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 Introduction | . “
- The Canada -~ U.S. . .Free Trade Agreement (¥TA) will impose a
new set of conditions on econeonmic devglopment.in the territorial
| north.” The agreemént will restrict the ability of all levels of
govefnment'(including aboriginal governments) to use public. or
- quasi-public ~ institutions' to sghape stable and diversified
northern economies, ;hd,it'will narrow noftherners' eptions in
many areas where they are just now beginning to achieve
- gufficient powers of sgelf-determination., - This consequenca-;is
1important net only to northerners, who will live with the results
mest directly, but in fact for all Canadigns, becéuse (as we
argue later) Canadian taxpayers vwill continue to . have a
considerabla. stake in northern economic development for - the
forsesable future. . .
In advancing these wvwiews, :we must acknowledge that there are
a number of imponderables. - Because the .free trade agreement is
- complex and because so much about its application depends upon

(4

largely unpredzctable-fuxure~polrt1cal,5nd,econOmzc evqnts, ;t :s
likely that the real 1mpact of the FTm-on'tha.Canaélan oconomy

d

(as moasured by’ standard indicators) wz;l nbt be known !or
dacades. zt is clear that there wxll be a long -period after the
FTA has passed 1ntc leqzslat1on in wMzch the implications ei the
agreement are. workld. out, both through the bxlateval. dispute
resolution mechanzsm and in other. settxngs.. Somn quosticns, such
as the def1n1ticn of what is a suhsidy, will be the objgct of

future nogotlations. . Others,. such al tha .ntent to- which
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provinces might be induced to comply with federal cemmitments

under the agreement, will be worked out in practigal domestis
po-li’tica-; ags will the issu;s of whether for all purposes .of the
agreement -the - territorial governments =will be . considered
provinces or arms of the federal government.

. ‘Another large area of irreducable uncertainty.arises from the
fact that the potential econo:ﬁic impact of most northern ventures
on U.S. interests is relatively inconsequential. .,With bigger
fish to fry, it is possible that U.S. corporations. will not
challenge northern initiatives-which might contravens the FTA,.at
least 'for some years. PFor domestic reasons, the U.S. government
mdir discourage firms and individuals from raising certain i,_lquS
.at all, particularly if they impinge upon questions of ahqgigimi
Tights and aboriginal title: which are sensitive: questions in.both
nations. ~ Mnally, on the still-to-be-negetiated: question of
subsidies, it may be that subsidies in the Cangdian..north‘v,ill -be
protected by American ‘commitment .to the signitic&nt subsidy
arrangements ' for . American Indian reservations, substantial
subsidies in such sectors as agriculture, tourism, as well as the
major subsidies for 1n£rastructure in Alaska.

T LYoy et

Bven zhough .there ara many uncnrtainties, at thu stage in

e Cmd o Ve [T TR TN

the trado agrumom: procaas At is still possxble ‘to draw ' some

conclusmns, and to sound some warnmg notu. " Some important
cﬂccto o$ the agrumt on the pcw.r: c.t public msututiom are

alrudy ovxdent, lnd thue can ,hg uuned agamst northermrs'

plans for developmg then- o\m economy.. Quutioml may be ukod
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about areas vhere the agreement is silent, or where further
negotiations are pianned. This is the approach we have taken.
Qur analysis is not concerned with the merits of free or "freer"
trade in general; instead we consider the specific agresement that
has been negotiated by the governments of Canada and the United
States. - : e

Our argument proceeds in four ‘stages. We begin with a
description . .of thg political veéonomy of ' the northern
terrritnries, emphasizing the features' which dtstinguish the
north from other peripheral areas. Then we survey-the emerging
consensus in each territary concerning the steps necessary to
achieve economic development for the benefit 6f all northernérs,
This. discussion serves 'as an introduction to' the responses of

tarritorial - and federal governments as vell 'a§' rion-governmental

‘organizations to the free trade agréement ‘itself. We .conclude by

highlighting some areas of particular concern about the impact of
the .agreement on the territorial north.
1. The Northern Political Bconcay - .

The N.W.7T. and'?ﬁgon‘togéthcr*ccmprfse-one—third”of‘the ‘area
of Canada, . but raccount for much less‘than"ona per cent of the
national -population.: - The demographic =status of these aa)odo
pecple -is also distinctive:. - A large "proportion consists of
indigenous peoples --Inuit, Inuvialﬁit.‘D;;e,'Yukon Indians, and
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Metis.' In the Yukon, about one-quarter of the population is

Nativei in the N,W.T. aboriginal pecples are 'in 'the majority.
ach territory is dominated by its capifal: Whitehorse aceounts
for two-thirds of the Yukon population,” Yellowknife about
cne-quarter of the N.W.T.'s. Most of the non-Native population
of each territory lives in these centres (and in the N.W.T.," ih
four 'other large “regional déhtées), 'while most of the Native
population lives in about 70 ‘othe:""small' communities, almost all
of which have less than 1000 persons each. |

‘There are 'inportant differences in the histérids,'politics
and economics 'of Canada's two' northern territoriws.”’ The Yukon
has a ‘proportionately larger and more established non-Native
population,” and ' &  lénger-standing " territorial 'goverhment
infrastructure, compared to the N.W.T., and as a result of these
two- ‘factors, a more "southern-style" ﬁdlit.i"cal' culture. ‘Ever
since the Klondike gold rush, mining' has ‘Bed¢n Felatively more
important in ‘the’ Yukan“# ‘econcmy - "than 'in ‘' the ' NortKwest

Territories'. ' All 'but ‘éne of the - Yukdbn's ' communities is

[ wtot . B S | rar LR . A - ! - LA PAere o e

. 'Native', 'mdigenous pecples' and abongmal peoples'
are used mterchanqeably in ‘this' paper to’ refer - to ‘the
descendents of the First Nations who lived in North Amaerica for
tiousands of years before Eurcpean settlen!ent. THe terms refer
to collectivity at a very general level: 'Burcpean’' refers
generica.‘lly to the 'many Suropean peoples (rrench ‘Spanish, et¢.),
'Native pecples' includes the many pecples mdigenous to North
America, ¥uch as the Nishga, Dene, Inuit,  Innu, Cree, dnd Meétis,
among many .others.

'. Por ¥ filler treatment,”see ‘Gurston 'Dacks, A Choide of
29 ¢ i in't Can dian North. - ”‘Toronto* Methuen,

Hi the Yuks
ries,: “"romnto.. James Lorimer an Company,
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| accessible by all-weather rcad, while in the N.W.T. most
communities are accessible only by air or water.' In the N.W.T.,
however, .the small, bredéminantly Native communities account for
about half of the population and are thus relatively more
influential politically. These basic 'differences mean that
generalizations about the economic effects of the free trade
agreemenﬁ in the "téfritorial north" must be made with caution;
but - it is qlso true that the territori;s gshare a number of
important characteristics which distinguish them from all other
sub-national jurisdictions in Canada.' . . e e
In each tarrito;y-there are two distinctive albeit Iinked
economic modes. Life in the capital cities ané-regional‘t.ntres
resembles that of -small -Canadian towns elsevhere: they- are
structured by a wage-based economy with employment and income
provided by both the private and public sectors (with the latter
relatively more important. than. in most other parts of Canada).
The small but numerous predominantly Native -communities are
characterized, -in - contrast, "'by .a mixed, subsistence-based
econémy. In this economy, househclds typically derive income in
cash - from vages,--coﬁmodity' proddction (e.g. furs, rish,‘~art,

handicrafté), and . ..transfer payments, and in kind froem' the

DY (O . - . . e e ' [ N
. ©On the other hand, some regions with each territory
are similar in many ways to some regions within provinces. For
example, the Dene and Metis communities in the southwestern
N.W.T. share many of the qualities of the Native communities in
forthéern Alberta and Sashkatchewan, including common origins of
the indigenous peoples and the reliance of community members upon
domestic preduction. Indigenous pecples' political prospects in
each provincial north, though, ‘are quite . different, precisely
bacause these areas are found within provinces.
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domestic preduction of food, fuel, and other products. The

equivalent (substitution) value of the latter .is.substantial:
estimates range from $50 to $100 million annually in the two
territories,’ and in some Arctic communities domestic production
contributes over $10,000 par annum to household income. In these
communities there is & high degree of occupational pluralism and
of depcndihce ¢n . large tracts of land. and water for the
harvesting of fish and wildlife, with the tracts held i{n more or
lesgs communal tenure. under- the indigenous system of economic
relations and resourcc’management.'

Much of - the.- economic . activity...in: these communities is
uﬁheaéured " and - unrecorded, and - hence . . both .overloocked and
misunderstood by c¢onventional ‘economic analysis, as well as by
conventional “economic ststistics“ﬁwhiéhs'ﬁocusanOn--regional and
sectoral aggregates.'. The community economies -(which' are the

basis' of the domesti¢ economic. sphere .identified below). are not

4

. See, for example, Rﬁ Ames, D Axford,f? Usher, B Wexck

Te;rwtcr:eg -Ottawva:. Canadian Arctic Resources Committee, 19&8'
Update 1981-19885,
Whitehorse: Department of Indlan and Northern Affairs and Yukon
Department of Economic Development, 1987; P.J. Usher and L.
‘Staples, Subsistence. . in_ the Yukon. Rnport prepared for the
ccuncxl of Yukon-lndians, ettawa, 1988. o .

