to achieve FSC certification.  

Standards-setting process


These initial firm-level decisions sparked a series of strategic decisions within the BC forest industry to participate in FSC processes in order to change the program from within, rather than fighting it from the outside. At the provincial level forest companies now joined the FSC standards-setting process, rather than boycotting it, making a decision that stands in stark contrast to most US forest company decisions to not participate in FSC regional standards-setting processes. Individuals, companies, and associations began to apply for membership (Hamilton 1999; Jordan 1999), taking elected positions on the FSC-BC steering committee and nominating and having their members posted to the BC Standards Team (Forest Stewardship Council. Canada 2002). And in a striking move, the Forest Alliance of BC, soon to be joined by BC’s Industrial Wood and Allied Workers Union, decided to apply for FSC membership, attending its meetings, and influencing policy debates (Jordan 1999). Importantly, this increased support was occurring as the Home Depot announced its pro-FSC purchasing policy in August of 1999 (Carlton 2000). While movement had already started in the BC case, this announcement certainly served to shore up support, with industry officials now recognizing that BC’s largest market, not just Europe, was becoming an increasingly important factor. And while the US chapter reveals that US forest companies reacted to the Home Depot announcement by altering the SFI, BC companies took this announcement as another indication that their steps toward the FSC were going to prove productive.


The result of these moves was that support for the CSA was being undercut, since companies were focusing on changing the FSC, rather than attempting to make the CSA more palatable. (This stood in stark contrast to certification debates in the United States, where industry was frantically readjusting its program to conform to retailer certification requirements, while focusing on ensuring member companies remained unsupportive of the FSC)(Cashore, Auld, and Newsom 2004).  The BC industry strategy was effective in responding to the fact that companies felt the original draft standards poorly addressed their concerns. As one industry official noted “In BC... [the first FSC standards development process] turned out to be a complete mess, so they wiped the slate clean and they’re starting over again. The industry is making damned sure that they’re [at the standards development process] this time, so they get something out of it, if they have to do it.” 


The response of many provincial governmental officials toward the FSC mirrored industry changes. Governmental officials in the Ministry of Forests and trade agencies were at first highly skeptical, laying out conditions under which certification must work in the province (British Columbia. Ministry of Forests 2000). Though industry was clearly the target, support from the government was key, since, as both the regulators and owners of 95 percent of the forest land base, their support would be important for removing any obstacles that might exist. Despite significant opening up of the BC forest policy making process in the 1990s, the BC Ministry of Forests historically has had the closest ties of any agency to the forest industry (Wilson 1998), and as a result industry changes in FSC certification may have facilitated the forest ministry’s changes as well. The FSC and its supporters noted the changes, with one FSC supporter explaining that the BC government “has now embraced the FSC as one of the certification schemes, and even goes so far as to insinuate that they were integral in having it come to BC.”
 The Ministry of Forests has recently chosen to officially take a “cooperative” role toward certification (BC Ministry of Forests 2001). The new Liberal government has indicated it will work to address conflicts between provincial legislation and the FSC standard (Haddock 2000).


Far from its hesitant position of a few years earlier, BC forest ministry officials also participated in the post-industry joining the FSC-BC standards setting process by offering its expertise to the Standards Team. It gained two non-voting ex-officio positions in which its role was to comment on redundancies and conflicts with existing public regulations. And in its own bid to become certified, the government had the Small Business Forest Enterprise program (SBFEP) assessed to determine the changes that would be required to achieve certification on SBFEP lands, including FSC style certification (PricewaterhouseCoopers 1999). As a result of these dynamics, seven of the ten largest forest companies in British Columbia had either made an announcement of their intention to pursue FSC certification, or had made other proactive overtures towards the FSC (Table 3.3). This support was clearly pragmatic in character, with all of these companies maintaining support for the CSA program at the same time.
 


The struggle in BC over certification and its accompanying rules had clearly shifted, by 2000, from an “FSC versus CSA” competition, to an internal struggle within the FSC. However, two important caveats are in order to describe this period. First, companies in BC were clearly hedging their bets -- they had not given up on the CSA approach and could easily turn to only support the CSA if the market pressure ended. Second, CPPA efforts to support the CSA in European markets had not in any way abated. Still, European buyers continued to view the CSA as unable to satisfy their own certification requirements, including the lack of an international profile.
 The CSA has responded to the latter criticism by joining the Pan-European Forest Certification program, although it has not yet gone further to seek endorsement from the program’s council (PEFC International 2001). It also addressed its credibility issue by launching a new “Forest Products Marking Program” which introduces a chain-of-custody system and a product label (Canadian Standards Association 2001). 


While leaving options open with the CSA, BC forest companies and their allies were able to use their decision to support the FSC to target what had long been considered a key obstacle: the fear that, if not clarified or changed, Principle Nine on old growth forests would make successfully pursuing FSC certification difficult.  As a result, forest companies were able to use their access to the FSC, along with their continued pursuit and support for the CSA, to pressure the FSC to make compromises on Principle Nine. The BC government echoed these concerns, arguing in a press release that, "We urge European buyers to support certification processes which are compatible with the sustainable forest management practiced here, but we are opposed to approaches that inherently discriminate against jurisdictions like BC which retain and protect significant amounts of primary forests while continuing to harvest in them (British Columbia. Ministry of Forests 1998).”


In part recognizing that the BC case could lead to significant gains for the FSC if the Principle Nine obstacle could be removed, the FSC made an important decision to alter Principle Nine to focus not on preserving old growth forests, but in maintaining or enhancing high conservation value forests.
 Previous interpretations of the old wording that it forbade logging in old growth forests were now negated, arguably paving the way for FSC certification of at least some harvesting in BC old growth forests.


Changes to Principle Nine and increasing industry roles in the FSC have created a tension among some environmental groups, illustrating the difficulty certification programs sometimes have in maintaining moral support from their core audience while simultaneously achieving pragmatic support from forest companies. Partly in an effort to limit further changes to the FSC standards, “Good Wood Watch” was created by Greenpeace, Sierra Club of BC, The Friends of Clayoquot Sound, West Coast Environmental Law, The David Suzuki Foundation, and the Rainforest Conservation Society, to specifically “[ensure] that the FSC-BC Regional Standards develops into a credible standard that upholds ecological integrity and social responsibility (Good Wood Watch 2001).”  


By the end of 2001 the FSC in BC was in the rather enviable position (compared to most other cases in this book) of working to maintain forest company support, rather than still striving to achieve it. Forest companies were working within the FSC to make it more hospitable to their profit-maximizing goals, while the environmental groups pressed to keep the standard as high as possible. 

U-turn


Despite this rosy picture painted for FSC supporters in BC, the year 2002 would witness what some observers had predicted -- increased acrimony between industry and environmental groups over the final draft of the regional standards, and a signal from industry actors that their support of the FSC might be short lived. Produced in the summer of 2001, the final draft standard was crafted by an eight-person technical standards team and was then revised by the working group’s steering committee after having been subject to widespread public comment. By a 7-1 margin with Bill Bourgeois, the sole industrial forestry representative, voicing his opposition, the committee voted to send the standards to FSC Canada for approval. While different actors have different interpretation of what transpired the overall story is not in dispute. At some point during versions two and three, when discussions over very specific but important forest practices regulations were taking place, Bourgeois voiced concerned that the emerging standard was going to place the FSC as a “boutique” standard that would be unacceptable to the major industrial forest companies in British Columbia: “If it is the stated intent of FSC Canada to have a regional standard for British Columbia that will be applied in a limited number of unique circumstances, I would say that Draft 3 should be endorsed. On the other hand, if FSC Canada’s intention is to have a standard that will be applied across a spectrum of sizes and types of forest operations, then Draft 3 should not be endorsed. In which case further work is required to develop a certification standard that measures the achievement of good forest management, and which has broad applicability in British Columbia (Bourgeois 2002).”  


Of specific concern were emerging standards on riparian zone harvesting, stand level retention, the setting of “threshold indicators”, and forest reserves, which would have placed BC’s already comparatively high forestry standards
 even higher vis-à-vis their North American competitors (Bourgeois 2002).
 Mirroring industry responses to the Harcourt government’s Forest Practices Code Act (Hoberg 2001), Bourgeois asserted that he could not support such standards without an impact assessment of the effects of these standards on industry economic health and its annual allowable cut. The announcement took other participants by surprise -- they asserted this was too late in the day to perform such an assessment, while Bourgeois felt that an assessment was not possible until the final standards were known.
 Assessments were conducted on the economic viability and costs of the standards (Spalding 2002) and impact on allowable cut (Bancroft and Zielke 2002), and both reports predicted significant cost increases to the BC forest industry, and impacts on the AAC from 10-30% of existing allocations. Upon receiving the findings, Bourgeois wrote FSC-BC and FSC-Canada asserting that: “It is the opinion of forest company managers that significant cost increases without any visible means of recovering them and severe limitations on management flexibility will be incurred if the Draft 3 standard is implemented.  I encourage you to seriously take these comments into consideration in determining whether to recommend the present draft to FSC-International for approval (Bourgeois 2002).”  


With the environmental participants frustrated at this turn of events, and with their belief that the standards were appropriate to certify BC forest products, the standards were passed on to FSC-Canada despite Bourgeois’ objections.
 And the FSC Canada board likewise voted to send the standards to Oaxaca for approval (Forest Stewardship Council. Canada 2002). However, this time one economic representative on the FSC Canada board, Tembec, voted against sending the standards to Oaxaca, while the other economic member abstained. Strategic choices made by actors within the standards development process had led to an outcome in which large vertically integrated industrial companies -- the very companies FSC strategists had worked so hard to woo -- were now sidelined and indicating that their support was now far less certain than it had appeared just six months before. The FSC international office is now scrambling to put its British Columbia egg back together again, but industry interest in the FSC remains much weaker than it appeared in 2001.


The FSC leadership in Oaxaca, and officials from leading FSC-accredited certification bodies, were clearly concerned that the stringent BC standards would not only hamper what, they felt, was one of the FSC’s best success stories, and that what happened in BC might send signals to companies far beyond the province’s borders. But many environmental group participants on the BC standards committee had long focused on BC forestry and had, through years of frustration, come to see the FSC standards setting process as a way of gaining the increased standards that they were unable to achieve at the public policy level. They strongly believed that if increased rules were not put in place, the old growth dependent forest ecosystems would be destroyed and lost forever.
 


During the fall of 2002 and winter of 2003, the FSC Secretariat wrestled with how it would respond to industry’s protest, finding no easy way out of this difficult situation. If they move to strike the standards, they risk losing their most solid supporters in British Columbia, and perhaps its legitimacy among environmentalists there. If they accepted the standards, they risk losing support from industry in one of the places in the North that has been most hospitable to FSC-style certification -- and risk sending signals to other potential industry supporters to be very careful before offering support to the FSC. 


This conundrum came at a time when the CSA has been given new life. The CPPA recreated itself as the Forest Products Association of Canada in 2001, hired a new director, moved to the national’s capital, and immediately began to set a path of “approachment” with the World Wildlife Fund and the Global Forest and Trade Network. While efforts to have the CSA formally interact with the FSC have proven difficult, the future path in BC, and in Canada as a whole, does now seem to rest on the ability of strategic actors, both within the FSC and the CSA, to recognize what kind of strategies are most likely to be effective given the environment within which they operate, and the broader constraints imposed by market-based governance. 


FSC international officials recognized these constraints. They supported changes made at their General Assembly that would require broader support from national initiatives before standards were sent to Oaxaca for approval. And in January of 2003 they proposed a compromise solution for the BC case in which standards would be approved, but subject to revisiting a number of the most controversial rules, and to involving forest companies directly in such revisions. Indeed, their report went out of its way to note that a number of the BC standards went “significantly beyond the requirements of the FSC P&C (Principles and Criteria) (Forest Stewardship Council 2003: 5).” And in a direct rebuke to the BC regional standards setting process for moving ahead without industry support, the report asserted that such high standards would require a “higher than normal degree of agreement (Forest Stewardship Council 2003).”

Canadian Maritimes

Forest certification gained support in the Canadian Maritimes, in contrast to BC, among environmental groups who had focused their efforts on domestic centered processes, with limited efforts or abilities to turn to European markets for resolution. Environmental groups had developed longstanding critiques about industrial forest practices in the Maritimes, particularly over the use of herbicides and biocides
, as well as how to maintain naturally functioning ecosystems, but they had met with only limited success in influencing forestry regulations and practices.  As a result environmental groups saw the FSC as a new, more hospitable arena, in which to force change and seek redress over their longstanding industrial forestry critiques. These environmental groups also sought linkages with organizations that shared their concerns about industrial forestry.  This included a number of small woodlot owner associations (some of whose leaders had a critique of industrial forestry practices that in many ways was more stringent than those of environmental groups
), and aboriginal groups who were attempting to gain increased access to the forest resource. 
 

The effort to seek redress from public policy approaches affected the structure and emergence of the new private networks, as these groups consciously attempted to shape an FSC process distinct from their public policy experience – one in which industrial interests would not be able to dominate. However, unlike many other FSC regional standard-setting processes in the United States in which industrial interests failed to participate at all in FSC policy networks (Cashore, Auld, and Newsom 2002: Chapter Two), the Maritimes process did indeed involve industrial participation from the region’s most dominant industrial forest company, JD Irving. Irving itself had seen the FSC as an opportunity to demonstrate to the world and the market place that it was indeed practicing responsible forestry. It saw FSC certification as a way of gaining positive outside evaluations, hoping to avoid and set a new path away from the acrimonious public policy debates.
 And for these reasons Irving broke ranks with most of its industrial competitors in North America by expressing considerable interest in becoming FSC certified (Lawson and Cashore 2001). Indeed, Irving had become interested in such third-party recognition even before the FSC had been created, and was in contact with Home Depot and the FSC certifier Scientific Certification Systems on this matter long before Home Depot finally made its 1999 announcement to support FSC style certification.

To this end, JD Irving had decided to proceed with FSC certification of its forest lands in New Brunswick even before the FSC regional standards network had even been created, relying instead on provisional rules developed by its certifier, Scientific Certification Systems, that had been approved by FSC international. This meant that while non-industrial stakeholders were saw the FSC primarily as a way of offsetting perceived industrial influence over public agencies, Irving saw support of the FSC as a way to recognize as environmentally appropriate its conception of industrial forestry, including the use of chemicals, biocides and intensive management. The stage was set for the development of an FSC process in which environmental, social, and small economic players outweighed industry interests – the inverse relationship of the public policy network approach in the Maritimes.

The lack of direction from FSC-International and FSC-Canada over rules for forming the FSC-Maritimes organization and drafting process
 meant that decision-making rules used in the Maritimes did not immediately adhere to the international “three chamber” format, or to the “four-chamber” format that ultimately prevailed throughout Canada. Instead, the April 1996 stakeholders meeting in Truro, Nova Scotia (known as “Truro I”) was dominated by interests opposed to existing industrial approaches. They created a nine member structure, of which only one came from large industry.
 There would be two representatives from each group forming the Technical Standards Writing Committee; the latter was to draft regional standards and refer them back to a second large meeting. This was a far more detailed system of (non-industrial) representation for stakeholder groups than those found at the level of FSC-International or FSC-Canada.
 

