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PREFACE

This is the fourth edition of the annual series of the Institute of Intergovernmen-
tal Relations, Canada: The State of the Federation. With this edition the
Institute returns to the original scheduling envisaged for the series with publi-
cation in the late summer of each calendar year. This edition also returns, after
last year’s special focus on the Meech Lake Accord and the Free Trade
Agreement, to the original format of a more varied collection of articles
focusing on a selection of individual provinces and on a set of discrete issues
in intergovermental relations and Canadian federalism.

The fourth edition also continues with a Chronology of Events, in this edition
covering the period January 1988 to June 1989.

The editors wish to acknowledge the cooperation and promptness of all of
the authors in this volume for mecting our deadlines and in complying at short
notice with suggested revisions., Each article has had the benefit of independent
reading by other scholars in the field outside the Institute. We are most grateful
for the contribution of these referees, again at very short notice,

The preparation of this volume has been the result of the usual excellent team
effort at the Institute. We would like to thank Valerie Jarus and Patti Candido
for preparing the text, Daniel Bonin for preparing the "sommaires”, Marilyn
Banting and Margaret Day for proofreading and Mary Kennedy for assistance
in distribution,

Ronald L. Watts
Douglas M. Brown
September, 1989
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ONE

An Overview

Ronald L. Watts

Comme par le passé, cette nouvelle édition de "Canada: The State of the Federation”
traite de questions d' importance touchant le fédéralisme canadien. En premiére partie
U'intérét se porte sur I Ontario et le Manitoba, & la lumiére des divers changements
survenus depuis quelque temps dans ces deux provinces. Sont ensuite abordés des
problémes d'actualité affectant singuliérement les relations fédérales-provinciales, &
savoir: la réduction du déficit fédéral er la réforme fiscale, les politiques relatives aux
minorités linguistiques, la siratégie nationale en matiére de garderie, la législation
environnementale canadienne, la réforme du Sénat et la participation provinciale aux
négociations du GATT. L élection fédérale de novembre 1988 fait I' objet, par ailleurs,
d'une analyse détailiée. Au demevrant le scrutin fédéral a peut-étre réglé la question
du libre-échange mais il aura eu pour effet, en revanche, de fragiliser I' Accord du lac
Meech. A telle enseigne qu'on pourrait presque parter maintenant du "désaccord” de
Meech...

La présente introduction dégage d’abord la signification intrinséque de I' Accord et
rappelle ses principaux traits caractéristiques. Puis, on y montre pourguoi I’ entente
constitutionnelle—en dépit du concert d'approbations qui marqua initialement son
adoption—a commencé & éire critiquée de toutes parts et, en particulier, au Canada
anglais. Le débat entre pro et anti-Meech s’ articule, grosso modo, autour des quatre
points suivants: 1) fédéralisme centralisateur vs fédéralisme coopératif 2} prise en
charge nationale ou provinciale de la dualité linguistique canadienne 3) primauté ou
non de la Charte des droits et libertés sur la "société distincte” 4) 18gitimité ou non des
mécanismes "exécutifs” de la réforme constitutionnelle.

La Loi constitutionnelle de 1982 contenait déja en germe les motifs de dispute
cristallisés subséquemment par le Lac Meech. Un échec éventuel de I' Accord provogquer-
ait & coup siir une crise importante au sein du systéme fédéral canadien, Mais la
longévité manifesie de la fédération canadienne constitue peut-étre le garant d'une
prochaine solution politique au probléme constitutionnel vécu pour I"heure au Canada.
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INTRODUCTION

The previous volume in this series, Canada: The State of the Federation,
1987-88, departed from the format of earlier volumes to concentrate upon the
two major issues preoccupying Canadian political debate at that time: the
Canada-U.S. Trade Agreement and the Meech Lake Accord. Both of these
initiatives had fundamental implications for the development of the Canadian
federal system. Morcover, in both cases the dispute between supporters and
opponents turned on similar clashes between the advocates of "collaborative
federalism” and of "nation-centred federalism" and both aroused public debate
about the appropriate processes for arriving at fundamental constitutional and
economic changes.

The federal general election of 21 November 1988 settled, at least in prin-
ciple, the issue of the free trade agreement which was quickly adopted afier the
Progressive Conservative victory. But the election and its aftermath contributed
to unsettling the issues surrounding the Meech Lake Accord as the critics of the
trade agreement now turned their attention to the Accord. In the aftermath of
the election a number of new issues and some old ones also came to the fore,
The pressore on the federal government to reduce its deficit and to press its
agenda of tax reform has given new prominence to issues of fiscal federalism
Ieading to increased federal-provincial contention. Langunage legislation in
Parliament, Saskatchewan, and Alberta and particularly Bill 178 in Quebec has
rekindled controversy over minority language rights and policies. The effort to
develop a federal-provincial program on child care has failed, at Ieast for the
time being, to produce national consensus. The pressure for a new more
comprehensive federal role in environmental legislation has posed questions
about the appropriate relative roles of the federal and provincial governments
in this area. Alberta’s initiative in selecting its Senate nominees by election has
introduced a new dynamic irto the movement for Senate reform. The Uruguay
Round of GATT negotiations has raised again the issue of the role of provincial
governments in the negotiating and implementing of intenational trade agree-
ments.

This volume, therefore, returns to the earlier format of this series. In addition
to an introductory overview of the state of the Canadian federation and an
analysis of the significance for Canadian federalism of the federal general
election of 1988, there is a section of two chapters that focuses on developments
in two particular provinces and a section of six chapters that focuses on a
number of topical issues affecting the current development of Canadian feder-
alism. '
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THE 1988 FEDERAL GENERAL ELECTION

While the Canada-U.S.Trade Agreement was the dominant campaign issue in
the federal general election, other issues of significance to Canadian federalism
were raised. In chapter two, Darrel Reid tracks and assesses the significance of
six policy areas affecting federal-provincial relations to which attention was
given during the campaign: language and the Constitution Act, 1982; the Meech
Lake Accord; environmental regulation; regional development; tax reform:
Canada-U.8$. free trade. A number of these issues are also addressed in more
depth in later chapters in this volume.

The issue which dominated the election was, of course, the Canada-U.8.
Trade Agreement upon which the campaign focused almost totally. When the
election was called in September, Brian Mulroney’s Progressive Conservatives
had a substantial lead in the polls and the trade agreement appeared secure. But
during the campaign both opposition parties hammered away at the agreement
and John Turner’s performance in the mid-campaign leaders’ debate on televi-
sion produced a massive shift of public opinion against the government and the
agreement, The vigour of the Conservative counter-attack in the final weeks
produced, however, an unprecedented second shift in public opinion during the
campaign. As a result the Conservatives were re-elected with a significant
majority. That virtually decided the issue and in the following month Parliament
ratified the Canada-U.S. Trade Agreement.

The election results provided some interesting insights into regional attitudes
towards the trade agreement. Traditionally, it had been the peripheries that had
espoused free trade with the United States, whereas central Canada had opposed
it. During 1987 and 1988 the premiers of the various provinces generally
followed this pattern with only the premiers of Ontario and Prince Edward
Island, and for a time, Manitoba opposing the agreement. The one major
exception to the historical tradition was the strong support of Mr. Bourassa for
the agreement. In the actual election results, support for and against the trade
agreement to a considerable extent cut across regional lines. By contrast with
the positions taken by the premiers, it was only Quebec, Alberta, Ontario, and
Manitoba that gave the Conservatives either a clear majority or a plurality of
the seats. Indeed, 110 of the 180 seats that they captured were in Quebec (63)
and Ontario (47). Thus, ironically, it appeared that in broad terms central
Canada had again ultimately determined Canadian trade policy over the periph-
eries, except that in this election the electorates in central Canada and in the
peripheries both reversed their traditional positions on free trade with the
United States. This pattern may be explained in part by the dependency of most
of the noncentral provinces upon federal regional development and social
welfare programs (Alberta being a notable exception in this regard) and the
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" portrayal by the opposition parties of the trade agreement as threatening these
programs. It may also be explained in part by the active support and advocacy
of the business interests in central Canada who, by contrast with their position .
in earlier periods when free trade with the United States was proposed, were
now confident that they could compete effectively in a continental market,
Equally important was the strong advocacy of the Quebec government in
support of the burgeoning entreprenecurial interests in that province.

The election and its aftermath also further illustrated the linkages between
the Canada-U.S. Free Trade Agreement and the Mecch Lake Accord. Once the
election had decided the trade agreement issue, opposition began almost imme-
diately 1o harden against the Accord. With the approval of the trade agreement
certain, critics of that agreement turned their attention to the Meech Lake
Accord. They argued that the Accord, on top of the trade agreement, would
further erode the federal government’s power to establish national programs,
and that the combination of free trade and the "distinct society” clause in the
Accord would lead de facto to Quebec’s economic and political independence
from the rest of Canada, Their opposition to the Accord was further hardened
by the prominent role Quebec had played in support of a trade agreement which
in the view of its critics undermined Canada’s sovereignty as a nation.

In the election the Conservatives had swept Quebec, increasing their repre-
sentation from that province. This emphasized to Canadians in the other
provinces the almost decisive voice of Quebec in the federal government
reducing sympathies for Quebec’s "plight” in the other provinces. The election
result also accentuated the predominantly English-speaking representation of
the two opposition party caucuses in Ottawa and consequently strengthened the
influence within the national Liberal and NDP parties of those critical of the
Accord. Although the leaders of both parties had previously supported the
Accord in the hope of improving the representation of their parties from
Quebec, the election result left them having to cope with the rising criticism of
the Accord within their own ranks, especially from some of the new members
elected from western Canada. Morgover, the positions of both Mr. Turner and
Mr. Broadbent were further weakened after both announced that they would
vacate their positions as party leaders.

Thus, the general impact of the federal general election was to settle the issue
of the Canada-U.S. Trade Agreement but to unsettle the issue of the Meech Lake
Accord. The wade agreement has become law, finally settling the major policy
issue of 1988 although by no means ending the continuing debate over its merits
and consequences. But the effect of the election and its aftermath has been to
leave the fate of the Meech Lake Accord as the major issue dominating
Canadian federalism during 1989 and 1990. '
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FOCUS ON THE PROVINCES

Interesting developments of relevance to the evolution of Canadian federalism
occurred during 1988 and the first half of 1989 in virtually every province.

In a number of them, most notably Saskatchewan, Alberta, and Quebec,
minority language legislation during 1988 contributed to a heightening of
tensions, a subject dealt with more fully in chapter six of this volume by Yvon
Fontaine. In New Brunswick, (00, minority language rights have been an
important issue, while Premier McKenna’s reservations about the Meech Lake
Accord have attracted much national attention since New Brunswick remains
one of the two provinces that has yet to ratify the Accord.

In five of the provinces and in the Yukon, general elections were held during
1988 and the first half of 1989, In Manitoba (26 April 1988) and Newfoundland
(20 April 1989), the provincial elections changed the party in power. In the
former, the election of a minority Progressive Conservative government with
new opposition party leaders opposed to the Meech Lake Accord in its present
form, created a political dynamic making the adoption of the Accord by the
legislature doubtful. In Newfoundland, the provincial election brought into
power a Liberal government whose leader, Clyde Wells, is committed to
rescinding that province’s endorsement of the Accord. In the three other
provincial elections, Nova Scotia (6 September 1988), Alberta (20 March
1989), and Prince Edward Island (29 May 1989), the incumbent governments
were returned, but in the two latter cases the elections were fought in consid-
erable measure on federal-provincial issues: a mandate for electing senate
nominees being the ostensible reason for the Alberta election and a protest
against the impact of federal defence expenditure reductions within P.E.I being
the central issue in the provincial election campaign there. In the Yukon election
(20 February 1989) an NDP majority was returned. Territorial concerns about
the barriers to provincehood imposed by the proposed Meech Lake Accord
alterations to the constitutional amendment process clearly remained alive.

For this year’s volume, in the section "Focus on the Provinces", Ontario and
Manitoba have been selected for particular analysis. Ontario, during the Robarts
and Davis years, had tended to identify federal interests as coinciding with those
of Ontario. But Tom Courchene, in his provocative Robarts Lecture in 1988,
drew attention to the need to reassess Ontario’s position within the federation.!
He suggested that under the Peterson government, in power since 1985, the
. Ontario government has appeared 1o isolate itself from both the federal govern- -
ment and the other provinces by its opposition to the Canada-U.S. Trade
Agreement, by its emphasis upon a social policy agenda rather than economic
policy, and by distinguishing Ontario interests from national interests. Cour-
chene’s reassessment occasioned considerable soul-searching within Ontario
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governmental circles. In chapter three of this volume, Don Stevenson examines
critically the Courchene analysis pointing to a greater continuity in the Ontario
role than Courchene had allowed,

Manitoba will play a key role in whether the Meech Lake Accord is in the
end adopted or rejected and given the minority government sitnation that
followed the provincial election of 1988 this is one province where the outcome
will depend on more than the views of the premier. This points to the importance
of understanding the economic and political dynamics of developments within
Manitoba. In chapter four, Paul Thomas analyses such factors as the economic
situation, attitudes to federalism, and patterns of party politics for their impact
on the Meech Lake process and on federal-provincial relations., The latter have
been seriously affected by the impact of the federal government’s deficit-
reduction efforts upon federal ransfers and regional development programs.
Both geographically and in terms of i{s position in federal-provincial relations
Manitoba is significant as a province very much "in the middle.”

FOCUS ON ISSUES

Although overclouded during the federal general election by the preoccupation
of that campaign with the Canada-U.S. Trade Agreement, the election campaign
itself identified and events following the campaign have accentuated attention
to a number of issues, some new and others revived. These will have an
increasingly powerful impact on federal-provincial relations.

Particularly important are the combined effect of federal deficit-reduction
and tax reform efforts. Robin Boadway, in chapter five, examines the likely
impact of these issues and suggests that federal-provincial fiscal relations in
Canada have arrived at an important crossroads. The impact of the effort to
reduce the federal deficit upon the size and form of fiscal transfers to the
provinces and the federal determination to pursue tax reform, particularly a
federal general sales tax, have in the short-term already accentuated controver-
sics and tensions. But both these developments also have important long term
consequences: they will affect the federal government’s ability to fulfil its
obligations for equalization that were constitutionalized in section 36 of the
Charter; they will leave the federal government in a less dominant position in
terms of the relative occupancy of tax fields by the federal and provincial
govemnments; and there are signs of a serious erosion of intergovernmental tax
harmonization,

In the realm of official language policy, despite the advances achieved by
Ottawa's Official Language Act of 1988, developments in Saskatchewan and
Alberta, and particularly Bill 178 in Quebec have been seen by the linguistic
minorities in these provinces as retrograde and even repressive measures.
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Consequently, during 1988 the salience of the minority languages issue was
heightened and tensions were aroused. Particularly significant was the passage
in December of Bill 178 in the Quebec National Assembly, involving resort to
the "notwithstanding” clause in the Charter. This followed the Supreme Court
ruling of 15 December 1988, that certain sections of Quebec’s Bill 101 prohib-
iting commercial signs except in French violated the Quebec and the Canadian
Charters of Rights and Freedoms.? Bill 178 was seen by the Quebec government
as a necessary response to the concerns of francophone Québécois about the
preservation of their language and culture surrounded as they were by an
anglophone North America and with heightened vulnerability due to their own
sharply declining birthrate.

The Quebec government viewed the legislation as a compromise less oppres-
sive than the original Bill 101 imposed by the Parti Québécois. But the impact
of this legislation and particularly the use of the "notwithstanding” clause to
safeguard it, had a traumatic impact on anglophones in Quebec and English
Canadians outside Quebec. It was viewed as repressive because of the use of
the "notwithstanding" clause to deny rights identified by the Supreme Court as
embodied in the Charter, Moreover, 1o liberal English Canadians who had
supported bilingualism as a concession to national unity, Bill 178 was seen as
a repudiation of the Trudeau policy of national bilingualism as the means to
bicommunal accommodation. The degree to which Bill 178 symbolized the
continuing two solitudes within Canada on linguistic issues was illustrated by
the subsequent Gallup poll of 20 July 1989. This reported that while 77 per cent
of Canadian francophones thought that English rights were well protected in
Quebec only 24 per cent of Canadian anglophones thought so and that while §1
percent of anglophone citizens believed French language rights outside Quebec
were well protected, only 28 per cent of Canadian French-speakers thought
likewise.? In chapter six, Yvon Fontaine examines this linguistic impasse and
argues for the importance of the recognition of official langirage minorities both
outside and inside Quebec as functional minority communities.

During the latter half of the 1980s, child care came to the fore as the major
candidate for a new national federal-provincial program. Following the report
of the Task Force on Child Care (Cooke Report) in 1986 and the report of the
House of Commons Special Committee on Child Care in 1987, the development
of a National Child Care Strategy resulted in the introduction in Parliament of
Bill C-144, The Canada Child Care Act 1988. But despite the apprehension of
Canadians about any limitation of social programs, the pressures for deficit-
reduction and the polarization between the supporters of commercial and
non-profit child care led to the post-election deferral of action in this area by
the federal government. In chapter seven, Derck Hum analyses the "risc and
stall" of the federal national child care strategy and the issues which the
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Mulroney government will have to confront in this area before it faces the
electorate again.

The federal election also indicated a greatly increased public concern about
the environmeni. Indeed, the subsequent public attention in the summer of 1989
given to the PCB disposal issue in Quebec illustrates the increasing importance
of environmental issues. In chapter eight, Alastair Lucas examines legal
developments such as recent court decisions, the development of new compre-
hensive federal environmental legislation in 1988 and major new or amending
environmental legislation in many provinces. He points to the flurry of ana-
lyses, consultation and negotiation in this field in which Canadian governments
have recently been engaged. But particularly important, he emphasizes the
longer-term implications for the redefinition of federal and provincial roles in
this area arising from the trend to broadening federal jurisdiction and the impact
of this upon provincial jurisdiction in such areas as natural resources.

Senate reform has been a perennial issue in Canadian constitutional politics,
and a variety of models for Senate reform and improved "intrastate federalism”
were advocated in the decade leading up to the Macdonald Commission report
in 1985. The issue has currently taken a particular dynamic, however, from a
number of factors. One has been the resurgence of western Canadian alienation
in the period after the 1984 federal election. The West perceived that, despite
the election of a Conservative national government, its own influence on
national policy remained weak by comparison with that of Quebec and Ontario.
This has led to the advocacy under Albertan leadership of the "Triple E"
(elected, equal provincial representation, and effective} Senate as a means of
strengthening western influence in national politics. A second factor has been
the Meech Lake Accord which identified Senate reform as an item on the
constitutional agenda and which, as an interim measure, gave provinces the
right to nominate candidates for federal appointments to the Senate. But the
Accord, by making the process for constitutional amendment more rigid, also
raised fears among many westerners that further progress to Senate reform
might be blocked rather than facilitated. A third factor has been the initiative
of the Alberta government to exploit these developments by passing the Sena-
torial Selection Act, 1989. This provides for the holding of elections to select
Alberta’s nominees for the Senate. Alberta clearly hopes that this will lever
progress towards an elected Senate. In chapter nine, Roger Gibbins discusses
these developments and their likely impact on the dynamics of Senate reform

~ as Canada moves into the 1990s. Of particular interest is whether this focus on

n,rn

one "e" will help keep the issue of Senate reform in play, or whether it will put
the focus upon "election” at the expense of provincial "equality” within the
Senate. The degree of voter interest which the electorate displays in the first
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senatorial election campaign will also give some indication of the strength of
popular pressure for an elected Senate.

With the heated election debate over the Canada-U.S. Trade Agreement
behind us, the focus of trade policy has shifted to the Uruguay Round of
multilateral negotiations under the auspices of the General Agreement on
Tariffs and Trade (GATT). These negotiations raise questions about the degree
to which the particular character of Canadian federalism limits the ability of
Canada to respond to global economic and trade challenges. In chapter ten,
Douglas Brown examines the implications of the Urnguay Round negotiations
for the jurisdictional responsibilities of the federal and provincial governments
and for the processes of federal-provincial consultation on trade policy. The
Canada-U.S. Trade Agreement, as finally adopted, to a large extent finessed the
question of provincial implementation in areas of provincial jurisdiction. In the
Uruguay Round of GATT negotiations, however, as the international negotiat-
ing agenda moves into issues of developing rules for trade in services and
investment, this is likely to pose particular challenges for the distribution of
constitutional jurisdiction between the federal and provincial governments,

MEECH LAKE: ACCORD OR DISCORD?

Such issues as federal deficit reduction and tax reform, minority langnage rights
and policies, the need for a national child care strategy, jurisdiction over
environmental legislation, Senate reform, and provincial involvement in the
GATT negotiations have heightened federal-provincial tensions. But the un-
settled prospects for the adoption of the Meech Lake Accord has been the

- fundamental factor contributing to a growing sense of malaise and even poten-
tial crisis within the Canadian federation at the current time. By mid-1989 this
situation was increasingly drawing comment from leading Canadian colum-
nists.* Indeed, Pierre Pettigrew has been quoted as saying: I am more uneasy
about the future of the federation today than I was nine years ago, on the eve
of the Quebec referendum."

The intent of the Meech Lake Accord was to rectify the lack of Quebec’s
assent to the constitutional amendment of 1982, While the 1982 revisions to the
constitution were legally binding on Quebec, the 1982 constitutional amend-
ment had in effect been imposed on that province because its legislature had
refused to endorse it. The Meech Lake Accord, negotiated in 1987 was intended
to define the terms on which the provincial government of Quebec could
formally add its assent to the revised constitution of 1982, Thus, its aim was to
bring Canada closer to the ideal of a constitutional regime based on the consent
of the governed, including the consent of Quebec.
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The Accord was the product of a First Ministers” meeting at Meech Lake on
30 April 1987 at which Prime Minister Mulroney and the ten provincial
premiers including Robert Bourassa, premier of Quebec, agreed unanimously
on the features of a constitutional amendment that would have Quebec’s
support. On 3 June 1987, at a further meeting of the First Ministers in Ottawa,
unanimous agreement was reached upon the legal form of the constitutional
‘amendment that would implement the Accord. Since then the proposed consti-
tutional amendment has received approval by Parliament and by eight of the
provincial legislatures. The Accord still requires the assent of the legislatures
of New Brunswick and Manitoba if it is to come into effect. In both provinces
new premiers who did not participate in the Meech Lake meeting have come
into office and these premiers have been pressing for revisions to the Accord.
More recently, in Newfoundland, whose legislature had assented earlier to the
Accord, a provincial election has returned to power a new Premier, Clyde Wells.
He has threatened to rescind Newfoundland’s assent to the Accord if it is not
amended. Consequently, there are now serious questions about whether the
Accord will receive the required unanimous assent of the provincial legislatures
to come into effect.

The seven major clements of the Accord involve: (1) explicitly recognizing
in the constitution linguistic duality as a characteristic of Canada, and Quebec
as constituting "a distinct society within Canada;" (2) providing certain
guarantees to Quebec about jurisdiction over immigration which would consti-
tutionalize existing administrative agreements; (3) clarifying the federal spend-
ing power in areas of exclusive provincial jurisdiction; (4) extending the
currently somewhat limited number of constitutional provisions which would
require unanimous agreement of the provinces for formal ratification; .(5)
constitutionalizing the Supreme Court and providing that in future appoint-
ments would be made by the central government from among provincial
‘nominees; (6) providing that appointments to the Senate would also in future
be made by the central government from among provincial nominees; N
providing for annual First Ministers’ conferences on the economy and on the
constitution.

While the Accord was initially hailed as the product of a unanimous agree-
ment among all 11 first ministers and had the support of all three national party
leaders in the Federal Parliament at the time, since then it has become the
subject of bitter attack and criticism by a variety of groups within Canada. The
debate has turned around four sets of issues, each revolving around different
conceptions of Canadian federalism.

The first has been the clash between "nation-centred federalism" and "col-
laborative federalism."® Advocates of the former, typified by the Trudeau
Liberals, see as essential for the future of Canada: strong national government
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leadership, the development of national standards in social policies, a national
approach to protecting the rights of national and provincial linguistic minori-
ties, and a national government relatively unconstrained by the requirement of
intergovernmental agreement. They fear that the Meech Lake Accord would
dangerously weaken the central government. The "distinct society” provision
for Quebec would in their view undermine the sense of Canadian nationhood.
The immigration and spending power provisions are seen as constraining
federal jurisdiction and the more rigid constitutional amendment procedure
would make adaptation to global and domestic challen ges more difficult. They
are concerned that the provisions relating to Supreme Court and Senate appoint-
ments and for First Ministers’ Conferences would complicate national decision
making. Furthermore, they taunt, in an obviously rhetorical yet emotive exag-
geration, that the Canada-U.S. Trade Agreement has given Washington half the
Canadian federal government’s powers and that now the Meech Lake Accord
would give the other half to the provinces.

On the other side, supporters of "collaborative federalism" argue that the
provinces are vital communities and that only by accommodating these reali-
ties, rather than by suppressing them, can true Canadian unity be achieved.
Mechanisms to build upon consensus and collaboration strengthen Canadian
unity rather than weaken it, they argue. Furthermore, they point out that,
although the collaborative role of the provinces would be enhanced under the
Accord, specific provisions in the text of the proposed constitutional amend-
ment would ensure that federal jurisdiction remains undiminished.’

- A second source of debate upon the Accord has been the continued tension
between those advocating competing models of how to accommodate linguistic
duality within Canada. Critics of the Accord, such as Pierre Trudeau and his
followers, see the responsibilities assigned to the Quebec government to pro-
mote that province’s character as a “distinct society” as underminin g their own
advocacy of linguistic dualism as a pan-Canadian national policy. In their view
the responsibility for the protection of the rights of official language minorities
across the country, including those of Quebecers, should lie with the federal
government. Supporters of the Accord, on the other hand, view the distinctive-
ness of Quebec with its French-speaking majority as a sociological fact and see
the need, both symbolically and in order to undercut future Quebec separatism,
to recognize that reality in the constitution. In varying degrees this has been the
position of all the major provincial political parties within Quebec including
the "federalist” non-separatist parties. :

A third source of coniention has been the emerging clash between pluralism
rooted in territorially based interests and pluralism within Canada which is
based on non-territorial interests. Among the most bitter opponents of the
Accord have been those who have criticized the Accord’s precccupation with
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the concerns of territorially based interests which find their focus in such issues
as language and intergovernmental relations.® The representatives of non-
territorial interests argue that with the addition of the Charter of Righis and
Freedoms in 1982, the Canadian Constitution is as much about rclations
between the individual and the state as about federalism and relations between
governments. The Meech Lake Accord, they complain, attempts to tilt the
balance back to the pre-Charter era by its focus on territorially based interests
and intergovernmental relations. Thus, women’s groups, multicultural groups,
organizations representing aboriginal peoples, and liberal intellectuals have
expressed concerns that the Accord’s identification of Quebec as a "distinet
society” might in that province undermine the primacy of the Charter. Among
these critics have been a number of federally funded advocacy groups. They
have argued that the criteria of rights and social justice are more important than
accommodating the concerns of Quebec or of provincial groups. The defenders
of the Accord have responded that fears that the Accord would undermine the
Charter have been exaggerated. Furthermore, they emphasize that the concerns
of territorially based minorities remain a legitimate political reality within
Canada which cannot be simply ignored.

The fourth source of contention has been over the processes appropriate for
constitutional reform. Critics of the Accord have pointed out that there was little
prior public discussion, that the Accord was negotiated in two closed meetings
of a group of 11 male First Ministers with only a few officials involved and that
when the Accord was placed before Parliament and the Legislatures, the public
debate was a sham because the Accord had to be either accepted or rejected
with no opportunity for amendment.” These critics have attacked the processes
of "executive federalism” as undemocratic, even to the point of challenging the
legitimacy of responsible parliamentary government which gives rise to these
processes. Their demand has been for a more participatory process of constitu-
tional reform. The supporters of the Accord, on the other hand, point out that
the process followed has met in every particular the requirements for constitu-
tional amendments incorporated in the revised Constitution of 1982. Further-
more, that with the requirement of ratification by Parliament and the provincial
legislatures the process has provided in this instance for more extensive public
examination than the process by which the 1982 constitutional amendment
establishing the Charter was ratified. They suggest, as well, that effective
resolutions are unlikely 1o emerge from generalized processes of participatory
democracy. There is a genuine dilemma here. The "elite accommodation” model
represented by the Mcech Lake process has offended the advocates of partici-
patory democracy. But there have been few practical proposals for maximizing
public and group participation in the negotiation of constitutional reform which
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would not at the same time minimize the chances of reaching Canada-wide
compromise and agreement.

The debate over the Meech Lake Accord has brought out in full the contra-
dictions embodied in the constitutional amendments of 1982. That resolution
had attempted to combine the elements most sought after by both the Trudeau
national government and the majority of premiers. The struggles between the
charterists and the federalists, between advocates of "nation-centred”" and of
“collaborative” federalism, between insistence upon uniform national righis
and the recognition of diversity, and between the supremacy of the charter and
the judiciary versus legislative supremacy as retained through the
"notwithstanding” clause, represent clashes between different elements em-
bodied in the 1982 compromise. Each now claims that their element must
prevail.

Since the federal election in November 1988, support for the Accord appears
to have deteriorated significantly within English Canada. Where in previous
periods the erosion of faith in the English-French partnership in Canada has
usually come from Quebec nationalism, uncharacteristically it now is most
marked among the anglophone majority. A number of factors have contributed
to this. First, with the scttlement of the free trade issue, the focus of its
nationalist opponents within English Canada has been transferred to the Accord.
Throughout the debate on the trade agreement its opponents were concerned
that it would both weaken the east-west economic ties between the regions
within Canada by expanding the north-sounth trading links and that it would
restrict the ability of future federal governments to implement national
economic and social programs. With that battle lost, the attention has turned to
the Meech Lake Accord which it is feared would, by recognizing Quebec’s
distinctiveness, further weaken its ties with the rest of Canada and would at the
same time increase the role of the provincial governments generally at the
expense of the federal government,

- Asecond factor has been the impact of the election upon the composition of
the opposition caucuses in Ottawa. The leaders of both the national opposition
parties had endorsed the Accord in Parliament, but the sweeping Conservative
success in Quebec in the 1988 federal election has meant that the representation
of both opposition parties in the House of Commons is dominated by anglo-
phone Canadians from outside Quebec and contains a larger proportion of
members critical of the Accord.