- Amss lt'al, gng;;‘, P. J. Usher, "Ind:genous management
‘systems ‘andthe: conservation of wildlife in the Canadian North",
Alternatives 14 - (1):3-9, 13987; N.C. Quigley and N.J.McBride, "The
gtructure of an Arctic micro-economy'- the traditional secter in
communzﬂy icanomic dlvclopment", Arctic 40(3) 20&-210 1987.,

. i I L -

- ". "Ames ot al, ‘gpéggg_: Usher and Staples, og,cit., J. -

zpotvin, "Yukon . 2000: ' a crztxque" Northern Pergpectives .16
(2):37-28, :1988." g P
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archaic backwaters of poverty, as commonly supposed. They are
eccnomicaily and socially viable, emigration rates are low, and
household incomes (taking all sources of income into account) are
not much different from territorial or nationalla\‘férages. As
vell, food derived from the domestic harvesting of fish and
Qild;ifa’is one of the few sectors of theﬂecaném?'in which the
territories even begin to approach self-sufficiency. The base of
the community ec@nomies today is the fish and fildl%fe Tesources
of the two territories, and moderate levels of part-time,
seasonal, and full-time employment in both the public and private
gectors. - | o '
The 'implications of all this for territerial econcmic
development sffdfeéy{”hn&'for the impact of the trade deal, are
significant.” The tefffﬁbrfai‘éconbmieg; iiké’iii“%tﬁéfs,’:onaist
of threé snalyticaily Adistinguishable But interrelated sﬁﬁefes{
the publiﬁ, the private, énd the domestic. In ih; north,'the

public =phere {s the largest, and serves both natiocnal and

territo:ia¥;°bje¢t§?§a.' The private sphere"cqnéistQ of_#fggw

1argq‘nonbrosi&eng{?irmﬁ_(mainly in transportation, construction,

’.'\,Arthougn'f this . general pattern A prevails in  all

predominantly Native communities, . there are of course
considerable regional variations in the mix and form of domestic
and waged productive activity, related to the nature of local
regources and to the range of employment opportunities.
"{ National . objectives . include protection of Canadian
sover¥ignty, “idamtification and conservation or exploitation of
staples resources, and provisions of services to northern.
regsidents. Territorial objectives may be generally described as
the . provision’ of~ province-like services to the population,
adjusted to northern demographic, cultural and political needs.

-
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energy and minerals), and a much larger number of small tertiary

firms which are dapendent on the levels of economic activity
geﬁe‘rated by both government and rescurce development. As we
have already. suggested, the domestic. .sphere .is ﬁnusually
important. It .is of major cultural significance to Native
pecples and it provides a significant quantity of basic goods to
them; -a far greater proportion than dcas domesti_c activity to
other Canadians. '!'he‘dome,;.qtic sphere, ,how,gver’, has a relatively
low cash multiplier effect, generates .no . cash saurplus for
investment, and provides no ressonable basis for. taxatien. . . The
problem with the comuhity.nconomies..is not the current level of
pdrscnal .or househeld. income, but rather the provision of an
adequate level of publig infrastructure: . schoels, . haspitals,
roads, houses, municipal services, sacial programs, and 89 ON....,

The North  has.. an. open, . undiversified economy. with . fey
internal 1linkages, and is therefore highly . import-dependent.
These * mports can be financed only by means of staple exports or
com:.i.numg h:gh levels of federal government expend“;ture, whether
in the form of hlqck transfars to the tarr;:orul govermnems,

subsidies to entupnsea, or transfar payments te. 1§dwzduals Aa

. - — -
e Y'Y - Q

.wcl.l. :gwan thé ‘Nogth' s harsh envq.ronmp.ni, A:ts distance from

L
Sl et
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maj‘dr utropo],xfan cem'.res, and the scattu‘od d‘r;tributmn of 1ts
popula-txon,u-the .North! s economy :.s necessarny 3 lugly gaat
ecommg Imy good or service that 1; not um.q,ue to‘ :he North can
almosf. certamlg bo produced eluwhn:o, ,,and ?,ranspo‘rtnd to w’haro

I|a> ,".-.AP

it i. negd.d' u‘t.‘ lmr cl'ésto " . . “ .-, :. ;' P SRR Y

-
. . . - e
.
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¢ | Despite the nead for a staple export base, the North has
( never had one (with tﬁe partial exception. of mining in Yuken).
The nerthern oil boom of the late 70s and early 80s was largely
driven by the National Energy Program Petroluem Incéntive Program
grants, whieh' heavily subsidized oil and .gas explcration.
Similarly, most of ‘the major mines have depended on heavy
subsidies for  their .éstaélishment and . frequently for their
survival. In view of the lov biological productivity of the
North, furthermore, fish and wildlife resources must be regarded
'as-primarily-domestic'rosour;es: with the exzcaptions of  furs,
some commercial fisheries, and some animal byproducts: these
resources do not and cannot account for-a significant proportion
- of total exports, although they are in gome places of grest .local
importance. Consequently, whether one bases a northern
deveiopment=strategy on exports of non-renevable reasources, or-on
the maintenance of the domestic~reneﬁahle resource econcmy, high
levels of governmant expenditures in .the North.will c¢ontinue.-to
be an essentlal fact of 1life for the forseeable: future. -~ - |
" The need for subsidy is  of course not a unigquely nerthern
conq.ition.’ The .Canaéi;anvecanomy-xia.--'mgiefgl}.y diversa, with
manufacturing concentrated in central Canadé-whiie other . areas
raly primarily upon agriculture and natural resources extraction

and prbceasing. In -recognition of the varying fortunes of

', 'On”the interaction of the PTA with the need for subsidy
in a somevhat -similar .region . (Atlantic .Canada), see . Scott
Sinclair and Michael Clow,” "Regional Disparities” in Duncan
Cameron, ed, The Free Trade Deal. - Toronto: James Lorimer. and
Company, 1988. - . - '
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regions in such an unevenly developed economy, Canadian
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federalism is built upon the principle of national redistributien
of :l)realth from "have" to "have-not" provinces, through negotiagted
federal-provincial fiscal arrangements, '"need-driven" natioﬁa}
progfams (such as Unemployment Insurance), and direct program
.e;:penditpres. Si;bsidization af the .Eorthgrp_ tax.'_r_i;g,rie.s.,
however, takes place. within a different -po.]._i_f;i;:'alh and
constitutional framework. R

. Politically, the territorial north is distinctive in at ‘lea'st
two. ways. Pirst, it is arquably the only re‘g.'::,.gq”,i‘tg‘c,'apa'da_whcrn
Native people are sufficiently numerocus to n;ce,r;'ilzse significant
and - sustained political power. Native pecples' influence is
apparent. in the composition of elected territorial governments:
in . the N.W.T,, . they comprise the ‘maj.or._ity of elected
representatives; in the Yukon, they 9’ra,‘lq£‘:£.i..cign;1’¥ “i"nflgo,.nvtial
in the territorial Cabinet that their concerns shape mug;i; :91, the
government agenda. There are also powerful Native
crganizations, representing each major aboriginal gro\;p,_ Besides
working with and through each tarritorial government; northern
Native organizat.iou have  for .over’ a .decade  been negotiating
Acomnrehensive claims agre.ementa with’ t.he -iederal .government.
These "modern treaties, " "in concert’ w:.t‘h Sther’ Native ‘political
initiatives on other fronts, will ,pgmanergt.l,z redefine the
rnlationéﬁip-bf northern Native collacti\;itiu to the rest of
Canada. They will secure for exclusive Native. use iéxigi portion

‘of the .large tracts of land upon ‘whigh "the domastic’ economy

10 | |
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depends, and entrench certain provisions which should make Native
participation in territorial ‘ecenomic and political deve lopment.
mere aquitable than has been the case hitherto. Just now the
process of redefining this relationship 'is at a particularly

eritical juncture. One major claims agreement was reached in

- 1984, one reached the agreement-in-principle stage this year, and

the remaining two outstanding claims are quite ‘tlose to
agrnment-in-principle.“ . AS we érgue belov, these agreements
contain inany hard-won provisions which may conflict with the
specific terms of the PTA. - T o SEE

. The second important political characteristic shared by each
teéritory. is that, even though beth territorlial governments have
fully elected legislatures, botﬁ have less than provinciél status
within Confederation. - They remain,  constitutionally, in a
colonial pésitiom . while ‘the jurisdiction, the rights, the
responsibilities and the structure of provincial governments are
entrenched in the constitution, each territorial government is
esiabliahed only in federal legislation, which may ‘be changed

unilaterally by Parliament. Unlike provinces, neither territory

. . The . Inuvialuit, wvho 1live 'in ' the Mackenzie

Delta/Beaufort Sea area of the northwestern N.W.T., reached a
final. comprehensive claims agreement with the federal'government
in 1984. 1In 1988, the Dene Nation and the Metis Association of
the Northwest Territories (comprised of Natives living south of -
the treeline in the the southwestern N.W.T.) signed a claims
agreements-in-principles, - the penultimate step towards a final
agreement. The Tungavik Pederation of Nunavut, which negotiates
on behalf of the Inuit who form the great majority of the N.W.T.
population north of the treeline, and the Council for Yukon
Indians (representing all aboriginal people in that territory)
are alsc quite close to an agreement-in-principle.