From the standpoint of stakeholder groups frustrated by their own perceived exclusion from formal decision-making roles in the public sector, this nine-group format was intentionally designed to limit the ideas and direction promoted by industrial interests. While the labeling of the process as following a “consensus”
 approach appeared to process open to new ideas and interests, patterned interactions were actually quite different.
 When it came time to address the key public policy controversies of the last two decades, JD Irving, the sole voice for large industry, became isolated. The majority’s commitment to “consensus” rules quickly dissipated, and the non-industrial interests attempted to direct and shape the final policy choices and policy responses without industry approval. Industry was left frustrated with the resulting draft standards, while social, environmental groups and disaffected small woodlot owners were relatively satisfied. 

Development of the Standards

Over more than two years, the technical standards writing committee met monthly for two- to three-day sessions. Step by step, the least controversial aspects of the draft standards were developed and refined, but the key public policy controversies noted above were not resolved. Public consultation meetings held in August and November 1997 and again in May 1998 drew considerable interest from the general forest policy community. On June 23, 1998, a second review meeting was held (known as “Truro II”), though industrial interests were fewer in number this time, and they appeared frustrated by their lack of influence in the standards process.

On July 15, 1998, a 19-member Maritimes Regional Steering Committee was established and given the task of developing the technical standards into regional working standards. About half the members had been on the technical standards writing committee, and reflecting the relatively closed (to industrial interests) network structure, Irving’s chief forester Blake Brunsdon was the sole industry representative. Just four days later, 12 of the 19 members of the Maritime Regional Steering Committee completed their review of the technical standards. Most notable was their attention to the wording on standards governing pesticides, herbicides and natural forest regeneration, which reflected the closed (to industrial interests and ideas) network structure and which contained very focused and non-discretionary wording that these groups had unsuccessfully lobbied for at the public policy level in New Brunswick [Duinker, 1999 #3, p. 47]. Reflecting the underlying patterns of closure in the private policy network, notably absent from this review was the sole industry representative, JD Irving’s Blake Brunsdon.
 

Irving later noted their opposition to the draft standards, citing issues of concern that mirrored the controversial issues governing the public policy climate – the use of biocides, chemical fertilizers, and questions surrounding regeneration
 The increasing debates about FSC decision-making rules and international principles being broken or not broken
 illustrated the influence of the network structure - the environmental and social interests long critical of industrial forestry and public policy networks had found a welcome home in the FSC private policy network, while industry had not. The strongest industrial supporter of the FSC in the region, JD Irving, had been and remained highly attracted to the idea of obtaining FSC certification to finally afford give their company some positive recognition and market advantages after decades of criticism. But the company was not at all attracted to the particular standards that were emerging from the FSC regional standards policy network. 

On August 1, 1998, under the auspices of the Maritime Regional Steering Committee, the environmental, social, and small woodlot owners who dominated the FSC private network quickly passed on their draft standards to the FSC national level, then known as the Canada Working Group. It was hoped that the September meeting of FSC-International would consider the standards. Instead, the Canada Working Group requested that the Maritimes Regional Steering committee reconsider their standards in light of standards developed elsewhere, which the Canada Working Group noted were fundamentally different with respect to the contentious issues noted above. Pressures from outside the regional network, this time from the FSC national level, were clearly requiring the regional network to reconsider its standards on biocides and conversion and for increasing forestland reserves (Boetekess, Moore, and Weber 2000: 4) Duinker, 1999 #3, p. 47]. Indeed, the story to follow largely centered on JD Irving’s efforts to bypass the regional standard-setting network by going to other levels in the FSC that they felt were more hospitable – similar to environmental group efforts in the 1970s and 1980s to bypass what they felt were inhospitable public policy networks. 

JD Irving’s efforts to bypass the FSC standards setting process, have largely shaped these highly charged political struggles. The stakes were enormous for both industry and the non-industrial interests. JD Irving had just earned its precedent-setting industrial certification
 at its Black Brook site under the more flexible Scientific Certification standards (approved by the FSC international as provisional until the Maritimes FSC standards were finalized).For decades the Black Brook site had been known for intensive industrial forest management and plantations, in which the use of biocides and the conversion of sites to single-species stands were key components. Yet with the looming draft standards on biocides and plantations about to become permanent, Irving faced a dilemma. It would have to either change its forest practices to adhere to the new rule in order to maintain its FSC certification, or launch a final attempt to illustrate why it believed its current practices should be FSC certified. Irving chose the latter approach, and after announcing on October 8, 1998 that Black Brook had been successfully FSC-certified, it immediately opened its site to review by other stakeholder in an effort to gain support for its approach to sustainable forestry.
 Indeed, Irving deemed the draft standards so costly to its operations that the costs would outweigh any economic and social-license benefits of being FSC-certified. 

To stay with the FSC in the Maritimes, Irving had to find a way to circumvent the standards setting policy choices of the FSC regional network. At the same time the environmental and social groups and their allies were equally adamant that choices made by the private policy network be permitted to stand. Caught in the middle were FSC national and international strategists focused on maintaining the FSC’s limited support from industrial forest companies in North America and who feared that losing Irving would send a negative signal to other companies who were then contemplating their own certification choices.

Irving appeals 

Irving increasingly focused their efforts at both the national and international levels, hoping to reverse key choices on biocides, chemicals, and natural forest regeneration. At the same time environmental groups sought to limit these efforts; indeed, the Sierra Club of Canada appealed Irving’s FSC certification – via provisional standards -- of Black Brook. The Sierra Club of Canada felt that if the FSC recognition of Black Brook were to stand, the FSC would entrench the status quo – the very approach against which they had spent decades campaigning. 

By November 1999, the domination by environmental and social groups of the FSC process was now openly apparent to all sides, and it intensified significant animosity between industrial forestry interests (represented by Irving) and the environmental and social groups long critical of industrial forestry. As directed by the FSC Canada Working Group, the regional FSC network members met on November 11, under the auspices of the Maritime Regional Steering Committee, to reconsider its standards on the key issues that had dominated public policy struggles for the last 30 years. Environmental groups and their allies announced that a consensus had now been reached among all participants on biocides (6.6.1 and 10.7.2), exotics (6.9.2) and conversions (10.1.1) [Duinker, 1999 #3, p. 47]. While debates continue between the two sides about whether there was indeed a fleeting consensus at this meeting (Boetekess, Moore, and Weber 2000: 29- 30), the next day Irving’s chief forester, Blake Brundson, made it clear that they could not support the standards. Yet the domination by non-industrial interests meant that this disapproval was largely ignored – the FSC process had made its choice clear and again sought FSC-Canada ratification without Irving support. 

As one international investigation into the Maritimes standards would suggest, relationships characterizing the network structure were so strained, and animosity so high, that every action was interpreted through very different lenses:

To varying degrees, the 18 [Maritime Regional Steering Committee members in the majority] came to believe that (Irving’s withdrawal of consent( was just another instance of (JD Irving) throwing its substantial weight around. To Mr. Brunsdon, it contributed to his perception that the Maritime standards process, and the Maritimes Regional Steering Committee in particular, was stacked against his employer and other large forestry interests (Boetekess, Moore, and Weber 2000: 30).

At this time Irving’s efforts to seek redress again at the Canada Working Group level, failed. Despite strong dissent from the lone industrial representative at the FSC national level, Tembec, the majority of board members at the Canadian level, most of whom were sympathetic to the environmental and social group interests, passed the draft standards on to FSC international for consideration and approval. In particular, the Canada Working Group requested advice from Oaxaca on the controversial biocides standards (Boetekess, Moore, and Weber 2000: 4, personal communication), hence acknowledging the issue as still requiring resolution. 

In December of 1999, Irving appealed to the international FSC level to have the approval overturned and registered formal complaints about the Maritimes process (Boetekess et al., 2000, p. 4, Duinker, 1999, p. 49). This appeal created consternation among those environmental and social organizations who dominated the regional standards policy network, and they made it known through confidential memos to the national office that any tinkering with their standard would delay the acceptance of hard-won regional consensus among all other participating stakeholders (personal interviews).

The FSC- International officials knew they had a problem. They needed to maintain the limited industrial support the FSC was gaining in the US and Canada, but they could not risk upsetting their most committed environmental and social advocates.
 The officials began to find a way out of this dilemma – an ill fated effort, we argue, given the existing and prevailing regional network structure. 

The FSC- International acted in two ways in an attempt to strike a delicate balance: it provided conditional approval for the standards in January of 1999 but also initiated a dispute resolution process at the Canadian level to address Irving’s appeal of the Maritimes majority submission. Preconditions for the approval included the requirement that: 1) standards would have to be “harmonized” with the standards of other FSC regions; and 2) a number of specific procedural requirements in the standards, including those for biocide use, would have to be re-examined (FSC-Maritimes, 2000, Annex 1, pp. 55-6). After three months, the FSC-International executive director was to assess the results. Any biocide standards still unique to the region would have to enjoy “significant agreement by all relevant stakeholder groups,” and even then, such standards would be reviewed after two years. 

These balancing efforts appeared to be removing some decision-making authority from the regional standards network, but other procedural changes were occurring that actually solidified the influence of the regional network. This is because “unanimity” and “consensus” approaches were now giving way to directions that there be “significant agreement.” And the Canada Working Group had defined “significant agreement” to mean a 50% majority in each of the houses
 and a 75% overall majority [Duinker, 1999 #3, p. 3] (Boetekess, Moore, and Weber 2000: 49-50, 76). This was an important, though poorly understood development. If applied to the FSC- Maritimes regional network, these “significant agreement” conditions could be met without industrial forest company support, since the small private woodlot owners involved with the FSC-Maritimes tended to side with the environmental and social majority. 

Disputes continued on several fronts in February and March of 1999. The Maritimes Regional Steering Committee met regularly to address Oaxaca’s preconditions and on February 22, the Canada Working Group dispute resolution process began to consider Irving’s appeal of the Maritimes process. And now, other industrial interests, concerned with the proposed standards, stepped up their interest in participating in the regional standards process. Recognizing the difficult road ahead and the need to think strategically about its commitments to certification, Irving cultivated certification credentials beyond the FSC-Maritimes. It had its Black Brook operations successfully audited under the systems-based International Organisation for Standardizatoin (IS) Environmental Management System (JD Irving Ltd. 1999) and continued the FSC certification in northern Maine that it had begun in 1998. 

As expected, given our story to date, talks again deadlocked repeatedly between industrial participants on the one hand and the majority of the network on the other. The Maritimes committee was not given any new or different means of approving standards ] (Boetekess, Moore, and Weber 2000: 4, personal communication), and the network structure simply did not permit unanimous consent for a new approval process. While a number of revisions were made to the draft standards in the course of these evaluations, efforts to gain industrial support for a final overall package failed.
 

Faced with essentially the same dilemma in September 1999 that it had repeatedly faced during the spring and summer, the FSC regional process did not come up with any new solution to the fundamental and underlying structural and policy issues. Meanwhile the dispute resolution process, for the most part, ruled against Irving’s appeal of the Canada Working Group’s support of the draft standards. 

Recognizing that this ruling could create the last straw for Irving and undermine general efforts to obtain industrial support for the FSC, officials in Oaxaca did attempt to find an innovative solution. They did so using a three-pronged approach. First, Oaxaca required reforms to representation and decision-making requirements that they believed would make more balanced future power relationships amongst participating stakeholders in the region (Forest Stewardship Council. Maritimes 2000) 

[FSC-Maritimes, 2000 #84, Annex 4, pp. 59-60](Boetekess, Moore, and Weber 2000: 39)[Duinker, 1999 #3: 1, 49].
 Second, Oaxaca commissioned a leading forest academic from the region, Peter Duinker, to report on whether the Maritimes Regional Steering Committee had reached the level of agreement FSC-International had required of it, notably on the biocides issue. In November, given Irving’s dissent, Duinker concluded it had not (Duinker, 1999, pp. 51-2), and a high-ranking FSC delegation to Halifax confirmed this personally. Third, Oaxaca proposed to intervene on the most controversial issue, changing regional standards governing the use of biocides in the following way: certifying firms would have to make a clear, demonstrable commitment to phase out biocides, but they would not be required to meet an explicit time-frame. Oaxaca was clearly trying to show its best face to industry in general and to Irving in particular. Indeed, its denial of the Sierra Club’s appeal of the Black Brook certification -- on the grounds that key appeal documents had been filed late – coincided with these efforts and was seen by some as an attempt to show good faith to industrial concerns. (But the denial of the Sierra Club’s appeal also worked to reinforce the regional network divisions between industrial interests on the one hand, and environmental, social and woodlot owners on the other.)

It was a compromise approach fraught with difficulties, as divisions and hostilities were so entrenched that it pleased no one - neither Irving, nor those that dominated the regional standard-setting network. The effort to have the Maritimes standards reviewed in two years (Forest Stewardship Council. Maritimes 2000: Appendix IV, pp. 53-56) was met with opposition from both Irving and environmental groups. Irving felt it could not afford to wait two years to resolve these matters and environmental groups feared they would lose in two years time their hard won efforts at the FSC regional level. Despite the efforts to broker a solution, there is little doubt that the FSC-International officials knew they could not veer far from the standards that had come out of the regional network. On December 20, 1999, FSC-International endorsed this package and all remaining non-controversial standards. 

Faced with this response, on December 29, 1999 Irving publicly broke with the FSC-Maritimes process, returning its Black Brook certification and characterizing the Maritimes Regional Steering Committee as unrepresentative and biased (Brunsdon 1999; Canadian Broadcasting Corporation 1999).
 Additional key stakeholders in both Canada and the US were also publicly very critical of the FSC-Maritimes process, and still more pressed for clarifications. Two key US voices wrote of a crisis of ”North American proportions” (Kiekens 2000: 2; Boetekess, Moore, and Weber 2000: 57, personal communication), and indeed, the crisis did send a signal to industrial forest companies elsewhere that it could be dangerous to commit to the FSC in advance of regional standards – as the rules of the game could change significantly.

The FSC-International published a detailed response to Irving’s withdrawal on January 10, 2000 that accelerated procedural reform (Johansson and Synnott 2000). It promised cross-border standards harmonization and an official commission of enquiry into the Maritimes process during which other forest certification processes would be suspended. On January 13, the Canada Working Group and the Maritime Regional Steering Committee also agreed to accelerate the transformation of its public involvement through a process of outreach and membership-recruitment, leading up to elections for a new regional group (Forest Stewardship Council. Canada No Date). They also agreed to the CWG’s control and third-party facilitation during the transition. By February 23, the commission of inquiry was launched (Boetekess, Moore, and Weber 2000: 10). Meanwhile, however, critics of Irving maintained their pressure on the FSC-Irving relationship. In January 2000, the Sierra Club of Canada and its regional allies registered a new complaint about Black Brook, based on controversial allegations that biocides Irving had used there were forbidden under FSC principles [Sierra Club of Canada, 2000 #159] (Restino 2000, personal communications).
 

Subsequent planning and regional consultations went ahead, but difficulties remained, such as those occurring during a June 2000 Moncton meeting held for the purposes of electing a new regional working group on the basis of FSC-Canada decision-making rules. It was to elect four houses, using the Canadian voting rule for decision-making (50% for each chamber/75% overall voting). While participants did elect three of the four new regional “‘houses’”
 the economic house remained split after repeated attempts to achieve agreement between large industrial forest interests and small woodlot owners. aAt stake, under the new rules, was the potential veto power of either stakeholder group over future standards decisions. Once again the existing network structure impeded efforts to formally reconstitute a different group. 

