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Perspectives on the North American Free Trade Agreement

As the second millennium draws to a close, it is time to take stock of those
great integrating ideas and master world systems which have survived and are
likely to shape our future, and those which have failed and are bound to disap-
pear like some doomed species left to die on the shore of a dead ocean. Just
from the twentieth century alone, land fills around the world have already been
packed with failed systems for world unification: the League of Nations,

" National Socialism, Marxist Communism, even the recent New World Order. As
the world moves from the modern to the postmodern condition, we no longer
believe in the old political teleologies, or in the great “actors” and “subjects” of
history: the nation-state, the working class, individualism, capitalism, the West,
etc.

Despite the breakdown of the grand systems, world leaders continue formu-
lating and promoting projects for global unification. The most intensive effort
today is the attempt to bring about world free trade. At the global level many
statesmen are pushing hard to remove trade barriers through the Uruguay
Round of trade talks sponsored by GATT and at the continental level through
such measures as the EC and NAFTA. Even at the regional level, national
leaders are striving to reduce trade barriers through such institutions as the
ASEAN Free Trade Area (AFTA) and some form of tariff agreement among
the former republics of the collapsed Soviet Union.

In this papér I am going to discuss the attempt to bring about free trade
within North America, the North American Free Trade Agreement. The objec-
tive is not simply to describe the structural changes proposed but to assess
those changes within broader perspectives. I will begin by discussing the con-
cept of free trade and then compare the proposed changes under NAFTA with
various other free trade structures such as GATT and the EC. Subsequently, I
will place the transformations envisioned by NAFTA in the context of the
political-economic history of North America, particularly the growth of North
America as a single technological society dominated by the United States.
Without putting too much faith in futurology, I will then attempt to assess how
free trade may affect the future course of life in North America, particularly the
relationship between Canada and the United States as viewed from political,
social and cultural perspectives. Finally, I will compare Canada’s sometimes
futile attempt to build a technological society with the more successful
Japanese model.
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Free Trade and Continental Integration

According to economic theory, free trade refers to a condition under which
no legal or social barriers impede trade among any number of economic enti-
ties. In its broadest sense, free trade means that investors, producers, owners,
workers and farmers in different countries can buy and sell labor, capital, farm
goods or any other commodity in any of the countries. This is absolute free
trade, a theoretical concept as difficult to achieve in practice as absolute zero or
Plato’s republic.

In the real world the closest we come to absolute free trade is some type of
modified form. Three options that have been widely debated are: sectoral (free
trade in a specific sector or sectors of the economy, for example, automobiles);
comprehensive (an across-the-board bilateral or multilateral free-trade agree-
ment); and framework (creating an institutional mechanism to improve com-
mercial relations). Additional modifications to free trade can take the follow-
ing forms: free trade area (where goods or goods and services are traded
freely); customs union (where countries also have common tariffs with other
countries) or a common market (where people too can move freely).!

Much of the theoretical argument for free trade was worked out by Adam
Smith in the eighteenth century. The founding father of economic liberalism
infused liberal economics with a powerful free-trade bias by linking interna-
tional free trade with a domestic policy of laissez-faire. In the early nineteenth
century David Ricardo strengthened the free trade argument with his Law of
Comparative Advantage. Ricardo used the example of England trading cloth
for Portuguese wine to show the mutual advantages arising from free trade.

In the late eighteenth century Great Britain had a limited form of internal
free trade. Goods and capital were free to circulate in the British economy, but
working people were restricted from moving from the parish where they were
born by the poor laws dating back to Elizabeth I. Once Britain became politi-
cally and economically dominant in the nineteenth century it moved to free
trade to reinforce its dominance by expanding its manufacturing exports. Thus
mercantilist measures, with their emphasis on national security and wealth,
were steadily eliminated: the poor laws were repealed in 1834; protective tar-
iffs were abolished; the ban on the export of advanced technology was lifted;
the Navigation Acts were repealed; imperial preferences were ended.

What was the effect of free trade on the economy of nineteenth-century
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Britain? Was it salutary or did free trade contribute to the gradual decline of
this once-great power? The slowdown of British productivity and the decrease
in competitiveness in the late nineteenth century is one of the great questions in
modern economic history. It involved many complex issues of economics,
technology and political power.

Free trade appears to have acted as a stimulant to the British economy at first
but then contributed to its decline. Initially, free trade stimulated the British
economy by encouraging the enormous import of raw materials and foodstuffs
and the sending out of vast quantities of textiles, iron goods and other manu-
factures. Excess capital gained from the huge trade surplus resulting was in-
vested overseas thereby contributing to the long-term expansion of other na-
tions.