11
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controls Crown land, nor its subsurface and marine rasources.

The ' lack of ' province-like powers (particularly -the lack of
control over natural resources) makes the ¢territorial north
particularly vulnerable to federal economic development . policy.
These decisions are ‘constitutionally 'still - the' primary
responsibility of the -federal Minister of Indian Affairs ‘and
Northérn Development, although in the last decade other members
of Cabinet, particula:ly the Minister of Energy, Mines and
Resources, have become very i.n!.‘L-a.mn‘l:i.a'.’r..~u - S LR
.+».Daspite these circumstances, for manﬁ' practical political
pqrposes'-the territorial ' governments often appear to ~differ
little ' from provincial governments in the way - that - they make
policy and deliver 'programs '&nd services. - Nevertheless, their
inferior constitutional -status has hajorvdmﬁlidations vhen ‘the
large wheels of executive federalism are turning;~iwhe attendence |

of territorial governments at federal-provincial confarences and

BRI T R A . ¥
I.‘-I-"* -

", 1n August 1988 a small step ‘was taken towards changxng
thig situation.’  The. Prime Minister of Canada -and the Leader of
the Government of the Northwest Territories Legislative Assembly
signed an agreement concerning the principles for negotiating a
"Northern Qil and Gas Accord." The agreement states that the
Accord ' maey - include 'provigsions for .transfer . to .the NWT of
legislative responsibility for on-shore oil and gas, shared
responsibility. .for the ‘same rescurces off-shosre; and sharing of
revenues from production. No txmtable tor the conclusion of
negotiations .was established. ' . T
N, Cf...Frances" Abele *Conservative Northern Development
?olicy' A New Broom in an Qld Bottleneck?" in Michael J. Prince,
A _Spends. 1986-87: - Tracking  the Tories.  Toronto:
Methuen, 1986° Frances Abele and Katherine Graham, "Plus Que Ca
Changa...Nbrthnrn -and- Native Policy" in Xatherine Graham, ed. How

Qttava Spen 198 -89- Heading nto the Stretch. - Ottawa:
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consultations is not guaranteed, and so they were excluded

altogether from ' the ‘on-going federal consultations with

provincial premiers with respect to the free trade agreement, a
fact which may' account  for -some crucial silences in tha document

3]
on igssues of paramount concern to northerners.

2. A Nev "Northern Vision"

- Beth "aconom-ic and political circumstances - define the
territorial north as a ‘region unlike the others, with unigue
needs and'unique potential, In particular, the north's economic
future-is verf much-ccritestad terrain., ' In the last two decﬁdes
thers have. been great battles over the shape, pace and directicn
of northern ec¢onomic -develdpment:; waged by an extraordinarily
powerful federal government and unusually: influenti'al'fregionai
Native organizations, with the territorial ‘governments often

wedged in ‘between. ' In ‘the pitched battles of the 1970s,’

". There was an ofportumty for territorial particxpation
in: free trade consultations "at ther-officials level™, but lacking
the clout of elected leaders, the officials could hardly be
expeacted to exercise much force in pressing territorial concerns.

"

. ~'B.,J. Dosman, The Nationa
Northern Deve opment 1968~1978. oronto: McClelland and

Stewart, - 19 -Francois Bregha, Bgb Blair's Pipeline:  The
Business and Pol;;zcs of Northern Energy Develgpment Projects.

TOronto: James Lonmar and Company, 1979; Gurston Dacks, A
£ g in t anadian. North. Toronto:
MetRuen, 1981 Robert Page, Northern Development: The Canadian
Dilemmd. " Toronto: McClelland and Stawart, 1986. Por more
Eevelop:unt of the pontzcal and const.ituuonal analysis referred
'see Michael" -Aschy: ome Native - Land: -
Aboriginal  Peoples ‘and . Torento:
Methuen, 1984; Frances Abele, "Ganadian Contradictions: rarty
'inrs of Northorn Politxcal Dovelopment" Arctic 40(4) 1987.°

to in. this paper,

13
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gsurvival of the domestic economy was seen to depend upon halting

major non-renevable resource development projects (such as the
Mackenzie Valley pipeline), and there were often great.divides
among northerners themselves on suchlquestions;; Caes
More. recently, : territorial governments. ..and Native
arganiz&tioqs have : begun working :.together at  the peolitical
ieve1,~uto‘ develop alternative. constitutional and . economic
arrangements that would confer full citizonship'rights onto all
ttrritérial regsidents and begin to buil& an . economy that aeould,
tn' time, : provide northerners: with employment and. economic
stahility; Northerners are making plans for economic development
which specifically address the particular charactnrzstzca of the‘
northern political economy and which- cauld form the basis for
eventual ‘economic .stability and prasperity. The most concerted
effort was made in the Yuken, thnough the broadly participatory
planning/ exercise known: as Yukon 2000,° but both N.W.T.
legislators and Native organizations have also recently organized
conferences to. assist in :the:development of their-oun. approaches
to sustainable ecenomic development. ~ Although' there remain |
. divisions -of opinion and. of .interest among. northerners about the
best course forwvard, there ‘has been sufficient progress that it

v b - . 0 ¢ 1 . W . f |
- DI PR U I SUEEE R T} C I R I bl g e

. ' .
TS glew e .y MO INsLERa . v 44 N > v . AR} ' Y Y LY I S Y

®. Yukon, The Things That Matter. A Report of Yukoners'
Views on the PFuture of Their -Economy and. Thelr  Society.
Whm:eher:e ’ Igsai'lé,u ls*gtstning the. . Pcyular ‘Sector"; . Northern
i I :(4 ’-.. 8 ,"_v-i"'.-‘_lvh"‘\ TE et v . th e

14
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) is pdgaiblg'to speak of an emerging consensus.“

- FPirst, thera is growing égreement about the need to protect
and support the démestic econcmy. Much of Native peoples’
political activity (through the claims process and elsewhere) has
been directed towards protecting the lands and resources upon

~which the domestic economy depends;'through various schemes for
preducer management and cont rol." © The 'Native organizations'’
point has been taken by northerners 'as a whole, leadingsﬁo,d new
interest- in ensuring the viabiiity of the domestic sactor. The
consensus here is based on a ‘concrete’ appreciatian of ‘the
contribution: ¢f community-based domestic production to the
northern economy overall. ‘zqually important ‘has bBeen the
racognition that ‘the domestxc economy contributes to susta;n;ng
the small commun1txel in vhich most northern Native people live,
and vhers tpay fznﬁlboth c?ntﬁnu§ty wﬁgyhthq;;hcg}pu?alvpast and

a basis for the continued evelution of their "distinct

societies.”
. : LN "

Both Native and non—Native northarnors agree, too, about

16

. See Yukon Econcmic Development Persneg;ivg

and Canada, Parliament, House of Commons, Standing Committee on
Bxternal Affairs and International Trade, Minutes of Procsedings
and szdengg .33rd. Parliament,’ 2nd. Session,-No. 4 5 Novembaer
1387: - testimony:o of 'the' Hon. 'Nick” Szbbestow, Deputy Government
Leader . ‘and  Ministér ‘of Econemic Development and Tourism,
testimony " of- Mr, Bill Erasmus, President, Dene Nation, and
testimony of Mr. Shakir Alwarid, Deputy Minister, Bcgnomi:
Development Mxnns and Small Buszness. y A v
".4. All of the claims agreements contain provisions which'
wvould ‘entrench -nearly -exclusive Native control ' over 'some
particularly important". tracts. of —land, and they .all “‘would
establish joint Native-government’ managcmont boards Eor crucial
resources like wvildlife, land and water. o
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other pelicy measures that are necessary to stabilize the "boom

and bust" cycles that afflict the territorial econcmies. . Thus,
the claims agreements all contain provisions to permit
collectively controlled. Native organizaticns -to. invest in
territorial enterprises in areas like transportation, tourism and
n.on-renewabla rcsource -preduction. . . Also, - each territorial
government ‘envisions the use of subszdtes, grants -and‘ state-
funded infrastructure develcpment to ‘diversify the economic base
through the develecpment of indigenous northern businesses, It is
expected that the businesses will produce goods to be substituted
for those currently imported, or develop more fully fledgling
service industries, -sueh as tourism.' In' all of ‘these cases and
i‘n the case of direct investment im the no-rth's ‘non-renevable
resources, ' the ‘governments. :‘anticipate . :using. 'performance
requirements " -and' ' regulatory -power -to- favour. -Iocal 'small
businesses. and to enforce training "and: employment . of local
people.