While many FSC supporters in the Maritimes continue to seek a reconciliation with Irving, the relationship appears to have been permanently damaged. Irving has remained disconnected from the FSC-Maritimes process following the Moncton impasse [Canadian Sustainable Forestry Certification Coalition, 2000 #14, personal communications]. While two members have been chosen for the economic house at the time of writing, large industry, though central to the regional forest economy, still does not have a representative on the new working group. 

The FSC-International commission of enquiry, reporting in May 2000 (Boetekess et al., 2000), accepted as appropriate decisions made by FSC’s officials at the international, national, and regional levels. But the commission also translated many of the lessons from the regional controversy into an impetus for wider institutional change within FSC-Canada.
 Irving has maintained its withdrawal of the FSC in the Canadian Maritimes and while initially maintained its support for the FSC in the US Northeast, eventually walked away from the FSC completely in 2003. 

Conclusions: Non-state Governance


The British Columbian and Maritimes experiences with certification reveal strong interest in the structure and form of non-state market driven governance, but strong uncertainty and changes about which programs companies deem appropriate, as companies attempting to take advantage of the “green shield” or “market access” associated with FSC certification, would also be required, as profit-maximizers, to assess these benefits from the increased costs associated with each region’s standards setting processes – ones that were ultimately decided years after the FSC first emerged on the scene, and ones that resulted in a conception forestry much closer to conception one noted above. And with industrial interests ultimately marginalized in the standards setting process, FSC support dissipated. At the same time support for forest certification did not appear to wane – as companies maintained their support for the CSA, or opted to join the US-based SFI program.

And despite experiences of BC and Maritimes, the decision of Eastern Canadian giant Domtar to join Tembec in pursung FSC certification (Newswire 2003, 2003)gave the FSC new life in Canada. As part of its efforts to engage environmental groups including the innovative Boreal accord (Canadian Boreal Initiative 2003), Domtar made the strategic choice that the good will and market access issues associated with FSC certification made its support worthwhile. And with environmental groups and other FSC supporters “learning” from the BC and Maritimes experiences, all parties seem intent on finding a negotiated solution to standards for the FSC Boreal forest standards. It would appear then, that the Boreal process could be a watershed – revealing that the FSC can be supported by industrial forest companies in Canada – or arguably placing the final nail in the FSC coffin.

Conclusions: Lessons from the Non-State Market Driven Governance 


The story above illustrates two key themes that pervade forest certification as non-state market driven governance system. First, forest company support along the supply chain is not unconditional --support from profit-maximizing forest companies for non-state market driven governance necessarily requires some kind of evaluation that it is in the company’s economic self-interest. Hence market campaigns matter and influence company evaluations but the demands placed on the companies must be such that the perceived benefits of supporting FSC style forest certification outweigh perceived costs. This means that even in a region where all the factors facilitate market based strategies, FSC style certification must still fit within some kind of economic cost/benefit analysis. In the case of BC and the Maritimes the standards were perceived to be so high, and the impacts so costly, that initial support dissipated as promoting the FSC as a province wide industry standard. Second, BC’s experience reveals in 2002 that the FSC itself is not a unified body and that strategic decisions are not often made at the same level within the organization, nor with the same goals in mind.

What is clear is that any description and explanation of certification must take into account how non-territorial based supply chains interact with existing territorial-focused governmental and rule-making institutional apparatuses. Specifically it appears that it matters whether the non-territorial supply chain is located in one country or across countries – that is whether the staples extracting primary industries depend on domestic or external markets. But unlike the political project of some staples-state scholars to create a more self-sufficient economy in which pattersn of production associated with “hinterland and metropole” concepts arecontained in the same region; here it appears easier to force change when value added and consumers are outside of the territorial boundaries in which the staples extraction occurs. That is, environmental groups were able to access European markets much more quickly and efficiently that domestic markets – in part because decisions to boycott BC timber would suffer no backlash that would have most certainly occurred if Canadian producers had made such a decision. Conceptions of state and territorial-based political identity then, and their intersection with non-state forms of market authority, appear key in describing and understanding non-state market based governance works to produce change.

And while debates still continue about which programs ought to be conceived of legitimate, support for non-state market driven governance systems itself is becoming increasingly entrenched (Figure 1). Recently the Forest Products Association of Canada made a decision to require all of its members to undergo independent third party certification of its forestry operations by 2006– leaving open to individual companies whether the supported the FSC, CSA or SFI (Canadian Business and Current Affairs 2002). Moreover, the Canadian forest sector now contains more certified forest land than any other country (Figure 2). And drawing on the forestry model certification systems have now emerged (Bernstein 2004) to govern fisheries(Simpson 2001), coffee production (Sasser 2002; Transfair USA 2000), food production, mining, textile production and even tourism.  What is certain is that for students of the staples state, non-state forms of authority are increasingly crucial to understand how staples production might be regulated and/or regulated, and the impacts and consequences of doing so. 

Figure 2: Amount Forest Land Certified by Country
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Part V: Conclusion

Chapter XV - A multidisciplinary consideration of the staples state and natural resource policy regime governance - Adam M. Wellstead, Debra J. Davidson, Richard C. Stedman, and Evert A. Lindquist

1. Introduction

Canada’s relatively abundant natural resources remain an important determinant of its cultural, economic, political, and social fabrics.   As illustrated in the earlier chapters, staples, the role of the state and natural resource industries continue to be a topic of considerable interest for political economists.  Over the past twenty years, resources such as offshore petroleum and aquaculture have emerged, along with traditional staples such as agriculture, fisheries, mining, electrical energy, and oil and gas production, as new venues of investigation.  The controversial issue of bulk water exports to the United States has also been considered as a timely arena for scholarly debate.   A number of common influences, most notably, a high level of state engagement, globalization and subsequent trade liberalization, environmental group pressures, First Nation’s land claims, and the threat of domestic resource depletion are identified as common to all natural resource sectors and explain the attraction for research in this area.  Related to these influences is the growing degree of complexity involved in understanding each of these sectors. Complexity within resource sectors can be explained in part by the overlapping of the above issues and sectors, the increased number of non-state actors vying for influence combined with the willingness of state officials to share power with them, and the evolutionary impacts of federalism upon resource sectors (Lindquist and Wellstead 2001).

There has been a simultaneous interest in the impact that these factors have had at the “meso” policy-making level (Howlett and Ramesh 2003).  Recently, Howlett’s (2002) edited volume: Canadian Forest Policy provided a detail examination of forest policy change using the forest policy regime approach.   This approach considers the interaction between actors, institutions, and ideas in the context of background conditions that produce "distinctive policy outcomes" (Cashore et al 2001).  In Canadian Forest Policy, Lindquist and Wellstead (2002) acknowledged the growing complexity and influences within the forest sector. In response, they introduced a number of policy process frameworks.  These frameworks allow for systematic comparison of sectors and, in the case of the advocacy coalition framework, hypothesis testing. 

A third disciplinary approach to understanding the state is an empirical treatment of the variety of policy actors, in particular their behavioural characteristics such as their attitudes, values and beliefs.  Quantitative studies within the Canada natural resource using survey methods have been limited.  However, such behavioural information may elicit inferences about the policy-making making process.  The goal is to go beyond the particular observations collected and infer beyond the immediate data to something broader that is not directly observed (King et al 1994).  

Therefore, there are three very distinct audiences that seek to understand the state: the political economist, the policy scientist, and the applied analyst.  It is usually the case that distinctive academic silos still persist with few opportunities for collaboration.   However, each discipline seeks to comprehend complexity within each of their respective fields.  This chapter bridges these three disciplines and discovers that there are linkages that result in synergies that strengthen our understanding of the study of “the” state.  The complexities found at the macro level link directly with the evolution of meso/sectoral level policy frameworks.  Finally, a quantitative treatment of policy actors provides a systematic blueprint to compare different sectors.  In this chapter, the Canadian prairie agriculture and forestry policy communities are highlighted.

Previous chapters in this volume have raised considerable debate and discussion about the changing nature of staples production, its role in Canada’s economy, and the emergence of a “post-staples” state.  This chapter focuses on a multi-disciplinary regional conceptualization of the state and the subsequent governance of and the within increasingly complex natural resource policy regimes.  While some jurisdictions such as Ontario and Quebec are no longer reliant upon staples production and provinces such as British Columbia may, as argued by Hutton (1994) (this volume), be in the transition to a post staples state there are provinces and regions that continue to be highly reliant upon and shaped by staples-based economies.   We argue with Wallace Clement’s (1989) interpretation that “staples are no longer the explanation but the object of investigation” when in fact a multi-disciplinary view of natural resources is simultaneously both of these things.   Staples production continues to shape the direction of many provincial states, particularly those in the prairies.  As a result, significant systemic staples oriented policy paradigms - oil and gas production in the case of Alberta and agriculture in the case of Saskatchewan’s agriculture sector - actually continue to promote overall state direction.  Within natural resource sectors themselves, there are also many longstanding staples-based institutional legacies and path dependencies that continue to determine policy outcomes.  For example, it has been argued that the lease based forest tenure system has prevented non-timber interests from being concerned or preventing other interests having meaningful policy input   (Howlett and Rayner 1995).   Staples also remains the object of investigation but within a multi-casual and multi-level system that Bob Jessop (1999) argues involves both “the governance of complexity and the complexity of governance.”  Staples production has become more complex as well as the governance of staples production.  In this chapter we examine the interplay between staples, the state, and existing policy process theories and frameworks.  Finally, we highlight some empirical results from a survey of Prairie agriculture and forestry policy actors.  By making these theoretical and empirical linkages, the research undertaken in this field will become salient to a larger audience beyond the political economy discipline and include public managers and policy makers.

This chapter first outlines the nature of staples production within the Prairie provinces.  This overview reveals that staple production; in particular agriculture, forestry, and oil and gas continue to influence the long-term economic and policy direction of its provincial governments, despite their desire for economic diversification. The second section examines the relationship between the “provincial” state and staples production.  Here we provide a synopsis of the previous theoretical considerations of the state by the early staples theorists as well as the “new” political economy literature of the 1970s and 1980s.   The second and substantive part of the section delves into the literature concerning the complexities of the contemporary modern state.  Particular attention is paid to neo-pluralist literature as well as Bob Jessop’s (2002) conceptualization of the competitive state, metagovernance and its implications for governance. While Jessop advocates the emergence of a Schumpeterian national competitive state that stresses the role of innovation, technology, and capital accumulation.  We argue that resource dependent provincial states may resemble Ricardian competitive states that are focused on the importance of exploiting the most abundant and cheapest factors of production and dependence upon the static efficiency in the allocation of resources to minimize production costs (Jessop 2002).   The section also borrows from Joel Migdal’s anthropological analysis of the state and the need to disaggregate state and society from the macro level theories of the state to an understanding of the mid-range.  By doing so, some popular and emerging policy frameworks are introduced and discussed in the following section in order to understand governance with staples state.  These include the policy community, policy networks, advocacy coalitions, agenda setting, and punctuated equilibrium.  The final section provides an example of the empirical considerations of  policy-making in the Prairie agriculture and forestry policy communities.  The results come from an online survey of its policy actors.
2.Staples and Post-staples Economies

The staples thesis is an export led model of economic growth that examines how a natural resource endowment leads to the autonomous demands for exports, their spreading effects (linkages) to the rest of the economy, and to technological changes.  From the 1920s through to the 1940s, economic historians, in particular, W.A. Mackintosh and Harold Innis applied the staples thesis in order to explain Canada’s early economic development. Although the staples thesis has lost a great deal of its influence as an explanatory variable for modern Canada’s economic growth and development, some Canadian political economy scholars have produced works with a strong staples thrust in their research.  Its remnants can be found in regional based studies of resource development and underdevelopment.  For example, Marchak’s (1983) analysis of British Columbia’s declining forest economy and its impact upon labour and forest dependent communities in Green Gold centres on the staples thesis.  

The prevailing view of Canada’s economy, as well as some provincial economies, is a shift from dependence on staples production to that of  “post-staple” based economy.  In Hutton’s (1994) analysis of British Columbia’s changing economy, he found that a post staples economy featured a substantial depletion of natural resource endowments combined with well-established export markets for principal staple commodities.  Coupled with resource depletion, Hutton found an increasingly capital and technological intensive resource extraction processes.  This trend was due to, in part, increasing competition from lower-cost staple regions.  Along with the changing features of the staples production was the transformation from pure extraction to increased refining and secondary processing of resource commodities as well as a rapid sectoral shift towards the service sector.  Finally was British Columbia’s integration within the Pacific Rim trading region.  Similar observations have been made about the post staples evolution of British Columbia’s forest economy (Barnes and Hayter 1997),  (Hayter 2000).  Moreover, in this volume, Hutton highlights the emergence of the city-region as a “salient feature of national development” over the past several decades.

Table 1. Economic indicators for Canada’s natural resource sectors

	Year (2002)
	Forestry
	Minerals
	Energy
	Total 
Natural
Resources
	Canada

	Gross Domestic Product
($ billions)
	$29.9
(2.8%) 
	$38.1
(3.6%) 
	$65.3
(6.2%) 
	$133.3
(12.7%)
	$1 050.9
(100%) 

	Direct employment
(thousands of people)
	361
(2.3%) 
	355
(2.3%) 
	225
(1.5%) 
	941
(6.1%) 
	15 411
(100%) 

	New capital investments
($ billions)
	$2.7
(1.3%) 
	$4.5
(2.2%) 
	$38.2
(18.6%) 
	$45.4
(22.1%) 
	$205.3
(100%) 

	Trade ($ billions) 

· Domestic Exports
(excluding re-exports) 
	$43.1
(11.8%) 
	$47.7
(13.1%) 
	$49.7
(13.6%) 
	$140.5
(38.5%) 
	$365.1
(100%) 

	· Imports 
	$10.5
(3.0%) 
	$47.2
(13.5%) 
	$17.3
(5.0%) 
	$75.0
(21.5%) 
	$348.4
(100%) 

	· Balance of trade
(including re-exports) 
	+$32.6
	+$1.9
	+$33.2
	+$67.7
	+$47.9



Source: Natural Resources Canada (2003)

Table 1 above supports argument that Canada’s resources are declining in importance. Less than 7% of Canada’s economy is employed in natural resource sectors and they contribute to less than 13% of national GDP.  Also, Canadian exports of resources more than doubled between 1990-2001, growing from $72.0 billion to $167.5 billion or annual rate of growth of just under 8.0 per cent for the period (Department of Foreign Affairs and International Trade 2003).   However, this resource-based growth rate was less than the 10.7 per cent average annual rate recorded by non-resource exports, which increased from $76.9 billion to $234.8 billion (Department of Foreign Affairs and International Trade 2003).   However, a provincial consideration of the economic importance of natural resource trade—the heart of staples based research-- reveals a greater importance place on the natural resources sector. Thus, over the 1990s, the resource sector’s share in total exports has dropped steadily from about half of total exports in the early part of the decade to below 40 per cent beginning in 1998 before recovering somewhat to around the 40 per cent level in recent years (Department of Foreign Affairs and International Trade 2003).
Table 2. The role of resources in provincial exports: 1997-2001 average

	
	Revealed comparative advantage
	Export dependency

	British Columbia
	1.87 
	75.87

	Alberta
	1.97 
	79.95

	Saskatchewan
	2.19 
	88.56

	Manitoba
	1.42
	57.41

	Ontario
	0.46 
	18.60

	Quebec
	0.99
	39.99

	New Brunswick
	2.24 
	90.60

	Nova Scotia 
	1.59
	64.30

	Prince Edward Island
	1.94
	78.76

	Newfoundland & Labrador
	2.38
	96.48

	Yukon
	2.13
	86.20

	Northwest Territories 
	2.45
	99.08

	Nunavut
	2.46
	99.64


Source: Department of Foreign Affairs and International Trade 2003
The role of resources in the various provinces is best demonstrated by two sets of statistics in Table 2. The first, revealed comparative advantage, shows the ratio of the provincial share in resources trade to the national share of resources in total trade. If this statistic is greater than one, then the province trades relatively more in natural resources than it does for all other commodities. Conversely, if the ratio is less than one, resources are less important for their overall scheme of provincial trade. The second set of statistics is a dependency ratio that shows the share of natural resources in total provincial trade. This statistic indicates that trade in resources accounts for a certain percentage of total provincial trade.   Both Ontario and Quebec had revealed comparative advantage scores less than one (0.46 and 0.99 respectively) and an export dependency less than 40% (18.6% and 39.99% respectively).  High reveal comparative advantage and export dependencies were evident in nearly all provinces and territories except for Nova Scotia and Manitoba.  Therefore Alberta and Saskatchewan are highly dependent upon natural resource sectors.  This dependency is highly differentiated between the two.  Alberta’s natural resource sector is dominated by the oil and gas sector while agriculture is the leading sector in Saskatchewan.  Manitoba, on the other hand, has both a more diversified economy and diversified natural resource sector.  No one-resource sector dominates and includes such sectors as agriculture, forestry, mining, and hydropower.  Furthermore, Manitoba is a crucial transportation hub. As a consequence, transportation, an indirect but important staple related service sector plays an important role in Manitoba’s economy (4.7% of GDP and 20% of foreign based commodity exports) (Manitoba 2004).  The variety of economic compositions and natural resource endowments in the three Prairie provinces illustrates that state responses will also differ.  The next section reveals the complexities involved in understanding such responses.