A particularly influential factor was Quebec’s decision in December, by the
passage of Bill 178, to reaffirm the prohibition of using languages other than
French on outdoor commercial signs, overriding a Supreme Court ruling and
the Charter of Rights and Freedoms in the process. The use of the "notwithstand-
ing" clause in the Charter and the repudiation by Bourassa of his earlier
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campaign promises had a dramatic effect. This action shocked the national
anglophone majority, including many who had previously been supportive of
Quebec’s aspirations, by its repudiation of bilingualism, its emphasis upon the
minority status of anglophones in Quebec, and by the primacy given to the
distinctiveness of Quebec’s majority over the safeguards for minority rights
embodied in the Charter. Indeed, it may, by itself, in the long-run have sounded
the death-knell of the Accord.

A more subtle but insidious factor has been the realization among Canadians
outside Quebec, not just those who were opposed to the Canada-U.S. Trade
Agreement, that it was Quebecers who in the 1988 federal election had effec-
tively decided that Canada would implement the free-trade agreement. This was
seen as yet another case of Quebec setting the national agenda as it bad
previously done for so many years in its support for the Trudean Liberal
government. Sympathy for the need to make concessions to a Quebec which
was able to exercise so much influence and power on the national scene, became
even harder to muster. In the words of Grant Devine, premier of Saskatchewan:
"No matter how hard you try to explain that Quebec did not make it into the
Constitution in 1981, they don’t understand and they are tired of hearing about
it....Anything you do now to try to make Quebec a part of the country and the
Constitution appears to them as if everybody’s dropping on their knees to do
something special for Quebec." 10

The general effect, as a Gallup poll in June 1989 indicated, has been a sharp
deterioration in support for the Meech Lake Accord since the beginning of
1989.1! This has not been the result of greater knowledge of the Accord, for
fully 60 per cent of the Gallup respondents indicated that they were not familiar
with the Accord. It represents, instead, a growing weariness with the issue
among English Canadians. By contrast with the concern and anxiety expressed
in English Canada during the crises of 1979-81 and the desire at that time to
help the federalist cause within Quebec, it seems that now many English
Canadians no longer seem to care. Indeed, a Gallup poll in July 1989 suggested
that more than one in four English Canadians (27 per cent) favoured Quebec
separating from the rest of Canada and becoming an independent country, the
highest level since Gallup first posed the question more than 20 years ago.
Thus, it would appear that the tolerance and concemn that typified the views of
English Canada about Quebec’s aspirations in the period 1979-82 have been
replaced by indifference and impatience, In the process those fighting for the
federalist cause within Quebec, opposing separatism, have felt increasingly
abandoned and discouraged.

The result has been a reversion to the old stereotyped polarization hetween
an English Canada insistent upon a "nation-centred” federation and emphasiz-
ing the primacy of national programs and rights and a Quebec determined to
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use whatever tools it has at hand 10 ensure its distinctiveness. Meech Lake has
come to represent this polarization. For Quebec it is seen as the irreducible
minimum for further accommodation. Indeed, English Canadian critics of the
Accord seem to have consistently underestimated the degree to which the
Accord has been criticized within Quebec for gaining that province too little. !
For large parts of English Canada, on the other hand, the Accord represents too
large and unacceptable a concession towards a part of the country that secems
to manifest so little commitment to the objectives of the rest of the country.

Although Gordon Robertson has argued cogently that the time limit for
ratification of constitutional amendments does not apply to those requiring the
unanimous consent of the provinces,14 the governments involved in the process
have been assuming that the deadline of 23 June 1990 must be met. As that date
approaches the emotional polarization has become increasingly difficult to
bridge. As Jeffrey Simpson has put it:

Each time a leading politician puts the argument in terms of Meech Lake or
disaster, Quebecers are reminded that Meech Lake will be the one and only litmus
test of English-Canadian accommodation, and English-Canadians recall that
Meech Lake is the latest in a series of what many of them consider endless and
profoundly fatiguing demands for accommodation coming from the same place.15

One thing is certain. There will be no return to the status quo which existed
before the Meech Lake Accord was proposed. The debate over the Accord has
itself deeply affected the psyches of English Canada and Quebec. Consequently,
the failure 1o ratify the Accord will leave serious scars, even if it does not
unravel Confederation, as it well might. The political climate for reconciliation
will be poisoned for a considerable period to come. Furthermore, the clear
indication of the unworkability of the constitutional amendment process
adopted in 1982 is likely to mean that other proposals for constitutional
amendment, such as senate reform, will stand little chance of success for a long
period to come. Almost inevitably, Canada would revert to the sitnation prior
to 1982 when the evolution and development of its federal system had to be
achieved incrementally through a variety of extraconstitutional amendments
and accommodations rather than through formal constitutional amendments. [t
is one of the ironies of the Meech Lake saga that the careful process of prior
intergovernmental negotiation which preceded the Accord and which was
adopted in order to avoid the explosive effects of a failure to reach resolution,
has itself, by attracting the stigma of "elite decision making,"” helped to produce
the very disaster that it was intended to avoid.

Of course, Canadians may again, as in 1981, through a realization of the
serious implications of the current polarization, find a political resolution
before it is too late. But indifference and fatigue will need to be replaced bya
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conscious and extraordinary effort. Over the years, sometimes at the last
minute, Canadians have worked out solutions to their political problems.
Indeed, 1867 was one such example, as was 1982. Compared to the experience
of other nations, including other federations such as the United States and
Switzerland which have experienced the upheavals of civil war during their
history, Canada’s 122 years of stable government has been a remarkable
achievement. Canada is one of the longest surviving federations in the world.
But no constitution settles all issues once and for all. Constitutional systems by
their very nature are constantly evolving and federal unity requires continuous
work in every generation. Perhaps the realization of what is really at stake, of
what kind of country Canada or Quebec would be without each other, may in
the end help Canadians, and particularly their political leaders, yet again to
summon the political will to heal the rifts.
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TWO

The Election of 1988 and Canadian Federalism

Darrel R. Reid

Le chapitre ci-dessous présente un tour d'horizon de la derniére campagne électorale
fédérale qui s'est soldée par une seconde victoire majoritaire des conservateurs de
Brian Mulroney avec, en toile de fond, I'enjeu-clé du libre-échange. Plus spécifigue-
ment, I auteur aborde quelques thémes majeurs de la campagne apparentés directement
au fédéralisme canadien.

Concernant d'abord la question linguistique, la plupart des acteurs fédéraux auront
été embarrassés par I'intention manifestée par le gouvernement Bourassa de recourir
a la fameuse clause nonobstant pour légitimer le caractére distinct du Québec, a
Uencontre de la Charte canadienne des droits et libertés. Parallélement, chez les ultras

du Canada anglais, on vouait aux gémonies le bilinguisme institiutionnel.

L'Accord du lac Meech, avalisé antérieurement par les trois partis fédéraux, aura
éié évoqué surtout pour rappeler I'importance—cruciale pour la fédération—d un
retour du Québec au sein du giron constitutionnel canadien. Au plan environnemental,
malgré certaines critiques circonstancielles de I'opposition, les trois pariis ont fait
chorus & propos du réglement des grands problémes environnementaux auxquels fait
face le Canada. En matiére de développement régional, le gouvernement conservateur
s'est fait I' apotre de la décentralisation—plutdt bien agréée par les provinces—avec, &
la clé, un certain nombre de projets nouveaux devenus toutefois vulnérables depuis le
dernier budget Wilson.

La réforme fiscale fut, contre toute attente, a peu prés escamotée durant la campagne
électorale au profit du libre-échange. Ce dernier théme aura, de loin, dominé le débat
électoral ef opéré d'importants clivages idéologiques entre partisans et détracteurs de
Uentente, la polémique portant notamment sur les risques—ou non—d' un étiolement de
I'identité canadienne par suite d' une intensifi cat:on de nos échanges économiques avec
les Etats-Unis.

Pour terminer, I'auteur propose une bréve analyse des résuitats du serutin fédéral
pour chaque région de méme qu'une explication de I'appui variable obtenu par les
principaux partis en cette occasion. Qui plus est, D. Reid se livre & une supputation des
priorités du gouvernement Mulroney aux fins de son second mandat. En conclusion,
I'auteur explique le nouveau succés conservateur moins comme une adhésion populaire
au crédo gouvernementai que comme la nécessité, ressentie par plusieurs, d' opter pour
du "connu”, face & une situation politique mouvante.
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INTRODUCTION

It was an impressive victory after one of the most divisive elections in Canada’s
history. After a bitterly-contested 51-day campaign Brian Mulroney’s Progres-
sive Conservative Party did what no federal government had been able 10 do
for 35 years and no Conservative government had done this centary: it won a
second consecutive parliamentary majority. In this election free trade became
the central issue of the election and the campaign a national obsession with the
future of the country and how best to safeguard it.

Among those observers with more than a passing interest in the results of
this election were Canada’s ten provinces and two territories, each of which had
its own policy agenda, and each tracked events related to its interests with great
care. Some, like Ontario and Quebec, were active participants across the policy
spectrum in a campaign both believed to be crucial to their interests; others
entered the fray reluctantly and only when challenged to do so. And, although
the free trade debate dominated the election campaign, the provinces were no
less interested in other issues of importance to Canadian federalism. It is the
purpose of this paper, accordingly, to survey those issues which have been of
ongoing interest to the Canadian federation and to suggest how those results
might affect the Canadian federation during the government’s next term of
office.!

The first section of this paper, entitled Campaign Issues/Non-Issues, tracks
six policy areas that have been of ongoing interest to federal-provincial rela-
tions in Canada and assesses the significance—if any—of the following issues
in the federal election: language and the Constitution Act, 1982; the Meech
Lake Accord; environmental regulation; regional development; tax reform; and
free trade. The second section briefly examines the results of the election before
offering some tentative suggestions as to what the government’s new agenda
might mean for federal-provincial relations in the future.

CAMPAIGN ISSUES/NON-ISSUES

LANGUAGE AND THE CONSTITUTION ACT, 1982

Although language became an issue in the West, mosi of the political action on
this subject during the election of 1988 occurred in Quebec and was related to
the inextricably intertwined issues of language and constitutional language
rights. These issues were given an added urgency by an impending Supreme
Court of Canada decision on the constitutional validity of the commercial
speech provisions of Quebec’s Charter of the French Language (Bill 101).
Closely related to the case before the Court was the question of whether the
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Quebec government ought to invoke Section 33 of the Constitution Act, 1982—
known as the "notwithstanding clause”"—to defend the status of French in the
province should the decision go against the government. Both issues had come
to dominate political discourse in Quebec over the previous year; both there-
fore, attracted attention from federal and provincial politicians who recognized
that victory in the election would most likely be decided in Quebec.

Prior to the election call and during the campaign itself the Quebec govern-
ment had made it clear not only that the "distinct society” provision of the
Meech Lake Accord was to have priority over the Canadian Charter of Righis
and Freedoms, but also that the notwithstanding clause remained the single
most important guarantor of Quebec’s newly-won distinct society status, Lan-
guage, it was asserted, was the single most important symbol of Quebec’s
cultural distinciness and therefore was to be diligently defended. According to
Quebec Premier Bourassa,

La clause de la société distincte 2 pour but d’augmenter la force de I'article 1 de
la Charte, qui permet & des gouvernements démocratiques de limiter certains
droits, dans certaines circonstances... Si la Charte a priorité sur la clause de la
société distincte, nous nous retrouverons dans une situation empirée au Québec.
C’est pourquoi actuellement, selon la Charte canadienne des droits, nous pouvons
utiliser le fait que le Québec est une société culturellement distincte, a tout le
meins, nous pouvons 1'invoquer devant les tribunaux....2

Exactly opposite Bourassa’s provincial Liberals on this issue were their federal
Liberal counterparts, whose desire to see the notwithstanding clause dropped
from the Constitution Act, 1982 had been clear from as far back as September
1987, with the Report of the Special Joint Committee on the 1987 Constitutional
Accord. In an addendum to the Commitiee’s report, Liberal members stated
their belief that "section 33 of the Constitution Act, 1982 should be repealed.
We consider the paramountcy of the Charter essential, and do not feel that this
power of derogation can any longer be justifiec‘l."3 In Quebec, Liberal leader
John Turner reaffirmed this position on 8 October, suggesting to interviewers
not only that Bill 101 and the upcoming Supreme Court judgement should be
of national concern, but that the federal government was fully justified in using
its funds to promote bilingnalism in Quebec.4

This assertion, among others, attracted a harsh attack from the federal
Secretary of State, Lucien Bouchard. According to Bouchard, the Liberal
leader’s commitment to abolish the notwithstanding clause made him more
dangerous to Quebec than former Prime Minister Pierre Trudeaun had been: "Is
it possible,” he asked, "that there is, in the Liberal party, a neo-Trudeauist who
wants to be even tougher on Quebec than Trudeau was when he shoved down
our throats (the Constitution of 1982), which we Quebecers did not want?">
Speaking, as he put it, as a citizen of Quebec, Bouchard affirmed the
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notwithstanding clause as being essential to the survival of Quebec. "In Quebec,
this clause is perceived as a safety net 10 protect Quebec against federal
initiatives that could be damaging. Abolishing it would have far-reaching
consequences and I am concerned (that someone would propose it).” He went
on to assert that "I know of no one in the Conservative party who would want
to do such a thing...' 6 Mr. Bouchard’s stand, while undoubtedly making for
good press in Quebec, appears to have directly contradicted the _})osmon of his
party and of the party’s leader, Prime Minister Brian Mulroney.

The Conservatives were not the only party seen 1o be in confusion over the
notwithstanding clause during the election campaign. Like the other two par-
ties, the New Democrats, while not calling for the outright revocation of Section
33, were clearly uncomfortable with its existenice. NDP members of the Joint
Committee had recommended that "serious attenuon“ be given to its repeal in
a second round of constitutional negotiations. 8 Such concerns notwithstanding,
NDP leader Ed Broadbent’s position on the issue throughout the campaign was
that since the clause existed in law, it was none of his business if the Govern-
ment of Quebec chose to invoke it in defense of its language or culture.” When
officials and candidates from the Quebec wing of the party suggested that the
notwithstanding clause should be available only to Quebec and only to
safeguard French languoage rights, however, Broadbent, who at first dismissed
their comments as a difference of nuance, later was forced to distance himself
from those comments, asserting that the position of these Quebec candidates
was "Not the position of the party as a whole.," 10

The West: Bilingualism and Bill C-72

To many in Western Canada, language was an issue as well, but for entirely
different reasons. Here, voters were concerned not with the preservation of the
French language, but with implications of Bill C-72, the federal government’s
overhaul during the last session of Parliament of the 20-year-old Official
Languages Act. Just days before the election, Alberta premier Don Getty had
launched a complaint about the federal government’s bilingualism policy being
"shoved down the throats" of westerners. According to Getty, the federal
government’s insistence upon bilingualism was limiting the jobs for unilingual
westerners in the federal civil service.!! While at any other time such com-
plaints might have been dismissed as typical western spleen, this time Getty’s
remarks provoked a measured response from Gett 1),r ’s federal Conservative
counterparts and a more hostile one from Quebecers. “ External Affairs Minis-
ter Joe Clark, locked in a struggle with Reform Party leader Preston Manning
in his Alberta riding of Yellowhead, allowed that: "There is obviously a
language issue waiting to be stirred up among some Albertans. In my mind, it’s
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an old issue, a very divisive issue ... the kind of issue that doesn’t help the
country."l3 Despite the press coverage Getty’s comments received in central
Canada, however, they were received with rather more sympathy by westerners
than the Conservatives would have liked to have seen.

While during the election campaign Getty was somewhat restrained in his
language complaints by his strong support of the Free Trade Agreement, other
western parties were only too happy to take up the cause—one for which many
commentators acknowledged there was a ready audience in the West. Most

- notable among these was the Reform Party of Canada, led by Preston Manning,
that drew readily upon the hostility generated by the perceived inequalities of
official bilingualism. In Regina, for example, Mr. Manning asked his audience
why it is that one who supports francophone rights in Quebec is described as a
"Quebec nationalist,” while one in the West who promotes English is often
dismissed as a "racist, Western redneck.” In a reference to the Quebec signs
case he observed that "Nobody gets arrested in Western Canada for putting a
sign up in French .... It’s the double standard."’> M. Manning pledged the
Reform Party to bring "some rational thinking into the way the French language
issue is dealt with in Ottawa." The priorities of the federal government "are
distorted when $60 million is injected into the province (of Saskaichewan) to
further the expansion of the French Ianguaf;e," when those funds might have
been more usefully spent on drought relief. 6

Farther to the East, ramblings of discontent with Ottawa’s bilingualism
policy were heard as well. Candidates from the Confederation of Regions Party
(CoR}, hoping to capitalize upon anti-bilingualism sentiment in Northern
Ontario, targeted the ridings of Sudbury and Nickel Belt, where the victory
margins of Liberal Douglas Frith and New Democrat John Rodriguez had been
less than 3,000 votes in 1984. While CoR candidates managed to top the
3000-vote mark, however, both Mr. Rodriguez and Sudbury Liberal candidate
Diane Marleau posted strong victories in their ridings, actually increasing their
margins of victory.17 Here, as in the West, the major concern was the perceived
lack of access to jobs for unilingual anglophones. CoR candidates also linked
the government-sponsored encouragement of French to the Meech Lake Accord
and, more particularly, its distinct socicty clause, which they perceived as
giving Quebec a power held by no other province.

MEECH LAKE ACCORD

Outside the tangled language-culture-constitution politics of Quebec, the
Meech Lake Constitutional Accord did not become an election issue, This was
primarily because the Accord itself had already passed Parliament with all-party
support, and the party leaders—each hoping for a strong showing in Quebec—
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had Tittle desire to see the issue re-debated on a political stage anywhere near

so volatile as this election had become. The government’s campaign on the issue
was restrained, to say the least; with the agreement of the legislatures of New
Brunswick and Manitoba still necessary to complete the Accord, the matter
remained a delicate one that uncontrolled regional bickering could do much to
undermine. For their part, Turner and Broadbent faced rising opposition from
within their own parties to their support of the Accord. Together, all three parties

‘managed to keep discord over Meech Lake to manageable proportions

throughout much of the country during the election campaign. ,
According to their official platforms, all three parties agreed that the Accord
should be ratified as quickly as possible. In fact, their platforms fooked remark-
ably similar. Each party promised:
o to ratify the Meech Lake Accord and bring it into effect;
« to support the concept of Quebec as a "distinct society " within Canada;
« to pursue negotiations with the governments of New Brunswick and
Manitoba in order to obtain their assent to the Accord; and,
e to begin a second round of constitutional negotiations (post-
ratification) aimed at addressing the concerns of womens’ groups,
aboriginal peoples and linguistic minorities.

Only in Quebec did this seeming unanimity break down. Here, Mulroney
pursued his party’s strategy of portraying both the Accord and the Free Trade

‘Agreement (FTA) as being two substantial means for Quebec to realize its

constitutional and economic destiny. He was largely successful in keeping
Turner and the Liberals on the defensive by pointing both to Turner’s discomfort
with certain aspects of the Accord and his attempts o modify it in the Com-
mons. ' Further, he was able to point to the bitter—albeit temporarily
muffled—discord within.the Liberal party on the issue and ask Quebec voters
who they trusted to carry the Accord through to completion.

On this point, the Conservatives scored heavily in Quebec. They had,
moreover, an important ally in this fight. No sooner had the election begun than
Bourassa launched an attack against "dissident Liberals” in the federal cancus
who had voted against the Accord and were still working within the party to
undermine support for it. These Liberals wanted to "weaken Quebec” by making
the Accord’s distinct society clause subordinate to the Canadian Charter of
Rights and Freedoms. This, according to Bourassa, was clearly unacceptable.

I want to clear up this constant assertion by those Liberals who oppose Meech
Lake.... What is most important for us in the Meech Lake accord is to give Quebec
more power to protect its cultural future. The recognition in the Constitution of a
distinct society would give more strength to the charter and would allow us to
protect our future more effectively.”
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For their part, those federal Liberals who had voted for the Accord complained
that Bourassa was not showing enough gratitude for the federal Liberal Party’s
official support of the Accord.

Despite the turmoil in Quebec, however, the other parties to the constitutional
agreement—the provinces—did not enter the debate. None of these, facing
political opposition from within their own territory, wished to see the debate on
their carefully-crafted agreement re-opened. And at election call, the prospects
for the successful completion of the Accord looked reasonably good. Eight of
the ten provincial legislatures had already ratified the Accord and the minority
government of Manitoba Premier Gary Filmon, who at that time personally
supported the Accord, had plans to introduce a motion of support for the
agrecment into the Manitoba legislature. Despite the outspoken opposition of
Manitoba Liberal leader Sharon Carstairs, it scemed likely that NDP leader
Gary Doer, who had supported the agreement earlier, would do so once again.
Only New Brunswick Premier Frank McKenna remained 1o be convinced of the
need for his support of the agreement. Alithough events that followed the
election would complicate matters greatly, the attitude of the Iprovinces during
the campaign was one of quiet—albeit guarded—opf;imism.2

ENVIRONMENT

Campaigning on their environmental record, the Conservative strategy was to
emphasize the need for a collective commitment required of Canadians 1o effect
an improvement in the environment. By most indications, this approach seemed
to be the one most likely to succeed with the Canadian electorate on two fronts:
it would address what earlier golls had repeatedly shown to be high public
concern over the environment>® and would strike a cooperative note with the
provinces, with whom the federal government shares jurisdiction in en-
vironmental matters,

The centrepiece of the Tories® election platform was their Canadian En-
vironmental Protection Act (CEPA), passed by Parliament the previous June.
When it was introduced, it was portrayed by the Conservative government as a
tough-minded answer to Canada’s environmental concerns. As described by
then-Environment Minister Tom McMillan it was to be "the most progressive
in the western hemisphere [which would be] backed up by a compliance and
enforcement schedule that will demonstrate to Canadians this government
means business when it’s going to take on polluters."?? Critics charged that the
Act weakened federal powers by reducing the federal role in environmental
protection largely to one of consultation with the provinces. At the time, Liberal
environment critic Charles Caccia pronounced the Act a victim of the "Meech
Lake virus."** '
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On the popular level there was, from the beginning, little voter interest in the
environment issue. Although there had been a pre-election bulge in popular
concern about environmental matters in the wake of the St.-Basile-le-Grand
accident—which, for example, led the NDP to stress environmental issues
above free trade in early campaign ads—polls throughout the campaign con-
sistently ranked the environment well down the list of voter concerns.”™ From
the federal-provincial perspective as well, environmental issues generated little
debate among Canada’s federal players for the reasons that follow.

First, the opposition parties were unable to take the initiative on environmen-
tal matters from the Conservatives. Prior to the election, the government had
seized the environmental "high ground” with its much-ballyhooed CEPA; a
renewed commitment to get tough with environmental offenders; and a pledge
to increase the visibility of environmental matters within the cabinet. Although
both opposition parties hammered away at what was termed the "deathbed
repentance” of the Conservatives on environmental matters, neither managed
to offer alternatives significantly different in substance from those of the
Conservatives. In fact, the platforms of all three parties were remarkably
similar, with each party pledging:

* to give environmental matters a higher profile within government;

+ increased funds for a cleanup of the Great Lakes region;

* to sign an acid rain accord with the United States;

* to eliminate PCBs from the country in the near future; and

= to toughen penalties against polluters.

Neither the Liberals nor New Democrats were able to produce a credible
alternative to the CEPA that would redress the "sellout of federal authority” they
had denounced earlier in such strong terms. Their reluctance to promise tougher
federal government action vis-a-vis the provinces seems to indicate a de facto
acceptance by the parties of the provinces’ more active role in environmental
regulation. This state of affairs could only work in the Conservatives’ favour.
Finally, external events seemed to give more urgency to the ongoing federal-
provincial process for handling environmental matters. The Conservatives
could rightly claim that the wheels were turning. During the election campaign,
for example, the provinces continued to meet with the federal government to
press it to use its federal powers over taxation to create a "superfund” from
which funds could be drawn for the cleanup of hazardous wastes. As well, the
provinces urged Ottawa to use its powers over interprovincial and international
transportation (0 ban the marine and air transportation of PCBs and other
hazardous wastes sent to foreign countries for destruction. As any of these
provincial initiatives would almost certainly be stalled by a change in govern-
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ment, there was little provincial challenge to the status quo ante in environmen-
tal matters during the election campaign.

REGIONAL DEVELOPMENT

Given the high profile that regional development has between elections, its
economic impact upon all regions, and recent spending commitments by the
Conservatives, it seemed likely that regional development would be one of the
major issues of the campaign. Traditionally, this policy area has served as a sort
of lightning rod to which such issues as regional discontent and the allocation
of regional benefits have been drawn. Yet, with all its potential, regional
development did not become an election issue for a number of reasons ranging
from general agreement on the philosophy of regional development to its being
upstaged by the free trade debate.

In reality, the Conservative campaign on regional development had begun
long before the 1 October election call. Between May and September 1988 the
government announced a series of major regional development initiatives to be
spread across the country. And although the Conservatives insisted that the
timing of these announcements was coincidental to that of the election call,
their announcement certainly did no harm to the Conservatives who were
campaigning on their commitment to regional development across the country,
The list of pre-election spending commitments was both long and expensive,
including, among other things:

* the Hibernia mega-project off Newfoundland, for which Ottawa was to

supply $1 biltion in grants and $1.66 billion in loan guarantees;

* the concluding of a $970 miltion, five-year major regional development
pact with Quebec aimed at encouraging regional participation in the
regional economic development process; _

* the announcement of joint federal-provincial funding for a $1.3 billion
heavy oil upgrader in Lloydminster, in which Ottawa would hold a 31.6
per cent equity;

* participation with the government of Alberta in a $4 billion Alberta oil
sands project, in which Ottawa and Alberta were to provide $850
million in cash and up to $1.2 billion in loan guarantees;

* the signing of an energy accord with the government of the Northwest
Territories giving them a say in the future development of energy
resources in the region; and

* a commitment to help finance a $485 million natural gas pipeline to
Vancouver Island, of which the federal stake was to be a $100 million
grant plus a $50 million interest-free loan.
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For the Conservatives, the announcement of such major commitments before
the election had two main advantages: first, having formally committed them-
selves, they could poriray these initiatives as already-concluded agreements
rather that campaign promises; and second, these projects provided the Conser-
vatives with an effective counter-argument to those complaining of Conserva-
tive inattention to a given region. Having made most of their initiatives before
the election call, the Conservatives were able to proceed with a business-as-
usual approach, announcing several small projects through their new regional
development agencies—the Atlantic Canada Opportunities Agency {(ACOA)
and the Western Diversification Office (WDO)—while keeping actual election
commitments to a minimum.

Of almost as much value to the Conservatives as the big announcements was
the widespread perception, even among the opposition parties, that their reor-
ganization of regional development along more decentralized lines was, if not
an unqualified success, at least a step in the right direction. Since the Conser-
vatives came to power in 1984 Canada’s regional development agencies had
undergone both a major reorganization and a shift in philosophy. In 1987 the
Conservative government announced that the Department of Regional In-
dustrial Expansion (DRIE), which had been responsible for regional develop-
ment, would be folded into the new Depariment of Industry, Science and
Technology. ACOA and WDO were to take over most of DRIE’s regional
development concerns. With the establishment of these two agencies, the
Conservatives announced their intention to decentralize regional development
decision making. No longer would decisions affecting the economic well-being
of the Atlantic or Western regions be made in far-off Ottawa, but rather would
be made locally by an agency responsive to local needs and concerns, and with
the money and authority to carry them out. This approach was further enforced
by the recent Ottawa-Quebec development accord that pledged the two govern-
. ments to encourage the making of development decisions according to regional
objectives. Thus it would appear that there was enough interest in all of these
fledgling regional initiatives that opposition was muted by those advocating a
wait-and-see approach. '

Finally, despite some differences in their platforms, both opposition parties
saw some utility in the Conservatives’ new approach to regional development,
and incorporated aspects of it into their own clection promises, The Liberal
Party, while promising a "new approach” to regional development through a
return to "traditional principles,” saw enough merit in the new approach to
promise the retention of many of the Conservatives’ innovations. The Liberals
promised a new Ministry of Regional Development, but this department was to
act as an umbrella organization for those agencies already in place. Their
platform amounted, in effect, to an improvement upon—not a fundamental
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reorganization of—the present government’s regional development policies.
Even more than the Liberals, the New Democrats proposed policies that
supported the Conservatives’ decentralized approach to regional development.
Ed Broadbent made his support for the decentralized approach of the Conser-
vatives plain during the camfaign by promising, among other things, to double
the annual budget of ACOA®® and 1o substantially boost the budget of WDO.%’
On the policy level—if not necessarily at the level of voter response—this
working consensus among the political parties and various regional interests
that the new approach deserved a chance represented a vindication of sorts for
the Conservative approach to regional developmcnt.23 Post-¢lection events,
however, have thrown into question how thoroughly and how quickly the
Conservatives will be able to carry out their agenda for change. Shortly after
the election the new government announced, in light of a worsening budgetary
deficit situation, that all its regional programs would be reevaluated because of
the harsh new realities. While this will likely resuit in less money to the regions
and the delay of some projects, barring a major change in philosophy, the
Conservatives’ two-track approach of mega-projects and decentratized regional
development agencies will continue throughout the next term. By the end of
that period, more data may be available on how successful their new approach
has been, and will push regional development issues onto the electoral stage.