™is Iapproach is quite different frem the macro-sffect,
mega-project strategy which has often been the choice of fcdergl
politicians and: officials responsible fur northern development.
In _the..,traditional ‘approach, "major projects in the north havé
often been sﬁbsidized for national purposes (like Canadian energy
self-sufficiancy). .+ : Local impacts ‘and - local benefits were
conaidered only as afterthoughts, once the decision to go ahead
hu. besn f.akan,,and ‘the pro;ects waro not integratld vith & more

«comprehtnsive devclopinaﬁi straugy for the north. in cont.rast,

o H'
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northerners are develeping a flexible and long-term approach

leading t;.o diversified economic development, This approach
assumes a significant degree of strategic government intervention
and recognizes that creative use of subsidies will be necessary.
In this context, the development of local entarprises is seen to
have two benefits:  local, Qnterprises will .generatoﬁ and reinvest
income in the territééies; while at the same  time they will
provide effective training to the local- (particularly ‘Native)
labour force in the business and management skills which are
currently in short.supply. By
In general, a key objective of poth Native organizations and
- territorial governments’ is control over, .and-.a much more active
‘use of, resource and environmentai - management toois for both
conservation and economic ends. In a marked departure.from the
wvay in which issues vere defined in the seventies,. conservation

and economic develcpment ara seen increasingly by northernars as

potentially complementary goals, provided that .they have ¢the
tools to control the pace and charactar of economic devalopment.

This new approach recognizes that thera are ways in which the
demestic econemy can .be complemented by the provision pf certain
kinds of employment opportunities, in part because individuals'
and housaholds may choogse to use their income from vagas to
.enhanceuuthnv .‘Lmd—buad prcductwe capacxt.us, “and in part

AP S T W

bu'.aun __mgﬂaamg nunbera of young people may :hcose to nakc
«~ r"hu
. theu' livmg pnmarily from vage employment. It 13 also

recognized that -there is still a potenf.ial for. resource use

17
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- conflict (for non-renewable rescurce development to destroy the
basis of other sectors of the northern economy) and for projects
| which exploit . northern .rescurces while providing few real
employment, training and business cpportunitles to northerners,
. These negative :.effects can cnly be avoided if the appropriate
management tools. are availal;:le to northerners. That is vhy all
of  the clazms negotzatxng bodzes have emphasized ~resource
management boards and control _over land use, even whilo_ they
ingist on their. right to participate in all forms of géonqmi_c
activity. in the north.. It.also accaunts, for the. territorial
governments' .-interist .in. the. develution of further powers from
the . federal..: to . the . territarial level of . government _,‘,’“.‘..3.,'
particularly, for their enthusiasm  for an "eil ar_lg,__gag“ accord”
with the federal Cabinet which would. provide , them .with some
measure of eontrel. (and revenue) .in ﬁ_hh cxuqihal_,sec;qxﬁ."l
 We ‘have, argued that the territorial north is an
"underdeveloped” . region in Canada with par::}cn;;r._,si__::gngths and
particular..needs, and that . for scme .time, in both iterritq;ijovs.,
there has heen s growmg consensus about a newv economic

.

dwelopmen: stratcgy. A Wh:.le ‘there 'ramam 1m§br¥.‘ént dmfferenccs
.of interaat betw'oﬂe'n ‘ii;tjve and non-Natwp nqrtherners, and among

, a4 .‘!,4:..' ) ne X i - [ TR e -

", -'-nite nate 12 above. . 'Nat.ive erganizaucns, and
territaz-ial .governments have come . .into ~conflict over ‘the
devolution .. process. The . Native - argnmzatwns sesk ' the
emtrenchmng -of .Native nlf-dotminm’.mn in ' territorial
governing. mstitutionsu .They note that_ dwolution of governing
responsibilities from ‘the federal level is part of ‘the process .
through which new governing arrangementa in the ‘iorth &re being
‘worked . out, and they want to ensure, 'chat Natxve. pooplu'
‘intarests are protected.

18
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the imnters, trappers, private and public sector workers, and
small business people of the north, they all have a’' common
interest in developing a healthy northern economy. This common
interest has led to discussion and cempromise, and a growing
appi‘eciation that there is no "quick fix" or simple sclution,
wvhether it be megap_rqjeqté or renewable resources. lnhstead, the
North must raly‘l o-nh a mixed e‘é:onomy,"‘ based en a Ereative balance
batween "stap'le export development, the domestic sphere, and
national public -investment, in ‘order to Meet the social and
cultural as well as the narrowly etonomic needs of the North,”
Exclugsive reliance 'on market forces, in coﬁtfast,. can only
perpetuate  ‘the traditional "boom-bust"'' cycle that ‘has

characterized the North (and other po'x;iphe'rgl""régféns)' in the

'past. - It is against the imperatives of this process, ‘and ‘of

northerners' plans for their economiec future, that the free trade

e

agreement must be assessed.
3. Pedaral and Territorial Responses to the Free Trade Agreement

In a 1987 speach to northarners, the Minister of Indian
Affairs and Northérn Development’ refognized the importance of
northern access to the levers of economic planning. ' He
highlighted -~ "strengthening responsible " ‘government by
transferring programs 'to territorial control," negotiation cof

claims settléments which will "provide native northerners with

. For a comparable perspective on the economy of

Newfoundland, see Building On Our Strengths. Report of the Royal
Commission on Employment and Unemployment. St John's, 1986.
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the land and resources they need to maintain their traditicnal
activities and' facilitate eccnomic' developmeant in native
communities;" and "[improvement of)] the northern business climate
[te] encourage "investment in general.“' In the same speach,

turning to consider the impact of the free trade agreement on. all
of - these processes, he  echced ‘the  sentimants of his fellow
Cahxnon mznxsters when they comment on the agraoment's xmpact on
the nat:onal economy. Ha stated that for Canada in goneral it

wxll "socura and 1ncreaso cAnadxan johs " "lcwgr congumer

. Ty " )

pr;ces," and “lttract jobs cruatxng 1nvostmonts and benofxt overy

LT RYL L

region of tho country," add:ng'
I can't prqd;ct exactly where gréﬁéh“”will ocecur,
However it's not my job to plan the northern economy in
detail and it wouldn't be right for me to try. I would
just get in the way of the economie sel!-reliance that'
the real toundation of'pobibical growth. D S
i " R o A R . .‘
We believe tnat the optimzstic claxms‘made about the rikely
rmpact of‘ .th £ree trade agreement - -in- -¥m- north * are
FEOEE R Y 8 ;':"'
questxcnable, and -moTe - 1mportantly, that there appears to ba na

T ™o d -‘ MR~

rosearch supportan the Hxnisﬁer's clatms about the imp:ct of tho

PTA on the territorial north. rederal subs:dies and pulit:cal

. “. Ml q-uotat.ions are !rom SQegch Not eg fcrr thc I-Inn. 3111
Mcxnight Minister -of Indian Affairs and Northern Development, to
the -Ninth Northern Rasourcos cOnferonce, Whiteherse, Yukon,
October 22, 1987. - NI v

T

(LKl PP

. As late as SQPtember 1988, noe analys:s of the northcrn

impact  of the free trade .agreement had been produced by either
the Minister's office or the Department of Indian Affairs and
Northern Development. See Canadian Arctic Resources Committee,
"Editor's Note," Norther spectives 16 (3) (May-June 1988) p.
7. To our. knowledge, the onEy federal publication on this topic
is a small pamphlet, Capada' . Pree Tra Agreement;
20
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. choicﬁs are still very important for all forms of territorial
aconomic and politicél develcpment. Thersicre, while it may not
be appropriate for a federal Minister "to plan the northern
economy in Qetail”, he does need to think through the northern-
specific effects of the agreement because these will cartainly
- shape -federal northern expenditure regquirements. . o
Furthermore, since the Canadian state first entared the
north, "the real foundation of political growth" has not been
| "economic self-reliance," but rather public investment, justified
in terms -of national or .corporate interest. For the reasons
outlined earliar, it is extremely unlikely that either territory
will achieve economic self-reliance in the foreseeable future, if
vhat is meant by this term is that territorial governments will
become self-financing or that either the domestic economy or the
staples econcmy will operate without subsidy. Pinally, if the
northern econcmies are ever to move past extreme dapondencg upon
outside sources of funds, it .is perfectly clear that. vhat they
require is the capacity-far-earezul~p&anningvthrcugh,ihe public
pelicy process, -and then the exercise of all avqilahle pélfﬁy
instruments to 1mplemgnt their plans. . As we shall argue in the
following section; these instruments, many now"in federal hands,
will be aharply constrained by the free trade agreem.nt, vhather
thcy arg.wxglded later by the £edaral government, tho torrxtorial

‘s

rthyest d on Territorigs, produced under the authority of
the Minister for International Trade. The pamphlet 1lists
~ potential benefits of the PTA, but acknowledges -no -costs and
contains ne aupporting analysis.