3. Lenses on Approaching the  Provincial Staples State 

The regional economic importance of differentiated staples production illustrates the need for a provincial focused consideration of the state.   In this section, past literature dealing with the relationship between staples production and the state is critically examined.  The first treatment focuses on the underdeveloped nature of state within the staple’s thesis and it’s related historical economic research.  The second approach examines the state and staples production within the context of Canada’s capitalist underdevelopment. We provide an alternative and more sophisticated conception of the state that allows the linkage to meso-level and empirical based research.
Many argue that the state played an underdeveloped role within the staple's thesis literature.   This is combined with the criticism that the early staples writers were concerned with a deterministic (economic, geographic, or technological) conceptualization of Canada’s historical development  (Winks 1962) (Albo and Jensen 1989).  As a result, the state and its actions revolved around the facilitation or impacts on resource development.  This was often interpreted in terms of the impacts of colonial policy decisions, for example the 1831 Colonial Trade Act  or the 1854 Reciprocity Treaty, upon Canada's economic environment.  Finally, it is argued that political factors such as institutions, parties, elections, and public policy-making were often undermined in the shaping Canada’s political economy by the staples theorists (Howlett et al 1999).   These shortcomings are indeed problematic because natural resource production was, up until the latter part of the 20th century, the key driver of Canada’s economy (Hessing and Howlett 1997).

There are two overlooked aspects of such criticism of the early staples-based political economy.  First, while the staples theorists overlooked the macro-level influence of political factors on Canada’s economic development, there was very little incentive for them to actually to chronicle in terms of state involvement and state related organizations in the regional administration and management of natural resources. Until the beginning of the 20th century, state involvement was sparse to non-existent in all sectors.  For example, in Innis’ (1930) The Fur Trade in Canada: An Introduction to Canadian Economic History, the administration of the early fur industry revolved around the interaction of two large mercantilist companies and their officials, namely the Northwest and the Hudson's Bay Companies, with the early traders.   He notes that"[I]t was significant, however, that business organization was of vital importance [to the development of Canada's fur trade]" (Innis 1930 p.387).  In the conclusion, Innis does acknowledge the staple related business linkages with early Canadian state: "The lords of the lakes and forests have passed away but their work will endure in the boundaries of the Dominion of Canada and in Canadian institutional life" (Innis 1930 p.393).  

Similarly, in the forest sector, the Dominion Forestry branch within the Department of the Interior, the precursor of today's Canadian Forest Service was established in 1899 and was charged with the "protection of standing forests on Dominion lands" (Canada 1918). In 1918, the Dominion Forestry branch employed 562 members of which only 44 were "technically trained foresters" (Canada 1918).  The Commission (1918) also highlighted the challenges of forest administration on Provincial lands. 

In the early stages, forest matters were dealt with by the officials of the Department of Lands.  The work centred chiefly in Vancouver, at the office of the timbers inspectors.  A forest ranger with a launch patrolled the 700 miles of coast-line between Vancouver and Prince Rupert.  The forests of the interior country were administered by collectors, who paid occasional visits in quest of royalty due from operators who had cut Crown timber.  In those days, even though logging operations were conducted on a small scale, this slender staff was unable to cope with the situation effectively (p115).
Prior to World War I, state involvement by either level of government in forest matters was very limited.  Not until concerns about the depletion of forests were seriously raised--at the 1906 Canadian Forest Convention in Montreal--by a newly emerging cadre of forest professionals, that consideration for increased governmental involvement in forest conservation was entertained.   At the 1909 North America Conservation Conference saw the emergence of a movement made up of concerned professionals and private citizens agitated for coordinated natural resource policies and programs (Burton 1972, p.29). Therefore, it is not surprising that the state was conceptualized in such a deterministic manner in the pre-20th century discussion of staples development.  

The minimal state conception contrasts with early 20th century treatment of state involvement and “new generation of staple” by a number of staples theorists in the 1920s and 1930s.  Between 1901 to 1931, Canada’s net migration increased in the 1901-11, 1911-21, and 1921-31 period by 716,000, 232,000, and 229,000 respectively (Marr and Paterson 1980).  This influx is largely attributed to the Prairie wheat boom and as such the populations in three Prairie provinces received many of these immigrants (Marr and Paterson 1980).  The populations of Manitoba increased from 152,506 to 461,394 between 1891 to 1911, Saskatchewan had grown from 91,279 to 492,432 between 1901 and 1911, and Alberta grew from 73,022 in 1901 to 374,295 in 1911 (Innis 1943).  Attracted to free or inexpensive landholdings, the area of Prairie land in farm holdings according to census data increased from 5.9% in 1881 to 52.9% in 1911.  By 1971, this rate was 78.7% and 81.4% by 2001 (Statistics Canada 1995).  Other sectors such as mining and forestry also experienced significant expansions during the 1900 to 1930 period (Marr and Paterson 1980) (Innis 1935).  

Accompanying the demographic and economic expansion of the agriculture sector was the emergence of political activity. This is exhibited with the formation of the agricultural cooperative movements and many of the Prairie agricultural organizations such as the Manitoba Grain Growers' Association and the Alberta Farmers' Association, some of which continue be in operation today.  These cooperative movements were founded on transportation difficulties more specifically the protests against freight rates (Innis 1943).  These pressures resulted in the establishment of the 1899 Royal Commission on the Shipment and Transportation of Grain in Manitoba and the North-West Territories and the 1906 Royal Commission of 1906.   This led to the beginning of farmer owned elevators.  In 1912, as a result of the Canada Grain Act, was the establishment of the Board of Grain Commissioners to supervise grains inspection and regulate grain trade.   Fowkes early work on agriculture cooperatives provides a rich narrative of the interaction between farmer-based organizations and the state.  From this analysis, it is clearly abundant this research outlined the nascent formation of what policy scientists would refer to as “policy communities and policy networks.”  

While the issue of marketing and prices dominated the early 20th agriculture sector, conservation became to the forefront of the Canadian forest sector. Between 1918 and 1922 pulpwood production had quadrupled and there were over 300 pulpmills throughout Canada. The push for conservation-oriented policies is documented in the civil servants within the Dominion Forest Branch (Gillis and Roach  1986).  This concern also resonated within the Provincial departments of forests.

Broadie (1989) states that Fowkes emphasis on policy directs attention in the political creation of uneven development and makes the state a necessary focal point in the study of the political economy of regionalism.  State strategies along with staples production were also important in determining patterns of accumulation.  Broadie (1989) also points out that one of the major contributions of the  early political economy was the role of the state and state policy and the movement away from the assumption that the periphery had no autonomous capacity for change.
The second treatment of the state and staples has been referred to as “a marriage of Marx and Innis” (Berger 1987).   “Innis,” Berger (1987) argues “became a cult figure" for many Canadian political scientists in the 1970s and 1980s.  Known as the "new" political economy, it abandoned both pluralist and neo-instrumentalist accounts of the state as a neutral forum (Albo and Jensen 1989).  Instead, the focus was on the relationship between class, power, and state structures.  Watkins (1982), Clement(1975), Naylor (1972), and other Marxist-based theorists amended the staples thesis as an explanation for the underdevelopment of Canada’s economy.  The Latin dependency school was also popular during this time.  This was particularly the case of regional based studies (Nelles 1974), (Veltmeyer 1979), (Sacouman 1980), (Clow 1984).  Others (Macpherson 1953, Pentland 1959, and Ryerson 1968) argued that the state supported the interests of regional ruling capitalist class.  One of the problems facing the new political economy approach and its examination of the state, staples, and class centres on the long-standing debate amongst Marxists about the relative autonomy of the state from the ruling capitalist class ranging from instrumentalist, structural-functionalist, and Gramscian interpretations.  

At the root of the problem is a limited conception of the state’s multiple arenas of influence.  Migdal (2001) argues that by “presenting states or civil societies as holistic, some scholars have given the misleading impression that at key junctures in their histories states or societies have pulled in single directions” (p.98).  Furthermore, Migdal states that by treating the state as an organic entity and giving it “ontological status” many, particularly, Marxists, actually obscure struggles within society.   Block’s (1977) eloquent piece reminds us that state managers also play an integral role within the state apparatus and the maintenance of the capitalist system.  Migdal (2001) concurs by drawing attention to the dynamic of the state’s engagement with social forces by considering the multiple levels of the state.  “Social scientists” he states “must develop a new anthropology of the state.”  The state is simply not a reflection of the will of its leaders but an arena where social forces and groups interact.  Within the state the  “calculus of  societal pressures” differs markedly.  Migdal identifies four levels of state organization affected by such pressures: the trenches (similar to Lipky’s (1980) street level bureaucrats), dispersed field offices, the agency’s central offices, and the commanding heights  (the executive leadership).  Social scientists have focused their attention on last component of the state while taking the other layers of the state for granted.  Unfortunately, how the state interacts with societies rarely reflects the policies developed by state leaders or state agencies.   Similarly, Heclo (1978) states that many policies have been most directly influenced by middle at the interfaces of various groups.  "While not the most powerful participants, these agents of change have usually had access to information, ideas, and position outside the normal run of organizational actors.”
The above two approaches of the state in staples based economies are deficient.  A proposed conceptualization of the state borrows from neo-pluralist literature as well as the recent commentary of the state by Jessop and Migal is highlighted.  From the above critique, the organizational complexities, regional considerations of the resource sector, and the related policy outcomes are included.  By doing so the dynamic nature of the contemporary staples economy can be understood within the context of complexity found within contemporary systems of governance. 

Neo-pluralism is well developed literature that understands the state within advance modern industrial society and the problems of modernity (Dunleavy and O’Leary 1987).  The whole thrust of modernization has led to increasing differenciation in the systems of society and the state.

The characteristic neo-pluralist response…has been to dwell on the problems of modernity.  They ask what distinguishes advanced society industrial society from previous epochs, and deplore attempts to analyze social development and social problems with crude, anachronistic or ideological theories or frameworks.  In their place neo-pluralists suggest a much more sophisticated liberal analysis centering on the operations of large coporations and the modern extended state, sensitive to the problems and deficiencies of current social arrangements, but coldly realistic about the limited scope for reform…it urges the necessity for updating our intellectual toolkits to cope with the inherent complexity of modern social systems (Dunleavy and O’Leary 1987272-273).

Neo-pluralism’s intellectual roots are eclectic ranging from political scientists such as  Lindblom’s (1977) Politics and the Markets, “unorthodox economists”  such as Gailbraith (1962) (1969) (1974), Williamson (1975), or Myrdal (1975) as well as organizational theorists (Etzioni 1968; Laumann and Knoke 1987),  and cultural theorists (Habermas 1971; Bell 1973).

From a neo-pluralist perspective, the state is neither a structure for capitalist class rule nor a neutral umpire adjudicating between competing claims of social groups.  Rather, the “state is an autonomous social formation whose strategies emerge from the basic organizational imperatives of competing with environmental uncertainties, resource scarcities, and socio-legal constraints” (Laumann and Knoke 1987).  

Neo-pluralists highlight the structural differentiation within the state, increased control over societal resources, and expanded intervention into the economy and society.  This they argue is also accomplished by a parallel transformation of social segments into organized interest groups Dunleavy and O’Leary (1987).  Williamson (1975) points to the influence of social values and institutional arrangements on economic arrangements, namely the importance of the large corporations and the extended state.  Neo-pluralists point to government intervention in sustaining corporations. The boundaries between the public sector and private interest groups become blurred in the policy making process leading to a state organization that stresses the fragmentation of government and the resulting professionalization and a professionalized public administration. (Richardson et al 1982).  While new challenges, in particular globalization and neo-liberalism popularize political economy lexicon, the neo-pluralist concepts still remain relevant.  For example, Skogstad (2000) highlights the mediating effects of domestic institutions in light of globalization. 
The challenges associated with modernity identified by the early neo-pluralists, combined with Migal’s multi-layered anthropological conception of the state leads to another factor, namely the complexity  of governance.  Bob Jessop’s recent (2002a) discussion of the competition state, hetearchy and meta governance provides a insights into the changing dynamics of the modern state which will enviably have an impact on understanding the staples state. Jessop (2002a 2002b) examines the destablization and decline of the Keynesian welfare state and the rise of the Schumpeterian (name after the Austrian political economist) competition state within post-industrialized western countries.  The ‘generalized Shumpetearian competition state’s orientation is “the concern with innovation, competitiveness and entrepreneurship tied to long waves of growth and pressures for perpetual innovation” (Jessop 2002a).  Such a state must facilitate one the key feature of nearly all capitalist economies, the transformation from an industrial to a knowledge-based economy.  

Some of the key characteristics of the Schumpeterian competition state include, changing regulatory frameworks to facilitate market flexibility and moblility, the liberalization and deregulation of foreign exchange (that will facilitate the internationalization and acceleration of capital flows), modifying institutional frameworks for international trade (the harmonization of technological, economic, juridicopolitical, sociocultural and environmental issues), promoting national-level industries and their ‘global spread’, and engaging in place-based competition in an attempt to fix mobile capital within the state’s own economic spaces and thereby enhancing interurban, interregional, or international competitiveness (Jessop 2002a).  Hutton’s discussion of transnational urbanism (this volume) as the leading agency of economic growth and change and the movement away from a policy emphasis on resource development is a corollary impact of the emerging Canadian Schumpetarian competitive state.   While Jessop dedicates most of his discussion to the emerging Schumpetarian competition state, he does highlight other forms of competition that may lead to other forms of political action.  Another competition state that may prove to be relevant to our understanding of the staples state is the Ricardian state.
The ‘Ricardian’ (coined after the British Economist, David Ricardo)  competition state stresses the importance of static comparative advantage and/or relative prices (Jessop 2002).  Such competitiveness depends on exploiting the most abundant and cheapest factors of production in a given economy and exchanging products embodying these factors for products from other spaces with different factor endowments.  Ricardian competitiveness depends on static efficiency in the allocation of resources to minimize production cost with a given technical division of labour and on the assumption that current economic conditions will continue.   The importance of natural resources to most of the provinces (Table 2 above) means that most states will continue to promote their natural resources (abundant factors of production).  However, that does not preclude the simultaneous existence of both Ricardian and Schumpetarian forms of competition strategies pursued by resource dependent provinces, it merely highlights the growing complexity within states that attempt to balance the emergence of a knowledge based economy based primarily in entrepreneurial cities and regions with the continual maintenance of natural resources.   