The problem that developed for Britain was that as countries such as the
United States and imperial Germany began to grow, they did not reciprocate
the British policy of free trade. Rather they used protectionism and govern-
ment intervention to build up their own manufacturing bases. They became so
successful in fact that after 1875 they were able to price British exports out of
their favorable position in Europe and North America. While they continued to
protect their domestic markets against British manufactures with high tariffs,
America, Germany and other European countries flooded the unprotected Brit-
ish market with their cheaper products thereby weakening British industry and
contributing to the long-term decline of the British economy.?

If we are to learn anything from the British example perhaps the best lesson
is that a nation cannot engage in unilateral free trade while its main competitors
resort to protectionism and government assistance to industry. Today’s leaders
appear to have learned this lesson as they attempt to implement free trade
agreements at various levels throughout the world.

The most universal attempt to implement free trade presently being at-
tempted is the Uruguay Round sponsored by GATT. Even though managed
trade is no longer acceptable under GATT, the changes being proposed in the
Uruguay Round are a form of managed trade. They lower some barriers to
trade, keep others high and contain loopholes negotiated by powerful interest
groups. Thus according to the GATT version of free trade, both capital and
goods would be free to move around the world seeking the best opportunities
but the movement of labor would be highly restricted much as British workers
were restricted to their home parishes by the poor laws of the early nineteenth
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century. Free trade under GATT therefore appears to be a strategy by which
companies can use low-wage countries to produce goods for high-wage mar-
kets. Presently the GATT talks are unresolved, particularly because those re-
gions with highly protectionist agricultural policies—Europe and Japan—
refuse to give in to those countries with competitive agricultural sectors, led by
the United States.

While both the EC and NAFTA seek to facilitate the free movement of
goods, services, and investment, the EC is distinguished from its North
American cousin by the much broader scope and much higher degree of regional
integration which has been achieved in Europe. Beginning as the European
Economic Community, that is as a purely economic organization, the EEC has
gradually metamorphosed into the European Community by assuming greater
political and social functions. Presently concerned about creating a central
bank and a European currency, the EC has also assumed jurisdiction over ac-
cess to trades and professions; over mergers, acquisitions, and cartels; over
technical and production standards; information technology and satellite com-
munications; social and labor legislation; and over any area which may affect
the free movement of goods, services and people.’

At the heart of the thinking which led to the creation of the EC were both
economic and political considerations. The founders of the first regional agree-
ments in Western Europe following the end of World War II hoped to use
economic integration as the first step in achieving much broader integration
within Europe. By integrating the states of Europe within common economic,
social and political structures, European leaders hoped that this would not only
lead to much greater prosperity for all the members but would also prevent
violent intra-regional conflict and discourage the reemergence of a dominant
nation state such as Nazi Germany.

The European Community is built around a nucleus of countries which are
similar in size and population—Germany, France, Great Britain, Italy and
Spain. The smaller members are ranged along a continuum of economic devel-
opment. While Germany is the most powerful member in terms of financial
and technological power, it does not dominate the EC and in fact must often
subsume its wishes to coalitions of the other members. Of all the free trade
agreements now on the table, the EC comes the closest to a true multilateral
free trade agreement. It is the only one which can be called a common market,
since not only can capital and goods move freely, but labor is also free to move
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among the member countries.

In Asia-Pacific the situation is quite different. As yet there is no formal
agreement uniting the countries of this vast region into a common economic
structure. Sub-regional agreements such as ASEAN may lead to greater re-
gional agreement later, but as yet there is no motivating factor strong enough to
pull the countries together.

The states of Asia-Pacific are obviously concerned about future develop-
ments in Europe and America (North and South). With the rise of economic
groupings such as the EC and NAFTA, together with the possibility of protec-
tionism and economic and trade competition, Asia-Pacific may have to look
increasingly within. Despite the incredible diversity within the region, there
are many common factors of history, security, economics, politics and culture
that tie together the peoples of Asia-Pacific.*

At the same time, there are many old wounds as well as economic, cultural
and linguistic differences which work against the process of regional integra-
tion in Asia-Pacific. The breakdown of the Uruguay Round followed by pro-
tectionism in Europe and North America could provide the shock needed to
overcome these differences and help produce an Asia-Pacific economic com-
munity. However, even if a trade agreement is worked out, it is unlikely that it
would include the free movement of labor since most Asian countries are re-
luctant to allow unrestricted immigration. In addition, the free movement of
capital could also be a problem. Too much foreign investment could lead to too
much outside control by an old enemy, thereby rekindling old animosities.

Let us now turn to the North American Free Trade Agreement. If approved,
NAFTA will become the successor to the Free Trade Agreement signed by
Canada and the United States in 1988, and prior to that the Canada-U.S. Auto
Pact signed in 1965. The Auto Pact is another case of managed trade, which
supposedly is no longer allowed under GATT. Under the pact, both capital and
labor were protected. Each of the subsidiaries of the Big Three automakers in
Canada was guaranteed a share of the joint Canada-U.S. market and Canadian
autoworkers were protected against job losses. The pact allowed the auto com-
panies to rationalize production in North America by specializing in the pro-
duction of a much more limited range of models in much larger volumes. At
first the pact did not work disproportionately to benefit Canada, but eventually
the depreciated Canadian dollar helped turn things in Canada’s favor.