21
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government, or by Native organizations. ‘

Both territorial governments have conducted analyses of the
text of the free trade agreement and attempted $o assess the
provisions against the needs of their economies. Jh§ N, T,
government is willing, with some reservations, to accept federal
assurances that the free trade agreement w{}l produce a net
benefit to the territorial econcmy. The. potential economic
benefits they fanticipate arise  mainly in the 'fcrm .of . lower
tariffs on scme exported products (such as fun.,,g\arment'é) and
lower prices on impo;ted‘goods." N.W.T. reservations about the
agreement were -expressed by Nick Sibbeston, Deputy . Governmant
Leidgr and .Minister of Bconomic Development and.. .Tourism, . in
‘testimany. before ‘ghe‘LCommona; Standing Committee on External
Affairs and International.Trade -in November 1987, before the
text of the agreement was Aavailable.. Mr. Sibbeston raised
concerns about the impact of the agreement on the settlement of
land claims, negotiaticn of the northern oil and gas accord, and
the  development. of a . northarn- land and resource management
system.i He sought (and.did not ;e:eive from the Committee)

substantive assurances that the FTA "will not inhibit the ability

.0f, northernars to develgp those nublic. and privgggniq§§§;ut;ong

~ ™ Yuken, Econcmic'bévolopment. Mines and’ Small Business,

The Canada - U.S.A. Trade nt and the Yukon. 1 March 1988,

Whitehorse; Chandra Oo;ln, Murray Smith an rrgnk ltf;u, "The
R (3

fgr the Northwest Terrz;or;gg Instztuta or Resegarch in Publxc
PQ ICY' n q o (RS ‘ . T ey s
£ ]

. » These are h;ghlxghted in Oodit et al i £

CY R o XY} .,
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necessary to manage cur lands and rescurces."“

‘In’ stafements from the Yukon government on these isgues,
there is 'an even firmer approach, perhaps because as a result of
the Yukon 2000 ' planning exercise discussed earlier, Yuken
politicians and officials have a more comprehensive and cxpiitit
economic developmant strategy against which all federal economic
initiatives can be assessed. Comments from Yukon politicians and
officials both before and after the text of the agreement was
available to them have heen quite' econsistent: '~ the Yukon
government sees-a few small and uncertaiﬂ benefi%s'and many‘cééts
and risks. Again in ﬁéstimcny to the Commons Committee, Shakir

Alvarid, Deputy Minister, Econbﬁic*nQVelopméﬁté'Small‘auéinaéé

" and Tourism, 'listed the ways in 'which the 'free ‘trade agreement

would Hamper his'government*s”ecénomic”débélopmeht“Tﬁliiatf%é%;*"“

. First, he emphasized the effectiveness 'of his government's
use of ldocal preference procuremekt policies in stimulating local
business development. Noting'that negotiations had begun with the

federal Department of Supply and Services to secure federal

ol b ! 3

*, Canada, Paéliament, Houge of Commons, Standing

Committes on External Affairs’ and Interndtional Trade, Minutes of
Proceedings and Bvidence, 33rd Parliament, 2nd Session, Ne. 47,

S November 1987. Ottawa: Department of Supply and Services,
1587. Cited hereafter as Commons Committee. This is the source
for all subsequért quotations attributed to Mr. Alwarid. Some
other 'witnesses ' representing-'N.W.T. interests, such. as KXlaus
Roth, Executive Director of the Tourism Industry Association of
the Ndrthwest 'Territories, gave qualified suppert .to the trade
agreement —-on - the- basis of "understandings” that certain key
supports to the industry would not be affected.’ In contrast, the
N.W.T. 'Federation of Labour representative,’ Douglas Marshall,
made his organization*s cpposition to ‘the agreament very clear.
Some aspects of both Mr. Roth's testliony ‘are discussed in the

last gection of this paper.
R 23
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compliance with the same policy, he commented that "the free
trade deal appears tc have abruptly. terminated . that
opportunif.y." Second, he listed a number of entarprises being
subsidized in various ways from federal and territorial. funding

scurces as part of an overall import substitution strategy, to

‘create . local suppliers for formerly. imported goods.  This

strategy, already enjoying -some success, would be ruled out by

the trade agreement. Third, he noted that contrel of Yuken
hydroelectric. resources. would be curtailed by the. agreement,
including elimination of the posaibility of developing locally

needed power .sources through a two-price -system, which would

9204735825

involve selling powei' to Yukon enterprises at a rate lower thaﬁ ,

that charged to customers in Alaska. PFourth, he argued.that. .the
investment provisgsions of the FTA would restrict his government-’ s
capacity .to regulate, future .foreign investment..in enterprises
vith American . markets,. but "are mute on manf af the mechaniams
utilized .in the United Statgs-;-toiwz.@e‘str.#ct foreign {nvestment."
Subsidies .and .other . incentives; ~ as -well - as. performance
requirements - related . to: flocal..uhire, . hocal production -and

affirmative action could be precluded. Pinally;-he claimed-that

hy .créiting a North American -trading area, .the agueement would

‘waaken- the‘ Yukon government's capacity to diversify -economic

relations, particularly with Pacific Rim countries, - vec e o
.The territorial Native organizations have not produced -formal

analyses of the impact of the free trade agreement {n the
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north. The leader of one Native organization, Dene Nation
Pnesident Bill Erasmus, did testify before the House of .Commons.
Standing Committee on External Affairs and International Trada,
which visited Yellowknife (but no other northern location) to
hear submissions in Ncvember 1587. . In .explaining Dene Nation
opposition to..the. agreement, Erasmus stated:
.. Access to the"American trade market means absalutely
nothing to the Dene Nation. We have two major
. concerns. First, how.will this agreement affect , land
claimg? Second, how will it affect sccial programs?
Some of the ratiénale which may. underi} i“.Mr. Erasmus'’
testimony is found in a research study prepared for Eﬁ; Assembly

of Pirst Nations and the Native Council of Canada before the
. o . . .- ' BRI (] AT

free

. p v

- This absence should not be interpreted as an indication
of lack of interest. Since meetings were held in Yellowknife, it
would have Dbeean .particularly expensive. . for even the
"neighbouring” aboriginal organizations (from the Yukon and the
Mackenzie Delta) .to attend. Further, the reglonal aboriginal
organizations have no funds to pay for independent research on
thig question and the near completion of the claims process has
likely fully occupied existing staff. Analyses are available
from.. at. least, two. of the national Native organizations which
represent Native northernars along with Native peoples from
across the country. .Tha Assembly of .First Nations (AFN), the
national voica of Indians who have "status" under the Indian Act,
and the Native Council. of Canada (NCC), representing non-status
Indians nationally, have published a series of research papers
concerning the impact of the FTA on Native peoples, to assist

" their memberships in coming to terms with the issue.

- The AFN has taken a strong stand against the agreement and is
a member of the Pro-Canada Network, a national ccalition of free
trade opponents, Cf. Assembly of Pirst Nations, "Presentation to
the Standing Committee on International Trade and Commerce on -the
Subject of the. Propcsed Canada/U.S.A. Free Trade Agreement," 18

November 1987, .. . . ~ L L L e
®. Commons Committee, gp. c£it, .

RN ’ im0
! e
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' trade negotiations had been comple:ed." The report notes a

number cf opportunities for economic benefits to Native peoples,
should their representatives become' involved in the process, but
since, in the event, there was vnc opportunity for national
aboriginal organizations to participate, most of these were not
addressed. The . researchers also scund a.number of cautionary
note‘s.‘ should a. freq trade agreement--be implemented. They
conclude that. "marginal firms and marginal workers Qould confront
intensified competitive .forces, and .would only .continue to
survive or:be employed if efforts were made tao. improve their
productivity" and that . "Native people,. .generally, evidence
ch#racte.riuiu that will make it much more difficult for them to
regspond - to.' the ---opportunities ~‘--a-saofciat.ed with freer
trade...fincluding}: low  education. .and .skill . .attainment; high
ur'xemploymnt and’ low participation rates in. the wage economy; and
social - and home conditiona. that . discourage -. individual
initiyaf.ive."'f. Arguing that for these and other reasons, market-
driven solutiqni will 1likely disadvantage,. rather..than help,
Native paople, .the researchers found a need for more, not fever,
"special assistance . programs" to overcome existing. parriers.

Finally, the.report raised a number of outstanding issues -r.ela‘te‘d

b Canada ‘East-West, Centre . Ltd., ggt.ivg ‘Rights and.
| . da: 1 A Discugsien
Paper prep&rnd or the Natwe Couneil o Canada and the Assembly
of Pirst..Nations, March 1987, The document carries the proviso
that the opinions expressed therein do not necessartly reflect
thn opinmna of either spcnsarmg organizanon,

.";'-'-. Canada last-ﬂost clntre Lt&. gg. c;t. pp 269-253.
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to. comprehensive and specific claims, concerning the possible'
impact of a trade agreement on claims previsions (related to land
and water rights) and the spec¢ial needs of Native producers for
strong environmental protection measures, "“'which ' "required
clarification.

Despite _sbme differences in the approach taken "By each
territorial government, and diffarences in the interests of
northern Native ‘people ‘'from those of ' their non-Native co-
rasidents, . it is :clear from this review that thersa is
considerable cénvergince of opinion. The 'most ™~ striking
convergence is demonstrated in all commentators' concarn that the
power of public institutions to prbtect and to ‘enhance ndrthern
economi¢ development must not be ercded. These concerns have not
been allayed, aeither by the federal Minister reponsible for
northern  development, or by the govefnment members of the touring
Commons committee.

4. The Impact of the Free Trade Agreement in the N.H.T and Yukon
- Most provisions of the free trade agreement will directly
affect the north, as they will affect all other parts of the
Capad}gn oeoncmygaqUI;imatgly,.;hqh;érgést:nqﬁyyg;n-impact'may
bo  tﬁ;:.aékeéﬁ;;i;;i:iégé-ﬁerm effect on the éraater gggggigg
econcmy, since the northern economy will continue to requi.re
ngnificsnt‘m:'n'\)resmnt frcm southnrn saurces, both public and
privatc. This probabzlxty ve racogn:ze, but set asxda, in ordor

to focus on diredect’ regional ntfects.

i
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Our assesgment of the impact of the agreement in the north
is developed from an interpretation of the text in the context of
the h:story of Canada ~- U.S. relations and .in light of both the
particular characteristics of the nerthern turrztorzal economies
which were  highlighted - earlier, ..and the emerging northern
consensus on measures to deal with northern economic, imperatives,
We reach conclusions different from those reached by conventional
macraeconomic-analysis,” because our analysis iSjbaaed upon a
different . picture of the territorial . econcmies. Two

implizationg, at least, may be drawn from our earlier.analysis.