TAX REFORM

As with many of the issues in this election, tax reform has long been the subject
of intensive federal-provincial negotiations. Indeed, at the time of the election
call federal and provincial officials were putting the final touches on a general
framework for the imglementation of Finance Minister Michael Wilson’s pro-
posed multi-stage tax, ? Despite the universal unpopularity of tax changes, the

- Opposition was unable—and the provinces were unwilling—to make tax reform
an election issue for two main reasons: first, there was enough provincial
interest in the rough outline of the proposed national sales tax to suspend their
criticisms; and second, the Conservatives managed, with one or two exceptions,
to keep the issue out of the election spotlight,

Since Wilson announced his intention to produce a national sales tax in 1987,
all the provinces had indicated an interest in pursuing the option further. To this
end, they had been holding technical discussions regularly with federal officials
for more than a year to hammer out the details of what such a tax might look
like. From the beginning, the provinces had a number of jurisdictional concerns,
including how the different tax rates in the provinces would be handled, and

- the implications of turning over the collection of provincial taxes to the federal
government,
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There were clearly some advantages to the proposal: First, there were
obvious cost advantages to having both levels of tax collected at the national
level; this would avoid the costly duplication of having to maintain tax collec-
tion agencies at both levels of government. Further, Ontario and Quebec have
fong maintained that the federal Manufacturers’ Sales Tax, which taxes goods
at the manufacturing level, has had a disproportionate effect upon their manu-
facturing-based economies. Under the tax reform proposals, this tax would be
spread throughout the economy, lowering the tax burden on industries and
Ieading to enhanced competitiveness, increased profits, and job creation.
Finally—and no mean consideration in itself—there was a political attraction
to having the federal government perform the ever-thankless function of col-
Iecting taxes. (For the provinces, though, this latter consideration had to be
weighed against the fact that the public would hold them also responsible for
higher prices at the cash register.} An additional incentive to talk had been given
the provinces by the federal government’s commitment to proceed unilaterally,
if need be, with its new tax regime.

In the early stages discussions had gone well. By the time of the election call
a preliminary administrative framework had been worked out and
federal-provincial meetings continued throughout the election to clean up the
remaining details. With these nearly out of the way, federal and provincial
negotiators had finally reached the big issues: "what goods and services were
to be included in the tax base; what the federal and provincial rates would be;
whether the tax would be visible to the consumer or hidden; the size of the
federal sales tax credit; and most imporiant, whether the provinces would
c:ooperate.":‘}0 During the election these decisions—the truly political
decisions—had yet to be made, and the provinces were not willing to broadcast
their positions on them prematurely.

If the provinces were unwilling to make tax reform an clection issue, the
Liberals and New Democrats, despite wanting very much to do just that, were
unable to do so. From the beginning, both opposition parties had accused the
Conservatives of effecting a "tax grab." They almost succeeded in raising the
profile of the issue when Don Blenkam, chairman of the Commons Finance
Committee, suggested that Ottawa’s proposed national sales tax could net the
government as much as $10 billion more that previously announced. Both
opposition leaders were quick to pounce on Blenkarn’s pronouncements, accus-
ing the Conservatives of having a hidden tax agenda for Canadians. The Prime
Minister was quick to distance his party from Blenkarn’s comments, however.
Restating the government’s promise that any new tax would be "revenue-
neutral"—that is, that the sum total of taxes collected would remain
unchanged— Mulroney stated that Blenkarn’s suggestions were "out of line,"
and did not represent the government’s calculations: "Finance Minister Michael
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Wilson speaks for the government and he has already expressed the govern-
ment’s position” on the impact of tax reform.3* His quick action succeeded in
defusing what might have become a major election issue for the Opposition
parties,

More than anything else, however, the positions of the opposition parties on
tax reform were undermined by the high level of support they had previously
shown for the concept of tax reform in general. Earlier in the year, the all-party
Commons Finance Commitice had unanimously recommended that Ottawa
produce proposals on a new sales tax at the earliest possible date and had urged
the government to give high priority to negotiations with the provinces. While
the general outline of the proposed tax had been made public, so few of the
actual details had been announced either by Ottawa or the provinces that
opposition attacks never gathered the needed momentum to make tax reform a
full-fledged election issue.

FREE TRADE

During the 1988 federal election, free trade, or more particularly the Canada-
U.S. Free Trade Agreement (FTA) signed between the two countries on 2
January 1988, became the election issue, sweeping all other issues before it, In
retrospect, it is hard to imagine how anyone could have expected otherwise.
The principal reason for the election call was Turner’s request that the Liberal
majority in the Senate block the government’s free trade legislation until after
. an election on the issue. A Gallup poll conducted the week of the election call
indicated that 57 per cent of respondants believed that free trade would be the
principle election issue; environmental issues and the Meech Lake Accord, by
comparison, were cited by 1 and 2 per cent respect:i\.'ely.?’2

In federal-provincial terms, free trade was already a well-worn issue and had
been the subject of protracted federal-provincial consultation earlier in 1987-
gg.33 During this election, however, the federal-provincial debate, which had
already generated no small amount of interprovincial tension, was subsumed
by a broader ideological one. Although this did little to reduce those tensions,
it shifted the centre of the debate away from the federal-provincial dimension.
Discussions now shifted from jurisdiction, tariff schedules, and level playing
fields to ones of national identity and purpose. On this level, two very different
visions of the Canadian federation emerged and were debated upon the electoral
stage.

From the beginning, the Conservatives’ strategy for selling free trade was to
include it as part of its larger "Managing Change" campai &n, which emphasized
their party’s qualifications to carry Canada into the twenty-first century. It was
to be but a part of the new agenda for Canada’s future. Where its merits were
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to be stressed was in the regions that had expressed support for free trade and
which viewed enhanced Canada-U.S. trade as their way to prosperity. The West
was particularly receptive to the themes used by Mulroney, who was prepared
to exploit regional grievances to gain support for the agreement. In fact, it
became part of Conservative strategy to invite the other regions to share in the
prosperity that Ontario had enjoyed through such free trade-like arrangements
with the United States as the Auto Pact. In Winnipeg, for example, Mulroney
asked his audience: "Why is there no manufacturing base here? Because, for
one thing, western producers have been exploited by unjust tariff rates to the
East.">* Free trade, according to this vision, was to offer the western provinces
the historic possibility of freeing themselves from this traditional state of affairs
favouring Ontario.

Western politicians were willing to take up this time-honoured theme in
defense of free trade. Saskatchewan Premier Grant Devine, for example, had
carried his defense of the agreement into Broadbent’s home-riding of Oshawa,
Ontario, where he explained that all that the West was seeking was the same
benefits that had accrued to Ontario as a result of their favoured trading status
with the United States. Don Getty, for his part, fumed about the parade of
"eastern jokers" headed Alberta-wards with their anti-free trade sermons; com-
menting on a series of visits by Broadbent, Canadian Auto Workers president
Bob White, and author Pierre Berton, Getty exclaimed: "To have them come
out here angd say “if g/ou guys got this it’d be terrible,’ it’s really a joke and I'm
getting tired of TR

For the federal government, the most outspoken Ontario-basher was Lucien
Bouchard who called the rest of the country 1o oppose Ontario’s anti-free trade
campaign, accusing the "Ontario establishment” of opposing the FTA in order
to retain its wealth and privilege at the expense of the rest of the country.

Look at this debate (on free trade) with the eyes of a Quebecer from the yes side.
Tn 1980, Ontarians came to Quebec to tell us ‘*you are ghettoizing yourselves.
Don’t do that. Open up to the world instead; do like us.’ Well, they convinced us,
Quebec chose not to separate, and to become an active partner in Confederation,
and to open up to the world. Now they want us to stop? That happens every time
Quebec is on the verge of a significant breakthrough. Quebec has decided to do
things right, and to play the game by the book. We have become a vibrant,
aggressive parter in Confederation. And now Ontario tells us: *Held it. You, in
Quebec, just stay at home, and just be an economic ghetto vis-g-vis the United
States. We'll do the trading with them and you’'ll get the equalization payments.’
It gives me the impression that Quebec is the one playing straight inside Confed-
"eration, and that Ontario has become the separatist force, the one which wants to
go it alone. That makes me angry.3
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Such attacks, their effects upon Quebecers aside, certainly had an effect upon
Ontarians, and Bouchard’s attacks provoked a bitter response from Premier
Peterson:

This is a man that tried to ruin the country over a separatist vote and now he's
trying to do it over free trade... Presumably when one aspires to be a national
politician and be in the cabinet, as he is, one has to have some kind of compre-
hension of the rest of the country and some kind of a national vision. I would hope
that he isn’t going into the cabinet just to further some of his old ambitions about
Quebec separatism.

The sparring between Bouchard and Peterson underlined a widening rift be-
tween Ontario and Quebec over the free trade issue. Bourassa, for example,
while officially eschewing involvement in the federal campaign, in reality
vigorously defended the agreement in any forum available to him, This brought
him into conflict, at various times, with John Turner, members of the federal
Liberal caucus, and Premier Peterson.

As portrayed by both Bourassa and the Conservatives, the free trade issue
represented nothing less than a battle for the future of Quebec, In language
reminiscent of the 1980 referendum campaign, Mulroney told a Quebec
audience that:

Quebecers are fed up with the old tactics of those who are contemptuous of our
inteiligence and insult our dignity. They say no to these prophets of doom, these
professional pessimists, and yes to the builders of a new Quebec prosperity. ...
(Quebec’s Libera] Premier) Robert Bourassa supports free trade! (Parti Québécois
leadergslacques Parizeau supports free trade! And Brian Mulroney supports free
trade!

As the Conservatives had planned it, the issue of free trade was to be only one
part of the larger vision for Canada presented to the Canadian electorate.
Mulroney portrayed the FTA as playing a vital role in what he termed the
"national reconciliation” that free trade would bring about. Just as the Meech
Lake Accord would bring Quebec back "into the constitutional fold," thereby
making it a full partner in Confederation, so the FTA would do the same for the
entire country in an economic sense, distributing the economic benefits of
liberalized trade across the nation, not just to the few. No one region would be
penalized by the gains of others. Alberta would profit, but not at the expense of
Ontario. Ontario would benefit, but not at the expense of Alberta. This was his
vision: a less centralist Canada that would allow maximum freedom of action
to provinces wanting to realize their economic potential, free from undue
influence by an overbearing federal government. The nation could only be
strong as its individual members are sirong.
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Opposition to this view came in two forms, cach passionately opposed to the
FTA but each with differing emphases. One view held that the FTA would have
a decentralizing effect upon the country and foster its breakup; the other, that
the FTA’s effect would be to weaken governments uniformly at both the federal
and provincial levels, thereby endangering the give-and-take of Canadian
federalism.* The first view, as proposed by the Liberals and anti-free trade
groups such as the Council of Canadians, was that Canada’s interests could be
adequately defended only by a sirong federal government. The FTA, so their
argument ran, loosened these bonds by restricting the federal government’s
ability to act in energy, regional development and, especially, social programs.
In the leaders’ debate of 25 September Turner stated

Above all, we will never, never sign a deal which surrenders our control and ability
to manage our economy, or our social and regional equalitz' pregrams, or our
destiny as a people. Mr. Mulroney’s trade deal does just that. !

The second group, of which Saskatchewan NDP leader Roy Romanow was one
of the more articulate spokesmen, argued that the agreement would weaken the
powers of both the federal and provincial governments to the point where
policies desired by the United States would eventually predominate. This,
according to Romanow, would destroy Canada’s unique form of federalism,
with its careful balance of national and regional interests. The perceived threat
to Canada was twofold. First, the FTA would give the United States more
influence over what policies governments would pursue and would lock the
country into a bilateral system where American interests would eventually come
to dominate Canadian ones in the formulation of both provincial and national
policies. Second, the agreement would create instability in the carefully
developed federal-provincial-regional relationship by the treaty’s insistence
that the federal government ensure provincial compliance to the agreement—
even in areas of provincial jurisdiction. This would undermine the give-and-
take of the Canadian federation.

No more discussion of federal-provincial negotiations. No more of that genius of
compromise for a better Canada. They can override .... the federal system of
compromise [that] is the source of strength that keeps [Canada] together and that
provides the bonds that unite the country. But out of that need to compromise and
cooperate we have built as a consequence a far different world and certainly a
nation different from the U.S. where, as I see it, the pre-eminent ethic has been
emphasis on individual rights (and) to a predominant commitment to the market-
place and the development of private enterprise,

Thus, during this election the free trade issue proceeded along both regional
and ideologicat lines. And while it is true that ideological factors exerted the
greater influence upon the election of the two, it can also be said that even these
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‘were influenced by factors of ongoing concern about the impact on the
Canadian federation.

THE RESULTS

REGIONAL DIFFERENTIATION

The Conservative victory has meant different things in different regions of the
country. Whether these regional variations point to broader electoral trends
remains to be seen, but they testify to a wide diversity of voting patterns in the
Canadian federation.

The WestiNorth

With the sole exception of Alberta, where support for the party remained strong,
the electoral fortunes of the Conservatives declined throughout the West in the
1988 election; in the four western provinces overall seats held by the Tories
dropped from 58 of 77 in 1984, or 75 per cent to 48 of 96 in 1988, or 50 per
cent (see Table 2.1). Popular support declined in all four western provinces, by
as little as 4 per cent in Alberta to as much as 18.5 per cent in Yukon and the
Northwest Territories (see Table 2.2). Underlying these resulls are a number of
factors which could indicate increasing problems for the government in the
West in years to come,

After a period of relative inactivity, a number of protest partics have emerged
and may become a significant new factor in the West, since 1957 a bastion of
Conservative support. These parties attempted to mobilize voter discontent with
the main parties, appealing to the traditional roots of western alienation: the
perception of the West’s lack of clout in the national parliament; Ottawa’s
language polices; and perceived discrimination against the West in the awardin g
of government coniracts,

As is shown in Table 2.2, the most successful of these protest parties was the
Reform Party of Canada, which made reasonably strong showings in Alberta,
B.C., and Manitoba. In Alberta, the party ran third in overall votes, gathering
15 per cent of the popular vote in that province. This was good enough 1o place
them ahead of the Liberal Party and they came within 20,000 votes of being
runner up to the Conservatives.*> Although the Reform Party won no seats
during the election proper, it sent its first member to the federal house after a
by-election victory in the Alberta riding of Beaver River held after the death of
Conservative member John Dahmer. Despite these numbers in Alberta, the
Reform Party’s largest impact may have been felt in B.C., where, arguably, the
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party’s 5 per cent of the popular vote may have cost the Conservative Party four
seats.

Another factor evident in the West was the changing political orientation of
Manitoba. Commentators have noted that Canada’s electoral map consists of
two overlapping two-party systems: from the Ottawa River castwards the
" Liberals and Conservatives dominate; from Manitoba westwards the Conserva-
tives and NDP dominate; and m Ontario, where the two systems overlap, all
three partics contest clections.* Where once Manitoba had more in common
with its sister provinces to the West, significant Liberal gains both in the federal
and the provincial election earlier in the year, suggest that the overlap once
confined to Ontario has moved westwards to include Manitoba. Results from
the federal election and the provincial election of April in Manitoba are almost
identical to the popular vote figures in Ontario for the federal election.*®

One final point of interest is that in the West, where regional issues have
traditionally played a large part in its politics, it was the trans-regional free trade
issue that dominated the election. Although at the outset of the campaign
western voters were almost evenly split on the merits of the agreement, 47 by
early November support had fallen sharply. s possible that, of the 17 seats
ost by the Conservatives in British Columbia, Saskatchewan, Manitoba, and
the North (Table 2.1), many can be most directly attributed to voter concerns
about free trade. This result was all the more noteworthy given the enthusiastic
support of the FTA by the region’s four premiers. An Environics poll taken late
in the campaign indicated that in B.C., Saskatchewan, and Manitoba a solid
majority of those polled opposed the FTA in its current form despite the
endorsement of the provincial premiers. * Sucha cleavage of public opinion in
these provinces indicates that, despite the best efforts of the premiers to rally
public support for the agreement within their provinces, they were not the prime
spokesmen for their constitutencies. Although it is too soon to tell whether this
sharp variance is part of a developing trend or not, it is clear that, for this issue
at least, factors other than regional interesis played a greater part in the voters’
minds. Indeed polls throughout the campaign indicated that such factors as age,
sex, and socio-economic status were better indicators of voter intention on this
issue than geographical location. At the very least, the trans-regional cleavage
of opinion bears wiiness to the dominance of the free trade issue and the
passions that the free trade issue brought to the surface in the 1988 election,
This appears to have been true in other regions of Canada as well, including
Ontario.
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Ontario

As in the West, support for the federal Tories fell, but not as far as some
commentators had predicted, given the Ontario government’s vociferous op-
position to the FTA. There was a deep division of opinion in Ontario over the
free trade agreement. The relative strength of the Tory showing in Ontario
indicates the depth of support for the agreement both by the business commu-
nity and among voters in higher income brackets. Popular opposition to the
agreement, nevertheless, was higher in this province than in any other.

Here, as in the West, two protest parties—the Christian Heritage Party (CHP)
and the Confederation of Regions Party (CoR) played a role, although their
effect was not nearly so pronounced. While in actual numbers, the returns of
these parties were not all that significant (together, the two polled 82,500 votes),
their impact upon the results may have been much greater. Together, they may
have played a significant role in taking as many as five seats away from the
Conservatives. '

Quebec

In Quebec, the Conservatives found rock-solid support for their twin initiatives
of free trade and the Meech Lake Accord. As is shown in Tables 2.1 and 2.2,
Quebec was the only region of the country in which the Conservatives increased
both their percentage of the popular vote and the number of seats won over their
1984 results.

Amajor facior in these improved results for the Conservatives was the active
role taken by Bourassa in supporting the Conservative campaign for free trade
against all opponents declared or otherwise. Throughout most of the election
Bourassa steadfastly denied any partisanship. When polls one week before the
election indicated that the Conservatives and Liberals were virtually dead-
locked, however, Bourassa took to the floor of Quebec’s National Assembly to
warn Quebecers of possible job losses due to punitive U.S. trade actions should
the FTA not be implemented.’? Because both the Liberals and NDP had vowed
to scrap the agreement, Bourassa’s remarks were widely interpreted to be an
endorsement of the Progressive Conservatives.

Language, too, became a factor in the province’s electoral resulis. Although
the Quebec electorate as a whole gave Mulroney’s Conservatives heavy sup-
port, some interesting results emerged from the Montreal area, home to many
of Quebec’s anglophones. The federal Liberals won their best results here in an
otherwise bleak electoral landscape, gathering ten seats of the 18 they won in
the entire province. Much of this support came from the anglophone community

.and may be as a result both of the perceived abandonment of Quebec anglo-

phones by the Conservative government through the granting of the distinct
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society provision to the Quebec government and the frankly nationalistic tone
of federal politicians campaigning in Quebec.

As in the Atantic provinces, the New Democratic Party failed to win any
seats in the province. This result was particularly disappointing to NDP strate-
gists in light of the energy and money spent (o win a breakthrough in Quebec.
The party, it seems, was the victim of the elec toral dynamics in Quebec. On the
one hand, their failure to gain the support of francophones may have been
because of their opposition to free trade and because the nationalistic tone of
the Quebec campaign polarized voters, making it primarily a two-party race.
On the other hand, the party may have been unable to attract anglophone support
because of it’s acceptance of Quebec’s right to override minority language
rights in the province.

Atlantic Provinces

Voters in the Atlantic provinces showed a major rejection of the Conservative
Party in this ¢lection, with results indicating a 12 per cent drop in public opinion
and a loss of 13 seats. While it is difficult to attribute this result 1o any single
factor, it is clear that voter concerns over the impact of free trade upon their
region were a major factor in this shift. These election results demonsirate
conflicting concerns between what has been traditional Atlantic support for
freer trade with the United States and the possible negative effects of the
particular agreement the Conservatives were proposing. Chief among regional
concerns was a general uneasiness about the effect of the FTA on gocial
programs. Residents of the four provinces are more dependent on these than
other Canadians. The Conservative losses in the region are all the more signif-
icant given the strong support of the agreement by three of the regions’ four
premiers. '

THE NEW AGENDA

The election results of 21 November gave Brian Mulroney’s Conservatives a
broad mandate to pursue their agenda for change. Although the voters were
clearly uncomfortable with the Conservalives’ position on free trade, it appears
that most, after having been bombarded for six weeks by conflicting claim and
counterclaim, returned to the opinion, recorded in polls early in the election,
that the Conservatives were the party best able to deal with a wide variety of
policy issues and was the party best able to manage the country during rapidly
changing times. In a Globe-Environics poll taken between 2 and 10 October
- respondents rated the Conservatives as the party best able, among other things,
to handle Canada-U.S. relations; manage foreign policy and international
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relations; manage the economy; encourage regional economic development;
handle federal-provincial relations; create Jobs; and manage French-English
relations.>> Forty-two per cent of respondents indicated their support for the
Conservatives. Within a pollster’s margin of error this result was duplicated
exactly on election day six weeks later, Given the prominence of free trade,
economic and national sovereignty-related issues in this election, it seems
likely that this confidence in the Conservatives, despite a significant hiatus in
mid-campaign, had reasserted itself by election day.

In light of the clear majority the new government has received, it is likely
that it will move ahead in a number of policy areas with renewed confidence;
following are several areas that will have some impact upon federal-provincial
relations in the next term.,

Free Trade

Because the principal election issue was free trade, the Conservatives have
moved quickly to ratify and implement the agreement with the United States.
Although detractors have pointed out that more voters voted for partics against
the deal than for it, among those who fought the election on the issue there was
little doubt that the Conservatives had now won the right to proceed. In
post-election comments John Turner stated: "You know that we let the people
decide. The people have decided, so that, having stated our case, we’ll let
matlers proceed.” " Turner’s interpretation of the election outcome was shared
by Ed Broadbent who, in referring to the Prime Minister’s future course of
action stated: "He has the right, he has a mandate that’s clear... The Canadian
people have taken a decision and Mulroney certainly has the right to continue
with passage of free trade.">> Peterson, who had been the FTA’s most vocal
provincial opponent allowed that the fight was now over: "There’s no sense
refighting the battle. I think that one has to admit that in a sense we lost."6
With the FTA in place, the provinces will continue to monitor closely the impact
the agreement will have upon their own policy agendas. Of these, social
programs and regional development may receive special attention in federal-
provincial discussions. Another area of interest 1o the provinces will be the
definition of what constitutes unfair subsidies under the FTA,; this has been one
of the main concerns of those regions heavily dependent upon regional develop-
ment aid. The deadline for the completion of these negotiations is seven years,
however, and it is reasonable to expect that this issue may recur in the next
election. ' ' -
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Meech Lake Accord

The election results have made the prospects for the ratification of the Meech
Lake Constitutional Accord much less bright than they were before the election.
Among those taking their seats in the new Parliament are many who are either
opposed to or have strong reservations about the Accord. Included in this
number are francophone Liberal Acadians such as Douglas Young (Gloucester),
a former minister in Frank McKenna’s cabinet; a strong delegation of Manitoba
Liberals who, along with Sharon Carstairs, have voiced concerns about the
Accord; and anglophone Liberals from Quebec, several of whom have openly
guestioned the wisdom of John Turner’s support for the Accord in light of the
Liberal Party’s poor showing in Quebec.

Significant changes have occurred in the outlook of western NDP members
as well. Gary Doer has taken the position that the need for amendments to the
Accord has increased becanse of the Conservative victory and the impending
passage of the FTA. His fear is that the Accord could further weaken Outawa’s
powers, especially in the establishment of new social programs. "Mr.
Mulroney," he stated "has been given a blank cheque on social services by the
people of Canada with the approval of the free trade agreement and we’ll {the
Manitoba New Democrats] be very careful on a second blank cheque on the
spending power provision of Meech lake."” Although in principle Doer’s
concerns are at variance with those of his Saskatchewan counterpart Roy
Romanow, who regards the FTA as strengthening Ottawa’s hand, both agree
that the Accord is a decentralizing document and that it requires careful
reexamination in light of the passage of the FTA.

Events subsequent to the election campaign have further complicated the
Accord’s path to successful completion. In the wake of Bourassa’s invocation
in December of the notwithstanding clause to protect the French language in
Quebec, a number of his fellow premiers have expressed their concern about
the "distinct society" status granted to Quebec by the Accord. Premiers Gary
Filmon of Manitoba, William Vander Zalm of British Columbia and newly-
elected Clyde Wells of Newfoundland have all questioned whether the Accord
is too flawed to be allowed to pass in its present state.

Outside these provincial concerns, opposition to the Accord is on the up-
swing as well. The election has boosted the number of those opposed to the
Accord within both opposition parties, with the result that the continued
unanimous support of the three major national political parties is not nearly so
solid as it was before the election. Whatever the future of the Meech Lake
Accord, it is clear that the new Conservative government’s path towards its
ratification has become more—not less—tortuous as a result of this election.
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Tax Reform

How the government will proceed with its tax reform plans, and whether the
provincial governments will cooperate remains unclear. Shortly before deliver-
ing his budget in April 1989, Wilson indicated that since provincial agreement
on a joint tax was not forthcoming, the federal government would proceed
unilaterally with its own tax, since called the "Goods and Services Tax" {GST).
Although prior to the election Alberta was the only province to state its
opposition to the plan, there are now rising indications of wider provincial
hostility to the plan for a federal GST. In May 1989, for example, Bourassa
proposed that Ontario join his province to fight the new tax. His comments were
received favourably not just by Peterson, but by Vander Zalm, Wells and Getty.
Chief among their concerns is that Ottawa’s imposition of the new tax will make
it more difficuli for the provinces to raise revenues.>® Clearly, this matter'is a
long way from being resolved and will continue on federal-provincial agendas
for some time to come.

Environment

During the next four years, environmental issues are likely to become more
important to federal-provincial relations in Canada. This is not just because of
heightened public awareness of environmental issues, but because the federal
government’s commitment to increasing the profile of environmental matters
within cabinct and the concept of “sustainable development” will generate more
controversy with the provinces when federal and provincial interests collide.
Such a divergence of interests has already been apparent, for example, in the
postponement of the Rafferty-Alameda dam project in southern
Saskatchewan.”® Given the increased role of both levels of government in
environmental regulation, this trend may be expected to increase.

CONCLUSION

Whether it was because the campaign was dominated so completely by the
emotional free trade issue, or because federal-provincial relations, due in part,
to the technical nature of many of the issues, seldom grip the emotions of voters,
there is little evidence to suggest that federal-provincial issues per se influenced
the outcome of the election to any significant degree. Even so, it cannot be said
that the election has had no influence upon federal-provincial relations. For
election rhetoric has added to the intensity of discussions most notably in the
areas of language and the constitution, the related area of Meech Lake, the role
of Quebec in Confederation, and regional development. These intensified



456 Darrel R. Reid

discussions can hardly be expected to bring forth smoother federal-provincial,
interprovincial and interregional relations than heretofore.

The new Conservative government has interpreted its electoral viciory as
constituting a broad mandate to govern and can be expected to move on a broad
range of initiatives during its next term in office. Across such policy areas as
Meech Lake and environmental regulation the government has been pursuing
a broadly decentralist agenda consistent with Mulroney’s philosophy of "col-
laborative" federalism. This can be expected to continue throughout the next
term. Complicating matters, however, was the government announcement
shortly after the election that budgetary concerns caused by rising interest rates
have forced it to reevaluate all spending commitments. In areas of joint
federal-provincial funding—most notably regional development and social
policy—any significant funding cuts to the provinces will certainly raise ten-
sions as the policy focus shifts from program to program. From the standpoint
of the Canadian federation, the election of 1988 may have served, nevertheless,
as a foretaste of the variety of issues which will predominate in the days o0
come.

Notes

1. Itis not the intent of this article to suggest that strictly federal-provincial
issues played a major role in either the campaign or its eventnal outcome.
They did not. Nevertheless, from the point of view of those engaged in the
practice of federal-provincial relations there was the potential for any one
of a namber of issues to rapidly gain prominence during the election. It is
on a collection of these policy areas that this article will focus.
2. Le Devoir, 21 October 1988, 1.
Canada, Special Joint Committee of the Senate and the House of Com-
mons on the 1987 Constitutional Accord, Report (Ottawa: Queen’s Printer,
1987) p. 150.
Toronto Star, 12 October 1988, A-18.
Ibid.
Ibid.
As with the Liberals, Conservative members of the Joint Committee had
registered their concerns about Section 33, suggesting that it might need
" to be reconsidered in light of the risk it presented to Charter rights. (Joint
Committee, Report, p.142). Earlier, Mulroney’s press secretary had ob-
served that "The Prime Minister has always said that there were two flaws
in the 1982 Constitution, that it was patriated without Quebec, and that
the notwithstanding clause was conceded to the provinces.” Globe and
Mail, 17 October 1988, A6,

8. Joint Committee, Report, p.157.
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On a campaign swing through Quebec, for example, Broadbent, when
asked if the Quebec government should invoke the notwithstanding
clause, asserted "It’s not up to me. Quebec has the right to use the clause
if it wants to." Montreal Gazette, 15 October 1988, C1.

Montreal Gazette, 9 November 1988, B4.

Edmonton Journal, 27 September 1988, Al.

In one of the more colorful responses Quebec Liberal MP Jean-Claude
Malepart called Getty a "stumbling dinosaur wallowing in an intellectual
swamp" Edmonton Journal, 29 September 1988, Al.

Financial Post, 21 October 1988, p.14.

See, for example, "Getty is just telling the truth about bilingualism,"
Winnipeg Free Press, 3 October 1988.

Regina Leader-Post, 9 September 1988: "Reform Party takes aim at
language double standard.”

Tbid. : .
The margins of victory of the two candidates were as follows: Rodriguez,
8,296: Marleau, 5,971, Source: Globe and Mail, Nov. 23, 1988, A14-15:
"How Canada voted 1988".

Globe and Mail, 16 November 1988, A-9.

Mr. Turner had moved amendments to several sections of the agreement.
Among the changes he sought were the recognition that aboriginal peoples
constitute a distinctive and fundamental characteristic of Canada and the
recognition of the multicultural nature of Canada. His motion was
defeated. Canada. House of Commons Debates, 2 October 1987, p. 9585.
Among those named were Sheila Finestone (Mount Royal), David Berger
(Laurier) and Don Johnston (St. Henri-Westmount), all of whom had voted
against the Meech Lake Accord in the House, Montreal Gazette, 4 Qctober
1988, A9.