The stimulus which sparked the Free Trade Agreement of 1988 was
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Canada’s fear of American protectionism, although as I will show later there
has been a powerful set of economic and technological forces drawing Canada
and the United States closer together for a much longer time. In the 1980s, U.S.
protectionism began to rise in response to the recession of 1981 and as
Japanese imports gained a larger share of the American market.> American protec-
tionism would have been an enormous problem for Canada which exports
about one-third of its gross national product, almost three-quarters of that to
the United States. Having placed most of its eggs in the American basket,
Canada was in no position to re-direct its trade to other countries in the short
term and so the neoconservative government of Prime Minister Brian
Mulroney renounced the nationalist traditions of the Progressive Conservative
Party and came out fully in favor of free trade with the United States.

The Free Trade Agreement served to remove many non-tariff barriers imme-
diately and gradually to reduce most tariff barriers. Non-tariff barriers that
were removed consisted of such things as Buy American programs by the fed-
eral and state governments as well as many forms of border harassment de-
signed to protect American interests. Almost all tariffs between Canada and
the United States will disappear, sales and service personnel can now move
more freely across the border, and except for those rights which Canada main-
tained to control a limited range of U.S. investments in Canada, neither country
can discriminate against enterprises from the other country. In addition, the
safeguards guaranteeing Canadian production and jobs under the Auto Pact
have now been removed, freeing manufacturers to restructure and relocate
however they wish.

The North American Free Trade Agreement which is due to come into effect
in 1994 after approval by all three members expands the Canada-U.S. Free
Trade Agreement. NAFTA continues the process of eliminating tariffs be-
tween Canada and the U.S. by including Mexico. It also continues to eliminate
non-tariff barriers that have restricted the flow of goods, services and invest-
ment, particularly from the United States to Canada and Mexico. According to
NAFTA, Canada agrees to lift almost all restrictions against direct investment
in Canada. Mexico also agrees to remove most of the barriers to American
investment that were constructed in the 1930s when Mexico moved to protect
its economic sovereignty by nationalizing its oil industry and by imposing
many restrictions on foreign investment. Thus, even though the American oil
majors are still excluded from participating in Mexican oil exploration under
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NAFTA, American manufactures, components and agricultural products plus
most other forms of direct investment will eventually be free to enter the
Mexican market. As with the proposed GATT agreement, NAFTA also does not
permit the free movement of labor. Combined with its other restrictions, there-
fore, NAFTA must also be considered as a form of managed trade, rather than
a true free trade agreement.

The North American Project

Presently, the merits of NAFTA are being debated from two major perspec-
tives. Most proponents are arguing for the changes being proposed under
NAFTA on the basis of expanding access to markets, boosting competitiveness
and achieving optimum economic performance. Most opponents are arguing
against the changes because they fear de-industrialization, economic instabil-
ity and serious job losses.

In the free trade debate, the proponents are basing their arguments on the
dominant paradigm of economic liberalism which says that if we allow the free
market to operate efficiently, eventually we will all be better off. Opponents
like to argue against the agreement on the basis of what has happened to the
North American economy since the Free Trade Agreement was implemented
in 1989—mplant closures in high wage areas, shift of production to low wages
areas, serious job losses and decline in real income in both Canada and the
United States.

In the debate over NAFTA, the opponents tend to have the advantage in
terms of empirical evidence. The Free Trade Agreement so far has not made
both parties better off and in fact both parties are now worse off, particularly
Canada where unemployment rates rose precipitously at the end of the 1980s
and have remained high ever since. In all fairness, however, we cannot blame
the FTA for all of Canada’s current economic problems. Too many other fac-
tors, such as high interest rates, an over-valued dollar, relatively high wage
rates, technological changes and a major recession, have intervened since 1989
making it impossible to isolate the economic impact of the FTA. In addition,
the FTA is intended to restructure the Canada-U.S. economy over the long
term, 15 years or more, and so we cannot take the present results as final.
About all we can say at this time regarding the economic impact of the FTA is
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that we don’t really know whether it is working or if it will work in the future.

While we cannot yet assess either the FTA or NAFTA in terms of actual
results, particularly unambiguous economic results, it is still possible to con-
template the possible consequences of free trade for North America from sev-
eral different perspectives which can also shed light on this highly complex
question. Let us begin by looking at free trade in North America from the per-
spective of the political-economic history of North America.

From Colony almost to Nation

The economic history of North America is the history of empires. During
various periods the empires of Great Britain, France, Holland, Spain and impe-
rial Russia contended for supremacy until the continent was finally divided
into Canada which maintained ties with Great Britain, an independent Mexico,
and a new American empire. In this new imperial system the United States
sought to exclude or greatly diminish the influence of the older empires from
the New World while Canada and Mexico attempted to protect their autonomy
as best they could against the incursions of the new imperial master. Backed by
Great Britain, Canada was the more successful, repelling an American inva-
sion in 1812, but Mexico lost almost half its territory to the United States as
American hegemony spread southward.