.« Pirss, public expenditure will. comntinue to. .play a crucial
role in the northern economy, and: it is~therq£or§wossentialp;hat
governing bodies within the territories have substantial.control
and direction of that spending. : Public .investment provides
employment directly: .at least 40% of .workers.in. each territory
are -emp;oyéd by - band,  municipal, - territorial and = federal
govermments. ‘“-Public .investment providas_gmployment indizectly
too, ‘irn the .tertiary sector which sells goods ‘and services to
governmant, and in heavily subsidized :non-renewable -rescurce

developnent - . projects. ... Sound  forecasting and. planning are

¥, as in, for example, OCodit et al, op. cit, This
document tahkes a sectoral approach' to the N.W.T. econcmy .(as &o
industry economists, trade association economists, and, all toe
often, government economists). Such a sectoral approach
inevitably ignores the domestic sphere (viz.. Patwvin, op.
and the mixed, suhsistenee—base& nature . ®f mich of the ncrthern
economy. . .By assuming .the  institutionel . loeus: ..of -.economic
activity to be the firm, conventional .analysis. ignores the
crucial role of household production, factor allocation, and
exchange, -as well as.the economic links both emong households and

. bntween households and the rest of the economy.

28
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essential to ensure that publie investment in cne area of the

economy (for example, energy) does not foraclose options in
anothér (such as the domestic sconcmy). We believe that thess
considerations. ~--which concern, ultimately political control over
the direction and nature of northern economic development-- are
more important in the long. run than predictions about the
possibie numbers of jobs and sectoral,tradg opportunities which
may be generated when the agreement is implemented. This is
especially important in view of the fact that many other factors,
;guch as the relative value of the Canadian dollar, could hava
mﬁch greater effects on expo:t-bas;d jebs and incamg'than_ghe FTA
jtself. _ N o
Second, it is essential to recognize the important role

domestic production plays in sustaining  Native  northerners’
livelihood. and well-being, and to take into account the special
dynamic characteristics and neads of the domestic economy.
Although the means of quahtifying participation and production in
the domestic sphere are increasingly well known to sccial
scientists, and are used 1ncreaszngly in the national accounts of

Third World countr;eaﬂ :hxz ia still’ not " dana - oifxcia:ly in

- e e et sam

f vi"u'

Canadian jurxsdzctions,' and. hence the domnsiic economy rarely
appears in faﬁnal quantii;ative descr:.pt.iqns of tho N.w T. and
Yukon acanomes..~ anetheless, the domastic economy dsmonstrably
lexiStSy -andu'prov;dns. many lnd;vidual;” qnq““hpusehqlds vith a
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livelihood that cannot be replacod."'.What the domestic economy |
requires -is.an assured resource base,: in the form of large tracts
of land available.to hunters, trappers and gatherers, as well as
economic. support  to primary producers. - Thus, as Dene Natlon
Presideht Erasmus noied, the important considerations about the

. impact of the FTA in the north arige .from. the - impact. of the
agreement upon land claims and social programs (broadly defined),
botﬁ'of which are: in different ways essential to .the health of
the dcmestic economy. These issues we will consider shortly.

Our concerns about the agreement may be organized in three
general categories, which we will discuss in tura, These include
a concern. about. what. {8 not in the agreement, scme reflnctianslon
the tariff provisions,. and finally, wve have a.number:of concerns
about the effect of the PTA upon the political capacity of-
northerners to carry out -an -appropriate -economic..development

strategy for their .region.. -

Important Omigsions = .. . .0 o L0

" The free trade agreement is sgilent on: the question of how
{ts provisions might affect the implementation of comprehensive
éiaims.sottleman:s,.}!t there argié‘rnmmmr-ot'gre&s in which

conflicts might arise. First, all of the‘claimh'agroomants will

", In terms of enmployment and income generated, the

domestic production of food alone would appear to be the third
largest activity in the N.W.T., behind government, and minerals
(including oil and gas), but ahead of tourism (according to data

presented to the Commons Committee in Yellowknife). ct.
testimony of K.W. Roth and N. Sibbeston, .Commons Committee, p.
48-19 and 47-63. KT o e
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~~gtabligh joint management boards in which there will be

\significant Native participation in the management of such key

resources ad wildlife, land and water. It is envisicned that the
boards will function to ensurs that resources are managed in such
a way that the viability of the predominantly Native arena of
renevable ' resources production 'is protected and that the
resources are developed in ua way whiéh ‘enhances long-term
economic health in Native communities. The boards require, amon§
other things, the capabity to halt, delay or alter non~renewable
resource develdpment projects’ which would intarfere with
renevable resources production., 'As well, Native surface title in
scme casaes iﬁcludes the 'right 'to ‘enter into participation
agreements with resource developers covering auch areas as equity
participation, employment,‘ training, business oppertunities,
environmental safeguards, project modification, and compensation.

U.S. businesses and investors given national treatment may

challenge some of thesé measures as well as a vafléty '‘of

distinctive Canadian practices in' fisheries and wildlife
management, especially those providing for preferential ‘or
exclusive Native access to commercial resource harvesting

oppertunities.” . Whether the challbngqs'prQVQ successful will

The FTA investment provisions may alsc interfere with
those compreheangive claims agreements that provide for
beneficiar:es (and their organizations and entorprisos) a "right
of -first - ‘refusal" on TrTenewvable - resource-based ‘‘-econonic
cpportunities ~ It can be argued that the economic value of this
pravision to Native orgpnxzatzons is questionable "in any event,
since the determination of the market value of such assets is
fraught with opportun;tics for price inflation. To 'the éxtent,
howuvcr, that opening the market to US operators will ‘increase

3l
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~ depend in part upon whether Native organizations, corpcrations

and. . enterprises. are deemed to be ‘'private" or ‘“publie"
iniitmtions. Whatever the outcome of such a process, it will
be a case of the f{ree trade agreement "tail" wagging the.claims
agreem@nt "dog:" surely.it would better serve the,intefests of
Native peneficiaries of the claims settlements to have.these
questions dacided'ig another (domestic) forum.”.. ..

.. Then there is the potentially much more serious question of
hunter support programs. These may also. be .affected by the
absence :in the free trade agreement of guaranteed exemption (er
"grandfathering") of cl&ims-agreéments, althougli. because subsidy
negotiations are not yet underwvay, thare is still an .opportunity
to protect such programs.

The 1975 James Bay and Northern Quebec Agreement broke new
ground in devising .a .means to use claim settlement funding to
support the domestic econcmy. The 1975 Agreement built into the
settlement a complex (and apparently very effactive) system for
using funds released Dby the claims -settlement to provide cash

support for . domestic .production (so-called T"traditional"

Y ' Cee ! ‘ oL YT L T
LN

market valuea,. . the "'”‘.e.canomi.c value of first . refusal rights
accorded to beneficiaries will be reduced, if indeed these rights
can withstand challenge on principle under the FTA.

-3

. Lol Yy ty .
B T N TR . . nmes -

! PRI
. " Because of its wide economic reach and because many
existing .npolicy {instruments -but not innovations are
"grandfathered” (excepted from .the provisions)., it seems likely
that the free trade .agreement will work.in the long run to

‘harmonize" the. special .measures. permitted . Native  econemic
erganizations in Canada and the U.8. -~ = oo 0 -

[T N RPN VNN o
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activities).“ Organizations established to administer claims in
. the . N.W.T. »:én& Yukon may well  choose to establish similar
programs."-*-An obstacle to their deing so may arise in the
plannéd negotiations concerning the definition of a subsidy.
Although -the hunter support programs are meant.. to. support
domestic production, in practice (for the reasons outlined in 2.
above) it' is impossible to distinguish between subsidies to
domestic production and subsidies %o :commedity production.
Because these programs are intended to' provide, among other
things, both capital. investment and living support far
harvesters, and ‘the same gear can be used to both domestic.and
commodity productioen,.the price of a.commodity such as smoked or
frozen fish exported to the U.S. mgrke,t‘ by a. local northern
enterprise could bhe .challenged on the -gounda. that primary
producers were being subsidized by these support programs. .

‘Nor is it clear whether the use by beneficiaries of claims
funding to subsidize new commercial ventures will be allowed if
they are geared to an export market. Like any other enterpriges,
they may be charged with dumping, or .otherwise .selling below
econemic cost, even though in- terms of  the brganizations'. own
objectives, thcy may be simply meeting a domestic social need, It

is: quite possible-.that because public funds are involved, and

l"‘_"l.'llﬂ DY Voo o s -* LI e .,

. I. ta Rusic, ;ncomg §g§ur1tg for ‘subsigtence Hunters.
Ottawa: Department of Indian Affairs and Northern Devalopment,
Research Branch, 1982; R. Sal:.sbury, omeland for the Cree.