Events subsequent to the election changed the dynamics of the debate both
in Manitoba and elsewhere. Inresponse toa Supreme Court striking down
the commercial speech provisions of Quebec Bill 101 Quebec Premier
Bourassa announced the intention of his government to invoke the
notwithstanding clause in defense of the French language in Quebec. Two
days later Premier Filmon announced that his government would drop
their Meech Lake bill from its legisiative agenda in protest of the Quebec
government’s action. Since then, Newfoundland has elected a govern-
ment determined to see changes to the Accord.

One principle reason for this concern was the July 1988 toxic chemical
fire at St.-Basile-le-Grand, Quebec that forced the evacuation of more than
3000 residents.

Ottawa Citizen, 6 May 1988: "Environment act clears Commons."
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Liberal critic Charles Caccia attached this term 1o what he perceived as
the growing provincial clout on environmental matters, Financial Times,
12 September 1988, p.6.

One example is the Gallup poll reported in the Toronto Star 3 October
1988 "Tories top poll at 43 per cent, trade seen as key issue", where free
trade is listed as the main election issue by 59 per cent of respondents,
environment by 2 per cent.

Halifax Chronicle-Herald, 10 November 1988, p.1.

Globe and Mail, 31 October 1988, B1: "Western fund wins credibility."
It should be noted that if such a regional consensus existed, it does not
appear to have affected voter response. The Atlantic provinces, which are
major recipients of regional aid, rejected the Conservatives in this elec-
fion,

This tax was first proposed in Wilson’s White Paper of 18 June 1987. The
proposals called for a two-stage tax reform: the first stage involved the
restructuring of personal and corporate income taxes; the second stage, to
follow later, was to involve the introduction of a multi-stage, or value-
added tax which would replace both the federal Manufacturers® Sales Tax
and provincial sales taxes.

Financial Post, 22 Qctober 1988, p.4.

Globe and Mail, 8 October 1988, Al.

Toronto Star 3 October 1988: "Tories top poll at 43 per cent, trade seen
as key issue,”

For a good description of the federal-provincial consultations leading up
to the trade agreement, se¢c Douglas M. Brown, "The federal-provincial
consultation process,” In P.M. Leslie and R.L. Watts (eds.), Canada: The
State of the Federation 1987-88 (Kingston: Institute of Imergovernmental
Relations, 1988).

La Presse, S November 1988, A14 (translation).

Calgary Herald, 6 October 1988: "Getty fumes at eastern jokers."

Globe and Mail, 4 November 1988, Al.

Globe and Mail, 5 November 1988, Al.

Globe and Mail, 24 October 1988, A10.

Le Devoir, 5 October 1988, p.2: "Mulroney associe le libre-échange 4 Ia
réconciliation nationale.”

The dynamics of these two views are more fully described in Peter Leslie,
"The Peripheral Predicament: Federalism and Continentalism," in Leslic
and Watts (eds.), Carnada: The State of the Federation 1987-88.
Winnipeg Free Press, 3 November 1988, p.7.

Toronto Star, 16 October 1988, A6: "Federalism at risk in trade deal,
NDP’s Romanow says."”
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Vote tallies for Alberia were as follows: P.C. 601,648; NDP 201,879;
Reform Party 178, 224; Liberal Party 158,492,

Reform Party candidates in the B.C. ridings of Victoria, Saanich-Gulf
Islands, Okanagan-Similkameen and Kootenay West polled more votes
than the margin between the NDP winner and the Conservative loser,
Globe and Mail, 25 October 1988, A6: "Jostled from the right.”

This analysis was made by Prof. William Irvine, Queen’s University, at a
post-election seminar entitled "The Election Results: Polls, Parties and
Campaigns" at Queen’s University, 23 November 1988,

On 21 November 1988 the popular vote breakdown in Manitoba was as
follows: P.C. 37 per cent; Liberal Party 37 per cent; NDP 21 per cent. In
the 26 April 1988 provincial election the popular vote was P.C. 38 per cent;
Liberal Party 35 per cent; NDP 23.5 per cent. Both these breakdowns
compare favourably with the Ontario results for the federal election: P.C.
38 per cent; Liberal Party 39 per cent; NDP 20 per cent.

A Globe-Environics poll in October showed regional support for the
agreement almost evenly divided at 42 per cent for and 41 per cent against
the agreement, with 18 per cent undecided, Globe and Mail, 14 October
1988, Al.

A Globe-Environics poll one month later indicated that oppostion to the
agreement had risen to 48 per cent, with 40 per cent in support and 12 per
cent undecided, Globe and Mail, 11 November 1988, Al. This change is
all the more significant when it is noted that support for the agreement in
Alberta remained at 56 per cent.

Globe and Mail, 11 November 1988, Al. In British Columbia 59 per cent
were against, 31 per cent for; Saskatchewan, 58 per cent against, 39 per
cent for; Manitoba, 48 per cent against, 38 per cent for. Alberta respon-
dents, on the other hand were 56 per cent for the agreement, 32 against.
Sixty per cent of Ontarians polled in November indicated their opposition
to the FTA. Globe-Environics poll, Globe and Mail, 11 November 1988,
Al,

Those ridings where these parties may have deprived the Conservatives
of victory include: Lambton-Middlesex, Haldiman-Norfolk,
Leeds-Grenville, Northumberland, and Hamilton Mountain.

Montreal Gazette, 17 November 1988, A1l.

Globe and Mail, 15 October 1988, A7. It is acknowledged that the use of
such subjective terms as "best able” by the polling firm raises significant
questions of definition, thereby limiting the usefulness of this poll.
Nevertheless, the results do point to an identifiable body of opinion which
was also reflected in early election polls on voter preference,

Globe and Mail, 23 November 1988, Al.
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Tbid.

Globe and Mail, 24 November 1988, A4.

Winnipeg Free Press, 24 November 1988, p.2.

Toronto Star, 15 May 1989, A23,

For more examples of increasing federal-provincial interaction in this area
see Alistair Lucas, "The New Environmental Law" in this volume.
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Ontario and Confederation: A Reassessment

Donald W. Stevenson

Réagissant a d'autres réflexions sur le méme théme, le présent article procéde & un
réexamen attentif du role exercé jusqu'a maintenant par I'Ontario au sein de la
fédération canadienne.

Depuis longtemps enfant chéri du gouvernement central sur le plan économique,
I'Ontario se sera employé jusque dans les années '70 é& cultiver son image de province
élitaire et désintéressée. Grand-seigneur politique, I ex-premier ministre John Robarts
amena I'Ontario, durant son régne, d se poser en "sage” de la fédération; ainsi, le
gouvernement ontarien usa d'une approche pragmatique en regard de certains prob-
lémes inhérents au fédéralisme ranadien: en font foi principalement I initiative de la
conférence interprovinciale sur la "Confédération de demain” en 1967, le soutien au
principe de péréquation et I appui & I' "opting-out” défendu par le Québec.

Mais aussitét confronté a la crise énergélique qui menagait du coup ses priviléges
fiscaux et économiques, I'Ontario aura troqué, fin '70, son réle traditionnel d’ arbitre
national au bénéfice d’un profil partisan qui conduisit ceite province a s aligner
inconditionnellement sur les politiques centralisatrices du gouvernement Trudeau. §'en
suivit dés lors un isolement face & ses partenaires auquel I' Ontario commence lentement
d metire fin.

Partisan de U Accord du lac Meech et adhérent obligé de I entente de libre-échange,
le gouvernement Peterson peut revendiquer par ailleurs, en début de second mandat,

-un bilan plutdt positif dans les domaines constitutionnel, linguistique et économique.

Forcé dorénavant de faire son deuil du marché protégé canadien, I'Ontario n’en
demeure pas moins le principal pivot infrastructurel du Canada. Le déft du libre-
échange devraif toutefois inciter cette province, dans I' avenir, d intensifier la collabora-

_ tion interrégionale—et en particulier I' axe Québec/Queen's Park—afin de mieux parer

aux effets potentiellement dommageables du libre-échange dans certains secteurs de
I'économie des provinces. Au reste, la "révolution entrepreneuriale” fagon québécoise
apparait pour Stevenson une mesure de réajustement économique difficilement appli-
cable a I Ontario. En revanche le gouvernement Peterson, soucieux de renouer avec le
“leadership constructif” de I'ére Robarts, pourrait éventuellement s'associer & Ottawa
en vie d'élaborer une stratégie globale de développement pour le Canada de demain.
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ONTARIQ ISOLATED?

In his column in the Toronto Star of 14 January 1989, Don Braid asserted that
"Quebec and the West have become the true insiders” in Canada, having finally
succeeded in achieving the objectives of Premiers Lougheed and Lévesque "to
wreck Ontario’s influence and limit Ottawa’s authority.” Braid concluded that
Ontario is now the outsider in Canadian federalism as a result of the
notwithstanding clause in the charter of rights, the distinct society clause in
Meech Lake, "the dismantling of the national energy policy and the move to
world oil prices” which provided Alberta with a guarantee against price setting
by Ontario,"” and, "most imporiant, the free trade deal” which "begins to free
both the West and Quebec from dependence on Ontario markets and products

Eight months earlier, on 26 April 1988, Tom Courchene in his Robarts
Lecture at York University entitled, "What Does Ontario Want," provocatively
concluded that Ontario, in its economic policies at least, had backed itself into
a corner in opposition to the federal government, its sister provinces, the
business community and the new world economic order and in doing so, had
forsaken the balancing and statesmanlike role it had traditionally played in the
federatxon as exemplified by Robarts’ Confederation of Tomorrow Conference
in 1967.2 He expressed concern that the Ontario and federal governments might
be on a collision course and suggested that "a central government conforming
more to a confederal than to a federal mold will surely tend to ensure that
Ontarians begin progressively to articulate their interests through Queen’s
Park" which would not likely be in the interests of the country asa whole.? His
hope was that it might be opportune for another "Confederation of Tomorrow"
conference, this time built around the question "what does Ontario want?" It
is apparent from his paper that Courchene believes that Ontario should be
emulating Quebec in many aspects of the entrepreneurial revolution that has
been fostered by successive Quebec governments in the 1980s.

The premise of this paper is that while Braid and Courchene have identified
some major shifts in the balance of the Canadian federation in the late 1980s,
the isolation of Ontario and the supposed break from its past traditions which
they portray is overdrawn. Nevertheless, Courchene'’s stimulating analysis,
which aroused considerable interest at Queen’s Park, and his call for a reassess-
ment of Ontario’s role and of the role of the federal government in supplying
the glue holding the federation together, is timely particularly in light of the
free trade agreement and the Meech Lake Accord, whether or not the latter is
finally adopted. This paper, therefore, is directed in considerable part to ad-
dressing some of the points in Courchene’s thesis.

The year 1988 was an unsettling one for Ontario in the Canadian federation.
Although the Liberals under David Peterson had won a solid majority in the
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election of September 1987, and although the government retained a high level
of support in the public opinion polls, the legislative sittings were marred by
fractious debates on Sunday shopping, astomobile insurance, housing and
trade-related issues. By year-end the government was facing growing media
criticism that it was not exhibiting a clear sense of direction and was reacting
to, rather than leading, events. This was in sharp contrast to the 1985-87
minority government period, when the implementation of most elements of the
1985 political accord between the Liberals and the NDP gave rise to a public
impression of an activist, reforming government with a clear mission. Although
economic conditions remained buoyant as the province experienced its sixth
successive year of growth, the boom in Toronto and southwestern Ontario was
accompanied by a sharp increase in inflationary pressure.

On the intergovernmental scene, the year 1988 in Ontario was dominated by
an exhaustive four-month set of public hearings of the Select Committee on
Constitutional Reform, whose report led to the adoption in June by the Legisla-
ture of the Meech Lake constitutional package, a continuation of the close
relationship between Premiers Peterson and Bourassa in spite of some policy
differences between the two provinces, a rather tense relationship with the
federal government sharpened by the federal election campaign and differences
over fiscal issues and the trade agreement with the United States, and increasing
dissatisfaction on the part of leaders in other provinces that the buoyant
conditions in Ontario were not shared across the country.

Ontario’s economic growth in the 1980s stood in sharp contrast to the 1970s.
Then its economic performance was consistently worse than that of the rest of
the country, and this had led it to ally itself with the federal government in
support of strong federal action to restore fiscal and economic balance in the
country, in particular through energy policy. Since the recession of 1981-82,
Ontario’s economy has grown by an average (1983 to 1988) of 5.9 per cent per
annum as opposed 10 4.3 per cent in the country as a whole, and by 1988 its
average unemployment rate was 5.0 per cent, as compared to the national
average of 7.8 per cent. Ontario’s share of immigration to Canada returned to
over 50 per cent, and the province, especially the Toronto area, became once
- again a mecca for migrants from the rest of the country. As-a result, by the end
of 1988, annual consumer price index increases in Toronto approached 7 per
cent, as opposed to a national figure of well under 5 per cent. The expansion
also led to sharp increases in expenditure demands on the provincial govern-
ment, as housing shortages became acute, transportation and other infrastruc-
ture facilities became overloaded and badly in need of new investment, and as
those who did not share in the increased prosperity placed new pressures on
social programs. :
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The booming conditions in Ontario, and in the Toronto area in particular,
made it easier for leaders in other parts of the country to call for federal action
to divert economic activity away from Ontario, and for even federal politicians
to engage in rhetoric which, to some Ontario ears, sounded like a federal attempt
to discriminate against Ontario in federal investment and other economic
decisions.? The debate over the establishment, through federal action, of inter-
national banking centres in Vancouver and Montreal but not Toronto, took on
some of the regional overtones of the CF-18 maintenance contract that had so
disturbed interregional amity in the previous two years, Throughout 1988, cries
were heard from the other regions that the Bank of Canada’s high interest policy
was a policy designed to deal with pressures generated in Ontario and that it
was causing their regions untold harm. The Ontario government was pilloried
in business and financial circles for not following their universal advice for
reductions in expenditures instead of responding to the expenditure demands
caused in large part by economic growth. Certain federal government
spokespeople accused the Ontario government of undermining federal attempts
to improve relations with the United States and with the provinces, to reduce:
the role of government in the economy, to reform the tax system, and to
encourage regional economic balance in Canada.

Premier Peterson and some of his cabinet colleagues were equally unsparing
in their criticism of the federal government’s handling of the trade agreement
and what to the Ontario government seemed to-amount to an abandonment of
many aspects of Canada’s ability to act in its national interest. Criticism of the
federal government from Queen’s Park, echoed in many other provincial
capitals, also focused on federal-provincial financing issues. The province
charged that the federal government was solving its deficit crisis in part by
cutting its commitments to provincial governments through limitations on the
growth of Established Programs Financing transfers for health care and post-
secondary education which "will reduce Ontario’s revenue by almost $1 billion
in 1988-89 alone,"® by cutting transfers for manpower training, by delaying
funding for child-care programs, and by not renegotiating regional development
or housing agreements. Added to this was a concern that the federal government
was not making expenditures in areas of great concern to the province such as
V1A Rail and the Toronio airport. Some policy and political advisors at Queen'’s
Park were suspicious that the federal government’s policy of "national recon-
ciliation” implied catering to the concerns of other parts of the country who
were only united in their envy or distrust of Ontario.

During 1988 it appeared that while Premier Peterson had succeeded, in spite
of policy differences, in developing good personal relations and lines of com-
munication with most of his fellow premiers, relations remained awkward at
best with the prime minister and most of his colleagues. The accommodation
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that had been arrived at over the four post-war decades by provincial Conser-
vative governments with mainly Liberal federal governments, based on a
calculation that they were both appealing (0 essentially the same electorates,
had not developed since the Mulroney and Peterson accessions to power in 1984
and 1985.7 The first experience of a provincial Liberal government working
with a federal Conservative government since 1935 was not an easy one, The
federal cabinet, which tended to operate on many issues regionally, lacked a
strong minister from Ontario with 3 regional mandate, while at Queen’s Park a
number of political advisors had cut their teeth while working for federal
Liberal governments fighting federal Conservatives in Ottawa.

ONTARIO’S DEFINING CHARACTERISTICS: COMMENTARY ON
COURCHENE

Tom Courchene, in his Robarts Lecture, argues that Ontario, in recent years,
has been acting as a destabilizing influence in the Canadian federation. He
characterizes traditional Ontario opinion as centralist, secure in the knowledge
that the federal government, in devising national policies, must take Ontario
interests into account. He suggests that until recently Ontario governments have
not been leaders in social reform but have conservatively adapted programs
initially developed by others to meet changing needs. On federal-provincial
issues, until the 1970s, he concludes that "Ontaric over the post-war period was
quite sensitive of its economic preeminence in the federation and managed
cleverly, even graciously, to carve out compromises within the federation where
failure to do so would have impinged on its own interests,"® He classes the
Confederation of Tomorrow Conference in this category along with Ontario’s
support of equalization, federal regional development programs, and the prin-
ciple of allowing Quebec to opt out of certain federal programs within provin-
cial jurisdiction. Courchene draws a parallel between Ontario in Canada up to
the 1970s and Saudi Arabia within the OPEC cartel. He argues that this
comfortable position had become unstuck by the late 1970s and Ontario was
cornered into an "Ontario-first" position whereby it attempted to impose its own
vision and self-interest on the rest of Canada.

He suggests that the prime cause of this transformation was the energy boom
of the 1970s which threatened Ontario’s economic and fiscal preeminence. He
says that the resulting support by Ontario for the divisive policies of the
post-1980 Trudeau regime, such as the national energy policy and the unilateral
constitutional initiative, set the stage for the alignment of most of the rest of
. the country against Ontario in the free trade debate. He agrees with Don Braid
by concluding that "the free trade a greement is every bit as much about Ontarian
hegemony as it is about continentalism.” He cites lack of enthusiasm by the
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rest of the country to Ontario proposals to break down interprovincial non-tariff
barriers as further evidence of the gap between Ontario’s agenda and that of the
other regions,

Courchene says that the Peterson government has also isolated itself because
it, at least in its first term, adopted a social policy agenda outside the context
of an integrated socio-economic framework, while the rest of the country was
on an economic policy agenda, He contrasts Ontario with Quebec, which he
says has been much more outward- and forward-looking in its economic and
social policies. He suggests that government policies and the spirit of entre-
preneurship in Quebec are both preparing that province much better for the
requirements of global economic challenges than is the case in Ontario. In the
conclusion to his paper, Courchene foresees an explosive situation in Canada
if Ontario were seen 1o be the cause of a rejection of the trade agreement, and
a rapid requirement for Ontario to adopt an economic agenda if the trade
agreement proceeds. He speculates that if the federal government and Ontario
continue to act at cross purposes on economic policy, Ontario will be tempted
into a go-it-alone approach which could upset the balance of the federation and
produce a result diametrically opposed to the centralist views of most Ontarians.

Before commenting in more detail on Courchene’s thesis and putting forward
some alternative views on Ontario’s current situation in the federation, it might
be useful 1o review some of the traditional roles Ontario has played in the
Canadian federal system, or, as Courchene has described them, the "defining
characteristics” of the province.m He lists seven: first, Ontario’s political and
economic weight means that "national policy had frequently had little choice
but to be cast in a pro-Ontario light"; second, "since Ontario could generally
count on the federal government furthering the province’s interests, Ontario has
been (and still is) in favour of a strong central government"; third, "Ontarians
tended to direct their political activities and loyalties toward the federal rather
than the provincial government"; fourth, "the management of the big levers of
economic stabilization has always kept a close eye on the Ontaric economy”;
fifth, Ontarians and their government would rather protect their own interests
by blocking the action of other governments than by acquiring further provin-
cial powers; sixth, "Ontario’s interests were more in the direction of freeing
internal trade than in freeing international trade™; and seventh, "Ontario was
never a leader in social policy” because of its basic conservatism, iis relative
immunity from the worst results of business cycles and because of a realization
that "Ontario and its taxpayers would end up paying for the lion’s share of
extending any new social policy initiatives beyond the province." He admits
there are other cultural and social dimensions to Ontario’s place in the country,
but he restricts himself to these seven, which tend to fit his argument about
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Ontario’s isolation and, as he admits, in part because the economist in him
suggests that the province is not driven by altruism! .
While not denying the validity of the general thrust of Courchene’s "defining
characteristics”, I believe he may be too much of an economic determinist and
that there are other ways of explaining Ontario’s place in the federation. Richard
Simeon, for example, in his contribution on Ontario in Confederation in
Government and Politics of Omfario.11 points out that over time Ontario’s
stance has varied from strong support of provincial rights to a strong defence
of federal power. A century ago Premier Mowat, in alliance with the premier of
Quebec and others, strongly supported free trade with the United States in
opposition t0 Macdonald’s national policy. As Ramsay Cook said in his intro-
duction to the Destiny Canada conference at York University in 1977: "Ontario,
under Sir Oliver Mowat, invented the theory of provincial autonomy." 12 1 this
century the bitter battles waged against the federal govermnment by Premiers
Hepburn and Drew undermined several major federal government policies.
Ontario has often in the past appeared to be isolated from other provinces. A
decade ago Desmond Morton said: "What unites us in Canada is a range of
limited Canadas viewed by people from various regions of the country—except
for Ontarians, who, with an enraging arrogance, always assume that they can
speak for all of Canada.” (Courchene implies that the General Motors syn-
drome, where what was good for Ontario was good for Canada, is now a dead
letter.) And yet, just as Courchene urges Ontario to take up again the national
role played by Premier Robarlts, there are always voices in Canada pressing
Ontario governments to act as "an alternative federal government.”
Courchene is correct that traditionally, Ontarians more than the residents of
any other province, identify themselves as Canadians rather than with their
province, and that recently they have been the most centralist of Canadians.
This lack of provincial identification affects all sectors of Ontario society. I
recall two national conferences on the future of the country at the Universities
of Toronto and York in 1977 in the period prior to the Quebec referendum which
heard cloquent regional spokesmen from the Atlantic, the West and Quebec but
whose Ontario spokesmen spoke solely on nation-wide concerns. This national
identification of Ontarians makes it difficult for any Ontario government to
persist for long in a national debate with what is perceived to be a parochial
"province-first" approach. More so than in other provinces, the national iden-
tification and Canadian nationalism of Ontarians has contained an element of
anti-Americanism, or at least a conscious rejection of some of the supposed
American frontier virtues. The cultural establishment of English Canada
-centred in Toronto, along with the labour unions, led the fight against the trade
agreement and the creeping Americanism it said would accompany it. Ontarians
more generally have not developed the same uninhibited north-south relation-
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ship with the border cities of the Great Lakes "rust belt" that some other regions
of the country have with their immediate neighbours to the south.

The diversity of Ontario, as a microcosm of Canada, also means that the
decision-making process in the provincial government normally involves a
constant search for balance and compromise among competing interests. These
approximate many of the trade-offs federal governments are forced to make.
Thus, resource-based northern Ontario reacts to Toronto much as does western
to central Canada, rural southern Ontario (and Ontario has the largest agricul-
tural output of any province) has very different priorities from urban Ontario,
the business and cultural communities are in basic opposition on the trade issue,
and the francophone and multicultural elements of Ontario society have differ-
ent aspirations. This search for compromise makes the single-minded pursuit
of a specific provincial interest in federal-provincial negotiations difficult to
sustain. It differentiates Ontario, for example, from Alberta and its pursuit of
control over its oil and natural gas resources, Newfoundland and its fishery, or
Quebec and its constant decentralizing pressure in order to maintain essential
control over its French-speaking society. The diversity of Ontario society also
makes highly unlikely (in spite of Courchene’s desires) a parallel in Ontario to
Quebec’s entrepreneurial revolution of the 1980s which resulted, for example,
in almost all sectors of Quebec society becoming fervent supporters of the trade
agreement.

Ontario has also been called “a citizen society” with a "civic culiure” where
"the politics of affluence is the politics of equilibrium between tradition and
reform." 4 By and large the population more than in other provinces has trusted
its political representatives to act on their behalf to deal with issues as they
arise, provide good government services, deliver economic prosperity to atleast
a substantial majority, and play a constructive role on the national scene.
Whether the government'’s motivation is self-interest (as Courchene suggests)
or altruism, there has normally been non-partisan support from the public when
the province’s political leaders play a constructive role in trying to "knit
together the diverse interests of Canadians."?

Courchene lists as one of his defining characteristics Ontario’s tradition of
being a follower, rather than a leader, in social policy. While this may be true
with regard to some of the major social policy reforms initiated by
Saskatchewan in the early post-war period or Quebec more recently, Ontario
has been a leader, as Courchene acknowledges, in many sectoral areas as befits
the first province to face many of the problems of an increasingly complex
society, Thus in areas like workers’ compensation, public housing,
anti-discrimination programs, legal aid, pension reform and education curric-
ula, other provinces have tended to look to Ontario as an innovator. I have some

. difficulty with Courchene’s assertion that Ontario eschewed a social policy
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leadership role because of concern for the impact on federal-provincial fiscal
arrangements, which in my experience was normally a very secondary concern
to policy-makers in Ontario.

The fact that Ontarians do not tend to look to Queen’s Park as the embodiment
of provincial interest, in sharp contrast to Quebec and some other provinces,
means that the bulk of Ontario’s impact on federal decision-making is not
through the provincial government. The stereotype of a Queen’s Park-Ottawa
axis or a Queen’s Park-Bay Street axis has generally been overdrawn in other
parts of the country. What does happen is that many national organizations and
businesses with headquarters in Ontario have always been crucial influences
on federal policies. Their impact has not been directed to promoting policies
and programs that are specific to Ontario as a geographic entity, but to policies
and programs based either on an Ontario-centred view of the country or on
compromises among competing interests that do not reflect the perceived
interests of more single-minded provinces. This has at times allowed Ontario
governments rather smugly to avoid creating waves in the Canadian federation
on the assumption that the federal government would be forced anyway into
decisions that protected and promoted Ontario interests. This assumption, as
Courchene notes, has been shaken, however, since the election of the Conser-
vatives in Ottawa in 1984 and the Liberals in Queen’s Park in 1985 and their
subsequent failure to find a tacit political accommodation,

ONTARIO IN 1988

Courchene’s analysis also refers to the political change that took place in
Ontario in 1985. Whereas in Quebec the election of the Liberals in 1985
represented a shift (o the right on the political spectrum (although, as he notes,
the PQ government had set the stage for the entrepreneurial revolution there),
the election of the Liberals in Ontario in the same year represented a shift to
the left. Its social agenda was determined in considerable part by the accord
with the NDP as well as by Liberal criticism, while in opposition, that the Tories
had neglected social issues. It would have been highly unrealistic to expect that
such a government would adopt as a basic thrust a sharp diminution of the role
of the provincial government along the lines of the Quebec Liberal program.
On the other hand, I think it is becoming apparent that the post-1987 Ontario
Liberal government is moving towards a more "economic” agenda, although
not necessarily in Courchene’s favoured directions. :

The "catastrophe” Courchene feared in April 1988 of Ontario votes blocking
the free trade agreement did not come about, although more seats in Ontario in
the November election went to candidates opposing the trade agreement than
to supporters. The stage is now set for Ontario and other governments to
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collaborate with each other and the various sectors of the economy to take
advantage of the opportunities and protect against some of the downsides of
free trade. Mr. Peterson disappointed some of his supporters but eased the
concerns of others when he said, after the passage of the trade agreement:
"when you have lemons, you have to make lemonade."*®  This pragmatic
response largely defused the major issue which in 1988 had caused a sharp rift
between the provincial government and the business community, and which on
the national front had isclated it from the federal government, Quebec and most
of the other provinces.

Even though media criticism and legislative debate focused on short-term
issues, by the end of 1988 a longer-term, more "economic” agenda was begin-
ning to surface from Queen’s Park, During 1988, the first two reports of the
Premier’s Council, "Competing in the Global Economy” were given wide
distribution. The Council, which had been established in 1986, was compriscd
of the premier and his key economic ministers along with a number of leaders
of the province’s business, labour and academic communities. The reports made
a number of recommendations to improve the competitive efficiency of the
economy in the context of global competition {with or without a trade agree-
ment with the United States), including greater assistance for industrial research
and development, exporting firms, risk-taking entrepreneurs, and worker ad-
justment. Some of the Council’s research was based on successful Quebec
programs to aid entreprencurs. The Council’s recommendations, which implied
a more interventionist industrial strategy than that of the federal government,
quickly (in spite of some recommendations that were too vague to be implemen-
table) formed a framework for provincial economic policy with several recom-
mendations for assistance for technological development becoming 1988
provincial budget initiatives. The Council reports were read widely in other
governments. The federal Centres of Excellence program announced in 1938
was modelled in large part on a provincial program initiated in 1987 on the
Council’s recommendation. Thus the work of the Council, by the end of 1988,
was beginning to remove the spirit of isolation or even confrontation on
economic issues between the provincial government, the business community,
and other governments.

In 1988 fiscal pressures were beginning to force the provincial government
into constraints designed to curb the unsustainable spending patterns that had
their origins in the minority government period. While booming revenues and
discretionary tax increases permitted a reduction in the deficit, Ontario moved
during the period of Liberal government from virtually the lowest per capita
spender among the provinces to a position close to the national average. As a
result its tax rates by 1988 approximated those of Quebec for the first time in
many years.
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A second council chaired by the Premier began work during 1988, this one
to recommend ways of achieving long-term health objectives and at the same
time regaining control of health expenditures, which for 1988-89 accounted for
one-third of the budget. A task force on the social assistance structure of the
province reported during 1988, recommending large initial expenditure in-
creases with the promise in the Ionger term of a greater integration between
social assistance payments and work incentives. Althongh the prescriptions in.
the "social agenda” were not the same as that followed by Quebec and praised
by Courchene, the province was beginning to bring its social agenda into a
broader socio-economic framework.