The history of Canada is the history of three empires. Ruled by the French
until their defeat by the British in 1759, Canada maintained a close economic
and political relationship with Britain until 1918 when the decline of British
economic power accompanied by the rise of the American dynamo changed
the polarity of the Canadian economy from an east-west flow across the North
Atlantic into a north-south pattern across the 49th parallel.

Within the French, British and American empires, Canada has played the
part of dependent hinterland to dominant metropole. Five hundred years of
history show that Canada’s primary role as producer of such “staple commodi-
ties” as fur, cod, lumber, wheat, minerals and energy continually kept the Ca-
nadian economy unbalanced and made Canadians dependent on their imperial
masters for technology, manufactures, capital and markets.® Little wonder,
therefore, that even after Canada achieved political independence from Great
Britain, it was not able to grow as a strong autonomous nation, united by a
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common identity and served by its own economy.

Today Canadians face yet another attempt to integrate the North American
continent. The proposals contained within NAFTA form the central economic
policies of this attempt but they constitute only part of the strategy devised by
the North American corporate elite to unite the whole of North America, and
later Central and South America, into a common structure. I have called this
plan the North American Project.’

The North American Project is based on an inter-related set of rational as-

- sumptions of what the future shape of North America should be. According to
the planners in both the public and private corporations, North America should
be a single economic and political state in which all resources of the continent
are pooled together, in which technical efficiency determines the production of
goods and services, and market forces decide the allocation of rewards and
benefits.

According to the techno-economic vision of the corporate planners, Canada,
the United States, and Mexico will each contribute to the single North Ameri-
can economy according to its comparative advantage. The United States will
occupy the geographic and strategic center, providing capital and technology,
and dominating high-value added production. Canada will supply natural re-
sources and cheap energy, while Mexico contributes cheap labor for high-vol-
ume standardized production. Canada and Mexico will also provide markets
for American goods and services, both consumer commodities and compo-
nents needed for standardized production.

Many different phrases have been coined to attempt to describe our present
situation: nihilism; the technological society; the postmodern, postindustrial,
postcapitalist society; the global village; total rationality; the universal state.
While each phrase may seem different, each is essentially describing the same
phenomena, although from a somewhat different angle or point of view, and
each contains more or less of the same truth, namely that technical thinking as
it has developed over the past 500 years has now reached a critical juncture.

The North American Project is yet another member of that long series of
western projects which grew out of the new world view which developed in
western Europe about 500 years ago, the system of thought we call modern, or
modernity.® At the heart of this new view lay a new conception of nature—the
view of nature as a contingency of powers rather than an organic hierarchy—
and a new conception of knowledge—applied knowledge rather than contem-
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plative thought. What moved modernity forward and gave it its dynamism
were the accompanying beliefs in instrumental rationality, free will and
progress.

Modernity gave rise to the Western Project. This consisted of two closely
related phenomena: the conquest of nature through instrumental reason which
produced modern science and technology; and the liberation of humanity
which produced the major political ideologies—democratic liberalism,
Marxist Communism and National Socialism. As opposed to the ancient and
medieval thinkers who maintained the unity of science, technology and political
philosophy within philosophy, modern thinkers separated science and technol-
ogy from political philosophy. This radical break ended the traditional har-
mony with nature in which science and technology were restricted by a system
of ethics and limited by notions of the common good. In the three major sys-
tems of modern political thought the conquest of nature is justified and in fact
demanded in order to provide man with the power and resources necessary to
bring about the emancipation of mankind.

As we approach the end of the twentieth century, the hopes and ambitions
which sustained Western man throughout the modern era have faded or disap-
peared. Progress through science and technology now appears to create as
many problems as it solves, while in the political realm all three of the major
political ideologies have either been discredited or found to be seriously defi-
cient. In the West, none of the great systems which were established to accom-
plish a better future or realize a particular idea can claim universality and hence
legitimacy. The project of modernity has failed because it has failed to bring
about greater freedom, the more equitable distribution of wealth, and deliver
on its humanistic promise of greater happiness and compassion.

The failure of the Western Project is one truth which seems to have escaped
the corporate planners who designed NAFTA as well as those planning the
world’s other grand free trade structures. As they earnestly go about the busi-
ness of removing barriers designed to maintain the autonomy of national
economies and protect the integrity of indigenous cultures, the corporate plan-
ners refuse to recognize another simple truth that goes as far back as
Aristotle—economic and technological growth that is not limited by a sense of
community and a system of government will lead to disaster.