K:.ngston and Montrnl. Mchll-Queen L Umveruty Presa:, 1986.
‘e AmS et.‘ ‘ly M, Usher and staples, m c;t. N

—-'h.“-- !Ll Q
M 'Q* ‘ ‘e

a3




g

ENT BY:GNWT OTTAWA 710=-18-88 11 139AM GVT NWT OTTAWA= 92047358

becausea the hunter support programs provide income to households
whe’re‘; there are also commodity producers and wage-earners,. these
arrangements would be determined to be .in . the catego_ry»df
prohibited subsidies. The effect would be ta .close rather than
cpen the U.S. market - to northern Native enterprises.
Consequently, if s}xch a determination were made, the capacity of
Nat.iva—.‘groups to work towards sustaimable economic development
using .the funding negotiated .in. claims settlements would be
severely restricted. Since the FTA itself is silent on these

questions, and sinca this aspect of the c¢laims agreements is

central to Native ;plahs for a .better. future, .the rigks here

appear to be very great." .In principle, almest any government:

action with economic .implications .could be Judged to. be .a

subaidy... Since, however, both the Canadian and United States

governments are committed. to various policy - instruments which

they would be loathe to give up, there is considerable scope for
T R AR AP N I

", gee Native Council of Canada, The Canada - U.8, Free
Trade Agreement and Native Land Claims Settlement. Backgrounder,
March 1988, While emphasizing that because the agreement is
silent on these issues there isatill room to argue another case,
the authors of this report conclude with a warning:

.- In sumnary,. the .econcmic development provisions -.of
existing claims-settlement agreements that might be
considered. in violation of the PFTA are. as follows: o
(i) special funding from government for econcmic and
social development projects in Native communities. v
(ii) Special measures, e.g. suspension of royalty
payments and/or tax concessions, to foster the
development or expansicn of Native business enterprise.
(iii) Relatively large compensation payments for Native -
groups, usable for developmental purposes.- (p. 38) - . .
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negotiation.* Canadian negotiators should begin with a clear-
headed sense of vhat cannot be caded, and should include hunter
support programs in the basket of non-negotiable items. ..
Pinally, there is one trade restriction which is most
unfbrtunately not eliminated in the agreement. . The U.S, gggigg
Mammals Act restricts, for conservation reasons, the marketing of
any goods which are composed in whole or in part of any.marine
mammal..‘ An. exception is made for marine mammals taken  by
Alaskan Native pecple, because the purpose of the 1egislation-is
to deter large-scale commercial exploitation of whalas and other
spacies, not to intarfere w:th Native use .0of marine resources.
The effect of the Marine Mammals Agt has been to exclude Canadian
Inuit from access to U.S. markets‘fcr polar bear and seal skins
as well as arts and crafts which contain ivory, marine bone and
marine furs. Canadian Inuit have long sought the: same exemption
as Alaskan Natives. .This would not wiolate the logic eor tﬁc
spirit of existing American legislation, sing&-nd.marine species
in the Canadian: north are in danger-of extinction, -and the uée of
these species hy, Native. pecples is by and large..well-regulated.
The qppqrtunity,hwhich.could have been of significant benefit to
Inuit .c.ommunitios devastated by ...tni anti-sealing and anti-‘fur

movenments of recent years, was not taken‘up on their behal!.

Tariffs .. . ... ...

a
R T vt

. We owe this gbservation .to. Alan Maslove, School of .
Public Admxnxstrat;on, Carleton Un;versity, Ottawa.
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An important basis for support of the FTA by the territories
(especially the NWT) is tariff reductions and hence, suppcsedly,
the reduction of both congumer .prices ~and input costs for
rasident businesses, along with lower export prices for certain
locally produced commodities. What might appear to be mildly
helpful tariff reductions were achieved in scme areas important
to Native-prodﬂcers.ivﬁdr example, U.S. import tariffs on fur and
fur. products,. as well as leather,'are.scheduAed to be removed on
1 January 1989. = Mest unprocessed furs are traded duty free,
while tariffs are applied to procesaaq furs and . fur garments.
However, most exported fur garments. are mapufactured outside of
the NWT, and the cost of the fur may account for as little as 5%
cf the final price. f?hué, the  advantage gained by tarif?
reduction could be substantially less than 1%.in.many cases,. and
would. normally .be realized by enterprises outside of . the
territorial Nerth. If luxury fur garments were to be prcduced in
the territorial north, aimed at the high end of the market, the
tariff reduction could be scmewhat more important, but certainly
not. a, deciding factor in the success of any enterprise. In any
case, :as the international fashion industry is now structured, it
is extremely unljkely that any such decentfalization of fashion -

fur design, and manufacture will occur.f

-

" FOr @& contrary view, see Native Council of Canada,
_.a. . d on_ ¢t nada - . Free Trad
ackgrounder, March :13988; and Ocdit et al, op. cit.,. .A fu
description of the fur industry in Canada and some preliminary
considerations related to free trade is provided in a discussiocn.
paper published K before the full text 'of the agraement was
available: . see Native Council of Canada and the Assembly of

36




CSENT éYfGNWT QTTAWA 110=18-88 :11:21AM GVT NWT OTTAWA- 9204735 838
' As to the more general effects of the elimination of what
little tariff remains en 'goods, ‘it does nothing to reduce the
relative position of the North as a high cast area in which to
live- and from which to export. The  high cost of goods to
consumers and to businesses 11'1 the Nerth is' due not to. tariffs
but te the hxgh costs of.. transporting, ltoring, and d;stributmg
thase goods. similarly ~the hxgh cost - of northern products at
their £1nal- ‘-dest;natxon 1e. dne primar:ly to' factors of
environmeht and distance,. 'rarsz reductions on goods can only
have Q' me'rgt;tel absolute effect on oosts and'przcee in the North
and virtuelly no relative eff.eot. The tanff effeots of the FTA
on ooets and prioes in the north should therefore be regarded

(w:.th a few minor exceptzons) as esaentially neutral.

Limiting Policy Choices

L

Ag we noted'in an earlier section of thi‘s boper, many of

northerners’ onoerns arose from a worry that the PTA would

c:.rcumscr:.be the capecxty of public organizat;ons i.n the north--

whether governmental or ebor:ginal == 0 use thexr statutory

A

regulatory powers and cap:.tal !or 1nvestment to. mploment a

strategy !or regional eoonomio development. 'rhese concarns would

v

First Nations, Native Rights and Interests in Canada - U,S. Trade
y_gggm. Canada Bast-West Centre Ltd. March 1987.

. " ‘“‘ '-‘v'";' N
.. The minor rolatwn ef:eot is, howvever, negative. To
the extent that base prices are reduced by the same amount in
both northern and socuthern Canada, then the differences due to
rorthern location constitute a.greater proportion of the total
pr:.ot in: the Nerth and hence of the disparity with southern prices.

n
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seem to l;e very vell-founded. Without repeating all:of them, wa
will draw out some further implications.

The free trade deal will preclude northerners-:from using a
"two-price" energy scheme as a regional development tool.
Arrangements vhereby public  utilities, .or . subsidized private
utilities, have so.Ld energy more cheaply to .local manufacturers
than to.- consumers elsewhere . have baén:""a‘. common ' economic
development strategy in all parts.of canada. "Cheap" energy
prices are a means of overcoming some of the early disadvantages
faced . by new energy-consuming. industries. i }'Lcwe:? -energy costs
increase their competitiveness and make it more likely that thesa
industries will flourish to provide jobs:for local:@pacple. . ...

.+ -The ¥ukon and N.W.T. econcmies have yet to benefit ‘froem such
a  strategy, but clearly there. is a‘' great-.opporunity. heve.
Because the: territorial north has a cold. climate and is situated
far from most markets, cheaper energy from local .sources could do
much ‘%0 enhance: the profitability of new enterprises. «Low prices
for energy '.rescurces produced in the, m;.:r.th could be used to
subsgidize new industries _ and to reduce: the -Cost ofv'domgstic
(housahold) consumption. Vet & "two-price" enargy policy is one
toel .of economic development that is eliminated by the fras trade
agreement, -Conceivably, of course, northerners might. devise some
other scheme.for gubsidizing regional energy costs, certainly to

R i ey et . . T + AL Mt e

”. See -Andrew . Jackson,- "The Trade .Deal: and the .Rascurce -

Sector" m Cameron, og.g;t.; H.V. Nollas, The gs;;‘tics of
) 1t ¢ !ores.s Mines and ic. Power in Ontario
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congumers and perhaps to firms as well. What options thay would
have in this regard will be determined largely by the cutcome of
future negotliations on subsidies; if the agreenmaent is approved
and these negotiations begin, northerners' particuiar needs here
should be taken into account."