By the beginning of 1989, therefore, Ontario’s agenda did not appear (o be
as off-side in relation to that of the federal government, Quebec, most of the
other provinces, and the business community as Courchene claimed it was in
April 1988. With the exaggerated rhetoric of the trade debate during the federal
election campaign behind them, governments on both sides of the issue were
able to look more clinically at the problems and opportunities the agreement
posed. It was even possible for the federal government and Ontario at the end
of the year to work out an agreement on pricing policy and support for the
Ontario wine industry, under threat of retaliatory action by the United States if
the existing provincial pricing discrimination remained. The fall of 1988 also
saw the first of what could be several interprovincial agreements to reduce or
eliminate provincial purchasing preferences and other non-tariff barriers.
Finally, now that barriers were coming down between Canada and the United
States, Ontario’s traditional priority of an internal Canadian common market
was being addressed! By the end of the year, it also appeared that the sharp
differences between Quebec, the federal government, and Ontario on the
deregulation of financial institutions were narrowing as some of the walls
between the four pillars of the financial sector began to crumble, albeit in fits
and starts. Ontario and the federal government were still at odds on federal
financial cutbacks affecting provincial finances, but on this issue Ontario was
at one with its sister provinces. Economic forecasts for 1989 and 1990 pointed
to a slowdown in economic growth with Ontario’s growth rate projected to fall
below the Canadian average for the first time since the 1981-82 recession. By
early 1989, therefore, the prospects were for a decline in interregional tensions
hitherto triggered by inflationary growth in southern Ontario.

On the constitutional and linguistic front, Ontario’s actions in 1988 appeared
~ to conform more closely to the model of constructive leadership that both
Courchene and Premier Peterson have attributed to John Robarts, From January
to June the Select Committee on Constitutional Reform conducted the most
exhaustive inquiry into constitutional matters in Ontario’s history, receiving
288 submissions and hearing constitutional experts, interest groups and ordi-
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nary citizens from all parts of Ontario and many other parts of the country, The
Committee found, both among the supporters and opponents of the Meech Lake
Accord, an eloquent attachment to the country and a sympathetic desire to find
an accommodation that would reconcile conflicting views of the federal system
and Quebec’s role in it. The all-party committee unanimously recommended
adoption of the constitutional amendments agreed on by the first ministers at
Meech Lake and the Langevin Block in 1987 (albeit with a minority report from
the Conservative members urging a court reference on the impact of the
amendments on Charter rights). The Committee also recommended the estab-
lishment by the Ontario Legislature of a standing committee on constitutional
and intergovernmental affairs and a more open process for future amendments,
an Ontario commitment to promote the rights of Franco-Ontarians as well as
early action to deal with aboriginal seif-government, the participation of the
territories in nominations to the Senate and the Supreme Court, and an elabora-
tion of the constitutional definition of the fundamental characteristics of the
(:ountry.1

The debate in the full Legislature on the committee report on 28 June and 29
June displayed a remarkable all-party commitment to the traditional bridge-
building role of Ontario in Confederanon and particularly the historic relation-
ship between Ontario and Quebec.! Areadmg of the debate reveals a conscious
rejection by most participants of the more centralist vision of Canada repre-
sented by the Toronto Star, many Toronto-based elites and important elements
of the Liberal Party itself, and reveals support for "the idea of pluralism and
accommodation captured in the Meech Lake Accord,” 19 as the Liberal member
for Durham Centre put it. In adopting both the commitiee report and the
constitutional amendments by votes of 112 to 8, the Legislature committed itself
to taking an active role in dealing with many of the concerns expressed by
oppoenents of the Accord during the committee hearings and which were also
prominent in the reluctance of the governments of New Brunswick and
Manitoba to support the amendments. In his contribution 0 the debate, the
Premier proposed not only the establishment of the standing committee which
would discuss future proposals for constitntional change, but also an annual
state of the federation debate in the Legislature and the calling of a "public
non-governmental conference on the process of consutuuonal rcform and the
priorities Ontario and all Canadian governments should pursue.” 20 Courchene’s
call for another conference on the confederation of tomorrow was taken up only
two months after he made the proposal!

Courchene as a supporter of Meech Lake, praises Peterson for the role he
played in its adoption in spite of the opposition to the Accord in Ontario and
the fact that it "does not square well with Ontario’s ‘defining characteristics’. n2l
In Courchene’s view, which I share, "Meech Lake is the logical culmination of
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the Confederation of Tomorrow prc;cess,"22 a process which included along the

way the report of the federal Pépin-Robarts Task Force on Canadian Unity. By
the end of 1988, Premier Peterson, butiressed by the select committee Teport,
was being looked on by both the Prime Minister and the Premier of Quebec as
akey figure in the increasingly difficult campaign to secure the adoption of the
accord by the two remaining provinces.

Peterson continued his bridge-building role with Quebec in 1988 as he
conferred regularly with Premier Bourassa, most notably at a joint meeting
immediately following the federal election held in Toronto on 24 November, at
which the two leaders vowed to put their differences on the trade agreement
behind them.? During the year, ministers and civil servants of the two pro-
vinces met frequently to compare experiences in policy and program develop-
ment, Ontario MPPs visited Quebec, journalists from the two provinges
participated in exchanges and tourism between the two provinces increased
substantially. In spite of those activities, however, a reading of the press in the
two provinces would quickly reveal continuing evidence that two solitudes was
still all too accurate a description of the preoccupations of much of the popu-
lation of the two provinces.

In language policy, Ontario was also playing a constructive role. As the
Commissioner of Official Languages put it: "There is also cause for rejoicing
in Ontario, where the French Language Services Act comes into force in 1989"
and "Ontario continued its linguistic nation building."24 A massive effort
continued during the year within the government to ensure that government
services would be available in both languages by 1989 as prescribed in the
omnibus legislation. In the education sphere, the first French-language school

‘boards were established in the province in December and the government
~ commitied itself to the establishment of the first French language college of

applied arts and technology. The momentum appeared to be established for the
constitutional entrenchment of official language minority rights sometime after
1989, in spite of the linguistic storm that erupted in the country at the end of
the year in response to the Supreme Court ruling on the language of signs in
Quebec and the Quebec government’s response to it. There was apalpable sense
of frustration in various circles in Ontario, however, at the perception that
Quebec appeared to be reducing its commitment to the protection of minority
language rights just as break- throughs were occurring in Ontario.
At the end of 1988, therefore, the Ontario government was:

* less in a position of isolation from its business community and most of
the other governments in Canada on the major economic issue of the
day as a result of adoption by Canada of the trade agreement;
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¢ still more concerned with social issues than the market-oriented govern-
ments in Ottawa and Quebec but moving towards more of an economic
agenda;

* starting to come {0 grips with a series of longer-term problems and
opportunities relating to the overall competitiveness of the economy;

+ facing a series of wrenching economic adjustments resulting from the
implementation of the trade agreement and a possible recession;

e still carrying on an uneasy relationship with a federal government
which the provincial government rightly or wrongly saw as more
oriented to other regions of the country and less committed to some of
the actions and symbols of nationhood important to many Ontarians;

¢ dealing with a series of expenditure pressures largely resulting from
boom conditions at a time when the federal government was seen to be
reducing its willingness to pay its share;

s aware of vocal opposition from many opinion leaders in the province,
particularly from within the Liberal party, to both the free trade agree-
ment and the Meech Lake Accord, on the grounds that they would
severely weaken the country’s capacity to withstand powerful forces of
Americanization;

« goldiering on with attempts to forge stronger bonds between Ontario
and Quebec in the face of occasional indifference or even lingering
hostility in some guarters in both provinces;

* maintaining strong support for the Meech Lake Accord while not
discovering a route to avoid the impasse; and '

= preparing the way for legislative, and eventually, constitutional en-
trenchment of a range of official language minority rights in the pro-
vince.

THE FUTURE: COLLABORATION OR "GO IT ALONE"

Courchene’s hypothesis is that Quebecers have emerged from the internal
debates of recent years "with a new confidence and awareness of who they are
in relation to themselves, their province and their country,” and that westerners
now "have a better awareness in terms of their economic {free trade) and
political {triple E Senate)} agenda, both of which constrain the influence of the
centrg”, while Ontarians have emerged "more confused about who they are and
more divided in terms of what they want."%> He does not analyze where the
people of the Atlantic provinces are, perhaps because in 1988 their opinion
leaders were demonstrating a little volatility on the free trade and Meech Lake
issues! He describes the dilemma before Ontario as one of either accepting the
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demands of a more market-oriented economic order in a free trade context and
a more decentralized and collaborative political order in the spirit of Meech
Lake, or continuing with an agenda based more on social priorities and govern-
ment intervention which could lead to a destabilizing "Ontario-first" approach
and yet which would not restore the strong central government traditionally
desired by Ontario elites.

The actual developments that have taken place in Ontario and in the Canadian
federation since April 1988 have, I think, demonstrated that Courchene has put
the dilemma facing Ontario too strongly. If the past is any indicator, Ontario is
too complex a society and there is not enough identity between the population
and the provincial government for any sharp ideological choices to be made (at
least by Liberal or Conservative governments) which could permanently fly in
the face of traditional public attitudes or large sectors of the population. The
"isolation” of the province which he outlined is gradually diminishing, both
because of the trade decision and the regionally self-correcting élements of the
business cycle. It is likely, even without a change of government in Ottawa, that
the inherent forces working on both the federal and Ontario governments will
result, over time, in both governments adopting a closer set of perspectives than
they have had over the last four years. While the warmth of federal-Ontario
relations may be cyclical, as Simeon says, and while economic changes have
undercut Ontario’s traditional economic pre-eminence, isolation of Ontario is
nnlikely to be a permanent feature.

In spite of my view that he has oversiated Ontario’s dilemma, I believe
Courchene poses some probing questions that should be addressed seriously in
any reassessment, at least in the short run, by the province of its role in the
federation. Any such reassessment must take account of a number of new factors
that may make it more difficult for Ontario to assure that its interests will be
satisfied by the normal operations of the federal system.

For example, Ontario’s future relations with the federal government must
take stock of the fact that the federal government is now less able to take strong
economic nationalist measures such as those often supported in the past by
Ontario. The current federal government is also less willing, for both fiscal and
ideological reasons, to strengthen nation-building public sector ventures like
the CBC and VIA Rail. After all, it was elected on a platform that, on the surface
at least, is on a different wavelength from the Ontario government on some
major philosophic issues such as the most appropriate role for government in
the economy.

In terms of economic factors, such a reassessment must also be cognizant of
economic flows that will be increasingly determined by market forces and

-which will be more north-south in direction, of a rapidly-changing environment
where there will be winners and losers both between and within Canadian
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economic regions, of global economic pressures that will put great strains on
the continued viability of key sectors of the Ontario economy such as the
automotive industry, and of a requirement for rapid public and private adapta-
tion (o a more knowledge-based economy and an aging population.

Oniario’s role vis-A-vis the other parts of the country will also face new
challenges. The accommodation between Quebec and the rest of the country
remains fragile, especially in the event of a failure to ratify the Meech Lake
Accord. Quebec itself is confidently pursuing its own agenda, freed from some
of the traditional constraints, real and perceived, on public and private sector
action imposed by the federal government in Ottawa and by the business
leadership of Toronto. On the other hand, with the adoption of the trade
agreement, one of the psychological causes of resentment of Ontario in Quebec
and the rest of the country has been removed. The trade agreement and the likely
result of future negotiations with the United States on subsidics will weaken
the capacity of both the federal and provincial governments to take steps that
have in the past alleviated regional or sectoral gricvances or promoted public-
private sector collaboration in trade and industrial expansion. Overall, the
immediate challenge must take account of a weakening, according to many
observers, of a commitment across the country to make the accommodations
constantly needed to preserve the Canadian federal system,

The Ontario government in the past has on various occasions reviewed its
approach to intergovernmental relations and its role in Confederation. Such
reviews have never ended up with a rigid blueprint built around a specific set
of objectives, strategies and tactics to maximize Ontario’s interests in an overall
sense. More typically they have concluded that a variety of strategies are
required, according to the issue and circumgtances. They have generally in-
volved flexibility on constitutional matters,?S tough bargaining on financial
issues, improving the effectiveness of intergovernmental machinery, building
alliances and consensus where several governments have similar interests,
allying Ontario’s inierest with the national interest and dealing bilaterally where
the interest is specific to Ontario. Pragmatism, balance and a sectoral approach-
have normally characterized Ontario’s actions and an aggressive "Ontario first"
stance has been consciously avoided. In spite of the best of intentions, however,
Ontario has on occasion sounded smug and insensitive when it has not taken
the trouble to analyze in advance the impact of its position on other parts of the
country.

I doubt, therefore, that the province is really faced with as stark a choice as
Courchene poses, or that if it were, it would consciously choose black or white.
In a sense Courchene is looking at the country as a whole rather than just
Ontario’s role in it, and his analysis tends to be with the perspective of a market
economist viewing Canadian "welfare” in terms of potential per capita GNP.



This in the past has not been the overriding perspective of Canadian and Ontario
decision-makers, and certainly not the emotional perspective of most Canadian
nationalists. Nevertheless, I believe there would be agreement that the global
context has sufficiently changed and the uade agreement and "the spirit of
Meech Lake," if it survives, have sufficiently changed the Canadian environ-
ment that a serious reconsideration by both the province and the federal
government of their relations with each other and of Ontario’s role in the
federation is appropriate. Let me suggest a few approaches in the spirit of
Courchene’s admonition that the province regain the statesmanlike mantle of
the Robarts years (which Courchene has romanticized!) and avoid becoming
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isolated:

more consciously emulate Robarts’ tactics, as Courchene says, to "man-
age Ontario’s privileged position to ensure that Canada’s interests
coincide with Ontario’s interests," in other words, to get the federal
and Ontario agendas closer together and less inhibited by partisan
differences;

as a corollary, develop a more constructive working relationship with
the federal government both politically and bureaucratically, building
on the many interest group, sectoral and professional common interests
that have not always been exploited;

maintain and build stronger and deeper Ontario-Quebec linkages on the
principle that Ontario’s role is still important in keeping Quebecers
attached to Canada and on the premise that Ontario and Quebec, as each
other’s largest customer and most logical point of comparison, have
much to learn from each other, many psychological barriers to over-
come, and many profitable opportunities for joint endeavours;

build better relationships and deeper understandings with the other
regions of the country that have suffered in the years of differences over
energy, the constitution, and trade (Courchene suggests that Ontario
buy western coal for Ontario Hydro, a proposal that has foundered in
the past because of transportation costs and may founder in the future
for environmental reasons!);

_use the consensus-building exercise within the province, e.g., the

Premier’s two councils, centres of excellence, efc., as building blocks
for national endeavours to meet external and future challenges;

accept less grudgingly a federal role to ensure regional balance in the
country which, in good times in Ontario, may seem like an anti-Ontario

© approach;
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+ do not hesitate to think and propose in national terms, on the premise
that Ontarians have little sense of Ontario loyalty but want to see the
country functioning well; avoid Ontario-first and parochial approaches.
The Ontario public has consistently supported its government when it
is seen to be acting constructively on the national scene:

» recognize clearly and forthrightly that the days of a protected Canadian
market supplicd primarily by Ontario are over and that the test of
industrial and economic policy will increasingly be global competitive-
ness;

¢ agsume a more decentralized and collaborative approach to the
country’s decision-making in the spirit of the trade agreement and

" Meech Lake, on the assumption that whether or not Meech Lake is
adopted, it still represents an accommodation close to the only kind that
will permit a constitutional reconciliation with Quebec. Do not (even
if there were to be political changes in Ottawa) fight for a recentraliza-
tion in the style of the early 1980s that would rekindle past interregional
confrontations; and

* acton the recommendations of the Select Committee on Constitutional
Reform to open up the constitutional and intergovernmental relations
processes and provide opportunity for more public and legislative
involvement,

These suggestions, some of which are already accepted or being implemented,
will not, in my opinion, lead to restoring a more constructive balance between
Ontario and the federal system if there is not also some change in the approach
of the federal government to Ontario as a government and a region.

I would suggest to the federal government, for example, that as part of its

"theme of "national reconciliation” it build in a greater emphasis on reconcilia-

tion with some of the non-business sector elites of Ontario. The trade debate
made it very clear that English-Canadians, particularly in Ontario, were very
concerned about maintaining the symbols, institutions, programs, and cast-west
linkages that distinguish them from Americans. I would suggest that it is
important to be conscious that Ontario’s "civic" culture, supporting national
language legislation, equalization and regional development programs, is all
part of the "civic" virtue of nation-building. If a strong sense develops in

- Ontario, as it did in 1988, that the federal government was prepared to sacrifice

important elements of its capacity to "nation build" in the interests of closer
market relations with the United States, some of the "civic" spirit in Ontario
could dissipate. To counter this, I would suggest that the federal government be
more creative in deliberately encouraging and building, in collaboration with



Ontario and Confederation: A Reassessment 71

Ontario and other provinces, east-west institutions and linkages to balance some
of the north-south pressures generated by the trade agreement.

I believe a healthy relationship depends on the federal government bending
over backwards 1o achieve collaborative approaches (although it does take two
10 tango) 1o the major economic decisions requiring actions by both govern-
ments such as tax reform. The deregulation of financial institutions, the subsi-
dies negotiations with the United States and work-force adaptation are other
areas requiring collaboration, just to name a few., Federal-Ontario relationships
would be assisted by an explicit recognition that Canadian prosperity depends
on an effectively-operating infrastructure in its major centre. The whole country
suffers, for example, when its major airport is a national disgrace. Finally, I
would suggest that if decisions in Ottawa are to be controlled in part by strong
regional ministers, there should be a minister or ministers from Ontario man-
dated to work with the provincial government on Ontario concerns,

Some of these suggestions are being followed, but the principles behind them
need constant reaffirmation. The Mulroney government’s objective of "national
reconciliation” has in general greatly improved the tone of federal-provingcial
relations in comparison to the early 1980s." Richard Simeon points out, how-
ever, "t0 the exient that free trade ends up conferring its benefits and costs
unequally on different regions, it could well fuel the politics of regional
jealousy....one wonders whether it will be possible to sustain a commitment (o
regional redistribution and equalization in the absence of economic ties among
regions. Thus free trade could exacerbate regional differences, while redncing
the capacity of the federal government to reduce them."® Simeon suggests that
there is a dialectical relationship between the Macdonald or more centralist
view of Canadian federalism and the Laurier, or more accommodative, or
collaborative version, While the Laurier view has been in the ascendancy in the
Mulroney period, the danger is that crucial elements in the nation-building
process may suffer. But as Simeon says "a commitment to coogerative federal-
ism and policy innovation ar¢ not necessarily incompatible."2

In light of the increasingly global nature of the challenges facing Canada,
and the increasing recognition in all societies that attempts to centralize action
and planning stifle creativity, there is great scope for Ontario and the federal
government to take the lead in working on projects involving the process of
"thinking globally, acting locally" that the future may call for, In this respect, I
was struck by a recent presentation by Pierre Pettigrew, entitled "Rethinking
Ottawa”, in which he makes the point that the federal government seems "too
small to help solve big questions and too big (0 tend to Canada’s immediale
preocc:upzn‘.ions."30 Pettigrew suggests that for the sake of Canada’s ability to
succeed in a world of global multinationals, the federal government should be
actively establishing institutions that will act in partnership with business to
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further Canadian economic objectives, using Quebec’s "market nationalism" as
a model. He concludes that the federal government has naively assumed that
market forces will act in the interests of the whole country and has abdicated
from some of its indispensable economic policy responsibilities.

It seems to me that Pettigrew’s prescription applies equally to Ontario, and
in this respect he and Courchene join forces to suggest that Ontario could take
lessons from Quebec’s economic policy approach. The key is to do it in
collaboration with the federal government and Quebec, and not in isolation.

If Ontario were to follow the "go it alone"” approach, and act more like some
of the other provinces in pursuit of provincial interest, the results could be very
damaging to the sometimes fragile consensus that now holds the country
together. As noted earlier, Courchene compares Ontario’s role in Confederation
to that of Saudi Arabia in the OPEC cartel, the dominant force in the association
which must exercise self-restraint if the alliance is to hold together. Let me
suggest another parallel, which may have as much political, if not economic,
relevance. I recently visited Yugoslavia where Serbia, the "Ontario” of that
federation, as the largest republic and within which the national capital is
situated, has recently decided that it has had enough of what it deems to be a
series of reductions of its previously pre-eminent role in the Yugoslav federa-
tion, reductions which its leaders had previously accepted in the interests of
preserving a fragile regional and ethnic balance in the country’s governing
structures. Serbia’s attempts, under a new charismatic leader, to regain greater
authority in the federation, have aroused great concern in other republics such
as Croatia and $lovenia as well as in the Albanian-speaking minority, and the
federal balance dependent on Serbian self-restraint is in danger of breaking
apart.

Another aspect of contemporary Yugoslav federalism fits rather chillingly
into Courchene’s pessimistic scenario, As recent federal governments and the
Communist party of Yugoslavia accepted a greater degree of decentralization
in the country’s political structures and a more market-oriented economy, they

.notonly found Serbia unwilling to continue its traditional self-restraint, but also
found the federal government was losing its capacity to act in arcas that
heretofore had been exclusively federal. Yugoeslavs increasingly began to iden-
tify with their particular ethnic origins. The country-wide symbols and loyal-
ties of the Tito era weakened sharply, the willingness to share among regions
declined, and the federal government found it had lost many of the tools
necessary to cope with a national economic crisis.

We can avoid this fate, it seems to me, only if Canada and Oniario work
together to face the global challenges to both province and country. This, it
seems to me, would be the true legacy of John Robarts, the ultimate pragmatist
dedicated to making his province and the country work.
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Manitoba: Stuck in the Middle

Paul G. Thomas

D'ordinaire peu porté aux coups d' éclat en matiére de relations intergouvernementales,
le Manitoba a pourtant retenu I attention au pays, en 1988-89, eu égard a la menace
que la législature manitobaine fait peser sur I avenir de I' Accord du lac Meech.

Ferme défenseur de I'Accord au départ, le gouvernement conservateur de Gary
Filmon a néanmoins fait volte-face sur cette question peu aprés que le gouvernement
Bourassa se soit prévaiu de la clause nonobstant dans le but de se soustraire—en
partie—au jugement de la Cour supréme sur T affichage commercial.

Contre un adversaire libéral qui pourfend sans reldche I'Accord, le gouvernement
Filmon adécidé—réélection oblige—de composer avec I opinion publique, majoritaire-
ment anti-Lac Meech, et donc d'user d'une procédure dilatoire au plan législatif qui
pourrait compromettre la ratification de I' Accord dans cette province.

L'auteur de I'article signale au passage les incohérences de Filmon lorsque, entre
autres, celui-ci stigmatise I'emploi de la clause dérogatoire par le Québec alors que
lui-méme 5 en faisait I ardent promoteur quelques années plus tbt.

Thomas dresse également un profil économique du Manitoba; province relativement
"démunie” dont I' économie, essoufflée pour I heure, nécessite une prompie diversifica-
tion de ses secteurs d' activités, le Manitoba a toujours été redevable a Ottawa de ses
paiements de péréquation ainsi que de I aide accordée pour divers projets de développe-
ment. Cependant, U affaire des CF-18 et des CF-5 combinée i la récente réduction des
transferts fédéraux au Manitoba ont eu pour effer de brouiller le bon-ententisme
traditionnel entre les deux ordres de gouvernement, tout en précxp:tam‘ éventuellement
la crise actuelle autour du Lac Meech.

INTRODUCTION

Events in Manitoba during 1988 attracted more national attention than usual.
In a province better known for its relative political stability and predictability,
there was plenty of political excitement and many of the developments had
national significance.
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Two years into its second term, the New Democratic Party administration led
by Premier Howard Pawley was defeated in the Legislature when a disgruntled
government backbencher voted against the budget. In the ensuing provincial
election, a minority Progressive Conservative government led by Premier Gary
Filmon took office, even though the party secured fewer seats than it started
with. Many saw the real winner in the election as Sharon Carstairs, the energetic
leader of the Liberal Party, which staged a remarkable political comeback, After
two decades of political decline, the Liberals elected 20 MLAs and became the
official opposition.

Among other impacts, this realignment of political forces within the province
made the Meech Lake Accord the dominant issue of provincial politics during
the latter part of the year. In December, three days after praising the Accord
when introducing the legislative resolution to adopt it, Premier Filmon with-
drew his support. This followed upon Premier Bourassa’s response to the
Supreme Court’s decision on Quebec’s sign laws, a response which in Mr.
Filmon’s view cast doubt on that province’s commitment to minority language
rights. For a time the New Democrats sat on the fence. Mr. Pawley had been
one of the signatories to the Accord, but there was significant opposition to it
within his party. Having replaced Mr. Pawley as leader prior ( the election, Mr.
Gary Doer waited to declare the provincial NDP’s opposition to the Accord until
after the federal election campaign in part so as not to undermine the national
party’s efforts to win seats in Quebec. What had changed after the Mulroney
victory was the certainty that the Free Trade Agreement would proceed. Rever-
sal of the party’s stand on the Meech Lake Accord was justified, Mr. Doer
explained, because the decentralizing implications of the Accord would weaken
the national government’s capacity to manage the economic and social policy
adjustments made necessary by free trade.

While both opposition parties had declared previously that the Meech Lake
Accord was not a confidence matter that would call for the resignation of the
government, the Filmon Conservatives were obviously in a precarious situation.
Intense and not always gentle pressures from Ottawa to ratify the Accord
compounded their political difficulties. When introducing the resolution to
approve the Accord, Premier Filmon praised Prime Minister Mulroney for
launching a new beginning in federal-provincial relations after the discord of
the Trudeaun years. Meech Lake was said to symbolize more harmonious and
constructive federal-provincial dealings on constitutional and other matters.
After the Accord was withdrawn from the Legislature, however, Manitoba’s
relations with Ottawa seemed to deteriorate rapidly and the opposition parties,
both in Manitoba and Ottawa, accused the Mulroney government of using
economic coercion to bring Manitoba into line on the Accord. Even as he was
embarking to Ottawa to fight cutbacks resulting from the 1989 federal budget,
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Premier Filmon was reluctant to draw any connections between Ottawa’s

. actions and the province’s stand on the Accord,

The withdrawal of $208 million (by a provincial estimate) in economic
activity through federal budgetary decisions came at an inopportune time in
terms of the provincial economy. After five years when Manitoba’s economic
performance surpassed that of most provinces, 1988 saw a dramatic slow down.
The worst drought since the 1930s led to major declines in agricultural produc-
tion and hydro power generation. In spite of significant gains in mining and
manufacturing, overall the economy was stagnant during 1988. Although the
provincial budgetary picture was brightened by higher than anticipated in-
creases in federal transfer payments, largely in the form of higher equalization
entitlements, this good fortune was not expected to last,

The Filmon government is committed to eliminating the provincial deficit;
cutting taxes, reducing the role of government within the economy and preserv-
ing essential services. Its approach to promoting economic growth contrasts
with the former NDP government’s greater reliance upon public spending to
stimulate the economy. The Progressive Conservatives are looking to increased
private sector investment to lead the recovery and to create new jobs.

This article examines these and other developments in Manitoba over the
past two years in terms of their impact on federal-provincial relations. The
short-term agenda of the Filmon government will be dominated by considera-
tions of political survival, at least until it sees the prospect of a majority
government through another election. As the alternative government-in-
waiting, the Liberals know that the longer the Filmon Conservatives stay in
office and demonsirate reasonable competence, the more their own political
momentum will subside. An early election could be devastating for the NDP
who hold the balance of power since they are in no shape organizationally or
financially to fight another election.

In these political circimstances, a variety of questions arise. How will the
Meech Lake process be finalized within the province and what impact will

- Manitoba’s decisions have on the national fate of the Accord? In terms of

dealings with Ottawa in other areas (like agriculture, the environment, the fiscal
arrangements, regional development and so on) how will Manitoba fare? Will
the existence of an ideologically congenial government in Ottawa mean a more
sympathetic hearing for Manitoba’s case or will the past conflicts between the
provincial and federal wings of the Progressive Conservative party come back
to haunt the province? Many observers see the Liberals poised to take power
in Manitoba. What would a Liberal victory signify on both the provincial and
the national scene? Are we witnessing the redrawing of the electoral map in
Manitoba to restore us to the pre-1969 days when the Liberals and Conserva-
tives contested for power and the NDP was relegated to a third party status? Of
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necessity, answers to these sorts of questions must be tentative and therefore
contentious at this point.

THE ECONOMY

In addition to being at the centre of Canada in geographical terms, Manitoba
has represented the average, or close to the average, among the provinces in
other important respects: population, wealth, natural resources, manufacturing
and taxing capacity. Best described as "lower middle class” among the prov-
inces, Manitoba is a so-called "have not" province which qualifies for federal
equalization payments, a label many Manitobans would reject. They see them-
selves as less rich than Ontario, not as poor as the Atlantic provinces, and alittle
better off than Saskatchewan.

Manitoba’s population was estimated at 1,083,600 on 1 April 1988, a modest
increase of less than one Iper cent over the previous year. Average per capita
income stood at $17,574.” Unemployment averaged 7.4 per cent during 1987,
Manufacturing activity (at 12 per cent of Gross Domestic Product) is more than
twice the relative size of manufactaring in Saskatchewan, and two thirds larger
than in Alberta. Most of the manufacturing activity takes place in Winnipeg
where nearly 60 per cent of the provincial population lives.2 Even Winnipegers
do not always realize the employment generated by manufacturing because
there are not the huge factory complexes found in southern Ontario. The
resource sector (agriculture, hydro eleciric power, minerals, and forestry)
accountis for 14 per cent of the GDP, less than half the share in the other prairie
provinces. As elsewhere, the service sector has been the fastest growing com-
ponent in the Manitoba economy and now accounts for close to 70 per cent of
the GDP.>

While Manitoba’s diversified economy weathers the highs and lows of

" fluctuating economic cycles well, it lacks the dynamic sectors that stimulate

strong and sustained growth. During the 1970s, Manitoba ranked ninth or tenth
in interprovincial comparisons of all major economic performance indicators.
High interest rates and adverse conditions in world food and metal markets were
important factors in the poor performance. The restrictive fiscal policies of the
Lyon administration after 1977 also contributed to the economic difficulties.
‘When the NDP took over after 1981, it introduced a Jobs Fund ($200 million)
to stimulate employment. There were also major increases in public investment
through the Limestone hydro project and the redevelopment project in down-
town Winnipeg. The availability of increased federal development dollars after
1983 assisted the recovery. Manitoba outperformed other provincial economies
during the first half of the 1980s. However, this relatively good economic
performance was fuelled mainly by strong public spending, which began to
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decline in 1988 when the major capital projects neared completion and the
provincial Jobs Fund was being phased out. When the drought hit, the economy
came to a virtual standstill. At less than one per cent, growth during 1988 was
far below the forecast, job creation was below one per cent and unemployment
rose at a time when the national trend was downward.* Forecasts for 1989 were
mixed, with any recovery inhibited by federal budgetary actions which pulled
hundreds of millions of dollars out of the provincial economy. As always, the
economy remains vulnerable to weather conditions and to trends in export
markets.