In addition to going to great lengths describing the evolving structural features of the capitalist state, Jessop attempts to outline new forms governance within the newly emerging competition states by considering three forms of coordination – markets, hierarchies, and heterarchies –  through their respective mechanisms (exchange, command, and dialogue).  These provide the main poles around which governance has become organized in complex societies.  The concept of 'heterarchy' refers to the emerging “horizontal self-organization among mutually interdependent actors which recognizes the equivalence of the twin tendencies to market and state failure and proposes to reconcile and transcend them by relying on procedures which cut across the market and state divides” (Jessop 2002a).

Table 3 Modes of Coordination within Competitive Capitalist States

	
	Exchange
	Command
	Dialogue

	Rationality
	Formal and procedural
	Substantive and goal oriented
	Reflexive and procedural

	Criterion of success
	Efficient allocation of resources
	Effective Goal attainment
	Negoitated consent

	Typical Example
	Market
	State
	Network

	Stylized mode of calculation
	Homo Economicus
	Homo Hierachicus
	Homo

Politicus

	Spatio-temporal Horizon
	World market, reversible time
	National Territory, Planning Horizons
	Re-scaling and path shaping

	Primary criterion of failure
	Economic inefficiency
	Ineffectiveness
	‘Noise’

‘Talking Shop’


(Adapted from Jessop 1999a)

Heterarchies also attempt to overcome the complexities associated with “a world that is characterized by increasingly dense, extended, and rapidly changing patterns of reciprocal interdependence, and by increasingly frequent but ephemeral interactions across all types of pre-established boundaries, inta-and interorganizational, intra and intersectoral, intra-and international” (Scharpf in Jessop 1999b).   It implies that major problems have emerged “that cannot be managed by through top-down state planning or market-meditated anarchy” (Jessop 2002b).  Instead they are described in terms of the ‘self-organization of inter-organizational relations’ (Jessop 1999a).  Such heterarchic arrangements can be illustrated in public-private partnerships and multi-level governance arrangements that have been well documented in policy literature.  Jessop argues that governments also tend to play a significant role in coordinating all three forms of governance in the context of ‘negotiated decision-making’ within what he labels as ‘metagovernance’ (Jessop 2002a).  The state is a focal point as the primary organizer of ‘the dialogue among policy communities’ (Jessop 2002a).  Neopluralism and the contributions made by Jessop and Midgal’s signal a more sanguine approach to approaching the staple’s state.  Political economists can reconcile the many complexities associated within modern social systems.

4. Staples Policy Regimes and Policy Styles

The above discussions regarding the evolution of public administration within early Canadian agriculture and forestry sectors as an important consideration in understanding the state as well as viewing the state as an anthropological entity combined with an eclectic multi-disciplinary neo-pluralist theory of the state that considers the complexities of modernity naturally lends itself to understanding the policy-making process.  Our starting point is the policy regime.  The policy regime describes the domestic and/or international institutions, norms, conventions, rules, and behaviour that influence state actions.  It is focused on policy outcomes and the process of policy-making at the meso or sectoral level (Howlett 2001).  It is multi-causal in orientation consisting of three basic components: actors, institutions, and ideas (Hoberg 2001). The policy regime’s two main elements are a policy paradigm - relatively long lived patterns of policy-relevant ‘ideas,’ ‘discourse,’ or epistemes’ can be observed in many policy sectors- and a policy style – the long term configuration of specific processes based upon a government's approach to problems and relationship to other actors in the policy making and implementation process.

This section reviews several different analytical frameworks that have been utilized to comprehend the complexities of natural resource policy-making that capture the policy style.  We begin with the traditional approaches used to understand policy-making, which focused on the policy cycle and the use of different policy instruments by government authorities.  We then review the application of more recently developed frameworks such as policy community or network analysis, and a complementary approach that emphasizes the role of beliefs and expertise in policy learning.  The related literature on agenda setting in policy domains is also considered.  Finally, we highlight the possible application of risk perception as an emerging contribution to the policy literature.  We outline key elements of each tradition, and review the applications of each to understanding forestry policy-making.

5.1 Traditional Frameworks for Natural Resource Policy-Making

Until recently, the mainstream approach for understanding policy-making in the natural resource sector drew on the two important frameworks from the public policy and political science literature, which focused on the state’s policy cycle and the selection and rationale for policy instruments.  The policy cycle approach attempted to make sense of complexity by dividing the policy-making process into several discrete stages.  Howlett and Rayner provide a useful account of the evolution and variants on this approach that first emerged several decades ago, but they argue that the most parsimonious framework included the following stages: agenda setting, policy formation, decision-making, implementation, and policy evaluation.  When applied to understanding natural resource specific policy-making in Canada, most attention was directed to the stages of policy implementation and evaluation—that is, the results and outcomes of policy regimes, rather than on other parts of the process.  Throughout the various natural resource sectors, policy was a state-based enterprise undertaken in collaboration with industry with little contest over policy goals for the nature of the policy process itself.  

Likewise, analysis of natural resource policy-dominated economists – which focused more attention on implementation and evaluation, also evinced interested in the choice and effectiveness of alternatives policy instruments.  The policy-instruments framework was developed during the 1970s and endeavoured to catalogue the means by which governments sought to achieve its objectives.  At the broadest level, these instruments included self-regulation, exhortation, expenditure, regulation, and public ownership.  Doern and Phidd argued that policy instruments differ with respect to the amount of ‘legitimate coercion’ the state employs in persuading citizens, firms, or other governments to follow its objectives, while suggested choice had to more to do with protecting various types of capital.

For many years frameworks that focused primarily on the features and choice of policy instruments – old and new – held considerable appeal for analysing policy making in natural resource sectors.  The expanding menu of instruments reveals the increasing complexity within natural resource policy-making; the traditional instruments, as well as the merits of underpinning values and processes by which they are designed, have been called into question.  This reveals that adopting policy instruments is just not about the exercise of legitimate coercion by governments, nor should it be limited to assessing their effectiveness and efficiency; it also involves struggles over who gets to choose, and the monitor the use of instruments.  As natural resource sectors became more contested, and therefore more complex, it was not surprising that academic observers turned to other frameworks to guide their analysis.

Taking a Wider View: Embracing Forest Policy Networks and Communities

An important development in political science in recent years has involved developing sectoral perspectives on policy-making.  This approach can be traced back to the work of Pross, who sought to account for a full range of actors involved in designing, monitoring, and challenging public policy in a given policy domain.  He referred to the entire cluster of actors as a policy community, but he made an important distinction between the ‘sub-government’ comprising government and industry actors, whose vested interests were in maintaining the status-quo, and the ‘attentive public’ comprising observers and other interested parties who, although without access to power, nevertheless provided critical perspectives and developed alternatives.  This work was taken an important step forward by Atkinson and Coleman, and later by Coleman and Skogstad, who argued that sub-governments (which they referred to as policy networks) could vary significantly due different balances in authorities, capacity and autonomy among state actors and key societal (usually business groups).  Atkinson, Coleman, and Skogstad as well as many other scholars have produced many typologies of policy networks.  They have sought to be comparative, not only to account for different patterns in different sectors, but also to explore how patterns of interests in similar policy domains may vary across jurisdictions.

Policy-making as Contending Beliefs and Policy Learning

In reviewing the literature on policy-making, one encounters a palpable sense of unease.  Some observers (Lindquist 1992; Atkinson and Coleman 1992; Wellstead 1996; Lindquist and Wellstead 2002) worry about the ability of policy communities and networks to respond to building pressures, to rise above strongly held beliefs or power powerful interests, and to find ways to accommodate them in new policy regimes.  As a result, there has also been an abiding interest in tapping into elaborating frameworks that deal with belief systems and policy-oriented learning.  In part, this interest has emerged because policy-makers and their critics have increasingly better access to the practices of counterparts in other jurisdictions, and sometimes these constitute exemplars or competitive threats.


The literature itself is difficult to wade through; Bennett and Howlett (1992) have pointed out that many contributors have different notions of learning and focus on different levels of analysis.  For example, Rose explores how policy-makers learn selectively from other jurisdictions, while Hall focuses more on how governments as a whole learn and embrace policy paradigms.  Perhaps the most systematic approach, and one that embraces the complexity of policy communities, is the advocacy coalition framework (ACF) introduced and developed by Sabatier and Jenkins-Smith (1988) (1993) (1999).  They see policy communities (or, in their words, subsystems) as arenas where struggles over policy proceed among networks of actors with shared belief systems.  They presume that conflict is endemic in policy communities, and also ague that it is necessary for policy learning to occur.  Their emphasis on beliefs, rather than economic and organizational interests and capacities, makes their approach distinct.  Since belief systems are difficult to change, Sabatier predicts that significant policy change is unlikely to occur as result of skirmishes between advocacy coalitions.  Rather, if significant policy change does occur, it is presumed to be a result of exogenous events outside a policy community, such as rapidly changing socioenconomic conditions, the election of new governments, and the impact of decisions from other policy domains.

The advocacy coalition approach has been applied in several studies on forestry policy making in Canada.  Wellstead (1996) reviewed forest policy change in Alberta and Ontario, and his findings were consistent with hypothesis that policy change tends to occur at the secondary aspect of belief system rather than at the core.  In their survey of forestry policy change in British Columbia, Lertzman, Rayner, and Wilson (1996) employ the framework outline the values and belief systems of the ‘development’ and ‘environmental’ advocacy coalitions.  The also demonstrated that the environmental coalition was considerably more loosely coupled than the development coalition, not simply because it had fewer resources, but also because of a further and increasingly important complexity: the diverging interests of environmental groups and Aboriginal communities.  Lertzman et al (1996) also challenged a central ACF hypothesis by arguing that dominant advocacy coalitions can learn and adapt policy by means of a ‘non-crisis’ path, which is consistent with the cross-national study of Coleman, Skogstad, and Atkinson (1999)  that outlines different trajectories for policy change in agriculture policy sectors.

The ACF is a relatively recent addition to the analytical tool kit of academics in Canada, of which has been embraced uneasily, or indirectly.  In part, this stems from the overlap between interests, institutions, and ideas – and the slipperiness of concepts related to policy learning.  Moreover, it is difficult to discern where, say, the structuralist policy network approach ends, and learning models begin; indeed Lindquist has argued that a good analysis of policy sectors should proceed by simultaneously investigating belief systems and institutional capacities.  Matters are further complicated by the fact that it is difficult to determine the effectiveness of recent policy changes, and therefore the amount of learning; this of course, is a frustrating reality that confronts scholars and practitioners alike.  These issues aside, it has been the case that, as with the policy community approach, Canadian scholars interested in natural resources issues have envinced considerable interest in the ACF.  Sabatier and Jenkins-Smith report that, since 1988, there have been over twenty five applications from scholarship working in a diversity of fields and countries, including four Canadian cases.  

Another complementary, but fairly distinct, line of research is focusing on agenda-setting and the forces underpinning policy change.  As noted earlier, agenda setting is the first stage of the policy cycle, and with a growing policy communities and diverging interests have made this a subject worthy of exploration.  It is true that the other conceptual frameworks reviewed above broach the matter of policy change, particularly the learning and advocacy coalition perspective, but only as one component of a larger set of issues.  In recent years, considerably more scholars have sought to understand agenda setting processes per se and model the seemingly rare circumstances under which significant policy decisions take place.

One avenue of works builds on Kingdon (1984), and more recently Baumgarnter and Jones (1992), who have elaborated a model based on garbage can models of decision-making from organization theory and on biological concepts of punctuated equilibria developed to explain periods of speciation.  Essentially, the challenge is to explain why some policy ideas or alternatives become public policies but also to explain why other do not move high up on the policy agenda, or if they do, fairly to get adopted as decisions.  Kingdon specifies three relatively independent streams of influence – the problem stream, the political stream, and the policy stream- that have the potential to affect policy-making priorities.   Policy decisions occur when policy windows open (budgets, elections, international agreements, etc) and policy entrepreneurs find ways to join ideas, problems, and peoples as windows quickly open and close.  The emphasis here is on timing and chance, but also that when decisions do occur, they can have a defining influence on a policy domain.  Another avenue focuses more on the extent to which different policy subsystems overlap, and whether decisions in policy domain have a significant impact on another.  One example of such is Sabatier and Zafonte’s (1995) study of overlapping subsystems in San Francisco Bay-Delta water policy.  

6. Empirical insights: Agricultural and forest policy making on the Prairies

This section provides highlights from a larger policy study of  Prairie agriculture, forestry, and water policy elite conducted by Wellstead et al (2004).  The purpose of the study was to examine policy networks, policy oriented beliefs, and risk perception on natural resource management and climate change issues.  Below, we compare the core policy belief structure developed by Sabatier and Jenkins-Smith. Deep normative core beliefs they argue are equated with the personality of an individual and are nearly impossible to change.  A person’s valuation of individual freedom in relation to social equality is an example of a deep normative core belief.  Such beliefs are common across all sectors. The policy core is the basic strategy that a particular policy coalition advocates for achieving an environment congruent with its members’ normative beliefs.  A change in beliefs pertaining to the policy core is possible but difficult.  If the policy core beliefs are in dispute over a long period (greater than a decade), the lineup of allies and opponents tends to be stable (Sabatier and Jenkins-Smith 1993).  Actors will show substantial consensus on issues pertaining to the policy core and less consensus on secondary aspects, the instrumental decisions and information searches that are necessary to implement the policy core.  It is at the level of secondary aspects that most policy changes occur, since such changes are not as threatening to the coalition’s policy core beliefs.  As a result, actors are willing to give up these aspects more readily.  A statutory revision is an example of a change at the secondary aspect level.

Changing the policy core value of a coalition’s belief system eventually alters the basic perception and policy prescription of the issue (Jenkins-Smith 1988). But as long as the dominant advocacy coalition remains in power within the subsystem, the fundamental attributes of a government program are unlikely to be significantly revised.  The deep core and policy core beliefs are illustrated below in Table 4.   The survey’s questions captured the agriculture and forestry core belief systems (see Table 5 and Table 7).