Another tool for promoting local economic development is
removed by the investment provisions of the FTA. If‘the FTA is
implcmcnted, it will no longer be possible for either territorial

or “federal governments to use 'their regulatory power& to give

preference to Canadian investors, whether they are Native or

non-Native. This provision could have a significant impact upen
the future oﬁnership-of the touriam industry in the territorial
nerth, particularly in the Yukon, where tourism caters largély to
Americans in transit on the Alaska Highway. Thé Canadian part’of
the highway tourism corridor is less developed than the Alaska
portion, but eminently "developable,® wiile there are extensive
plans in the N.W.T. for the development of owner-cperated tourist
facilities ~"as one " pillar of ' térritorial ‘econdmic
self-sufficiency. ‘ S

Tourism (as opposed to ' recreation 'dirécted primarily at
local markets) is becoming & global business in which “success is
prédicﬁib&”nog siﬁplg on the cost and qual{ﬁy Pf the product but
on’ sqpﬁlsticqtedj and e;pénsivqh;ma;k?tiﬁé' strategies.  Local

operators are therefore increasingly 'dependent’ on &ollective

b .

[ Lo, - L O

“ ° ‘We thank les Pal, ‘Department of Politital Science,
University of Calgary, for stimulating this line of reasoning.
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' access to the market through trade associations and trip

vholesalers, These tendencies work against the maintenance of a
resident owner-operated industry in two ways, In the case of the
mass. tour .and business markets which are located in the road-
accessible areas and the larger centres, large . chains and
franchises have come to predominétg. SOmpicg.these”arg,acuthe;n
Canﬁdian-based, although in the Yukon, they are mainly American-
owned because the regional market, especially the Alaska Highway
link, 'is deminated by Alaska. The more isolated operations
catering to wilderness or sport . hunting or fishing interests are
not subject to these tendencies yet, but they could well become
attractive investment targets on a North American rather than a:
local scale. |

While these atructural tendencies are themselves quite
independent of the PFTA, the agreement would appear to limit the
extent to which northerners can counteract them in order to
realize the vision in both territories of‘community develcpment
based on locally owned and operated tourism, wilderness, and
gsport hunting and fishing enterprises. Implementing this visien
would require regulatory action with respect to ownérship and
investment, st;rtrﬁp subsidi;s (as provided, for example, by the
Northern Econcmic Development Agreement funds and by the Native
Economic Development Program), and perhaps the establishment of a
marketing federation. Under the PFTA it seems unlikely that
{nvestment opportunities or subsidies could be restricted to

éfiherfNative claims beneficiaries or territorial residents inl‘
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preference over American firms. Unfortunately, very little
analytical attention sSeems to have been given to the
implications of tha FTA for the tourism business in ‘all areas of
Canada, and, on the avidence available to us, almest none has
been devoted to understanding how it might affect this important
developing sector in the territorial economies.

Furthermore, these same provisibns -might . preclude the
territorial governments from subsidizing preferentially any kind
of new enterprises, It .might also be difficult to use
territorial government procurement -policy to guarantee markets to

local enterprises;“ certainly, federal procurement in the north

(in excess of the limits set in the'FTA) could not be used in

this way. ‘Yukﬁn Depﬁty Minister Alwarid was probably correct in
stating that a recent venture in Yukon, which involv@d government
support for a manufacturing business to produce officé furniture
for government offices and other iocal uses, would not be
possible if the free trade agreement is implemented. Northern

manufacturers would be forced to establish their businesses

“without initial government assistance, and to compete with

established iuppliers. This precludes the vuse of

“. fThe territorial governments, like provinces, would not

be bound by the federal commitment to "national treatment” in
procurement. On the other hand, the FTA also commits the federal
government to try te inducs provinces (and in this case
territories) to follow the terms of the agreement, Given the
fiscal dependence of both territorial governments, securing their
cocperation may be relatively easy. On the implications of the
FTA for government procurement generally, see John Calvert,
"Government Procurement” in D. Cameron, ed. The Free Trade Deal.
Toronto: James Lorimer and Company, 1988.

4l
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. import-substitution as one strategy for territorial economic
diversification, and this disadvantage is unlikely to be offsat
by inecreased access to the U.S. market for the relativmlx~smul£
operators.-in the north. Aas one resaatchemvhas‘canciuda&f

[(Tlhe level play;nq £field, in 'fact, is tiltad’heavxly i
favour of U.S. businesses willing to sell to the federal

- government in Canada. This is so not just because of-
the: FTA, but because the bulk of Ottawa's §35 billien in

- Majeor Crown Projects will go -to large "firms. Unless
ocrrective steps are taken, Canadian small and native

... businesses run the risk of being swamped by their - -

larger, heawily Pprotected Amerzcan counterparts.

Those few Canadian,fxrms who do end up getting work. tram(
Washington because of the FTA will even be required to
gubcontract te U.S. small and mipority businassea if the .
contract is over $l,mxllion u.8.

i

N@ parallel prcvxaions protect "minor:ty" busingases in c;nada.

LR X R

Cm\cluamns o

Vgl Yool b

Each terrxtory 15 nov heavxly dependent upon investment fram

saumherm sources, tor both governmont and industrial ‘activity;

Al

nezther has the capaczty to fully tax regional ecanom;c act:vity

‘ PR RIS

am& sc recover some returns. whxle zt 1s lzkely that in tha

‘e

ol [

future more tax:nq pcwer w;ll be qranted tho territories, thza

w1ll,by no means campletely offset the need £or "1mpnrtnd" funds.

-----

Put 31mply. !xnanc;ng seli—government frcm rosuurce revenues. i: a

.l’-" !

chxmera. ' In tha long run, mnst progress towardu redgcing the

vhvet [ 7R “'Gl.’-‘

naed‘!ar ezternally contrclled :apital vill bn made thrangh the

AR N A

Nathvm cQun:zl o£ Canada, r ‘ vernment Pr
tiva Business. aackgroun’er, Mayxlsaa. p. zs._ﬂ i
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development of new forms of econcmic activity based upon the best

- available local opportunities.

The fres trade agreement ercdes the capacity of northerners
to work towards thils godal,  at ‘precisely the moment whaen
northerners are poised toﬁtake some control of their economy.
The “agreement defznes a new econcmic diraction for the
territerial north, even while it circumscrzbea the capacity of
the territorial governments and the federal governments to use a

number of policy instruments to alter the course. None of this

" is accidental or unforeseen: it is preécisely the intent of the

FTA that economic strategies based on public control and import
substitution should be replaced by market forces and open access.
In the case of the North, however, the FTA runs directly counter
to the chosen ‘econcmic deve lopment” s’ti‘itégié’s““ﬁt “both popular
interests and the territorial governments, ~ - temro

As we noted in the ‘introduction, it is possible that
northerners will remain insulate@ from the free 'trade agreement
and un;aashed market forces for- some time, 'Because northern
enterprises are tiny relative io, for  ‘example, the steel

tndustry’ in ' south-central ‘Canada; " '"Im’' any case, not all

. questions -have Dbeén decided, particularly with lfospec; “to

subsidiés bat ‘alsd concerning the issues ¢:‘lf~ vii;vterpraﬁafion “of
the FTA, particularly vhere it is silent. = - R

" Yat these considerations are really not all that heartening.
There will ‘undoubtedly be scme “écotiomic’ ‘venturés which escape

compliance with the agreement, for ‘some limited pericd of time,
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;" but this.is cold comfort to those northerners who recognize that

.zhauchoseﬁxpolicy.instrumants in the north are either prohibited
by what is in the trade agreement, or may be, depending upon a)
subsequent negotiations on subsidies or b) . subsequent U,s.
initiatives and their success. . Previous outcomes of  U.§.-
Canada pegotigtions and challenges do ﬁot make us optimistic in
this regard. ‘ ' ‘ .
Whether our concerns are .of substance will not become evident
immediately upon the day that tpé ETA may come into effect. .The
- veal outcome -dependa..én the subsidy negotiations and the
'implementation‘of.the PTA, and, these events are many, years awvay.
Iﬁl {s therefore .essential that northerners hgivehnmugh;imgfé
careful, independsnt“scrutiny'to,tnq”possible effects of the FTA
than has been the. case .to date.” Jt is essential that they
<nsure that- their voices arxe clearly heard during the subsidy
negotiations . and. implementation; phases. In view,;of the
constitutional and econemic statys .pf the northern territories,
and perhaps of the Native organizations as weil, this will be an
uphill battle. . . Ce:taipiy~:it.will not be enough to call for
special adjustment programs in the wake of the FTA, for these do

not .and. cannot address the underlying structural problems. .

tmd ’

Y 'In doing so, they may want to keep in mind that their
circumpolar neighbours =-North Norway, Greenland and the. [Faroe
Islands-- have all rejected membership in the European Bconcmic
Community (EEC), and with this step rejected .participation. jin
this particular version of an "enhanced trade" zone. We thank
Peter Jull for bringing this peint to our attention, and for his
suggesticn that further research on the debates over EEC
membership by citizens in similar ‘economic circumstances around
the pole might cast some light on the Canadian discussion,
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¢ If the tariff aspects of the agreement may be of some small
(‘.. benefit to the territories, we believe that they are far

outweighed by the 1limitations on the wuse of publiec poliéy
instruments for regional development purposes. We are not
suggesting -that - traditiocnal public policy instruments are
sacrosanct: in changing times and changing environments, new
ones can be devised. It is the challenge that the FTA poses to
all public policy ‘initiatives, however, that in the most
fundamental way -threatens to reverse the progress made Dby
residents of both territories during the last twenty years, and
to return their economies to "the narrow, weak, and ¢Eolonial

past."“ :

Y bam
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( N Alwarid, op. giﬁ., p. 48-3044.
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