THE POLITICAL CULTURE

Manitoba’s marginal economic status has been an important contributing factor
to its political traditions.” While radical shetoric has occasionally dominated
political dcbate, the cconomic actions of governments have tended to be
pragmatic and moderate. Small "c¢" conservatism has been the dominant philos-
ophy for most of the province’s history. A limited role for the state, a preference
for small government, and a prudence with respect to public spending have been
the prevailing norms, irrespective of the party in power. Only during the period
of the Lyon government did the politics of ideological extremes prevail. '
As the Manitoba party system moved during the early eighties towards

increased polarization between the left and the right, there seemed no middle
ground for the Liberals to occupy. The Liberal Party compounded its own
problems by presenting a blurred image to the electorate through successive
‘elections during the 1960s and the 1970s. From the mid-sixties onward the
party went into a spiral of decline, falling from 19 seats in the Legislature and
33 per cent of the popular vote in the 1966 provincial election down to no seats
and 7 per cent of the popular vote after the 1981 provincial election. Just when
Manitoba seemed to be following predictions about the emergence of a two-
party system based on class and ideological differences, the Liberals staged a
remarkable political comeback capturing 20 seats and the role of the official
Opposition after the 1988 election. All three parties now seemed to be resolutely
centrist in orientation, with only marginal differences among them. There have
been differences in approaches to managing the economy, but these have not
been as stark as the parties would have us believe. The future direction of
Manitoba’s party system is far from clear.

APPROACHES TO FEDERALISM

Irrespective of which party held power, Manitoba’s approach to the federal
system has usually changed very little. With the notable exception of the Lyon
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administration, successive Manitoba governments have supported a strong
national government. A recurrent theme in Manitoba submissions to federal-
provincial conferences has been that a strong provincial economy will require
national leadership and financial support. The province has frequently sought
cooperation with Ottawa in projects and programs of economic and social
development. Whether out of economic necessity or an implicit philosophy of
constitutional pragmatism, Manitoba has never been deeply offended by the
so-called "intrusions” of the federal government into matters of exclusive
provincial jurisdiction.

There have been periods of "fed bashing”, most notably during the Lyon
government when Manitoba adopted a very aggressive approach to combat the
centralizing tendencies of the Trudeau regime. Another outbreak took place
after the CF-18 decision when relations beiween the Pawley and Mulroney
governments degenerated into verbal warfare. However, under so-called "nor-
mal" conditions, the relationship tends to be more harmonious. Typically,
Manitoba has restricted its criticisms of national policies to those which have
been developed unilaterally, applied paternalistically, terminated abruptly or
have been perceived as unfair in terms of interprovincial equity. Historically
Manitoba governments have defended a constitutional order which is flexible
and adaptive to change. They have been sceptical of constitutional proposals
which, though supposedly intended to protect provincial interests, could end up
blocking or inhibiting joint actions by the two orders of government to solve
practical problems. Manitoba governments have sought to be constructive in
intergovernmental forums. Trying not to sound too vain, Manitoba has insisted
that as an average province in economic terms, with a multitingual and multi-
cultural population, and sitting in the middle of the country, it has a unique
perspective to contribute to debates over the definition of the country.

The approach of past governments both reflects and reinforces the underlying
attitudes of Manitobans in general. Manitobans have been strong supporters of
national unity. Studies of political attitudes reveal that Manitobans have a
higher identification with Canada as a whole than do respondents in the three
provinces further west. Like respondents in all provinces, Manitobans see their
provincial government as closer to them than the national government, but they
are more su;}portive of the national government than people in the remainder
of the West." Support for western separatism has been least strong in Manitoba,
always remaining very much a fringe element,

. While Manitobans have been stronger supporters of national unity, they
joined other western Canadians in rejecting in large measure the vision of a
bilingual country promoted by the Trudeau government. Language reform,
whether at the federal or the provincial level, has been a highly divisive issue
and has earned the province considerable negative notoriety elsewhere in the
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country. During the French-language controversy of 1983-84, the Progressive
Conservatives led by Sterling Lyon prior to December, 1983 and by Gary
Filmon after that date, forced the Pawley government to withdraw a proposed
constitutional amendment by walking out of the Legislature and allowing the
bells to ring.8 In addition to confirming the province as officially bilingual, the
constitutional amendment would have provided for the translation of a limited
number of past laws passed in English only and for the extension of French-
langunage services by the provincial government. Majority public opinion was
clearly on the side of the Tories in opposing the amendment and when the party’s
national leader lectured a provincial party gathering about the need for linguis-
tic fairness, he was booed; an episode which Mr. Mulroney has apparently never
forgotten. Eventually the Supreme Court ruled that Manitoba was forced to
translate its laws and, as that time consuming and expensive task was under-
taken, the ugly passions of the moment gradually subsided. Still, the language
issuc remains volatile. It is one example where extreme attitudes rather than
moderation prevail. As is shown below, the debate over Meech Lake has bronght
together some strange linguistic bedfellows in opposition to its language pro-
visiens.

One of the problems Manitoba faces in its dealings with Ottawa, according
to a senior provincial official, is the tendency by the national government to
treat the West as a single political region with common interests.” Benefits
bestowed on a given province in the West are seen and portrayed as benefitting
the region as a whole, The problem was revealed in the CF-18 affair, an event
which serves as a symbol to condense Manitoba’s frustration at times with
national decision-making. In October 1986, when the Mulroney government
awarded the CF-18 maintenance contract to Montreal rather than to Winnipeg
none of the other western provincial governments supported Manitoba, Accord-
ing to Michel Gratton, Mulroney's former press secretary, an announcement of
the decision to favour Quebec over Manitoba was postponed several months to
assist fellow Conservative Premier Grant Devine of Saskatchewan in his re-
election bid.'® Defendin g his actions, Mulroney pointed to the lower unemploy-
ment rate in Manitoba and the other forms of national generosity bestowed on
the West. When Premier Pawley made a personal attack on Mulroney’s honesty
and trustworthiness, relations deteriorated badly. Mulroney ordered that
Manitoba be kept in the dark on all federal announcements and that the Pawley
government nol be allowed to share any political credit for federal benefits. It
took six months before a modicum of peace was restored.

Under the NDP during the 1980s, Manitoba frequently found itself the odd
man out in the West. The Pawley government took a different policy stance from
the other, conservatively-inclined governments of the region on the issues of
free trade, the fiscal arrangements, the Crows Nest Pass freight rates, trucking
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deregulation and the Canada Health Act. Whereas the Lyon government had
supporied Alberta and Saskatchewan in thetr opposition to the National Energy
Program and in their advocacy of a constitutional amendment (Sec. 92A)
extending provincial control over natural resources, the Pawley government
was more prepared to see national leadership on resource issues. As a consum-
ing province of oil and natural gas, Manitoba’s interests have diverged at times
from those of the producing provinces, as reflected in a recent clash with
Alberta.

During 1987 the Pawley government was involved in negotiations to buy the
Inner City Gas (ICG) distribution system as a means of combatting excessive
prices for natural gas negotiated by the company with Trans- Canada Pipelines
of Alberta (TCPL). In addition, the government signed contracts with alterna-
tive Alberta suppliers at a better price and applied to the National Energy Board
for access 1o the TCPL delivery system in order to move the cheaper gas to
Manitoba. At this point, the Alberta Government threatened to block the export
of gas where a breach of contract was involved and was successful in having
the NEB deny the Manitoba application. Negotiations to buy the company were
broken off by the Pawley government in January, 1988. This followed upon
ICG securing a lower price from TCPL and some taxation complications arising
with the proposed takeover. Not only did the episode cause tensions between
the provinces, but the Pawley government was criticized by the opposition
partics and by editorial writers for creating unnecessary confusion and spending
public money on a botched takeover bid.

THE MEECH LAKE PROCESS

Given what was said above about Manitoba's support for national unity and its
concern to be a constructive participant in intergovernmental affairs, why has
the province ended up being one of the two remaining hold outs on the Meech
Lake Accord? Three sets of factors appear to be at work. First, there are the
short-term political developments and the interplay of partisan forces within
Manitoba which delayed ratification of the Accord and allowed time for
opposition to crystallize. Second, in a small political system like Manitoba’s
the policy views of the Premier take on added imporiance. The leadership
approach taken first by Premier Pawley and then by his successor Premier
Filmon have been key to the province’s position. Nevertheless, party politics
and political leadership operate within the parameters of political feasibility
and acceptability. In this respect, the provisions of the Accord and their potential
negative impact on significant segments of the Manitoba population have
produced intense opposition to its passage, at least as presently worded.



Manitoba: Stuck in the Middle 83

Premier Pawley had been part of the agreement reached by the Premiers at
their annual meeting in August 1986, that the priority in constitutional talks
should be given to Quebec’s five conditions for its acceptance of the 1982
constitutional package. Consideration of other constitutional issues, such as
Senate reform and the fisheries, would be postponed pending completion of
what became known as the "Quebec round”. This agreement was confirmed in
acommuniqué by all first ministers at their November 1986, conference, During
the ensuing winter and spring, a series of bilateral discussions were held across
the countiry between federal and Quebec negotiators and their provincial coun-
terparts in order to prepare first ministers for the meeting at Meech Lake to take
place on 30 April 1987.

During the preliminary bilateral negotiations Manitoba raised a number of
concerns, but Quebec’s initial proposals had been expressed so vaguely that
formulating precise objections was difficult, Quebec began by asking for its
own veto over future constitutional amendments, but this was never acceptable
1o Ottawa or any of the other provinces, including Manitoba. Granting all
provinces a veto over a longer list of constitutional matters was the eventual
result of the Meech Lake negotiations, an outcome which cansed some discom-
fort because Maritoba favoured a flexible constitution.

Manitoba also expressed concern about possible restrictions on the future
use of the federal spending power. In a bid to attract support from the poorer
provinces which had benefitted most in the past from federal spending in
provincial fields, Quebec’s representatives had linked the spending power
proposal to a possible strengthening of the equalization provision (Sec. 36) of
the 1982 constitution. Quebec suggested that the equalization formula should
not be changed wvnilaterally by the federal government. Apparently this possi-
bility was quickly rejected by the federal government, which in the fall of 1986
was renegotiating the Fiscal Arrangements Act with the provinces.

During these initial discussions, Manitoba had no problem with the principle
of recognizing Quebec as a distinct society. Only when the actual wording of
the distinct society clause was produced did anyone in the Manitoba govern-
ment detect a potential conflict with the Charter of Rights and Freedoms.

According to several sources, Premier Pawley expected the Meech Lake
meeting to be inconclusive. Going into the meeting, Pawley wanted to avoid
being seen as the spoiler. Over the previous six months in the aftermath of the
CF-18 decision, the government had raised a long list of complaints about
federal actions and inactions and had been criticized for counterproductive "fed
bashing”. The Premier was reluctant to stage another fight on Meech Lake when
free trade was pending and he was bound by party policy 1o oppose the
Mulroney initiative,
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At the meeting itself, Pawley felt alone in expressing reservations. He left
the meeting fecling that there was a general agreement to proceed in certain
directions, but he was not expecting to ratify a final constitutional text when
the leaders reconvened at the Langevin building in June, 1987.

Initial reaction in Manitoba to the Meech Lake Accord was generally
favourable. Some Franco-Manitobans were concerned that the obligation of the
provincial and the federal governments to preserve, but not 1o promote, their
continued linguistic identity would freeze the bilingual status quo. Aboriginal
leaders were worried that the Accord might block their constitutional aspira-
tions. At this point the opposition was limited and low key. The Pawley
government proceeded to draft a list of amendments covering spending power,
aboriginal government, multiculturalism, protection for the northern territories,
and a commitment to public hearings before the constitutional revisions took
effect. In an effort to avoid being a minority of one, Pawley held discussions
with Premicr Peterson of Ontario and they agreed to stand together in seeking
changes to two clauses.!! Peterson would make the case for amending the
distinct society clause to recognize the fact of multiculturalism, while Pawley
was 1o argue for changes to the spending power clause.

At the Langevin meeting, the Meech Lake draft was improved largely
through the initiatives of Manitoba and Ontario. Proposals to place a provincial
consent mechanism on the future use of the federal spending power, such as
had been proposed in 1969 and 1979, were withdrawn at the insistence of
Manitoba. Greater clarity in wording of the spending power provision was also
introduced at the urging of Manitoba. Premier Pawley was prepared to live with
the remaining ambiguity in Section 106A of the Accord (especially the words
"national objectives" as opposed to the stricter "national standards™) because
he believed that future social democratic governments could use the flexibility
to take different policy directions from other governments. However, some
other members of the cabinet, caucus and the party were more wedded to the
concept of minimum national standards. At the joint urging of Manitoba and
Ontario, a non-derogation clause was included to protect the multicultural
nature of Canadian society referred to in the Constitution Act of 1982. On the
matter of aboriginal rights, the Manitoba position was flatly rejected. At four
in the morning, Pawley sat on the back stairs with Peterson debating whether
to jettison the Accord in its entirety. He recognized that some progress had been
made. He wanted to demonstrate good will towards Quebec. And he recognized
that by standing alone, he would block what was already being hailed as a great
act of national reconciliation. In giving his assent, Pawley warned Prime
Minister Mulroney that the public hearing process in Manitoba would not be a
charade and that further amendmenis might have to be considered. While all
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the leaders present agreed to promote the Accord back in their own provinces,
Mr. Pawley’s commitment in this regard was more qualified than the others.

Back home the NDP government was situated precariously. In the 1986
provincial election, it had won 30 seats compared to 26 for the Progressive
Conservatives and one for the Liberals, In the fall of 1987 a long serving MLA
resigned from cabinet and announced his intention 10 leave the Legislature at
the start of the 1988 session. Another backbencher, Mr. Jim Walding, was aptly
described by a local journalist as a volcano waiting to erupt. He had served as
an MLA since 1971, had been appointed Speaker during Mr, Pawley’s first term,
and had not been chosen for cabinet after the 1986 election. He made no effort
to hide his discontent. While Premier Pawley was criticized later for ignoring
the problem, he made several efforts to placate Walding, among other things
choosing him to move adoption of the Throne Speech. Mr, Walding voted with
the government on that occasion, although his contribution to the debate
consisted of an attack on the government’s mismanagement of the public
automobile insurance scheme and its profligate spending habits. Following his
throne speech performance, most experts expected Mr. Walding to torment his
party’s front bench for the remamder of the session, but ultimately to support
the government,

The NDP government was in no hurry to adopt the Meech Lake Accord. Over
the winter of 1987 and 1988 there was mounting criticism from within the party.
In December 1987, 150 prominent New Democrats wrote an open letter to the
Premier urging him to reject the Accord. In January 1988 at least 15 constitu-
ency associations passed resolutions critical of the Meech Lake Accord to be
presented at the party’s annual convention in March., While Pawley continued
to support the Accord, he indicated in December 1987 that he would not
introduce it at the start of the 1988 session, he would consider amendments
based on the public hearings, and would perhaps allow a free vote to be held.
He linked progress on Meech Lake to greater provincial input to the free trade
talks then being conducted by the Mulroney government. Ontario refused to
join Manitoba in using Meech Lake to fight free trade, arguing that they were
two separate issues.

At the annual party convention in March 1988, a compromise resolution was

passed calling upon the NDP government to deal with the flaws in the Accord

prior to legislative passage. The compromise was arranged to avoid emban.ass-
ment for both Pawley and the national party who had endorsed the Accord.?
Those opposed to the Accord gained an opportunity to lobby for changes. Three
days after the convention, on 8 March 1988, Jim Walding surprised nearly
everyone by voting against the budget and the government fell. The f1nal tally
was 28 to 27.
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The Pawley government resigned and an election was scheduled for 26 April
1988. Mr. Pawley also resigned as leader and was replaced by Gary Doer. The
NDP started the election campaign well back, with perhaps only two or three
scats being considered safe. Mr. Filmon’s Conservatives held a comfortable
lead and their campaign seemed to be premised on the avoidance of any
blunders. The wild card was the Liberals, whose building momentum could
scarcely be captured by the opinion polls. Turnout on ¢lection day was 76 per
cent, the highest for several years. Many first time voters apparently opted for
the Liberals. While the Tories won enough seats to form a minority government,
their popular vote was actually lower than in 1986. They won 25 scats, one less
than before. The Liberals won 20 seats, 19 of them in Winnipeg. As expected,
the NDP came third with 23 per cent of the popular voie (down 18 points from
1986) and only 12 seats (down from 30).14

Table 4.1

Manitoba Provincial Election Results

Party 1986 1988

Liberal Yote % 13.8 354
Seats 1 20

NDP Vote % 41.4 236
Seats 29 12

Progressive Vote % 404 383

Conservative Seats 27 _ ‘ 25

The Meech Lake Accord did not figure prominently in the election. According
to a newspaper-sponscred poll, management of the economy was the most
important issue and the Progressive Conservatives were clear wmners over both
the Liberals and the NDP in terms of who would do the best _]Ob Only 20 per
cent of the respondents agreed that developing a provincial position on the
Meech Lake Accord was important. Twenty-four per cent said that ihe Progres-
sive Conservatives would do the best job, while the Liberals and the NDP each
received the endorsement of 16 per cent of respondents on this issue. Despite
the low prominence of the issue, Mrs, Carstairs, who was strongly opposed to
the Accord, pronounced it "dead” on the morning after the election.

On 9 May 1988 Mr. Filmon and his 16-member cabinet were sworn in.
Originally the new Premier indicated that the Accord was a low priority behind
straightening out the economy and the government’s finances. However, the
government’s Throne Speech presented on 21 July 1988 announced that a
Meech Lake resolation would be introduced during that session. Opposition to
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the Accord was building. In June, the Winnipeg Chamber of Commerce had
written to all MLAs urging them to reject the Accord.'® Resentment over the
distinct society clause for Quebec was growing, especially in rural Manitoba.
Inprivate, government ML As were calling for a free vote on the issue and early
in the session one of their number defected to the Liberals, citing discontent
with the Accord, although his exclusion from the cabinet was judged by many
to be the stronger motivation. There was press speculation that half of Filmon’s
24-member caucus had serious concerns about the Accord, including several
leading cabinet ministers, Late in November 1988, the Union of Manitoba
Municipalities at its annual convention passed, by a 75 per cent majority, a
resolution rejecting the Accord.!’

On 15 December 1988, the Liberal Party unveiled in a discussion paper its
official stand on the Accord. It criticized the flaws and ambiguities of the
Accord and indicated that the party would insist on six amendments.'® The list
included: removal of the unanimity requirement for Senate reform and its
replacement by the 7/50 formula; preservation of fundamental rights and
freedoms against erosion through the Accord; clarification of the distinct
society clause; the deletion of the provision allowing Quebec to claim a-certain
share of new immigranis; an amendment giving Parliament the right to decide
what standards provinces must meet in order to qualify for compensation when
they opt out of national shared-cost programs; and the inclusion of aboriginal
self- government as an agenda item for future constitutional conferences.

On Friday, 16 December 1988 Premier Filmon began the process for ratifi-
cation of the Meech Lake Accord by introducing into the Legislature a motion
for approval. He described the Accord as a positive sl:ep.19 It symbolized the
end of a decade of federal-provincial discord under the former Trudeau govern-
ment. The exclusion of Quebec from the constitutional deal of 1982 had
produced a constitutional deadlock which meant that progress could not be
made on other constitutional issues, such as Senate reform, the inclusion of
property rights in the Charter and new ground rules for federal-provincial
relations. He noted that the federal Parliament and cight provincial legislatures
had already approved the Accord and quoted leaders from all parties (including
Pawley and Broadbent) to the effect that the distinct society clause did not
endanger the Charter and that the ability of Ottawa to sponsor new national
initiatives would not be impaired by the spending power provision. Under the
broadened requirements for unanimity respecting certain constitutional
changes, Manitoba, he noted, became the equal of Ontario. He concluded by
urging the Legislature to adopt the Meech Lake Accord as "a first step in the
process of constitutional renewal."””® Further, he asked the Legislature to.
consider passage of a companion resolution outlining solutions to other consti-
tutional issues which the Accord failed to address, issues such as Senate reform,
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inclusion of property rights in the Charter, protection of women’s rights and
aboriginal concerns.

It was not clear from Mt Filmon’s remarks what sort of companion resolution
or companion amendments he had in mind. The general approach of companion
amendments was based on the recognition that direct amendment of the Accord
was probably politically unacceptable. Addressing the concerns which had
arisen by means of companion amendments would avoid the necessity for
reopening the entire Accord. Amendments could deal with those concerns
identified since the Accord was first signed. Adoption by the 11 other legisla-
tures of such changes could be made a condition of Manitoba’s ultimate assent
to the Accord. A less politically demanding approach would be to adopt a set
of companion amendments for consideration by other jurisdictions but not make
Manitoba’s approval contingent on their adoption. While the Liberal leader,
Mrs. Carstairs, also spoke of the possibility of a parallel accord, it was donbtful
that any approach which left Meech Lake intact would gain her party’s support.

The weekend after the Accord was introduced in the Manitoba Legislature,
Premier Bourassa invoked the notwithstanding clause to protect his new sign
legislation that was to replace the previous Quebec legislation that had been
ruled unconstitutional by the Supreme Court. The Quebec premier called
Filmon to notify him of the decision and the Manitoba premier in turn warned
Bourassa there would be an anti-Quebec backlash.?! Overnight, Filmon decided
to withdraw the Accord and this decision was confirmed after a meeting with
his staff and then with his cancus on Monday morning. After consultation with
the opposition leaders who supporied his decision, the Premier rose at the
afternoon sitting of the Legislature to announce the withdrawal. Quebec’s
action, he stated, violated "the spirit of Meech Lake" and left doubt as to their
commitment to minority language rights. Filmon rejected public hearings at
that time because they would probably provide a forum for ugly bigotry.

Many observers felt that Filmon had no choice but to halt the ratification
process. According to a Winnipeg Free Press editorial, the Quebec action
provided a convenient pretext, but the real reason for pulling the Accord was
the growing wall of opposition to its sldoption.22 The editorial went on to
suggest that Filmon would have a hard sell in convincing many Francophones
of his devotion to minority language rights when he had fought the extension
of their rights in Manitoba back in 1983-84. While Filmon had described the
use of the notwithstanding clause as a tragedy, it was pointed out that he was
part of the Lyon government which had fought for its inclusion back in 1981.
Filmon’s response was to argue that the clause should be used sparingly and
never to abrogate minority rights indefinitely,

Early in 1989 Premier Filmon met several premiers in eastern Canada in
order to explain his government’s stand. There was press speculation that five
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provinces, including Manitoba, were working to develop a parallel accord to
act as a caveat to the Meech Lake Accord in order to make the B)rotection of
aboriginal, women’s and minority langnage rights paramount.2 Apparently
there was no substance to these reports.”” Both Ottawa and Quebec had rejected
the concept of a parallel accord. When the first ministers gathered in Ottawa on
27 February 1989, Mulroney and Filmon apparently got into a shouting match.
The federal government seemed to be stepping up its pressure on Manitoba.
Projects requiring federal financial support were delayed and there was specu-
lation that Ottawa would not renew its economic development agreements with
the province. Filmon insisted that he would not tolerate linking federal help to
approval for the Accord and pointed out that his minority government was in
no position to deliver the Accord because the two opposition parties were
opposed.

On 3 March 1989 the Premier announced the creation of an all party task
force to conduct public hearings and to provide advice to the government. The
seven member task force (three Progressive Conservatives, two Liberals and
one New Democrat) would be led by a non-voting chairman, Professor Wally
Fox-Decent, a political scientist. The task force exercise would not eliminate
the requirement for a subsequent legislative debate and further public hearin £8
before a final decision on the Accord could be taken. The rules of Manitoba’s
Legislature require that constitutional amendments be debated initially for five
days, during which period they take precedence over all other business. After
the fifth day of debate, the amendments must be referred to a legislative
committee for public hearings, Once the committee reports, a minimum five
additional days of debate in the full Legislature are guaranteed if the parties
wish to use them. Following this debate a vote would be taken. All of these
procedures would follow after the Meech Lake Task Force reports to the
Premier and once the motion to adopt the Meech Lake Accord is reintroduced
into the Legislature. This led the Winnipeg Free Press to describe the task force
“as nothing more than a procedure leading to a 1)r00¢::d11rc."25 Mr. Filmon
indicated that he would not be outlining a government position to the task force.

From 6 April 1989 to 12 May 1989 the task force held 12 meetings (some of
them lasting all day and into the evening) and heard approximately 300
presentations. Only individuals and organizations normally resident in Mani-
toba were heard in person; non-residents were permitted to file written submis-
sions and 11 individuals and organizations took advantage of this opportunity.
Approximately 90 per cent of the people who made presentations to the task
force spoke against the Accord, with 40 per cent calling for outright rejection
and another 50 per cent insisting on amendments before passage. Despite earlier
fears, there were very few anti-Quebec sentiments expressed and approximately
20 per cent of the witnesses volunteered the opinion that it was important to
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gain Quebec’s acceptance of the 1982 constitation.%® Included in the ten per
cent of the witnesses who spoke for the Accord was a contingent of national
Conservative MPs and Senators from Manitoba, including Jake Epp, the senior
minister in the Mulroney cabinet.

The opponents of the Accord can be divided into five groupings, although
with some overlap. First, there were the social democrats and left-leaning
liberals who were concerned about a weakening of the federal government’s
role in supporting greater equality of opportunity through the promotion of
comparable national programs in all parts of the country. This coalition of
interests focused its criticisms particularly on the spending power clause. They
feared that the Accord entrenched a neo-conservative philosophy of less
government and greater reliance on the market.

A second grouping involved individuals and organizations concerned about
the impact of the distinct society clause on the rights protected by the Charter
of Rights and Freedoms and the definitions of the Canadian commaunity found
in the 1982 constitution. Francophone, women’s, multicultural and aboriginal
groups feared that their position within Canadian society could be compromised
by the wording.

Particularly at the bearings outside Winnipeg, there wasa questioning of the
perceived preferred status being granted to Quebec through the distinct society
clause and the immigration provisions. Individuals, municipal associations and
farm organizations rejected the idea that one part of Canada was more distinct
than any other. With a few exceptions, the views were less anti-French and more
an endorsement of a pluralistic, pan-Canadian identity. In a curious irony,
former leaders of Grassroots Manitoba, which led the fight in 1983-84 against
the extension of French language rights in Manitoba, joined now with the
advocates of national bilingualism to denounce the distinct society clause—the
former group because it recognized Quebec as distinctive and the latter group
because they believed the Accord froze national bilingualism in its tracks.

A fourth group of witnesses expressed dismay that the Accord would likely
block the constitutional aspirations of the two northern territories to achieve
provincial status at some future date. The surprising number of people who took
the time to express sympathy for the territories is probably related to the fact
that Manitoba is itself a small, less affiuent province. A sizeable native popu-
lation also ensured that the future political development of the territories would
be prominent. It was seen as closely tied to the issue of aboriginal self-govern-
ment and the lack of progress on this iopic during the proceeding five years.
Native leaders expressed resentment that during the so-called "Quebec round”
the issue had been put aside and was not even mentioned in the Accord.

A fifth group of witnesses was offended by the process by which the Meech
Lake Accord was adopted. There were plenty of references, throughout the
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hearings, to 11 men sitting around the poker table deciding the country’s future,
to all night sessions, to the exclusion of advisers, to the lack of clear information
about all the implications of the Accord, and to the insistence that amendments
would be acceptable only if "egregious errors” could be found. For many
Manitobans, the Meech Lake process symbolized the worst excesses of secrecy
and lack of public consultation associated with so-called "executive federalism”
and if the Accord was passed it seemed to them to promise only more of the
Same,

The Meech Lake Task Force was writing its report to the Premier during the
summer with the expectation that it would not be made public until the
Legislature resumed sitting in September. The chairman of the task force
indicated a determination to search for an all-party consensus although
complete agreement seemed unlikely. For the government, Premier Filmon has
said several times that he still supports the Accord, but requires some assurances
that minority rights will not be jeopardized and that other, unfinished constity-
tional business will be dealt with soon after ratification. For the Liberals, Mrs.
Carstairs has been consistently opposed to the Accord as presently worded and
has described a parallel accord as a device to allow certain politicians to save
face. Unlike the Liberals, the NDP have to deal with the fact that their former
leader signed the Accord, Their opposition has less credibility, therefore. They -
have tried to emphasize a nonpartisan approach towards amendments to the
Accord.

Both opposition parties are likely to insist on the replacement of "national
objectives” in the spending power clause with the words "national standards”
and there may be a move (o include some reference to the role of Parliament
(as opposed to the cabinet) in setting such standards. Both are likely to push for
the retention of the current amending formula for Senate reform; that is seven
provinces with 50 per cent of the country’s population. They both might
advocate acceptance of the same formula for the admission of new provinces.
Both will insist that the list of futore constitutional meetings include one on
aboriginal concerns. In terms of the distinct society clause, several options are
apparently being explored. One is to make the clause part of the preamble
meaning that it would not serve as an interpretative clause to determine the gray
arcas of the constitution. Another option is to amend the distinct society clause
to make reference to aboriginal peoples, multicultyralism and the paramountcy
of the Charter of Rights and Freedoms as part of the definition of Canadian
society. .