In all the free trade proposals there is much talk about implementing safe-
guards. Every day we hear reassurances about new side-agreements, higher
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standards, and powerful tribunals designed to deal with any problems which
may arise. These reassurances imply that government and the governing appa-
ratus established by the trade agreements actually have the power to enforce
those safeguards and protect the good of the community.

The fact is that government everywhere is losing power. In the global
economy the sovereignty of the nation state has been severely weakened as
power flows from the hands of government into the hands of multinational
corporations, the global media, and all manner of regional, sub-regional and
local organizations. Today’s governments find themselves constantly in nego-
tiation with private corporations seeking lower taxes, cheaper labor, better in-
frastructure and weaker pollution standards in return for new investment or
agreeing to keep existing investments in place as well as with other levels of
government seeking to gain more power for themselves by implementing new
laws, by obtaining a greater share of the public purse, and by redistributing
existing powers.

The loss of power by government to deal with economic and technological
excess is obvious throughout North America. In the United States social prob-
lems such as drugs, crime and chronic unemployment, problems that cry out
for public action are ignored by governments fearful that raising taxes or
implementing necessary policies may antagonize private corporate interests
or antagonize highly-organized special interest groups. In Mexico, govern-
ment power is more often used to weaken labor, protect polluters, and frustrate
legitimate opposition than to protect the common good. Is there any reason to
believe, therefore, that even if NAFTA is successful in bringing about higher
levels of economic growth, it will be the type of growth that makes everyone
better off rather than simply further enriching the top 20 percent of society at
the expense of the bottom 80 percent?

The Crippled Satellite

And what about Canada? Historically, Canada made the fatal mistake of
attempting to build a British alternative to the American dynamo at a time
when Great Britain was rapidly declining as a world power. Not only did this
mistake cost Canada its economic independence, but it opened the door to
continentalism. Today’s Canada is little more than a satellite in orbit around
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planet America, a satellite that is breaking apart internally as it is being drawn
more tightly into the American orbit.

In contrast to Canada, Japan has never been willing to surrender its eco-
nomic independence in return for economic growth and technological devel-
opment. During both the Meiji Era of industrialization and the post World War
II reconstruction, Japanese planners decided to use Japanese capital and to im-
port western technology on a limited basis rather than throw the doors open to
foreign investors and foreign corporations. Throughout its modern history Ja-
pan has always had an industrial policy or industrial strategy within which
private corporations work closely with political leaders and government minis-
tries to implement changes and policies which are consistent with Japan’s na-
tional interests.

The last time Canada had an industrial policy in peace-time was in the 1880s
when the federal government iniplemented the National Policy designed to
build the cross-continental railway and encourage the development of manu-
facturing industries by imposing high tariffs on imports. One of the main rea-
sons Canada never had a successful industrial policy after that was because for
years, rather than attempting to devise such a policy, government leaders and
civil servants spent their time listening to laissez-faire economists extolling the
virtues of free market forces and explaining how economic integration with the
United States would strengthen national unity and make all Canadians better
off. Meanwhile, of course, more and more Canadian autonomy was lost as
foreign investment continued to increase and national unity continued to frag-
ment as those parts of Canada which attracted foreign money prospered while
those which were ignored by foreign capital were left struggling to survive on
a decaying economic base supplemented by regional assistance grants. With
free trade, an industrial policy for Canada is virtually impossible since any
serious attempt to develop Canadian industry through genuine cooperation be-
tween government and the private sector would be quickly outlawed by the
free trade watch dogs.

Looking at who’s supporting free trade in Canada provides clear insight into
what the policy is really all about. During the past decade the strongest sup-
porters of free trade have been the large multinational resource corporations,
Canadian banks, and the separatists in Quebec.'” The resource corporations
support free trade because it is their guarantee for maintaining access to the
American market. Canadian banks like the deal because it gives them a much
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bigger playing field on which to play their financial games. Canada’s banks
have been notorious throughout Canadian history for favoring financial capital
over industrial capital, and so they cheered vigorously for the policy that now
makes it even easier for them to back the takeover of an American department
store chain by a Canadian entrepreneur or fund the buy-out of a Canadian pub-
lisher by an American conglomerate.

In the case of the Quebec nationalists, someone unfamiliar with Canadian
politics might be surprised to learn that a group which is so concerned about
preserving French-Canadian culture and maintaining the French language
would favor greater integration with the United States. This would seem to go
against the grain of most social thought on the relationship between technology
and culture which holds that economic and technological domination by a
stronger power leads to the breakdown and eventual homogenization of the
culture and language of the weaker power into that of the stronger.'' After all,
this is what English Canadians have been hearing for years, about how it was
English-Canadian corporations and English-speaking bosses and English cul-
ture that posed the greatest threat to French culture. Why doesn’t America pose
a similar threat?