Table 4 - Structure of Belief Systems of Policy Elites

	
	Deep Core
	Policy Core

	Defining Characteristics
	Fundamental normative and ontological axioms
	Fundamental policy positions concerning the basic strategies for achieving core values with a policy community

	Scope
	Across all policy communities
	Policy community wide

	Susceptibility to change
	Very difficult
	Difficult, but can occur if experience reveals serious anomalies

	Illustrative components
	1. Human nature

a) inherently evil vs. socially redeemable

b) Part of nature vs. domination over nature

c) Narrow egoist vs. contractarians

2. Relative priority of various ultimate values: freedom, security, power knowledge, health etc

3. Basic criteria of distributive justice: whose welfare counts? Relative weights of self, primary groups, all people, future generations, nonhuman beings

4. Sociocultural identity (e.g., ethnicity, religion, gender, profession)
	Fundamental normative precepts:

1. Orientation on basic value priorities

2. Identification of groups or other entities whose welfare is of greatest concern

Precepts with a substantial empirical component:

3. Overall seriousness of the problem

4. Basic causes of the problem

5. Proper distribution of authority between government and the market

6. Proper distribution of authority among levels of government

7. Priority accorded to various policy instruments

8. Ability of society to solve the problem

9. Participation of public vs. experts vs elected officials

10. Policy core policy preferences


Adapted from Sabatier and Jenkins-Smith 1999
Data and Methods

The data for the study comes from responses to an online web survey of the policy community ‘actors’ within the Prairie agriculture and forestry sectors conducted by Wellstead et al (2004).  This wide ranging population included senior Provincial and Federal government personnel, managers and directors of agriculture producer groups and forest companies, Crown agencies, environmental and conservation groups, First Nations groups, consultants, and academics. 

The survey’s eight sections reflected the operationalization of policy process related theories, most notably the ACF, policy communities and policy networks.
  The first section examined the perceptions of key sectoral policy problems identified in the literature.  In the second section, specific agriculture and forestry issues were explored.  The purpose of this section was to measure the ACF’s policy core beliefs.  Seconds three and four examined attitudes towards climate change science.  Network linkages were ascertained based upon what organizations respondents relied on for shared values/policy viewpoints, a source of valid information, and the degree of power they perceived to be held by identified organization had.  A second question asked respondents to identify those organizations that they considered as allies.  The third set of questions asked respondents to identify what organizations they considered to be their opposition.  General political beliefs measuring broad normative policy beliefs were examined in the next section followed by key demographic information in the final section.  The statistical analysis used in this analysis is a factor analysis and one-way analysis of variance (ANOVA).  ANOVA compares the means of more than two samples.  

Results

From the questions, 118 variables were identified from the 356 respondents (44%) yielding a rich data set of information regarding the attitudes, beliefs, and values of individual policy actors.  Considerable insights regarding the structure of all six policy communities were made during the identification of policy actors and their respective organizations.  Across each of the agricultural and forestry Prairie policy communities there were very strong similarities in the responses to the attitude questions.  As a result, pan prairie agriculture and forestry policy communities were developed in the analysis.  In Figure 1 below, a majority of all the respondents were from government agencies.  This is not surprising considering the high level of state involvement in both sectors.  Agriculture producer representatives made up the largest societal group (12.1%).  The authors also found a wide variety of agricultural organizations within each provinces catering to the respective area of production.  As highlight above, many of these organizations had their origins in the early part of the 20th century.  This contrasted with the small number of forest industry organizations.  Research institutions were identified as important policy actors—in particular universities.  Representatives from Federal departments, namely Environment Canada, Agriculture and Agri-Food Canada (in particular the Prairie Farm Rehabilitation Administration), and Natural Resources Canada made up a significant proportion of the study population.  Environmental group representatives only comprised just over 5% of the population.  As policy actors, they represent only a small portion of both policy communities.  Urquhart’s (2001) analysis of the Prairie policy community found that environmental groups lacked the organizational capacity to effectively challenge the policy-making process.  

Figure 1. Organizational affiliation of respondents compared with distribution in the population of potential respondents.  
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PFRA = Prairie Farm Rehabilitation Administration
A factor analysis of all 12 significant agriculture items revealed a structure that explained 74% of the scale variance.  These scales showed strong reliability, with alpha scores ranging from 0.71 to 0.87 (Table 5).  There were three factors identified.  The first factor centered on policy related issues whereas the second factor considered industry items, and the third factor focused on water issues.  The ANOVA summary comparing organization types (Table 6) found that none of the items were statistically significant.  These means that that there was a congruence in policy oriented beliefs among all agriculture policy actors.

Table 5.  The Structure of Core Agriculture Policy Beliefs

	 
	Component
	 
	 

	 
	Policy Related
	Industry
	Water related

	Decline of family farm is a problem
	.656
	
	

	Elimination of CROW had negative impact
	.733
	
	

	Federal government should increase subsidy funding
	.890
	
	

	Provincial government should increase subsidy funding
	.850
	
	

	Agricultural industry is competitive
	
	
	.695

	Need for diversification
	
	
	.667

	Drainage of wetlands is a critical issue
	
	-.763
	

	Downstream water supplies are protected
	
	.740
	


Extraction Method: Principal Component Analysis.   Rotation Method: Varimax with Kaiser Normalization

Table 6. Summary of ANOVA for Factor Core Agriculture Policy Beliefs

	 
	 
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	Policy related
	Between Groups
	6.195
	4
	1.549
	1.481
	.213

	 
	Within Groups
	111.893
	107
	1.046
	 
	 

	 
	Total
	118.089
	111
	 
	 
	 

	Industry related
	Between Groups
	.804
	4
	.201
	.448
	.773

	 
	Within Groups
	52.927
	118
	.449
	 
	 

	 
	Total
	53.732
	122
	 
	 
	 

	Water related
	Between Groups
	1.949
	4
	.487
	.771
	.546

	 
	Within Groups
	77.099
	122
	.632
	 
	 

	 
	Total
	79.047
	126
	 
	 
	 


A factor analysis of all 14 forest significant items revealed a structure that explained 66% of the scale variance.  These scales showed strong reliability, with alpha scores ranging from 0.74 to 0.85 (Table 7).  The first factor centered on forest management issues, whereas the second factor considered protection (from fire and insects).  The ANOVA summary comparing organization types (Table 8) found that only the management-related beliefs were statistically significant.  Tukey’s b post hoc multiple comparisons supported the differences in mean score between the forest industry and environmental groups for individual items.  It also confirmed the consistency of the belief structure of the policy elite.

Table 7. Structure of forest-related policy core beliefs

	Core policy value 
	Management beliefs
	Protection beliefs

	Enough protected areas exist
	0.794
	

	Forest regeneration is adequate
	0.809
	

	There is enough growing stock
	0.788
	

	Biodiversity is threatened
	-0.779
	

	Fire suppression is adequate
	
	-0.750

	Insect suppression is adequate
	
	0.726


Table 8. Summary of analysis of variance for forest-related policy core beliefs

	Factored policy core beliefs 
	 Sum of squares
	df
	Mean square
	F
	P

	Management beliefs
	
	
	
	
	

	Between groups
	7.033
	6
	1.172
	2.918
	0.013

	Within groups
	29.730
	74
	0.402
	 
	 

	Total
	36.764
	80
	 
	 
	 

	Protection beliefs
	
	
	
	
	

	Between groups
	2.049
	6
	0.342
	.507
	0.801

	Within groups
	57.255
	85
	0.674
	 
	 

	Total
	59.304
	91
	 
	 
	 


Note: df = degrees of freedom.

Table 9.  Forest-related policy core management beliefs

	Organization type
	n
	Mean score a
	 

	
	 
	1
	2

	Forest industry
	22
	3.0909
	 

	Natural Resources Canada
	10
	3.4500
	3.4500

	Provincial environment agencies
	37
	3.4865
	3.4865

	Other
	7
	3.5476
	3.5476

	Consultants
	7
	3.5714
	3.5714

	Research institutions
	9
	3.8704
	3.8704

	Environmental groups
	7
	 
	4.3810


a For beliefs where p<0.05 by analysis of variance (see Table 8). Presented in order of increasing score.

From the results examining the core policy beliefs, it can be inferred that there are no competing coalitions with in the agriculture policy communities.  This raises questions regarding the possibility of policy learning and policy change. While there is a homogenous belief structure in agriculture, there is a small environmental coalition evident within the forest policy communities.  The question raised in this case is whether or not such a small coalition can be an effective driver of policy change.
6. Discussion and Conclusion

This chapter sought to consider multi-disciplinary perspectives that would further enhance an understanding of the Canadian staples state.  All three approaches, political economy, policy sciences, and empirical based research, face a similar theme, namely a growing complexity in natural resource governance.   Political economists, we argue, must develop a re-conceptualization of the state before addressing natural resource issues.  The neo-pluralist literature as well as more recent accounts by Migdal and Jessop reveals the complexity of modernity and may provide a blueprint.  From Jessop’s account, capitalist states have been transforming themselves from Keynsian welfare states to competitive states.  The challenge for natural resource political economists is to consider interaction and balance between the Richardian and Schumpeterian variants of competitive states.  In most cases, an elaboration of Jessop’s typologies will enviably reveal a hybrid of the two when considering the staples state.     The neo-pluralist literature highlighted a blurring of the boundaries between the state and societal actors and the importance of hetearchic networks.   Political economists will also be charged with considering multiple levels of the state that correspond to the calculus of different societal pressures.  Migdal’s anthropological approach attempts to overcome the earlier crudely deterministic attempts that portrayed the state as an organic whole.   In light of this renewed understanding of the state, it is critical not overlook the continued importance that staples continue to contribute to many of the provincial economies.  It is tempting to focus only on the changes occurring the three most populated and economically larger provinces (British Columbia, Ontario, and Quebec) and the country as a whole while ignoring the challenges and changes occurring within smaller resource dependent provinces.  

This reconsideration of the state lends itself to closer links meso-level research of natural resource policy regimes.  Despite the debate over the role that staples play in relation to the state and Canada’s economy, public policies relating to natural resource will continue to be developed.  This of course, involves understanding the interaction between state and societal actors, institutions, and ideas.  This chapter outlined a number of theoretical frameworks such as policy communities, the advocacy coalition framework, and agenda setting that are available to the engaged natural resource policy scientist.  These frameworks permit the development of empirically supported theories of the policy process.  In the case of the ACF, hypothesis testing has been developed.  This type of theory building is warranted in light of the many natural resource policy case studies (although that generate useful insights about the policy process) (Schlager and Blomquist 1996).

Finally, an empirical application of the policy process theories was highlighted.  In this case we used a quantitative approach in the form of an online survey of Prairie agricultural and forestry policy elites.  The results revealed some notable differences in the belief structures between the two policy communities.

This chapter revealed that all three disciplines are critical to understanding that amorphous entity know as the state.   While the focus of each is different, they nonetheless provide insights that the other discipline can benefit from.  While this chapter spent a majority of its efforts examining these three approaches, it did not overlook the continued importance of natural resources on the Canadian political, economic, and social landscapes.
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� In this chapter, the term “genetic engineering” will be used to describe and distinguish the use of recombinant DNA technology, which is the source of both the promise and risks that capture attention.  The term “biotechnology” is also used, since it is a common term although it, along with the term “genetically-modified”, includes all techniques resulting in genetic modification, not just those based on rDNA tools.
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� BC members of the coalition included BC Pulp and Paper Association, Council of Forest Industries, Interior Lumber Manufacturers’ Association � ADDIN EN.CITE <EndNote><Cite><Author>Canadian Sustainable Forestry Certification Coalition</Author><Year>2000</Year><RecNum>274</RecNum><MDL><REFERENCE_TYPE>0</REFERENCE_TYPE><AUTHORS><AUTHOR>Canadian Sustainable Forestry Certification Coalition,</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Canadian Forest Management Certification Status Report - Company Info</TITLE><SECONDARY_TITLE>Bulletin: Sustainable Forestry</SECONDARY_TITLE><PLACE_PUBLISHED>Montreal</PLACE_PUBLISHED><PUBLISHER>Canadian Sustainable Forestry Certification Coalition</PUBLISHER><VOLUME>6</VOLUME><NUMBER>1</NUMBER><PAGES>4</PAGES><DATE>January 2000</DATE><TYPE_OF_WORK>Bulletin</TYPE_OF_WORK><KEYWORDS><KEYWORD>Big filling cabinet</KEYWORD><KEYWORD>Certification</KEYWORD><KEYWORD>BC case</KEYWORD><KEYWORD>thesis</KEYWORD><KEYWORD>CSA</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Canadian Sustainable Forestry Certification Coalition 2000)�.


� This group included, the Confederation of Canadian Unions, the Pulp, Paper and Woodworkers of Canada Union, the Union of B.C. Indian Chiefs, the Canadian Environmental Law Association, Greenpeace Canada, and a number of others. 


� This is pointed made by [personal interviews and \Stanbury, 2000 #404;Stanbury, 2000 #3317], but it also came up during personal interviews with numerous industry officials (see Appendix 2 for list of interviewees) 


� Personal interviews, senior officials, Haindl, Augsburg, Germany, May 4, 2001 


� Francis Sullivan with the WWF clarified the threat being posed by the WWF 95 group when he was quoted saying: “Canadian forest companies won’t be able to sell to 24 of their biggest UK customers next year if they can’t prove their products come from sustainably managed forests. The firms have aligned with the Forest Stewardship Council, which was established last year to accredit organizations around the world so they can “eco-label” products. That will reassure consumers wood and wood products come from known, well-managed sources � ADDIN EN.CITE <EndNote><Cite><Author>Stanbury</Author><Year>2000</Year><RecNum>3317</RecNum><Prefix>Vancouver Sun, April 9, 1994, p. H4. cited in </Prefix><Suffix>, 94</Suffix><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>William T. Stanbury</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Environmental Groups and the International Conflict Over the Forest of British Columbia 1990 to 2000</TITLE><PLACE_PUBLISHED>Vancouver</PLACE_PUBLISHED><PUBLISHER>SFU-UBC Centre for the Study of Government and Business</PUBLISHER><PAGES>411</PAGES><CALL_NUMBER>SD568.B7  S73  2000</CALL_NUMBER><LABEL>hongwen&#xD;97</LABEL><KEYWORDS><KEYWORD></KEYWORD><KEYWORD>gauld</KEYWORD><KEYWORD>BC forestry</KEYWORD><KEYWORD>Certification</KEYWORD><KEYWORD>Environmental groups</KEYWORD><KEYWORD>Internationalization</KEYWORD><KEYWORD>globalization</KEYWORD><KEYWORD>industry position</KEYWORD><KEYWORD>Government position on certification</KEYWORD><KEYWORD>engos</KEYWORD><KEYWORD>Historical account of BC forest politics</KEYWORD></KEYWORDS></MDL></Cite><Cite><Author>Stanbury</Author><Year>2000</Year><RecNum>3317</RecNum><MDL><REFERENCE_TYPE>1</REFERENCE_TYPE><AUTHORS><AUTHOR>William T. Stanbury</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Environmental Groups and the International Conflict Over the Forest of British Columbia 1990 to 2000</TITLE><PLACE_PUBLISHED>Vancouver</PLACE_PUBLISHED><PUBLISHER>SFU-UBC Centre for the Study of Government and Business</PUBLISHER><PAGES>411</PAGES><CALL_NUMBER>SD568.B7  S73  2000</CALL_NUMBER><LABEL>hongwen&#xD;97</LABEL><KEYWORDS><KEYWORD></KEYWORD><KEYWORD>gauld</KEYWORD><KEYWORD>BC forestry</KEYWORD><KEYWORD>Certification</KEYWORD><KEYWORD>Environmental groups</KEYWORD><KEYWORD>Internationalization</KEYWORD><KEYWORD>globalization</KEYWORD><KEYWORD>industry position</KEYWORD><KEYWORD>Government position on certification</KEYWORD><KEYWORD>engos</KEYWORD><KEYWORD>Historical account of BC forest politics</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Vancouver Sun, April 9, 1994, p. H4. cited in Stanbury 2000, 94)�.”