The two opposition parties will have to decide two tactical issues as well.
One is at what stage in the proceedings in the Legislature they will seek to
amend the Accord. Will they try to pre-empt the other party by proposing
amendments at the debate stage or at the report/third reading stage after the
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committee hearings have been held? A second question is whether they will
attempt to use the approach of companion amendments described earlier, which
could be used to tie Manitoba’s assent to the Accord to actions in other
jurisdictions. It should be noted that there is all-party agreement that passage
of the Accord is not a confidence issue that would lead to the fall of the
government. There will be pressure, especially in the Progressive Conservative
party, to atlow a free vote on the issue. Many observers believe that no progress
towards adoption of the Accord will be made until after the Quebec election
generally assumed to be scheduled for this fall. Premier Bourassa, if he is
re-elected, will then have to face the fact that Manitoba cannot agree to the
Accord as written and, therefore, that there must be a search for a compromise.

THE BUDGETARY SITUATION

Since taking office the Filmon government has presented what can only be
described as two "good news" budgets. They have reduced taxes, come close
to eliminating the annual operating deficit, set aside a small amount of money
for a financial rainy day, reduced the accumulated provincial debt for the first
time in 20 years, avoided major cuts to social programs, and done all of this
while there was plenty of talk about cutbacks in federal financial transfers.
When the NDP took office in 1981 the province’s financial health was
deteriorating. Instead of curtailing expenditures severely, the NDP government
had increased retail sales taxes, tobacco and liquor taxes, and corporate income
taxes. In 1982 they introduced a highly coniroversial payroll tax to help fund
health and post-secondary education. The Pawley government blamed the tax
increases on the federal government, It was a two pronged attack. First,
Manitoba claimed with some justification, that reductions in federal transfers
were unfair to the poor provinces; an argument that had earlier been made by
the Lyon government. Second, the Pawley government condemned recent
federal tax changes as having sacrificed faimess in the pursuit of economic
growth, Like most other provinces, Manitoba collects its personal and corporate
income taxes through a tax collection agreement with Ottawa, using the federal

~ definition of taxable income, For the remainder of its term, the government

hammered away at the concessions and loopholes in the federal income tax act,
which meant that billions of dollars in foregone revenues were paid out
indirectly to high income earners and large corporations. On one occasion the
NDP government’s budget included an estimate of the revenues lost to the
province as a result of these tax expenditures.

According to its critics, the NDP government did not balance higher taxes
with a serious effort at curtailing expenditures. Party ideology dictated that
restraint be accomplished without major changes in the NDP’s commitment to



Manitoba. Stuck in the Middle 93

social spending. The government began slowl;v by marketing the need for
restraint in an attempt to reduce expectations.2 During the recession of the
early 1980s the government pointed to public spending, especially the Jobs
Fund, as necessary in maintaining levels of employment. Year-over-year in-
creases in expenditures were gradually reduced, but only with difficulty as the
Pawley government tried to avoid major program reductions or ¢liminations,

Even with higher taxes, the annual deficit rose, standing at over $500 million
in some years, on a budget of about $3 billion in the mid-cighties. There was a
growing consensus, even among New Democrats, that more had to be done to
relieve the stress on the province’s finances. A major report on taxation and
expenditure options prepared for the Pawley government late in 1986 concluded
that: "There is no magic in tax reform or in the field of taxation—no rabbits—no
hats—and no magicians.—No remedy can be fashioned for Manitoba’s fiscal
difficulties that does not include both reform of taxation and reform of expen-
diture management".zs The report rejected the radical restraint exercises un-
dertaken in Saskatchewan and British Columbia,

Control over expenditure management was centralized in a strengthened
Treasury Board. Yet in the 1987-88 fiscal year, expenditures rose by 8 per cent.
The 1987 budget included a package of taxation increases totalling $227 million
in new revenues. Sales, liquor, tobacco and the payroll tax were all increased,
but the most contentious measure was a two per cent surcharge on net incomes.
While the surcharge was intended to offset the lack of progressivity in the
porous federal income-tax system, it was attacked by the business community
as stifling entrepreneurial effort. Even with the tax increases, the deficit was
forecast 1o be $415 million. By year end this figure had been cut to $306 million,
largely because Manitoba received $620 million in equalization payments,
which was $151 million more than budget estimates.

In the 1988 budget proposal that led to their downfall, the NDP forecast
expenditures growing by 8.3 per cent, almost twice the rate of inflation at the
time. The projected deficit was $334 million.>® Taxes were to be increased on
liquor, tobacco and leaded gas, While there were no increases in personal
income taxes or on small businesses, there were significant increases imposed
on the mining sector whose profits had recently increased. The traditional
non-confidence motion presented by the Progressive Conservatives condemned
the government for the spending increases and the further tax grab. It was this
motion that Mr. Walding supported on 8 March 1988 and on which the NDP
government was defeated,

The newly-elected Filmon government presented a new budget on 8 August
1988. As promised during the campaign, the phasing out of the controversial
payroll tax was begun. Increases in taxes on tobacco, liquor and fuel proposed
in the NDP budget were maintained. The mining tax was increased by a lower
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amount than in the February budget. There were no increases in personal,
corporate and sales taxes, Outside consuliants were brought in to review the
overall financial situation of the province, Forecasted spending was about $4.5
billion, slightly higher than the NDP estimate. Borrowing was down 16 per cent
from the level of the previous year. The deficit for 1988-89 was projected to be
$196 million, well below the figure ($334 million) presented in the NDP budget.
The budget passed, with the Liberals as the official Opposition voting against
it. Anxious not to precipitate another election, the NDP leader and the party’s
finance critic voted against the budget, but the rest of their members abstained.

The subsequent provincial budget presented on 5 June 1989, was described
by many commentators as a pre-election document. The budget cut the personal
tax rate to 52 per cent of basic federal tax from 54 per cent, although the
surcharge on net incomes was not reduced. Tax reductions for each dependent
child were raised to $250 from $50. The payrol tax was almost eliminated and
there were the predictable increases in taxes on liquor, tobacco and fuel. Gverall
spending was forecast to increase 4.5 per cent to about $4.8 billion, but there
were higher increases in the fields of health, the environment, child and family
services and education.’! With its reduced taxes on families and higher spend-
ing on social services, the budget seemed designed to appeal to the NDP which
held the balance of power in the Legislature. The deficit was forecast to be a
mere $87 million. It could have been eliminated entirely had the Filmon
government not chosen to put $200 million aside in a fiscal stabilization fund.
The fund was described as a "fiscal shock absorber” helping the province to
avoid disruptions to programs or major tax increases when revenues fluctuated
from cne year to the next. To the opposition parties it was a "slush fund” for
use before the Tories went back to the electorate to obtain a majority. The much
improved financial picture was a short-term situation which resulted primarily
from the tax increases imposed by the former administration, from higher
mining taxes and from higher equalization payments from Ottawa. Revenues
were up 12.5 per cent over the preceding fiscal year and equalization ($243
million in 1988-89) accounted for nearly half of the total 2

FEDERAL FINANCIAL TRANSFERS

The financial links between the province and the federal govermnment are

- numerous: unconditional equalization payments; broad conditional grants for

hospital insurance, medicare and post-secondary education; straight condi-
tional grants such as the Canada Assistance Plan; and direct federal participa-
tion such as the Economic and Regional Development Agreements and the
Western Diversification Fund. The array of financial transfers is both complex
and bewildering, but there is no doubting their importance to Manitoba. During
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the decade from 1979-80 to 1988-89 federal transfers as a percentage of
Manitoba revenues slipg)ed from 42.6 per cent down to 32 per cent according
to provincial estimates. 3

About half the federal transfers to Manitoba are accounted for by equaliza-
tion payments. In 1982 the formula for calculating equalization was modified
over the protests of the provincial governments. Among the recipients, Mani-
toba was the hardest hit in terms of future equalization entitlemerits versus
forecasts made under the old formula. Manitoba has always maintained that
equalization, even though the legislation is controlled by Ottawa, is not a
program like the others and changes should not be introduced unilaterally by
the federal government. Manitoba was one of the provinces which fought
hardest for the inclusion in the Constitution Act (1982) of the commitment to
equalization. It also protested strongly the imposition after 1982 of a ceiling,
equal to GNP growth, on total equalization entitlements. While the cap on
equalization applies to total equalization payments and not to payments to
particular provinces, and it has never been utilized to date, Manitoba believes
it inappropriate to place financial restrictions on a program designed to ensure
reasonably comparable levels of services throughout the country.

The other major transfer mechanism is Established Programs Financing
(EPF), where Manitoba has again been a leading province in opposing reduc-
tions in federal contributions. EPF was adopted in 1977 and ever since has been
surrounded with controversy. It involved a shift to block funding (cash plus tax
transfers) divorced from actual provincial program expenditures in the fields
of hospital insurance, medicare, and post- secondary education. There has becn
a baitle of the balance sheets between the two orders of government over their
respective contribution to the ongoing costs of these major programs. That
dispute cannot be resolved. Suffice it to say that during the Pawley years
Manitoba advocated a return to traditional cost sharing, but with more flexi-
bility to operate programs based on prior agreement on objectives and clear
program standards. The province protested strongly against the imposition
since 1986 of ceilings on the growth of federal EPF contributions, the most
recent of which was contained in the federal government’s budget of April 1989.
Manitoba estimated it would have to find $8 million more every year to make
up for the reduced rate of growth in the EPF transfers. Of course, the national
government has also set itself the task of reducing its deficit.

The April 1989 Wilson budget brought other bad news for Manitoba. Most
dramatic was the closure in 1990 of two military bases operated by the Depart-
ment of National Defence: CFB Portage La Prairie, and CFB Winnipeg. The
first closure will represent a loss of $20 million annually to the local economy
and the second another $20 million annually. The closure of the rural base was
particularly disturbing. It led to a delegation of local official and all party
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leaders travelling to Ottawa to protest. The group was told by the federal
Defence Minister that military spending should not be used for regional
development purposes, even though the Manitoba delegation noted that a prison
had moved into the Prime Minister’s riding to invigorate the local economy.

Also announced in the Wilson budget was the decision not to put a high tech
avionics package in the CF-5 jet fighters, a move which cost Brisiol Acrospace
Ltd. of Winnipeg up to $150 million in work. The anger in this case was caused
by the fact that the CF-5 contract was the consolation prize given to Bristol
Aerospace in 1986 when the CF-18 maintenance contract was awarded to
another company against the recommendation of a bureaucratic task force
which described the Bristol bid as technically better and less expensive. The
Manitoba economy would also be hurt by the proposed VIA rail reductions, the
elimination of a rail rehabilitation program, reduced commitments t0 crop
insurance and, of course, the EPF cutbacks.

In criticizing the federal budget, Premier Filmon estimated that it pulled $20
million out of the provincial budget and $250 million out of the Manitoba
economy. An unreleased study put the latter estimate at over $400 million. The
Premier argued that if the cuts had been proportional to Manitoba’s share of the
GNP, the cuts in Maniteba would be $80 millicn less. 34 Manitoba’s most senior
federal cabinet minister, Mr. Jake Epp, denied that the province had been dealt
with harshly. "This has nothing to do with the Meech Lake Accord and
everythmg to do with a national agenda to get the deficit under control”, he told
the press.” He pointed out that Manitoba received more per capita in federal
transfers than any other western province and that other projects, such as the -
Centre for Sustainable Development and the disease control laboratory, had
been promised for Winnipeg,

REGIONAL DEVELOPMENT POLICY

During the summer of 1989, the Government of Manitoba was concerned that
there would be deep reductions in the federal contributions towards economic
development in the province. At stake was the future of the sub-agreements
under the Canada-Manitoba Economic and Regional Development Agreement
(1984) and the province’s share of the Western Diversification Fund (WDF).
~ Contrary to the pessimism of provincial officials, both elected and appointed
officials in Ottawa insisted that there would be another round of ERDA sub-
agreements. They also insist that, contrary to the alarms being sounded by
provincial spokespersons, overall spending on regional development in the
West would go up over the next five years, not down.
Manitoba was the first among the provinces in November 1983 to sign an
Economic and Regional Development Agreement (ERDA) with the federal
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government. It was heralded at the time as representing "a new kind of federal-
provincial cooperation, based on shared understanding of Manitoba’s
economy.” There were very close working relations between Mr. Lloyd
Axworthy, regional minister for Manitoba in the federal cabinet, and the Pawley
administration. Their collaboration produced a steady flow of federal benefits,
particularly to Winnipeg. On a per capita basis Manitoba had done very well
under the first round of ERDA sub-agreements compared to other provinces.

Under the Manitoba ERDA there were nine sub-agreements to take effect in
1984 covering the following development activities: planning, transportation,
the Port of Churchill, mining, urban bus manufacture, communications and
cultural industries, the agri-food industry, and forestry. In total, these
sub-agreements represented a commitment of close to $400 million, $240
million from Ottawa and $154 miilion from the province. An additional two
agreements covering tourism ($30 million divided equally) and science and
technology (where the agreement was to improve existing coordination) were
signed in 1985. During 1986 the second Core Area Initiative (CAI) for the
redevelopment of downtown Winnipeg was brought within the ERDA frame-
work, with each of the three levels of government contributing $33 million, In
summary, by the end of 1986 there were 12 sub-agreements in progress repre-
senting a total financial commitment of over $500 million.

Most of the original nine sub-agreements expired at the end of March 1989,
although there was provision for committed funds to flow for a further 18
months. There were evaluation components built into some of the
sub-agreements, but there was no requirement for an overall evaluation of the
ERDA approach. Scme federal ministers feit that Ottawa did not get full
palitical credit for its contributions, Several days before the 1989 federal
budget, there were accusations in the Winnipeg Free Press that Manitoba was
guilty of using federal ERDA dollars to pad provincial spending accounts.>® An
anonymous federal official estimated that as much as $13 million had been
diverted into provincial programs. He was quoted as saying that: "We know of
a case where the provincial government decided to fund sexy projects on their
own rather than put them throngh the ERDA agreement.... They getall the credit
for the new program, while using the federal funds to do the not-so-sexy
stuff.">? For his part, the Minister for Western Diversification, Mr. Charles
Mayer, who was from Manitoba, restricted his comments to the fact that ERDAs
had lost their effectiveness because they no longer reflected the priorities of the
two orders of government. Further, it was questionable why Ottawa should be
spending in areas of primary provincial responsibility, like forestry manage-
ment, especially if the provinces were not doing their fair share, Manitoba
officials interviewed for this study suggested that Ottawa’s charge about fun-
nelling federal funds into provincial accounts was nonsense since the allocation
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of funds had been jointly agreed to. Manitoba’s Finance Minister told the press
that he was prepared to review the program, but the province opposed any
cutback in Ottawa’s contributions. The timing of Ottawa’s complaint suggested
to Manitoba’s officials that it was a diversionary tactic to hide the fact that a
new round of ERDA sub-agreements would involve far less federal financial
support.

Early indications from Mr. Wilson’s budget and contacts with federal offi-
cials indicated that Iess emphasis would be placed in the future on ERDAs and
far more on the Western Diversification Fund (WDF), When the WDF was
announced by Prime Minister Mulroney in August 1987, it reflected the national
government’s renewed commitment to the alleviation of regional disparities
and, more particularly, to the diversification of the western region. The WDF
involves a focus on new products, new markets and new technology. It was
intended 10 lessen the West’s traditional dependence on resource commodities
that are subject to fluctuations in international markets and it was intended to
offset reliance on imports, The WDF was described as $1.2 billion in new
money for the West over the five-year period from 1987-92. Despite press
reports about budgetary cutbacks in regional development spending, the target
for WDP spending remains at the original level.

To administer the WDF, the Department of Western Diversification was set
up in 1988 to coordinate federal programs in the region. Some of the existing
ERDA agreements were transferred to the new department when the former
Department of Regional Industrial Expansion was disbanded. The department
provides granis and interest subsidies for projects that would not otherwise
proceed in the proposed location, proposed scope or time. Consistent with the
emphasis on diversification, only new businesses or expansions into unrelated
business activity will be supported. There are also major project grants to deal
with systemic or structural problems in the western economy. Part of the
department’s role is also to represent the West in the development of national
policies and programs. With its headquarters in Edmonton, the depariment also
operates a regional office in each of the other western provinces. Manitoba’s
office had 54 staff in 1988-89.

The WDF spending responds to proposals; expenditures are not based on a
formula related to the per capita income in a province or the level of unemploy-
ment in a province as past DRIE approaches were. Bruce Rawson, the first
Deputy Minister for the department, described the WDF approach as follows:

Political masters introduced two key concepts in start-up instructions. They
accepted the idea that judgement and not a slide rule would be required to operate
the program and diversification was the goal, not straight forward business
expansion or modernization.... Because we work from principles and not from a
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detailed procedure manual, we need to have systems to ensure that all proposals
are judged the same way.38

Given the discretion granted to officials of the WD, it is perhaps not surprising
that there were charges that Manitoba was not getting its "fair share” of project
funding. Because the WDF spending is based on the flow of applications, the
notion of provincial shares is really not appropriate. WDF officials in Manitoba
insist that they have been aggressive in promoting awareness of the fund. As of
June 1989, the breakdown of projects and the amounts committed for the four
western provinces were as follows:

British Columbia — 390 projects — $105.6 m
Alberta — 456 projects — $ 828m
Saskatchewan — 137 projects — $ 62.6m
Manitoba — 99 projects — $ 68.6m

It was pointed out that the greater number of projects in B.C. and Alberta
reflected the fact that those provinces had existing business development
agreements with the federal government when WDF was announced. Manitoba
was slower to generate project proposals, but its allocation on a per capita basis
still compared favourably 1o B.C.

Manitoba now has the advantage of having one of its two cabinet ministers,
Mr. Mayer, in charge of the WDF. Mr. Mayer has indicated that he wants to see
WDF spending in his province used 10 offset the concentration of economic
activily in Winnipeg. To date about 71 per cent of WDF spending in Manitoba
has taken place or is committed to the Winnipeg area.* The federal approach
will reinforce and complement the provincial government’s promotion of rural
development. A proposal for a rural development strategy has been submitted
to Ottawa for cost sharing, There is a provincial cabinet committee on rural
development and provincial departments have been asked to identify ways io
decentralize their operations ouiside Winnipeg.

CONCLUSION

At the time of writing it appears likely that the Progressive Conservatives will
mainiain their hold on power during the remainder of 1989. The Filmon
government has not encountered great difficulty in proceeding with its legisla-
tive program. Only a small number of bills have been withdrawn or modified
because of combined pressure from the two opposition parties. It is impossible
1o know, of course, what actions the Conservatives have avoided taking because
of their political vulnerability. To the general public the minority government

-seems to be running smoothly and with reascnable competence. For most

people there is no obvious reason, therefore, why an early election is needed.
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Given the further fact that the Conservatives have apparently fallen behind the
Liberals in popular support, there is no rush to call an election.

The Liberals were seen as the real winners in the 1988 provincial election.
However, with all 20 MLAs except their leader being freshmen, they have been
upstaged at times by the smaller, but more experienced NDP contingent in the
Legislature. All but one of the Liberal seats are in Winnipeg so that the party
needs to build up its rural base of support. In the federal election of November
1988, the Liberals increased their representation from one to five of Manitoba’s
14 seats, again all from Winnipeg. Their popularity received a further boost
from the battering which Manitoba received through the federal budget of April
1989, the blame for which spilled over from the federal to the provincial Tories,
in spite of protests by the latter. By early summer, there were press reports that
the Liberals were ahead of the Conservatives by ten points.41 However, the
Liberals cannot cause an election by themselves.

So far it has been mainly the NDP which has kept the Conservatives in office
by supporting the Filmon government on the Throne Speech and Budget votes.
Many rank and file New Democrats have been uncomfortable with the informal
and improbable coalition that has emerged. After all the Tories had been their
main enemy for the past two decades. A minority of the NDP caucus members
believes that the party cannot rebuild itself until the province has a taste of the
Liberals in government. However, the leader’s opinion, which has become the
majority opinion in caucus, is that the electorate will punish any party which
forces an early election. Besides, the NDP have been trailing badly in the polls,
running below 20 per cent support over the last year, and the party has been in
poor financial and organizational shape. The NDP may be expected to continue
to support the Conservatives until the government presents a blatant challenge
to NDP principles and policies. That would be a case of the Conservatives
arranging their own defeat in order to win a majority government.

The longer term direction of the party system is unclear. The trend of the
previous two decades towards a polarized two party system along class and
ideological lines was interrupted by the 1988 provincial election and the
re-emergence of the Liberals, After the 1986 election, there had been talk of the
NDP having become the majority party in Manitoba based on a broad coalition
of interests—working people, Francophones, the multicultural community, new
Canadians, women, small business and the middle class. The Conservatives
were narrower in their base of support and Mr. Filmon saw his main job as that
of broadening the party’s appeal to some of the groups which had attached
themselves to the NDP. He had only limited success in this regard, but the
Conservatives will probably continue to command 40 per cent of the vote, most
of it in rural, southwestern Manitoba. To hold power over the longer term, they
must add to their strength in Winnipeg where 31 of the 57 provincial seats will
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be located when the next redistribution is completed. The Liberals and the NDP
will fight over the remaining 60 per cent of the vote,

For the immediate future, the biggest issue facing the Filmon government
will be the Meech Lake Accord, something which was not a high priority for
them when they took office. The Premier finds himself pressured on all sides—
from Ottawa to adopt the Accord and from a wide range of groups within the
province to reject or to amend it. The premier has held out the possibility of a
parallel accord as a solution to his problem. Nothing is likely to happen on this
front, however, until after the Quebec election. Mr. Filmon gained in the
public’s estimation and his party’s support increased when he withdrew the
Accord. If he could persuade Prime Minister Mulroney, Quebec and the other
provinces to alter the Accord, it could catapult him into a majority government
position. On the other hand, if he is ineffective in getting the other governments
10 address Manitoba’s concerns there is always Mrs, Carstairs and the Liberals
waiting in the wings.

Relations between the Filmon and Mulroney governments have gone from
bad to worse over the last two years. Premier Filmon rejects the suggestion that
Manitoba is being punished for its failure to approve the Meech Lake Accord,
but some of the damage done to Manitoba through recent federal budgetary
cutbacks, especially the defence base closures, appears 10 be disproportionate
to that imposed on other provinces. Any second round of ERDA sub-agreements
will make far less federal money available than previously. While higher
cqualization payments caused by the economic boom in Ontario enabled
Manitoba to cut taxes and reduce its deficit, the provincial good luck is not
likely to last. The 1989 Manitoba budget forecast the provincial deficit for
1990-91 going back up to the $250-290 million range from $87 million in the
present year. %2 The Filmon government has expressed some support for
Ottawa’s efforts to deal with its deficit problems and it knows that transfers to
the province cannot be excluded from that exercise. However, there will
continue to be charges that the burdens of deficit reduction are not being
distributed equitably. Over the last ten years there has been mounting public
atiention and concern about fair treatment for the province by Ottawa. It
remains to be seen whether Manitoba will continue its traditional role of
supporting a strong national government and striving to be a constructive
presence in the federal system.
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Federal-Provincial Fiscal Relations in the Wake of
Deficit Reduction

Robin Boadway |

Le dernier budget Wilson, en s' attelant 4 la réduction du déficit national, aura peut-étre
marqué du méme coup un tournant majeur dans les relations Jiscales fédérales-provin-
ciales au Canada.

Depuis I'dge d'or de la centralisation fiscale fédérale durant la Seconde guerre
mondiale jusqu’ aux ententes de perception o' impdt conclues ensuite par Ottawa avec
la plupart des provinces (hormis le Québec surtout ), le régime fiscal canadien est
parvenu graduellement, selon I'auteur, & un degré d'harmonisation assez singulier,
comparé G ceux des autre fédérations existantes. Or, la situation budgétaire actuelle du
gouvernement cenltral menace cet équilibre fiscal. Ainsi, le fardeau financier occasionné
par le paiement de sa dette accumulée pousse Ottawa & Elargir son assiette Jiscale afin
de couvrir ses dépenses. C'est dans cetle veine que s'inscrivent la récente réduction du
taux d’ augmentation des transferts fédéraux aux provinces ainsi que Iannonce, par le
fédéral, de sa future taxe de vente “multi-stades” (ou T.P.S.). Mais, déja, cette derniére
initiative d’'Ottawa est pergue par les provinces comme un empiédtement inacceptable
dans un champ d'imposition qui leur est traditionnellement dévolu pour une large part.

La réduction du déficit et des dépenses publiques du gouvernement fédéral, exigée
par la réforme fiscale conservatrice, risque d' affecter éventuellement la répartition des
champs d’ imposition entre les deux paliers de gouvernement. Autre conséquence égale-
meni: I'avenir de la "mission” fondamentale du fédéral au chapitre de la péréquation.
A cet égard, Boadway signale qu'Ottawa doit compter sur un espace fiscal approprié
afin de satisfaire ses engagements envers les provinces, tel que prévu & I article 36 de
la Loi constitutionnelle de 1982. Au reste ce méme article Journit au fédéral une
Justification presque illimitée de I'usage de son pouvoir de dépenser, une prérogative
qu’ Ottawa pourrail continuer & exercer dans certains domaines d' intervention publigue
de juridiction provinciale, -

Somme toute I auteur considére qu’ d long terme, au Canada, la réforme fiscale sera
un facteur moins déstabilisateur que I'action autonomiste des provinces en cetle
matiére. D'aprés Boadway, I' objectif incessant de partage fiscal poursuivi par ces
derniéres menace d'affaiblir la capacité du fédéral de renforcer I harmonisation fiscale
interprovinciale,
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INTRODUCTION

For much of the Post-War period, the Canadian confederation has enjoyed a
relatively highly coordinated and harmonious system of federal-provincial
fiscal relations. Yet, the structure of the system has remained largely unchanged
since the mid-1970s. Some of it has survived more or less intact as it evolved
out of the highly centralized arrangements put in place immediately after the
War. This is so despite the fact that there has been a gradual and continuous
change in the fiscal positions of the federal government relative to the prov-
inces.! The cumulative effect of those changes is such as to make it opportune
to consider whether the current sysiem can survive in its present form into the
future, Indeed, I would maintain that federal-provincial fiscal relations are at
an important crossroads and the policy response over the medium term will have
lasting effects on the fiscal roles and responsibilities of the two levels of
government and hence on the shape of the country itself.

The federal budget of April 1989 contained measures that will affect the
fiscal balance between the federal and provincial governments. The most
obvious of these is the reduction in the rate of increase in federal transfers to
the provinces under the Established Programs Financing (EPF) arrangements.
This measure was taken primarily (or even solely) with the objective of federal
deficit reduction in mind. Yet, I would argue, it will undoubtedly have longer
term consequences for federal-provincial fiscal arrangements, consequences
which appear not to have been fully recognized, at least in public discussion.
It is not the only measure that will have an effect on federal-provincial fiscal
relations. Some of the recent tax reforms will as well.

It will be the purpose of this paper to consider some of the longer term
consequences of the sorts of measures which were contained in the federal
budget as well as in the recent policy stance of the federal government. In
pursuing such an evaluation, it is necessary to place the discussion into the
‘current constitutional context. Recent constitutional changes have, in my opin-
ion, altered significantly the respective fiscal responsibilities of the federal and
provincial governments and, in particular, have imposed on the federal govern-
ment certain obligations whose import has yet to be fully recognized. These
changes in the economic balance of power have curiously gone unnoticed while
policy discussions have focused on political and legal matters, such as the
amending formula, the Charter of Rights and Freedoms, and other important
issues.

I begin by setting the stage. The next section is intended to place the
discussion of deficit reduction measures into an economic and constitutional
context. A brief summary is given of the key features of the system of federal-
provincial fiscal relations. Then, some stylized economic facts affecting the
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federal government budget options are presented. Finally, some of the important
constitutional and economic policy changes with implications for federal-
provincial fiscal relations are discussed. Subsequent sections consider current
policy issues and options in light of these stylized facts and their implications
for federal-provincial fiscal relations. -

THE INSTITUTIONAL AND POLICY SETTING

Although it will be well known to most readers, it is useful to begin with a
summary of the main components of the system of federal-provincial fiscal
arrangements. The system can be characterized by the following four features.

i. Vertical Imbalance, The federal government collects relatively more tax
revenues (i.c., occupies more "tax room") than it needs for its own purposes
and transfers the balance to the provinces in a variety of forms. This feature of
the fiscal system is of considerable importance for coordination and harmoni-
zation purposes as will be argued below. It is also a necessary consequence of
a fiscal system in which there exist relatively large federal-provincial transfers.

ii. Horizontal Redistribution. The system of féderal-provincial transfers in-
cludes as one of its key features a significant amount of redistribution among
the recipient provinces. Less well off ("have-not") provinces receive relatively
more from the federal government in transfers than their residents pay in taxes.
This is true for virtually all the major transfer schemes discussed below. The
extent of this interprovincial redistribution compares favourably with other
federal countries.?

iii. Conditionality of Grants. Many of the important grants have included some
element of conditionality in them. In other words, the federal government

* through the use of its spending power has imposed conditions on the use of

grants with the intention of influencing the behaviour of the provinces in areas
of exclusive provincial jurisdiction. The conditionality has often, but not
always, been accompanied by cost-sharing provisions.

iv. Tax Harmonization. Both the federal and provincial governments collect a
wide variety of taxes and some major tax fields are co-occupied by the two
levels of government. For instance, both governments occupy the Iucrative
income tax fields, both individual and corporate, Other taxes have been oc-
cupied mainly by one Ievel only. For instance, resource taxes are now virtually
solely levied by the provinces, as are property taxes. Both levels of government
use sales taxes, but at the moment they are on considerably different bases, the
provinces using the retail level and the federal government using the manufac-
turing level. In the case of the co-occupied income tax fields, a considerable
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degree of tax harmonization has been achieved in the sense that common bases
have been adhered to by the federal and most provincial governments for both
the individual and the corporation income taxes. The system undoubtedly owes
its existernice to the Wartime Tax Rentals Agreements when the federal govern-
ment was the sole occupant of the income tax fields and imposed a common
income tax system across the ccountry.3 As yet, no comparable system of
harmonization has emerged for any other tax source. Note that tax harmoniza-
tion is a qualitative term referring to the degree of uniformity of the tax system
across the federation. In the case of a co-occupied tax base, it ideally applies to
both levels of government. The concept and purpose of tax harmonization will
be discussed further below.