Here we see the rhetoric of French-Canadian separatism rising to its greatest
heights. It turns out that after years of doing battle with English Canada,
French Canada is now strong enough not only to withstand the rest of Canada
but the United States as well. Thus Quebec no longer needs to go through
Ottawa and Toronto in order to fund its hydro-electric megaprojects. It can go
directly to New York and Washington, which in fact are the real centers of
power in North America. By supporting free trade with the United States, the
Quebec nationalists believe that not only will they be able to fund their
megaprojects and guarantee a market for Quebec’s energy and natural re-
sources in the American market, but they will also weaken Quebec’s ties with
English Canada, thereby enhancing their own power and independence.'?

If the art of rhetoric involves making the weaker argument appear to be the
stronger, then the rhetorical efforts of the Quebec separatists in this case must
be judged a failure. How French Canadians can expect to preserve their lan-
guage and culture against a nation that is 10 times bigger than Canada defies
the imagination. For years now concerned Canadians in both English and
French Canada have worked endlessly to try and answer the cultural and lin-
guistic concerns of French Canada: billions of federal dollars have been spent
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on economic development in Quebec; significant laws have been passed to
protect French language rights outside Quebec; endless studies have been con-
ducted; debates; discussions, etc. Both cultures agonized endlessly over
Meech Lake and the Constitutional Referendum. All of these efforts point to
the fact that the French language and French culture have survived in Canada
not only because of the efforts made by French Canadians but also because of
the efforts made by millions of English Canadians who also care about the
future of French Canada and are willing to do something about it.

What would happen to French culture and the French language if Quebec
became tied more tightly to the United States than to English Canada? Could
Quebecers expect to find the same concern for their language and culture
among Americans? In the first place, the concern and goodwill towards French
culture that exists in English Canada is practically non-existent in the United
States. Americans are too concerned with their own racial and social problems
to worry about language problems in Quebec. Furthermore, from its founding,
the United States has been the “melting pot” in which everyone is expected to
learn English. If French Canadians wish to operate inside a free trade structure
with Americans, then they would be expected to do so in English—American
businessmen are not about to spend time learning French to deal with the mar-
ginal Quebec market. Thus if the language of business in Quebec becomes
English rather than French as it is now, then French would tend to become
strictly an “after hours” tongue, part of one’s heritage but not useful for earning
a living. Is this what the separatists have in mind for the future of Quebec?

Labor’s Last Stand

By the year 2000 there will be no developed country where manual workers
manufacturing products will make up more than one-sixth of the work force."?
Whether or not there is a free trade agreement throughout North America, this
is a fact that labor must live with. Labor costs in the developed world are now
too expensive. Producers of standardized products are attempting to cut labor
costs in the following ways: automation; lay-offs; wagecuts; plant closures;
moving plants to low-wage areas. With NAFTA, the corporate planners want
to have plants move to Mexico and later to Central and South America rather
than to Southeast Asia. The hope is that factories there, such as automobiles,
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will source their components from factories still operating in the United States,
and also that the workers assembling those automobiles will provide a huge
new market for American consumer goods and services.

The problem of de-industrialization in North America will not be solved by
shifting plants from Oshawa, Ontario to Tiajuana rather than to Jakarta or Ho
Chi Minh City. Even if workers in the developed world become the component
producers for assembly workers in the Third World, it is only a matter of time
until workers in the Third World also become component producers, undercut-
ting wage rates in the U.S. and forcing component producers to join the assem-
bly plants down south.

The other great hope of the developed world is to become the knowledge
society. In technological society knowledge means something quite different
from what it meant in ancient society. According to Plato, knowledge meant
what was no longer a matter of opinion, what was certain. Knowledge told man
who he was, about his place in the cosmos, the meaning of good and evil. In
technological society, knowledge means technical knowledge, the type of
skills and information that can be applied to production—knowing and making
are joined together.'*

The North American corporate planners offer labor the hope that America
and Canada will become centers for high-value added production. Rather than
tightening bolts and soldering joints, workers will apply knowledge to produc-
tion. De-industrialization will be followed by the knowledge society in which
the best and the brightest spend their time designing new products, marketing
new services and arranging highly profitable deals and ventures. Those who
fail to make the high-tech grade, however, will not be so fortunate. They will
become in-person service workers for the knowledge workers—filling their
water glasses, replacing buttons on their shirts, and delivering pizzas to their
in-home offices.

There is no need to question whether we are moving towards a service-based
knowledge society in the developed world. Obviously this is the direction that
technological change is leading us. What’s doubtful is the logic which the
NAFTA proponents are using to reassure workers about their future prospects.
Traditionally, service economies arose to service industrial economies. Simi-
larly, applied knowledge must be applied to products and services. Once a
nation’s industry has been closed down and moved elsewhere, what is there
left to service?'® Recall that in the nineteenth century David Ricardo illustrated
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the Law of Comparative Advantage with the example of Britain manufacturing
cloth and Portugal producing wine. Who gained most from this exchange?
Clearly it makes a difference what you produce and how you produce it.