� While the very core goals of the FSC meant that it could not recognize competing programs, the reverse was true regarding forest company and landowner support for the FSC. That is, it did not matter for the FSC whether forest companies that agreed to operate under its rules also operated under other certification systems rules. What did matter was that retail companies only supported the FSC -- the combination of retailers demanding FSC and companies agreeing to abide by its rules was what it sought -- while the FSC competitors such as CSA sought the reverse -- they wanted retailers to include the CSA in their certification procurement policies and did not want its company supporters to support the FSC.


� Tembec does have some forest operations in British Columbia’s interior.





� Personal interview, official, Canadian High Commission, London, England, April 25, 2001


� Stanbury (2000,101) offers an example from an ad the Forest Alliance published in the UK-based Daily Telegraph, that stated, “Greenpeace is not telling you the truth about the state of British Columbia’s forests, or what really goes on here.  It is time for facts, not half-truths and innuendo.” 


� The “Stumpy” tour is one notable example. Greenpeace UK took a 400-year-old Western redcedar stump on tour in Europe to raise general public and customer awareness about the types of trees being harvested in BC. This forced BC forest companies to send representatives to the UK to mend the damage done to BC’s reputation � ADDIN EN.CITE <EndNote><Cite><Author>Greenpeace. United Kingdom</Author><Year>1994</Year><RecNum>3762</RecNum><MDL><REFERENCE_TYPE>31</REFERENCE_TYPE><AUTHORS><AUTHOR>Greenpeace. United Kingdom,</AUTHOR></AUTHORS><YEAR>1994</YEAR><TITLE>UK lead in saving rainforest</TITLE><SECONDARY_TITLE>Campaign Report: Climate Time Bomb</SECONDARY_TITLE><PLACE_PUBLISHED>London</PLACE_PUBLISHED><PUBLISHER>Greenpeace UK</PUBLISHER><NUMBER>17</NUMBER><DATE>June 1994</DATE><TYPE_OF_WORK>Campaign Report Pamflet</TYPE_OF_WORK><KEYWORDS><KEYWORD>gauld</KEYWORD><KEYWORD>BC case</KEYWORD><KEYWORD>UK case</KEYWORD><KEYWORD>certification</KEYWORD><KEYWORD>international certification</KEYWORD><KEYWORD>thesis</KEYWORD><KEYWORD>campaigns</KEYWORD><KEYWORD>ENGOs</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Greenpeace. United Kingdom 1994)�.


� See Stanbury (2000) for an excellent account of the ENGO-campaigns occurring through out the 1990s.


� Personal interviews, official, Western Canada Wilderness Committee, Vancouver, Canada, September 20, 2000 and official, Greenpeace, Vancouver, Canada, October 5, 2000


� Personal interview, senior official, British Broadcasting Corporation Magazine, London, England, July 3, 2001


� They contracted SGS, a UK based FSC-accredited certifier, to perform a pre-assessment and develop an interim checklist for FSC certification in BC, as at the time there was no endorsed FSC-BC standard.


� Personal interviews, senior official, Forest Alliance of British Columbia, Vancouver, Canada, September 19, 2000 and senor official, British Columbia Council of Forest Industries, Vancouver, Canada, September 1, 2000


� Personal interview, official from BC forest industry (see Appendix 2). 


� Personal interview, official, Forest Stewardship Council British Columbia working group, Nelson, BC, Canada, August 8, 2000.


� An example is the efforts by Timfor Contractors Ltd’s to obtain FSC certification for its “temporary” five year non-replaceable Forest Licence in Knight and Call Inlets, located on the mainland coast opposite the northern tip of Vancouver Island. After the FSC auditor indicated that it needed a letter of commitment that the License would be managed in line with FSC standards after the Forest Licence ran its course, the Ministry of Forests obliged [Smartwood Program, 2000 #126]. This was important because the FSC auditor indicated that without this commitment, it would have denied the certification.


� Largely owing to the lack of FSC regional standards, and company decisions to wait until they were complete, the vast majority of certified land in the province was under CSA approval. As of August 2001, 8,148 hectares of BC forests were FSC certified � ADDIN EN.CITE <EndNote><Cite><Author>Certified Forest Products Council</Author><Year>1999</Year><RecNum>2243</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><AUTHORS><AUTHOR>Certified Forest Products Council,</AUTHOR></AUTHORS><YEAR>1999</YEAR><TITLE>Certified Forest Products Council packet</TITLE><PLACE_PUBLISHED>Beaverton, OR</PLACE_PUBLISHED><PUBLISHER>Certified Forest Products Council</PUBLISHER><KEYWORDS><KEYWORD>Certification sarah day</KEYWORD><KEYWORD>Sarah</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Certified Forest Products Council 1999)�. The total amount of forest certified with the CSA is over 4 million hectares � ADDIN EN.CITE <EndNote><Cite><Author>Canadian Sustainable Forestry Certification Coalition</Author><Year>2001</Year><RecNum>4003</RecNum><MDL><REFERENCE_TYPE>16</REFERENCE_TYPE><AUTHORS><AUTHOR>Canadian Sustainable Forestry Certification Coalition,</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Certification Status in Canada</TITLE><PUBLISHER>CSFC</PUBLISHER><VOLUME>2001</VOLUME><NUMBER>December 13</NUMBER><EDITION>November 1</EDITION><DATE>November 1</DATE><TYPE_OF_WORK>website</TYPE_OF_WORK><URL>http://www.sfms.com/status.htm#status</URL></MDL></Cite></EndNote>�(Canadian Sustainable Forestry Certification Coalition 2001)�.


� Some of these buyers also criticized CPPA for being too aggressive in promoting the CSA.


� The principle now states that “Management activities in high conservation value forests shall maintain or enhance the attributes which define such forests. Decisions regarding high conservation value forests shall always be considered in the context of the precautionary approach,” [Forest Stewardship Council, 1999 #2052].


� While there were a number of potential issues of “conflict” between the FSC P&C and BC’s public forest policies � ADDIN EN.CITE <EndNote><Cite><Author>Haddock</Author><Year>2000</Year><RecNum>3557</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><AUTHORS><AUTHOR>Mark Haddock</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Certification Challenges for British Columbia</TITLE><PLACE_PUBLISHED>Vancouver</PLACE_PUBLISHED><PUBLISHER>WWF Canada</PUBLISHER><PAGES>5</PAGES><DATE>September 18, 2000</DATE><TYPE_OF_WORK>Report for the Minister&apos;s Advisory Council on Certification</TYPE_OF_WORK><KEYWORDS><KEYWORD>gauld</KEYWORD><KEYWORD>BC forestry</KEYWORD><KEYWORD>certification</KEYWORD><KEYWORD>FSC</KEYWORD><KEYWORD>Conflict between rules and FSC requirements</KEYWORD><KEYWORD>feasibility</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Haddock 2000)�, these were open to adaptation whereas BC could not get around the issue of old growth forests. They were a physical reality that the BC companies and government had to contend with.


� With the exception of rules governing US national forest lands, BC’s forest practices’s code riparian harvesting rules are roughly equal to, or more stringent than riparian zones rules governing private forest land management in the United States � ADDIN EN.CITE <EndNote><Cite><Author>Cashore</Author><Year>2001</Year><RecNum>3485</RecNum><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><AUTHORS><AUTHOR>Benjamin Cashore</AUTHOR></AUTHORS><YEAR>2001</YEAR><TITLE>Understanding the British Columbia Environmental Forest Policy Record in Comparative Perspective</TITLE><PLACE_PUBLISHED>Auburn, AL</PLACE_PUBLISHED><PUBLISHER>Auburn University Forest Policy Center</PUBLISHER><DATE>September</DATE><TYPE_OF_WORK>Internal Working Paper</TYPE_OF_WORK><ISBN>116</ISBN><KEYWORDS><KEYWORD>Environmental rules comparison</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Cashore 2001)�. 


� An internal FSC report, referring to tables in the draft standards, echoed these issues. “Table 1 specifies the thresholds for each category of stream/wetland/lakeshore.  These thresholds are consistently higher than those required by the Forest Practices Code.  This issue is not a significant one.  Table 4 specifies the minimum budgets to be deployed at the Riparian Assessment Unit level.  Utilization of this approach may result in buffer zones higher or lower than required by the Forest Practices Code and would require justification.  The significant issue is that this approach, while innovative and creative is untested at large operational scales and creates uncertainty in terms of potential costs (implementation and impact on timber supply), and overall effectiveness of these measures [Italics added \FSC Canada, 2002 #4249].”


� The opposing view was raised in a number of personal interviews with environmental group officials (see Appendix 2) 


� The other economic member of the steering committee was a small woodlot owner.


� Personal interview, official, Sierra Club of British Columbia, Vancouver, BC, Canada, August 2002


� Following its use in the FSC context, biocide is used here to refer to the use of pesticides and herbicides. For accessibility purposes, we also refer to the historically more common term “herbicide”. 


� Explanations for the emergence of small woodlot owner associations who were critical of large industrial practices can be traced back to the 1960s and 1970s when many small woodlot owners felt that industrial forest companies were dominating existing markets and desired to organize associations and marketing boards to improve their position � ADDIN ENRfu ��(Sandberg and Clancy, 2000, pp. 201-270, Personal interviews, May, 1998, compare Sandberg, 1992)�.


� The key environmental groups, social interests and small woodlot owners who focused on shaping the FSC private network structure included the New Brunswick Endangered Species Coalition, the Margaree Environmental Society, First Nations, the Falls Brook Centre, and the Sierra Club of Canada. 


� In addition to Irving, G.P.I. Atlantic and B.A. Fraser Lumber Ltd had expressed early interest in the FSC standards network.


� Through Home Depot, Irving developed ties with SCS of California, which would soon be accredited to the FSC and became Irving’s third-party certifier in both regions. Therefore, Irving’s engagement in FSC derived much from its interest in third-party certification, which for several years only the FSC could provide in both Canada and the United States . Irving’s motivations in this relationship are controversial. Some interviewees have suggested to us that Irving did not feel obligated by Home Depot to certify with the FSC, but instead became convinced that FSC certification would be a means of combining a new market strategy with the proactive pursuit of a pro-environment public image and the expert advice needed to give substance to that image. Others have suggested that this view is only the surface appearance of Irving’s motivations, and that Home Depot’s growing commitment to certified wood products created underlying pressure to certify, regardless of Irving’s own initial preferences. Initially, only the FSC provided a program that would satisfy Home Depot’s policy.


� FSC-Canada’s central office was still in its organizational stages during most of the initial Maritimes drafting process.


� Membership included Brian Davis (Chair), Eric Frank (Nova Scotia Woodlot Owners and Operators Association), Jamie Simpson, Jean Arnold (Falls Brook Centre), Bill McKay (First Nations Forestry), Sara Wilson (alternate for Ron Coleman, G.P.I. Atlantic), Faisal Moola (alternate for Martin Wilson, Professor, Dalhousie University, NS), Cathy Coady-Fraser (B.A. Fraser Lumber Ltd.), Jim Drescher (FSC Canada Board Liaison), Mark Spence (alternate for Roberta Clowater), Brent Thompson (alternate for Blake Brunsdon, J.D. Irving), Matthew Jonah (alternate for Charlie Restino, Margaree Environmental Society), Brian Haire, and Roberta Clowater (New Brunswick Endangered Species Coalition). 


� The formal decision-making rules followed a “consensus” approach in which votes were not formally taken, and, as is common under difficult negotiating conditions, the least controversial matters were handled first, and the most controversial ones – notably aerial spraying, biocide use, and natural forest regeneration -- left to the last. This approach has also been referred to as the “unanimity” rule, but this is a misnomer since the practice was not to achieve unanimity on standards, but on general agreement – despite disagreements -- to move on to the next topic.


� Under the “consensus” decision-making rules, active opposition on particular points is often not registered, since participants who would otherwise vote against a particular provision weigh their objections against their overall desire to keep the group moving forward This can mean that opponents in the FSC-Maritimes might choose to withhold their opposition on specific points, even if they would have been openly opposed to them under a formal voting process.


� For Irving, whose chief forester was the principal industrial presence involved in the process, the consensus provisions of the decision-making model appeared to protect its interests them fromagainst being outnumbered on the committee.


� While Irvings’s absence technically permitted the “consensus” rule from not being broken, the decision to move forward in its absence is, we argue, an illustration of the closed network structure in which industry interests were in the minority. 


� The regeneration issue is one that spans questions of natural forest regeneration, the use of exotic species, and the establishment and maintenance of “plantations.” The term, “plantation,” is controversial in the Maritimes context. For those who do use it, the term refers to the establishment of large single-species stands by artificial means, typically including the use of herbicides and mechanical thinning.


� There were criticisms that the Nova Scotia Forest Products Association (NSFPA), which some viewed as a potential Irving ally, failed to be given a seat at the table (Boetekess et al., 2000, p. 29). nNon-industry stakeholders, on the other hand, have asserted that industry had been intentionally absent from this meeting in order to undermine the legitimacy of the anticipated decisions.


� This refers to the primary purposes of management plans at the Black Brook site, namely the supply of wood for the manufacture of wood products. As the FSC principles have been conceived, industrial certifications involve a unique challenge to the program’s stated aim of environmentally sustainable forestry, but for the same reason, they are often considered important to the effectiveness of such market-driven governance mechanisms. It appears that the third-party certifier, SCS, though familiar with business needs, had required increases in bio-diversity and on-site reserves before Black Brook was finally certified (personal communications). It appears therefore that the existing reality at Black Brook had posed a novel challenge to existing FSC expectations, and not merely to Maritimes stakeholders with long experiences of Irving. 


� The existing practices at the site and planned changes troubled key environmental group officials � ADDIN EN.CITE <EndNote><Cite><Author>Lansky</Author><Year>1998</Year><RecNum>3005</RecNum><Suffix>, personal communications</Suffix><MDL><REFERENCE_TYPE>10</REFERENCE_TYPE><AUTHORS><AUTHOR>Mitch Lansky</AUTHOR></AUTHORS><YEAR>1998</YEAR><TITLE>If Certification is the Answer; What was the Question? A Close Look at J.D. Irving and the Certification of the Forest Industry</TITLE><PUBLISHER>Environment News Service</PUBLISHER><KEYWORDS><KEYWORD>Certification</KEYWORD><KEYWORD>Black Brook</KEYWORD><KEYWORD>Sarah Day</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Lansky 1998, personal communications)�. Following on site tours, environmental groups sought, and received, information from Irving on biocide use at Black Brook � ADDIN EN.CITE <EndNote><Cite><Author>Restino</Author><Year>2000</Year><RecNum>3450</RecNum><MDL><REFERENCE_TYPE>20</REFERENCE_TYPE><AUTHORS><AUTHOR>Charles Restino</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>J.D. Irving Biocide Use</TITLE><PLACE_PUBLISHED>Ottawa</PLACE_PUBLISHED><DATE>January 3</DATE><KEYWORDS><KEYWORD>lawson</KEYWORD></KEYWORDS></MDL></Cite></EndNote>�(Restino 2000)� [Sierra Club of Canada, 1999 #171][Sierra Club of Canada, 2000 #172]� ADDIN EN.CITE <EndNote><Cite><Author>Brunsdon</Author><Year>1999</Year><RecNum>3367</RecNum><MDL><REFERENCE_TYPE>16</REFERENCE_TYPE><AUTHORS><AUTHOR>Blake Brunsdon</AUTHOR></AUTHORS><YEAR>1999</YEAR><TITLE>Press Release:  Chief Forester Responds to FSC Approval of Maritime Regional Standards</TITLE><PUBLISHER>JD Irving</PUBLISHER><VOLUME>2000</VOLUME><NUMBER>November 8</NUMBER><DATE>December 29</DATE><TYPE_OF_WORK>Internet</TYPE_OF_WORK><KEYWORDS><KEYWORD>lawson</KEYWORD></KEYWORDS><URL>http://198.73.126.20/default.asp?action=news-article&amp;id=74</URL></MDL></Cite></EndNote>�(Brunsdon 1999)�.


� A number of those in the majority on the Maritimes committee also held positions on the national board.


� Some regional standards setting processes in Canada began to ad an “aboriginal house” to the social, economic, and environmental houses.


� Both the dominant network actors and Irving had made progress on key issues at this point including the use of exotics, but the major issue of all, that of biocides, continued to be the deal-breaker. 


� At this stage, the Canada Working Group required all future regional initiatives to create a four-house (economic, social, environment, and First Nations), and they also allowed the election of non-members to regional standards committees.


� Top Irving executives have remained active in attempts to reconstitute the Maritimes Regional Steering Committee . Irving reportedly retained chain-of-custody certification for US-supplied Canadian mills. The firm also stated repeatedly it remained committed to third-party certification and would consider rejoining if its concerns were resolved [Canadian Broadcasting Corporation, 2000 #94]. It has continued to seek forest certification under other programs in Canada and under both FSC and SFI in the US � ADDIN EN.CITE <EndNote><Cite><Author>Bangor Daily News (Editorial)</Author><Year>2000</Year><RecNum>3357</RecNum><MDL><REFERENCE_TYPE>5</REFERENCE_TYPE><AUTHORS><AUTHOR>Bangor Daily News (Editorial),</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Certifying Forests</TITLE><SECONDARY_TITLE>Bangor Daily News</SECONDARY_TITLE><DATE>April 18</DATE><KEYWORDS><KEYWORD>lawson</KEYWORD></KEYWORDS><URL>http://www.fscus.org/press_center/breaking_news/news_articles/bangor.html</URL></MDL></Cite><Cite><Author>Bangor Daily News (Editorial)</Author><Year>2000</Year><RecNum>3356</RecNum><MDL><REFERENCE_TYPE>5</REFERENCE_TYPE><AUTHORS><AUTHOR>Bangor Daily News (Editorial),</AUTHOR></AUTHORS><YEAR>2000</YEAR><TITLE>Irving Woodlands</TITLE><SECONDARY_TITLE>Bangor Daily News</SECONDARY_TITLE><DATE>June 3</DATE><KEYWORDS><KEYWORD>lawson</KEYWORD></KEYWORDS><URL>http://www.fscus.org/press_center/breaking_news/news_articles/fsc_editorial.html</URL></MDL></Cite></EndNote>�(Bangor Daily News (Editorial) 2000, 2000)�. 


� Irving argued that the chemical use was experimental, and therefore legitimate; others argue that ban was not as clear-cut as the Sierra Club of Canada alleged. 


� Government representatives have also since been found for all three provinces. 


� The inquiry did support many industry complaints and identifying key institutional and procedural shortcomings. It also recommended changes to increase government and industrial representation in the Maritimes process, and emphasized the need for better representation from the small and medium-sized industrial interests that stood between the small woodlot owners and the large industrial interests. The report called for clearer and more fixed procedures, both nationally and regionally, and stressed the importance of separating responsibilities at different levels and for different processes, including the separation of administration and representation. The report had also noted that FSC-Canada lacked basic administrative capacities, which it found had further frustrated and confused industrial and government forest interests. As a result of this report and after discussions between the FSC-Canada and the FSC-US, the two national FSC organizations ultimately acquired joint base funding from private foundations. This funding has led to significant increases in Canadian staffing and fundraising (personal communications). 


� Wellstead et al (2004) also examines the deep core belief structure.


� Wellstead et al’s (2004) study also considered risk perception measures as well as network characteristics.
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Figure 2: Amount Forest Land Certified by Country
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old data do not use

																								Certified area (millions ha)

				Continent		Country		FSC		SFI		CSA		ATFS		PEFC		MTCC						FSC		SFI		CSA		ATFS		PEFC		MTCC		Total

		Latin Amer		1		Argentina		47797														North/Central America		9.14		41.78		17.90		10.12		0		0		78.94

				1		bolivia		946888														Europe		25.18		0		0		0		48.70		0		73.87

				1		brazil		1376943														South America		2.84		0		0		0		0		0		2.84

				1		chile		353577														Asia		0.37		0		0		0		0		4		4.48

				1		colombia		20056														Africa		1.62		0		0		0		0		0		1.62

				1		ecuador		21341														Oceania		0.72		0		0		0		0		0		0.72

				1		paraguay		2700														World Total

				1		uruguay		75094														World Total		39.87		41.78		17.90		10.12		48.70		4.11		162.47

						Total		2844396

		Europe		2		austria		4044

				2		belgium		4342																Forest area (millions ha)		Certified area as a percentage of forest cover

				2		croatia		1988480														N/C America		549.30		14.37

				2		czech		10411														Europe		1039.25		7.11

				2		denmark		372														South America		885.62		0.32

				2		estonia		1063517														Asia		547.79		0.82

				2		finland		93														Africa		649.87		0.25

				2		france		16375														Oceania		197.62		0.36

				2		germany		447885														Total		3869.46		0.00

				2		hungary		188687

				2		ireland		438000

				2		italy		11411

				2		latvia		1685932

				2		lietchen		7372

				2		lithuania		385537

				2		nether		127627

				2		norway		5100

				2		poland		6141929

				2		romania		31611

				2		slovak		43659

				2		spain		449

				2		sweden		9819777

				2		switzer		202981

				2		UK		1154835

				2		russia		1395479

						Total		25175905

		N/C America		3		belize		95800

				3		costa r		69800

				3		guatamala		435090

				3		honduras		37277

				3		nicarag		13157

				3		panama		9991

				3		mexico		562052

				3		canada		4209354		25154487.8736		17900000

				3		US		3711686		16,702,548				10117500

						Total		9144207		41857035.5946

		Asia		4		china		940

				4		indonesia		90240

				4		japan		171011

				4		malay		77242										4,111,406

				4		phillipines		14800

				4		sri lanka		9790

				4		thai		6349

						Total		370372

		Africa		5		gabon		5692836

				5		namib		61130

				5		south af		1374423

				5		swaziland		17018

				5		uganda		35000

				5		zambia		983

				5		zimbab		127285

						Total		1615839

		Oceana		6		NZ		675808

				6		solomon is		39402

						Total		715210

																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																				0

						Europe										48698829

						North America				41,775,866





Good datasheet use this

				Continent		Country		FSC		SFI		CSA		ATFS		PEFC		MTCC		Total				FSC		SFI		CSA		ATFS		PEFC		MTCC		Total										Charts

		Latin Amer		1		Argentina		47797												47797		US/Canada		7921040		41,775,866		25154487.8736		10117500		0		0		84968894.0033

				1		bolivia		946888												946888		Central America		1223167		0		0		0		0		0		1223167

				1		Brazil		1376943												1376943		Europe		25175905		0		0		0		48698829		0		73874734

				1		Chile		353577												353577		South America		2844396		0		0		0		0		0		2844396

				1		colombia		20056												20056		Asia		370372		0		0		0		0		4,111,406		4481778

				1		ecuador		21341												21341		Africa		7308675		0		0		0		0		0		7308675

				1		paraguay		2700												2700		Oceania		715210		0		0		0		0		0		715210

				1		uruguay		75094												75094		Total		45558765		41775866.1297		25154487.8736		10117500		48698829		4111406		175416854.0033

						Total		2844396												2844396

		Europe		2		austria		4044												4044

				2		belgium		4342												4342				Forest area		Certified area as a percentage of forest cover

				2		croatia		1988480												1988480		N/C America		549304000		15.4684644574

				2		czech		10411												10411		Europe		1039251000		7.1084592654

				2		denmark		372												372		South America		885618000		0.3211763989

				2		estonia		1063517												1063517		Asia		547793000		0.8181517471

				2		finland		93								21910000				21910093		Africa		649866000		1.124643388

				2		france		16375												16375		Oceania		197623000		0.3619062559

				2		germany		447885												447885		Total		3869455000		0

				2		hungary		188687												188687

				2		ireland		438000												438000

				2		italy		11411												11411				Proportion of Total forest cover Continent

				2		latvia		1685932								20526				1706458				FSC		SFI		CSA		ATFS		PEFC		MTCC		Total

				2		lietchen		7372												7372		N&C America		1.44		7.61		4.58		1.84		0.00		0.00		15.47

				2		lithuania		385537												385537		US/Canada

				2		nether		127627												127627		Central America

				2		norway		5100												5100		Europe		2.42		0.00		0.00		0.00		4.69		0.00		7.11

				2		poland		6141929												6141929		South America		0.32		0.00		0.00		0.00		0.00		0.00		0.32

				2		romania		31611												31611		Asia		0.07		0.00		0.00		0.00		0.00		0.75		0.82

				2		slovak		43659												43659		Africa		1.12		0.00		0.00		0.00		0.00		0.00		1.12

				2		spain		449												449		Oceania		0.36		0.00		0.00		0.00		0.00		0.00		0.36

				2		sweden		9819777												9819777		World Total		5.74		7.61		4.58		1.84		4.69		0.75		25.20

				2		switzer		202981												202981

				2		UK		1154835												1154835

				2		russia		1395479												1395479

						Total		25175905												25175905

		Central America		3		belize		95800												95800

				3		costa r		69800												69800

				3		guatamala		435090												435090

				3		honduras		37277												37277

				3		nicarag		13157												13157

				3		panama		9991												9991

				3		mexico		562052												562052

						Total		1223167												1223167				FSC		SFI		CSA		ATFS		PEFC		MTCC

		US&Canada		3		canada		4209354		25154487.8736		28500000								57863841.8736		Canada		4209354		25154487.8736		28500000		0		0		0		57863841.8736

				3		US		3711686		16,702,548				10117500						30531733.721		US		3711686		16702547.721		0		10117500		0		0		30531733.721

						Total		7921040				28500000		10117500						46538540																				0

		Asia		4		china		940												940

				4		indonesia		90240												90240

				4		japan		171011												171011

				4		malay		77242										4,111,406		4188648

				4		phillipines		14800												14800

				4		sri lanka		9790												9790

				4		thai		6349												6349

						Total		370372												370372

		Africa		5		gabon		5692836												5692836

				5		namib		61130										25154487.8736		17900000

				5		south af		1374423										*		1374423

				5		swaziland		17018												17018

				5		uganda		35000												35000

				5		zambia		983												983

				5		zimbab		127285												127285

						Total		7308675												7308675

		Oceana		6		NZ		675808												675808

				6		solomon is		39402												39402

						Total		715210												715210

								*Note this was removed from this column		16,702,548

																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																																				0

						canada old		4209354				17900000

								Old SA data?						10117500

						Europe										48698829

						North America				41,775,866

						Cases

						Country		FSC		SFI		CSA		ATFS		PEFC		MTCC		Total		Forest Cover

		Latin Amer				Brazil		1376943		0		0		0		0		0		1376943

						Chile		353577		0		0		0		0		0		353577

		Europe				finland		93		0		0		0		21910000		0		21910093

						germany		447885		0		0		0		0		0		447885

						sweden		9819777		0		0		0		2306010		0		12125787

						Portugal		0		0		0		0		0		0		0

						russia		1395479		0		0		0		0		0		1395479

						poland		6141929		0		0		0		0		0		6141929

						latvia		1685932		0		0		0		20526		0		1706458

		Central America				mexico		562052		0		0		0		0		0		562052

						Brazil		1376943		0		0		0		0		0		1376943

		US&Canada				canada		4209354		25154487.8736		28500000		0		0		0		57863841.8736

						US		3711686		16702547.721		0		10117500		0		0		30531733.721

		Asia				japan		171011		0		0		0		0		0		171011

						china		0		0		0		0		0		0		0

						indonesia		90240		0		0		0		0		0		90240

						India		0		0		0		0		0		0		0

		Africa				south af		1374423		0		0		0		0		0		1374423

						DRC		0		0		0		0		0		0		0

		Oceana				NZ		716665		0		0		0		0		0		716665

				Missing		Australia		0		0		0		0		0		0		0

						Country		FSC		SFI		CSA		ATFS		PEFC		MTCC		Total		Forest Cover		Percent

						Canada		4209354		25154487.8736		28500000		0		0		0		57863841.8736		245000000		0.2361789464

						US		3711686		16702547.721		0		10117500		0		0		30531733.721		226000000		0.1350961669

						Finland		93		0		0		0		21910000		0		21910093		22000000		0.9959133182

						Sweden		9819777		0		0		0		2306010		0		12125787		27000000		0.4491032222

						Germany		447885		0		0		0		6557165		0		7005050		11000000		0.6368227273

						Poland		6141929		0		0		0		0		0		6141929		9000000		0.6824365556

						Latvia		1685932		0		0		0		20526		0		1706458		3000000		0.5688193333

						Russia		1395479		0		0		0		0		0		1395479		851000000		0.0016398108

						Brazil		1376943		0		0		0		0		0		1376943		544000000		0.0025311452

						S. Africa		1374423		0		0		0		0		0		1374423		9000000		0.1527136667

						NZ		716665		0		0		0		0		0		716665		8000000		0.089583125

						Mexico		562052		0		0		0		0		0		562052		55000000		0.0102191273

						Chile		353577		0		0		0		0		0		353577		16000000		0.0220985625

						Japan		171011		0		0		0		0		0		171011		24000000		0.0071254583

						Indonesia		90240		0		0		0		0		0		90240		105000000		0.0008594286

						Australia		0		0		0		0		0		0		0		155000000		0

						Portugal		0		0		0		0		0		0		0		4000000		0

						China		0		0		0		0		0		0		0		163000000		0

						India		0		0		0		0		0		0		0		64000000		0

						DRC		0		0		0		0		0		0		0		135000000		0

						Latvia		3

						Portugal		4

						New Zealand		8

						South Africa		9
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						south af		1374423		0		0		0		0		0		1374423		9000000		0.1527136667
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						south af		1374423		15.2713666667		0		0		0		0		0		0		0		0		9000000				0.1527136667

						US		3711686		1.6423389381		16702547.721		7.3905078412		0		0		10117500		4.4767699115		0		0		226000000				0.1350961669

						NZ		716665		8.9583125		0		0		0		0		0		0		0		0		8000000				0.089583125

						Chile		353577		2.20985625		0		0		0		0		0		0		0		0		16000000				0.0220985625

						mexico		562052		1.0219127273		0		0		0		0		0		0		0		0		55000000				0.0102191273
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						Brazil		1376943		0.2531145221		0		0		0		0		0		0		0		0		544000000				0.0025311452

						russia		1395479		0.1639810811		0		0		0		0		0		0		0		0		851000000				0.0016398108
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						Australia		0		0		0		0		0		0		0		0		0		0		155000000				0

						Portugal		0		0		0		0		0		0		0		0		0		0		4000000				0
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