Developed nations in Asia also recognize the problem of de-industrialization.
Here too they are educating workers for high-tech jobs; however, they are
also moving to establish new industries that will employ those workers. The
leaders of Singapore, for example, realize that their strong currency means that
Singapore wages are no longer competitive for labor-intensive industries such
as textiles and electronics assembly. Increasingly these are moving to nations
like China and Thailand, and later they will move to Laos and Vietnam.
Singapore plans to compensate for this loss by creating a huge foreign ex-
change market, an oil trading market and a banking center for South Asia; also
by becoming a regional center for aircraft maintenance, ship repair and high
technology research and development. In addition, the government hopes to
get companies to design products and get them ready for manufacturing (proto-
typing) in neighboring countries where labor is still relatively cheap.

Japan is in a somewhat different position. Japan’s leaders realize that the old
system of importing western technologies and techniques, improving and com-
mercializing them, then exporting them back to the West as domestic electron-
ics and quality automobiles has run its course. Japan is now the world’s most
advanced technological society. As such it must move from technological in-
novation to discovering and developing ideas on its own. Thus Japan is not
so much concerned with hanging on to labor-intensive standardized produc-
tion as it is with developing a high technology knowledge society. This means
a move towards a much more open and flexible system of learning accompa-
nied by a shift of capital from standardized industrial production into such
fields as information technology, robotic manufacturing techniques, new ma-
terials and advanced transportation. Standardized production will be moved
off-shore, but even so it will still be conducted within the structures of Japa-
nese corporations and the profits will flow back to Japan.

Nations such as Singapore and Japan can deal with technological problems
like de-industrialization much more effectively than countries like Canada be-
cause they both enjoy a high degree of economic and political autonomy.
While both say they believe in free trade, they mean free trade for their exports.
When it comes to importing manufactured goods or allowing the unrestricted
inflow of foreign capital the situation is quite different. This is particularly true
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for Japan where even though tariffs are low, all manner of government regula-
tions, government assistance and administrative guidance are combined with
inter-locking and cross-holding relationships, complex distribution channels
and insider dealing to frustrate and discourage any outside producers or inves-
tors who do not fit in with Japan’s economic structure.

Japan’s leaders have always believed that unrestricted outside influence
would be bad for Japan. They also believe that unrestricted technological
change and economic activity are bad for Japanese society. In modernizing
Japan, therefore, the Meiji leadership built an industrial society from the top
down, protected it with a policy of ethnic nationalism and nourished and
guided its development through a form of bureaucratic capitalism. This con-
trasts with the American model of the technological society where the will to
technology was combined with a form of political nationalism based on the
belief in freedom and allowed to develop through the structures of liberal capi-
talism. In the nineteenth century Canada attempted to combine the will to tech-
nological development with traditional British conservatism in which the
power of government was used to protect the community against the excesses
of private corporations. In the twentieth century true conservatism was de-
feated by the forces of technology and economic liberalism, helping pave the
way to free trade and NAFTA.

Today Japan operates its technological society through a high-wage, high-
price economy. A society of affluent consumers willing to pay high prices for
costly new products like quality automobiles, fax machines, and all the latest
electronic gadgetry gives Japanese producers a distinct advantage in the global
technological battle. By first recovering start-up costs in the domestic market,
Japan’s high-tech exporters can introduce the latest products into foreign mar-
kets at highly competitive prices.

Canada is attempting to operate a high-wage, low-price economy long after
it can afford such a luxury. In the past Canada paid its workers high salaries
and provided generous benefits from the money it made by selling natural re-
sources on the world market. Even after Canada paid its labor bills it had
enough to fund a generous safety net for the less fortunate. Unfortunately for
Canadians the real price of natural resources has fallen 40 percent in the last 20
years and will continue falling in the next 20 years as the materials-science
revolution now underway continues to accelerate and producers become ever
more efficient at using scarce raw materials.'® The decline in resource prices
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together with the trend towards de-industrialization caused by relatively high
Canadian wage rates, means that Canadian real income levels are likely to de-
cline significantly during the next decade at the least. Combined with Canadians’
preference for a low price economy, this does not bode well for Canada’s
future as a high-tech knowledge society. Without a Canadian consumer base
capable of and willing to purchase new Canadian products, it will be tremen-
dously difficult for Canadian manufacturers to compete on world markets.

Conclusion: Finding a Niche among 500 Channels

The Free Trade Agreement of 1988 appeared to represent a sharp transfor-
mation by Canada away from its historical attempts to build an independent
national economy. Similarly, NAFTA also appears to be a radical shift away
from the idea of Canadian economic autonomy towards continental economic
integration with the United States and Mexico. Like many phenomena in this
age of the media society, appearances are often deceiving.

The fact is that most of Canada’s corporate elite, both private and public,
gave up the idea of Canadian economic autonomy very early in the game. After
the First World War the corporate planners were sure that Canada’s economic
future lay with the technological dynamism of the Americans rather than the
decline and defeatism of the British. During the Second World War Canada’s
leading politicians, civil servants and businessmen moved vigorously to inte-
grate Canada’s major corporate structures with those of America, beginning
with continental defence. After the war they continued the process, moving on
to the private sector in such areas as oil and gas production, minerals and sec-
ondary manufacturing. Both the FTA and NAFTA simply help complete the
process of continental integration and thus should not be interpreted as a radi-
cal change in policy by Canada’s corporate elite.

Many colorful metaphors have been used to describe Canada’s relationship
with the United States: David and Goliath; branch-plant to corporate headquar-
ters; a mouse in bed with an elephant. These are some of the most appropriate.
Such phrases are used primarily by those concerned about Canadian indepen-
dence and are usually avoided by the continentalists who see Canada’s homog-
enization within the giant structures of American corporate capitalism as the
optimal technique for Canada to realize its true economic potential.
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Rather than speak about Canada as a branch-plant economy or refer to their
country’s satellite status, the free trade continentalists prefer to talk about “en-

<

hancing competitiveness,” “picking winners,” “developing highly focused
markets” and “specializing in high-quality market niches.” Continentalists
tend to avoid mentioning such concepts as “industrial strategy” and “industrial
policy,” except to criticize such measures, of course, and to explain that while
these measures may have proven successful elsewhere, such as in the less
democratic societies of Asia, they couldn’t possibly work in a freedom-loving
country like Canada.

Given to broadcasting their own grand ideas, the free traders then like to
boast how free enterprise is the greatest engine for economic and social
progress the world has ever known, and to warn Canadians that if we really
hope to compete in the tough global economy we must unleash the forces of
production, beginning with free trade.

The problem with the free trade argument is that no great nation ever became
great by following the principles of free trade. As was discussed earlier, Great
Britain only changed to free trade after it had already built a powerful national
economy by using high tariffs and a tight technological embargo to protect and
develop its infant industries. Nineteenth-century America was never a free
trader. The United States developed behind high tariff barriers, by refusing to
recognize intellectual property rights, and by using an industrial policy."”

From the Northwest Ordinance to the Homestead Act and the subsidized
development of the transcontinental railway, American government imposed a
basic plan on the nation’s development and fostered the growth of key indus-
tries. This strategy was continued in the twentieth century in such highly suc-
cessful and nationally important areas as aerospace, defence production, tele-
communications and computer technology. These areas not only enhanced
America’s military supremacy but also helped create America’s most success-
ful export industries—and all with heavy guidance, subsidization and promo-
tion by the American government.

The list of industrial nations that are rich today is the list of countries that
used protectionism, national planning and discriminatory measures against
outsiders to build up independent national economies. In Europe this list in-
cludes the large democracies plus smaller democratic nations such as Switzer-
land, Austria and Luxembourg. In Asia it includes such democratic and semi-
democratic countries as Japan, South Korea, Taiwan, Singapore and Malaysia.
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Even Hong Kong, the case which is often cited by neoclassical economists as
the proto-typical example of how free market forces can be used to build a
thriving economy, encouraged infant industries and ignored foreign patent and
intellectual propertyrights while it was passing through the early process of
development.

Canadians critical of continental free trade are not opposed to the policy
solely on economic grounds. Many oppose free trade because they have a vi-
sion of Canada different from that of cheap resource provider for the North
American Project and believe in a type of society different from the free mar-
ket liberal model of the corporate planners. Many advocates of Canadian inde-
pendence picture a Canada in which economic development, carried out in
close co-operation among politicians, civil servants and Canadian private cor-
porations, would be aimed at ensuring that both a united Canada and Canada’s
regional communities survive and prosper. Rather than seeing local communi-
ties devastated because of “corporate down-sizing” at the hands of American
corporations anxious to improve their short-term profit pictures and watching
Canadian workers made redundant by strategic corporate takeovers and
market-driven leveraged buy-outs, nationalist critics along all parts of the po-
litical spectrum look at Canada from a perspective different from that of the
orthodox economists, laissez-faire liberals and neoconservatives who domi-
nate the free trade argument.

Those who argue for an independent Canada follow a different stream of
thought from the continentalist deluge, a stream of thought that meanders and
flows in between the future-driven will to technology of the American dynamo
and the communal legacy of Canada’s European past. This is not a world of
visiting scholars waving pages of computer-generated numbers and inhabit-
ants of corporate-financed think-tanks babbling incoherent theories into clip-
on microphones. These are thinkers who see Canada’s existence in much
broader terms than an economic model, who are trying to warn Canadians of
the dangers they face by absorption into the American colossus, who are at-
tempting to articulate a definition of Canadian culture as something other than
500 channels of American satellite television and voice a conception of society
as something different from the top 20 percent living behind electronic and
steel barriers to protect them from the bottom 80 percent.
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