The primary instruments for achieving the above four outcomes are the major
federal-provincial transfers and the Tax Collection Agreements. There are
currently three major programs which account for the lion’s share of federal-
provincial transfers and which jointly contribute to the first three of the above
characteristics. They are Equalization, EPF and the Canada Assistance Plan
(CAP). 1t is rather important to recognize that these three programs jointly
contribute to several objectives. The Equalization program is designed expli-
citly to be horizontally redistributive in the sense that it provides payments to
have-not provinces according to how far their tax capacities fall short of the
average for five provinces (British Columbia, Saskatchewan, Manitoba,
Ontario and Quebec). However, it is not a purely redistributive scheme or a
"net" scheme to use the term of economists. Such a scheme would finance
payments to have-not provinces with revenues from have provinces with no
additional financing required from the federal government. Instead, Equaliza-
tion is a "gross" scheme since payments to have-not provinces are financed from
general revenues. As such, it incorporates an element of vertical redistribution

The EPF system combines a number of the above features. It is an equal per
capita transfer provided to all provinces by a combination of cash grants and
tax transfers and financed out of federal general revenues. It is the largest form
of transfers and contributes heavily to the vertical imbalance of the fiscal
system. However, it is at the same time redistributive and conditional. Its
redistributive aspects arise from the fact that the combination of general
revenue financing and equal per capita grants imply that have-not provinces
receive proportionately more per capita than have provinces.4 Indeed, as has
been pointed out elsewhere, in many ways it is potentially as effective an
equalization device as the Equalization system itself.” EPF grants are also
conditional. The Canada Health Act, like its predecessors the Hospital Services
and Diagnostics Act and the Medical Insurance Act, provides for reduced cash
payments to the provinces if the provincial health insurance programs do not
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fully satisfy certain criteria. The Act also provides for financial penalties in the
eveni that health professionals are allowed 10 engage in extra billing of patients
or user charges are imposed for the use of health services.

The third major transfer is CAP, which is a matching conditional grant based
on provincial expenditures for social assistance and social services. As well as
being conditional this program also contributes to the equalizing feature of the
general system of grants in a way that is complementary with the Equalization
program. One of the criticisms of the Equalization scheme is that it does not
treat negative taxes (transfers) symmetrically with taxes in determining the tax
capacity of provinces.6 The CAP system effectively redistributes according to
one component of negative taxes, i.e., welfare payments and therefore can be
seen as making equalization more complete.

As mentioned, the fourth characteristic feature of the Canadian federal fiscal
system is tax harmonization. Tax harmoenization has a number of dimensions
and admits of varying degrees, and, as such, it has tended to be used rather
loosely in policy discussion. Broadly speaking it refers to the amount of
similarity achieved in tax systems across jurisdictions. The jurisdictions can be
different countries, as in the European Economic Community, or they can be
provinces and the federal government, as in Canada. Tax harmonization can
apply to the definition of tax bases; indeed, that is the most common use.
Proposals for harmonizing income laxes in the EEC have concentrated on
harmonizing corporate income tax bases. There are a number of economic
advantages to harmonizing tax bases across jurisdictions when taxpayers can
operate in more than one jurisdiction. The possibilities for inefficiencies in
resource allocation arising from the use of selective tax measures are reduced
as are opportunities for tax arbitrage, tax avoidance and relocation for tax
purposes, all of which are wasteful. Finally, a common base simplifies the tax
system and reduces compliance costs for taxpayers.

‘Tax harmonization can also apply to tax rates, either the rate structure or rate
levels. For example, in the case of the income tax applying to persons, harmoni-
zation of the rate structure prevents tax structure changes being used competi-
tively by different jurisdictions to attract high income persons or discourage
low income persons. Uniformity in levels of tax rates reduces the possibility of
inefficient allocations of resources across jurisdictions. In the case of different
countries, the benefits of tax harmonization are usually reckoned in terms of
the efficiency of investment allocation across countries since capital is rela-
tively free to move from one place to another while labour is not. However, in
a federation with a common market in both labour and capital, tax harmoniza-
tion can have benefits in terms of eliminating possible inefficiencies in the
allocation of labour across provinces as well as capital.
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Tax harmonizaticn in Canada is much further advanced in the income tax
field than in other federanons {or common markets) in which more than one
income tax jurisdiction exists. "Itis accomplished by the system of income Tax
Collection Agreements negotiated by the federal government with each partici-
pating province under the authority of the Federal-Provincial Fiscal Armrange-
ments and Federal Post-Secondary Education and Health Contribution Act.
According to these Agreements, the federal government collects taxes on behalf
of the provinces provided the provinces agree to adhere to the federal tax base
and, in the case of the individual income tax, to the rate structure as well.
Provinces are allowed to set their own rate levels by applying their chosen rate
to federal taxes payable in the case of the individual income tax and 1o taxable
income in the case of the corporation income tax. In addition, the federal
government will admmlster non-discriminatory tax credits” for the provinces
in return for a small fee.? Quebec remains outside the Agreements for both
income taxes and both Alberta and Ontario collect their own corporate taxes.
Despite this, all provinces adhere to a virtually nniform base for the corporate
tax, though Quebec’s personal tax base deviates somewhat from the federal one.
The result is a high degree of harmonization of income tax bases that results in
an economical system of tax administration and minimizes tax distortions
within the Canadian common market. Alas, such harmonization exists only for
income taxes. The other major taxes, sales and excise taxes, resources taxes,
and property taxes remain largely unharmonized.

Income tax rates are also harmonized to some extent. For the personal tax,
all provinces but Quebec must adhere to the federal rate structure as a condition
for joining the Tax Collection Agreements. For the corporate tax, a preferential
tax rate applies to small businesses and to manufacturing and processing. These
differential rates are actually administered through the base by means of a
deduction. Participants to the Tax Collection Agreements who wish to apply
differential rates must effectively do so in a similar way, Even non-participating
provinces have applied similar differential rates to those used by the federal
government. The setting of rate levels is decentralized to the provinces. Even
here, some harmonization is achieved indirectly. Because of the Equalization
and EPF schemes (as well as other redistributive transfers) the tax capacities of
provinces are made more egual, Presumably tax rates would show much more
divergence in the absence of these transfers than they do now.

By and large, the above system of federal-provincial finances has led to a
‘situation in which the provinces have been facilitated in their ability to provide
a relatively uniform standard of public services in their rather important areas
of jurisdiction, which include virtually all health, welfare and education serv-
ices, As well, the system of taxes, though not identical across provinces, is
nonetheless quite uniform, both in the composition of the base and rate structure
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and in the rate levels across provinces. This has led to a fairly efficiently
functioning common economic market within Canada, There are, however,
some signs that that uniformity is gradually being eroded as more and more
special measures are being administered within the Tax Collection Agreements.
These include not only tax credits under the individual and corporate tax
systems, but also a variety of rebates and surcharges. As well, and as discussed
further below, the allowance of flat rates in some provinces violates the use of
a common base which had been a key feature of the Tax Collection Agreements.
Part of the thrust of this paper is that this gradual fragmentation of tax harmoni-
zation is a natural consequence of the growing share of the tax room occupied
by the provinces.

In order to identify the tensions that may exist in the system in the near future,
it is useful to present a few selective bui illustrative facts which indicate some
of the changes that have been taking place over time and the constraints that
policy-makers face in addressing such concerns as the federal budget deficit.

The main concern facing the federal government is the stock of outstanding
public debt and its annual increase, the budget deficit. The arithmetic of the
debt and the deficit is deceptively simple. At the end of the current fiscal year
(1988 89) the debt will amount to $320 billion, which is about 54 per cent of
GDP.? This is up from about $81 billion, or 28 per cent of GDP, in 1980-81.
According to the recent budget, the debt-to-GDP ratio will continue to grow
over the next three years. From an economic point of view, this debt can be
looked at as a repository for private wealth that would otherwise be held as
productive capital or net foreign assets. This "crowding out” of real capital by
the existence of the public debt results in Iower rates of growth and productivity
than would otherwise be the case.'® In addition, it imposes a requircment to
raise more taxes in the future, which themselves distort the economy and reduce
its efficiency.

This large stock of debt implies sizeable debt servicing charges, whose
magnitude obviously varies with the rate of interest. For 1988-89, debt service
charges are $33.0 billion. As a percentage of budgetary expenditures (inclusive
of debt service), this amounts to almost 25 per cent (or equivalently 33 per cent
of non-debt expenditures). As a percentage of revenues, debt charges are almost
32 per cent and are expected to rise to 35 per cent in the coming fiscal year,
This represents a significant additional tax burden for the economy to bear.
Compare this with 1980-81 where debt charges were less than $11 billion,
which was about 17 per cent of budgetary expenditures and 22 per cent of
budgetary revenues. One must be somewhat careful in interpreting these
figures for policy purpose since some of the interest charge represents a purely
inflationary component. However, even correcting for inflation it is likely that
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interest costs are much higher as a proportion of federal revenue in 1988-89
compared with 1980-81 since real interest rates are much higher.

The stock of debt is the cumulative total of past deficits. For 1988-89, the
deficit was $28.9 billion, expected to rise to $30.5 billion for the current year.
This will, of course, add to the stock of debt in the subsequent year and to the
debt charges. It is most useful to put this deficit in perspective by relating it to
the major categories of spending in the budget. This will help to indicate the
constraints faced by the government. For 1988-89, total budgetary expenditures
of the federal government were $133 billion. This amount can be broken down
into five major categorics of comparable orders of magnitude as follows:

expenditures on goods and services $27.3 billion (20.5 per cent)
transfers to persons $30.0 billion (22.6 per cent)
transfers to other levels of government $24.3 billion (18.3 per cent)
other transfers (including to firms) $18.4 billion {13.8 per cent)
interest on the public debt $33.0 billion (24.8 per cent)

These numbers might be compared not only with one another, but also with the
size of the budget deficit of $28.9 billion. The options that these figures suggest
for addressing the deficit will be returned to below.

The above figures are for the federal budget alone. In discussing the impli-
cations of budgetary policy for intergovernmental relations, it is also useful to
present some simple facts about the relative size of the federal government
compared with the provinces. From the above data, we see that federal spending
for its own purposes (net of intergovernmental transfers) is $108.3 billion. Net
of interest charges on the public debt, itis only $75.3 billion. For the same year,
provincial and municipal spending is over $120 billion, of which about $80
billion is attributable to the provincial level alone. (For 1980-81, federal
government expenditures net of intergovernmental grants were about $48
billion, compared with about $61 billion for the provinces and municipalities).
Thus, expenditure responsibilities in the aggregate are higher at the provincial
and local level combined than at the federal level and expenditures at the
provincial level alone are comparable with those at the federal level.

The situation is somewhat different on the revenue side owing to the con-
tineing importance of intergovernmental grants, For the year 1987-88, the
federal government collected about 62 per cent of personal tax revenues and
about 67 per cent of corporate tax revenues, while the provinces collected the
rest. Twenty years ago, the corresponding proportions were 71 per cent and 77
per cent. For general sales taxes, on the other hand, the federal government
collected about 48 per cent in 1987-88 compared with 56 per cent 20 years
earlier. Thus, the federal share of the tax room of these major tax sources has
been falling over the years as provinces assume greater and greater expenditure
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responsibilities. Of particular note is the fact that the federal government has
been able to retain well over half of the income tax room, but has fallen below
half in the general sales tax area.!! As discussed further below, these numbers
will continue to change into the future as provincial government expenditures
grow in relative size. In addition, both federal deficit reduction policy and tax
reform policies will influence the allocation of tax room in ways which may be
largely irreversible, '
The final dimension of the institutional setting to address is the constitutional
_one. The constitutional amendments enacted in the Constitution Act of 1982
have been discussed largely from the political and legal perspectives and the
changes in those dimensions were obviously very important. However, the Act
also included a number of amendments of economic significance whose con-
sequences are likely to be felt only over a longer period of time. The devolution
of authority and taxing power over non-rencwable resources affects economic
responsibilities within the federation, though it could be argued that they really
only formalize what has been the practice in recent years. Various items in the
Charter of Rights and Freedoms have potential economic significance, such as
the equality provision and the mobility provision. But, from the point of view
of federal-provincial fiscal relations, probably the most important and least
discussed provisions are those found in Section 36 entitled "EQUALIZATION
AND REGIONAL DISPARITIES." -

Section 36 consists of two parts. According to Section 36(1), the federal and
provincial governments are jointly committed to

a) promoting equal opportunities for the well-being of Canadians;

b) furthering economic development to reduce regional disparity in oppor-
tunities; and

¢) providing essential public services of reasonable quality to all Canadi-
ans. -

Rather than simply enunciating permissible actions by governments, Section
36(1) actually imposes obligations on the two levels of governments. From the
point of view of federal-provincial fiscal responsibilities, this section, espe-
cially 36(1)(a), elevates the pursuit of equity to a national objective thereby
providing constitutional justification to actions of both levels of government
which can be seen to have equity as an objective. As we discuss again below,
this, along with part (c) it can be argued, provide explicit and powerful
justification for the use of the spending power by the federal government, since
it is possible to argue that it is almost always used with an equity objective in
mind. '
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Section 36(2) imposes even further obligations on government, this time the
federal government, It reads as follows:

Parliament and the government of Canada are committed to the principle of
making equalization payments to ensure that provincial governments have suffi-
cient revenues to provide reasonably comparable levels of public services at
reasonably comparable levels of taxation.

This obligation, which harks back to advice given by the Rowell-Sirois Royal
Commission [1940], seems to be a very powerful one indeed. If interpreted
literally, it would impose serious constraints on the role of the federal govern-
ment in its fiscal relations with the provinces and has implications for not only
the formal Equalization scheme, but also for other transfers as well.

It is not at all obvious what the legal implications of Section 36 will be. One
noted constitutional expert, Peter Hogg, has suggested that because of its
vagueness and political nature, Section 36(2) may not be justiciable. At most,
it may represent a political obligation. At the same time, he argues that Section
36(1) may serve to support the federal use of the spending power in areas of
exclusive provincial jurisdiction.12 In any case, it is important that we judge
the current deficit reduction exercise in the context of the constitutional obliga-
tions of Sections 36(1) and 36(2) alike, whether those obligations be of a
Judicial nature, or merely political ones.

What makes the extensive commitments of Section 36 particularly difficult
for the federal government to fulfil is the fact that the sources of inéquality and
the instruments for dealing with it are not entirely within the direct control of
the federal government. The federal government currently has little access to
the tax source which is responsible for the greatest interprovincial disparities
in tax capacity, viz., resource taxation. Indeed, the Mulroney Conservative
government in its first term largely abandoned its claim to resource revenues at
considerable revenue cost to itself by turning access to resource revenues over
to the provinces. Furthermore, despite the shared responsibility for providing
essential public services (Section 36(1)) and for enabling all provinces to
provide comparable public services, the provision of some of the most impor-
tant public services, particularly those that contribute to equity goals, lies within
the exclusive jurisdiction of the provinces.

We turn now to a brief examination of the policy options currently facing the
federal government in its quest to reduce the deficit.

CURRENT POLICY ISSUES AND OPTIONS FOR DEFICIT
REDUCTION

As is obvious from the data presented above, one way to look at the problem
of the federal deficit is essentially as a problem of the stock of debt accumulated
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in the past. Debt service charges (i.e., interest payments to holders of the debt)
are larger than the deficit itself. In other words, tax revenues are more than
enough to cover all non-interest expenditures of the government, including
spending on goods and services as well as transfers to individuals and govern-
ments. Thus, it could be argued that from a long-run structural point of view,
government expenditures are not out of line with tax revenues. If the debt were
paid off, the government would be raising enough revenue by taxes to cover all
expenditures.

The issue of whether or not to run down the debt is essentially a policy
decision. In principle, the existing stock of debt could be carried and its carrying
cost (interest) could be continually covered by taxes. As long as the stock of
debt was not increased by further annual budget deficits, such a situation could
go on indefinitely. The case for reducing the debt is based on two arguments.
First, as already mentioned, many economists believe that public debt crowds
out private capital and therefore reduces productivity and output in the
economy. The magnitudes involved can be significant. Second, the requirement
to finance the interest on the debt by taxes imposes a further drag on the
economy since additional taxes mean higher marginal tax rates and lower
incentives for productive activity. The case against reducing the debt is that to
do so involves a redistribution against the current generations and in favour of
future ones. That is, the long run gains from having a higher capital stock and
lower tax distortions can only be achieved after considerable short run costs to
the taxpaying generations at the time the debt is run down. Thus, the case for
reducing the debt is not a clear cut one. It depends on how one trades off the
above effects. It would certainly be a feasible option 10, say, stabilize the
existing stock of debt and aim not to increase it in the future. However, the
government has opted to reduce the debt-10-GDP ratio over a period of time,
and our discussion is predicated on that objective.

The running down of the stock of debt could be done in a variety of ways.
Taxes could be temporarily raised, or expenditures could be reduced. Expendi-
ture reductions could take several forms. There could be reduced spending on
goods and services, reduced transfers to individuals (or firms), or reduced
transfers to other levels of government. From a purely economic point of view,

transfers to individuals are analogous to "negative” taxes rather than to expen-
8 2 p

ditures on goods and services. Indeed, some economists have suggested that the
government budget could more usefully be written by including only govern-
ment expenditures on goods and services as expenditures and movmg alt
transfers over to the revenue side of the budget (as negative nems) By this
argument, reducing transfers would be equivalent to raising taxes as means for
reducing the deficit, except that the distributive consequences may differ
depending on how taxes were raised and transfers reduced. There might be an
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expectation that tax increases would tend to come more at the expense of the
better off and transfer reductions at the expense of the worse off. However, that
need not be the case. Some rationalization of the transfer system could be
achieved by reducing the transfers accruing 1o those who do not rely on them
(i.e., by restricting their universality). At the same time, reducing inter-
governmental transfers would simply pass the deficit reduction problem onto
the provinces. They would have to choose among increasing taxes, reducing
expenditures on goods and services, and reducing transfers as responses.

Given that the deficit reflects interest costs alone, one could legitimately
make the case that an appropriate way for a rational government to run down
the stock of debt would be to increase taxes temporarily to pay off that debt and
then reduce taxes as the debt is paid off. That would leave the government free
to determine expenditure levels based on the need for those expenditures rather
than on temporary deficit reduction criteria. Following the above reasoning,
one could even interpret reduced transfers as equivalent to increased taxes and
include them as temporary deficit reduction measures.

The argument against relying on tax increases to run down the stock of debt
is the political economy one that so-called temporary tax increases are difficult
to keep temporary. Once tax rates are increased, it is difficult to decrease them
at a later date. From this perspective, the use by the federal government of
temporary surcharges makes considerable sense from the pure visibility point
of view. Presumably tax increases by surcharge stand a better chance of being
temporary than do general rate increases. Furthermore, temporary surcharges
have a considerable advantage for the federal government (and a corresponding
disadvantage for the provinces) since they can be applied fully on federal taxes
payable with no revenue implications for the provincial governments. Under
these circumstances, they fully represent increases in the tax room occupied by
the federal government. The provinces might legitimately take issue with the
use of surcharges as running against the spirit of income tax harmonization. On
the other hand, if the purpose of increased tax revenue is to run down the federal
debt, it might seem sensible that this be done by a temporary increase in the tax
room available to the federal government.

Many economists are of the uncompromising view that expenditure reduc-
tions are the appropriate way to reduce the government deficit,'* This seems to
me not to be a necessary consequence of the economic principles involved.
Instead it reflects more a view about the size of government than about the size
of the deficit.

From the point of view of federal-provincial fiscal relations, the most
important consequence that deficit reduction will have is its effect on the longer

‘run division of tax room between the two levels of government and, equiv-

alently, on the magnitude of vertical redistribution through federal-provincial
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transfers. As discussed in the following section, given the underlying expendi-
ture responsibilities of the two levels of government, the division of tax room
and the level of federal-provincial transfer payments are of considerable impor-
tance for the shape of federal-provincial fiscal relations. They have evolved in
the past from a setting in which the federal government has assumed a promi-
nent role. Recall that, even in the absence of a deficit problem, provincial tax
room has gradually grown relative to that of the federal government. Yet, a
sizeable amount of federal-provincial transfers have been maintained.

The effect of deficit reduction on the allocation of tax room depends signif-
icantly upon how the deficit reduction is achieved. As mentioned, if temporary
tax increases are used, the gradual decay of federal tax room will be partially
arrested, if only temporarily. This would be especially true if the tax increases
came about via surcharges to which the provincial tax rates did not apply. These
surcharges represent a pure increase in federal tax room.

Deficit reduction occurring through the expenditure side can have different
consequences for the allocation of tax room depending upon the category of
expenditures involved. Reductions in spending on goods and services or on
transfers to individuals {(or firms) reduce the size of the federal government with
no effect on the division of tax room. Thus, relative to tax increases, this will
result in Iess tax room for the federal government, Such will be the shorter run
effect. Only to the extent that the change is permanent will it persist into the
Iong run.

The more dramatic change in the allocation of tax room would result from
reducing the deficit by cutting intergovernmental transfers. Given the relative
magnitndes of the deficit and the size of these transfers, this category of
government expenditures must be a very iempting target indeed. Recall that
such transfers are close in magnitnde to the size of the federal deficit. Relative
to reducing the deficit by tax increases or by reductions in other government
expenditures, this would result eventually in a significant transfer of tax room
to the provinces. Indeed, depending on how the provinces respond, the tax room
transfers could be as large as the fall in transfers themselves. This would be the
case to the extent that the provinces responded by raising their own taxes to
cover the revenue reduction rather than by reducing expenditures. The reallo-
cation of tax room involved in reducing federal-provincial transfers would
tikely be irreversible in the longer run for all practical purposes. Furthermore,
it would likely result in the provinces attaining at least a comparable share of
income tax room as the federal government.

* Not surprisingly, the federal government has used a combination of all of the
above measures to attempt to reduce the deficit. By far the largest share scems
to have been borne by tax increases, especially if one interprets that portion as
including reductions in transfers to persons. There has been some arresting of
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the growth of particular categories of spending on goods and services (e.g.,
defense). As well, there has been reduction of one percentage point in the annual
rate of growth of EPF transfers. This, on top of the natural evolution of the tax
room allocation which has been occurring in the provinces’ favour over the past
several years serves to accelerate in a seemingly irreversible way the growing
importance of the provinces as revenue raisers relative to the federal govern-
ment.

This rearrangement of the tax room (as well as its consequences) will further
be affected by the measures of tax reform currently in the process of being
implemented by the federal government. Tax reform is being implemented in
two phases. Phase I, which is largely complete, involves the income tax system.
This phase can be roughly characterized as a combination of base broadening
and rate reductions for both the individual and corporation income taxes, as
well as some reallocation of the share of revenues from individual to corpora-
tion taxes. As such, it will have no great effect on the allocation of tax room
since it is intended to be revenue-neutral. However, the reallocation from
personal to corporate revenues could have some eroding effect on federal
personal tax room depending on how the provinces respond. For example, there
is some evidence that some provinces (e.g., Ontario) will, or have, increased
their personal income tax rates in response to the federal reduction.

The tax reform will, of course, directly affect provincial income tax struc-
tures, at least for those that participate in the Tax Collection Agreements. All
such provinces must abide by the federal income tax base. Although this will
be of no immediate consequence for federal-provincial fiscal relations it could
result in some strain in the Tax Collection Agreements depending on how the
provinces perceive the reforms themselves. Provinces have for some time
expressed some concern over the lack of control they have over tax policies
within their own jurisdictions. The federal government retains effective uni-
lateral control over the base and rate structure of the income taxes. Given the

* considerably lesser predominance of the federal government in the income tax

fields compared with when the Tax Collection Agreements began, provinces
may become less and less willing to accept sole federal authority over the
determination of the income tax bases in the future, This is discussed further in
the next section.

Phase II of the tax reform may, however, be of more direct consequence for
federal-provincial fiscal relations, The most obvious reason is that the introduc-
tion of a federal multi-stage sales tax up to and including sales at the retail level
effectively means that the two levels of government are co-occupying the retail
sales tax field.'> When the federal sales tax is introduced, the federal and
various provincial sales taxes will differ considerably. In addition to being a

- multi-stage rather than a single-stage tax, the federal tax will be much more
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broadly-based and will include services, for example. At the same time, the
federal tax will be purged of taxes on producer inputs, including those capital
goods which have been captured in the manufacturers sales tax net. Provincial
sales taxes, being single-stage, are unable easily to avoid taxing producer inputs
entirely. Indeed, Ontario has claimed that the revenues it would gain by
broadening the base under a multi-stage tax would be lost by eliminating the
implicit tax on. producer durables. Thus, to attain the same revenue it would
have to keep the same sales tax rate, In addition, the rate structure and set of

-exemptions will differ considerably across jurisdictions and retailers will be

faced with collecting two quite different taxes.

The economic case for harmonizing sales taxes will be very strong indeed.
That would presumably have to be accomplished by the provinces adopting a
form of tax similar to that of the federal government, an eventuality that the
provinces are currenily resisting. It is hard to imagine the two tax Systems
persisting indefinitely. A common multi-stage tax would preferably have a
similar base across jurisdictions, though the rates and exemptions could differ
somewhat. In designing a multi-stage tax, it is always desirable to have as little
differentiation in the rates as possible for reasons which have been discussed
by the federal government in its White Paper on sales tax reform. When many
jurisdictions are involved, there are additional reasons for keeping down the
number of different rates, particularly across jurisdictions. Some of the taxes
levied at earlier siages in the production process in one jurisdiction end up being
credited in other jurisdictions. Some mechanism is needed for ensuring that the
credits end up being charged to the initial jurisdiction. The government sug-
gested a clearing house mechanism for doing this involving the use of invoices
recorded by sellers. Such a mechanism becomes more difficult to administer
the more diversity there is across jurisdictions. In addition, cross-border shop-
ping to reduce tax liabilities becomes more prevalent the greater are the
differences in tax rates across jurisdictions. It is essentially for these reasons
that the European Economic Community, as part of their process of VAT
harmonization, has attempted to reduce the range of rates across countries.

A single collection authority would presumably be highly desirable, espe-
cially for the taxpayers. It would reduce the cost of compliance as well as of
collection for the governments involved. This suggests that a form of Tax
Collection Agreement for the sales tax would be appropriate. However, in one
significant way a sales Tax Collection Agreement is likely to differ from the
existing income Tax Collection Agreements. Given the existing occupation of
the same base by the provinces and given that they have more than half of the
sales tax room, it seems unlikely that they would be willing to turn over
unilateral control of the tax base to the federal government. Nor would that be
entirely necessary since, for the sales tax, a deviation from the base by a
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province {(e.g., by a zero tax rate on a commodity) could be readily accommo-
dated by the tax administrators. Whether this decentralization of tax base setting
under a harmonized sales tax has spillover effects on the income tax agreements
is an open question. The maintenance of a common base is essential for the
income tax unlike the sales tax. However, whether that base must be unilaterally
controlled by the federal government is another matter.

The second effect of Phase 1T on federal-provincial fiscal relations is some-
what more subtle and speculative. The implementation of a general multi-stage
sales lax on consumption opens up a major new tax source for the federal
government which is complementary with the existing individual income tax.'®
Despite the fact that the sales tax initially only substitutes for revenue obtained
from the existing manufacturers sales tax, it is quite likely that, once the tax is
in place, the "tax mix" will change. That is, it will shift away from income -
(direct) taxation towards sales (indirect) taxation. Economists would probably
generally applaud such a move, particularly the growing number who think
consumption rather than income to be the more suitable object of taxation. This
shift will increase the proportion of sales tax room occupied by the federal
government, while at the same time reducing the income tax room. The federal
government could soon end up with less than half the tax room of both types
from such a change when combined with a reduction in federal transfers.

Thus, the combination of deficit reduction plus tax reform could result in a
significant reallocation of income tax room in favour of the provinces. Pre-
sumably this is not being done intentionally. Let us now finally wn to the
consequences of such a change.

SOME CONSEQUENCES OF THE EVOLUTION OF TAX ROOM
CHANGES FOR FEDERAL-PROVINCIAL FISCAL RELATIONS

The burden of the above discussion is that the existing system of federal-
provincial fiscal relations was begun at a time when the federal government had
a predominant fiscal role in the Canadian federation. Its expenditurcs were
Iarger than those of the provinces and it occupied a high proporiion of the tax
room. Indeed, in the immediate post-war period, the federal government oc-
cupied all of the income tax room. Things have evolved considerably since then.
Provincial expenditure responsibilities have grown relative to those of the
federal government largely owing to their constitutionally designated role in
the health, education, and welfare areas. Now, provincial expenditures-are
comparable in size to the federal government and much larger if municipal
expenditures are included. This trend is likely to continue in the future. None-
theless, the federal government has continued to occupy more of the income
tax room than the provinces and to maintain a large system of federal-provincial
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transfers. Of course, the two are interdependent. In the absence of such trans-
fers, federal tax room would be correspondingly smaller. Depending on how
the provinces would make up their absent transfer revenues, they could end up
dominating the income tax fields in the same way that they dominate the sales
tax field already.

This evolution of fiscal power to the provinces is likely to continue in the
absence of structural changes. As implied by the discussion of the earlier
sections, the reallocation of tax room would be accelerated by two current
policy developments. The first is the response to the deficit (debt) problems of
the government. To the extent that reductions in federal transfers to the prov-
inces (e.g., EPF grants) are used to reduce the deficit, tax room will be shifted
from the federal government to the provinces. Second, phase II of the current
tax reform involving the institution of a multi-stage retail sales tax in place of
the Manufacturers Sales Tax may well eventually lead to a change in the federal
tax mix in favour of indirect taxation at the expense of direct 1axation. To the
extent that this occurs, it will further erode the predominant position of the
federal government in the income tax fields, probably in an irreversible manner.
The question is: what difference should it make if fiscal power evolves to the
provinces? The remainder of this paper will be devoted to some speculative
comments in response to that question.

Given the relatively large expenditure responsibilities of the provincial (and
municipal) governments, the continued occupation of a significant proportion
of tax room by the federal government of necessity entails a sizeable contribu-
tion by the federal government of transfers to the provinces. The maintenance
of a dominant position by the federal government in the allocation of the tax
- room and thus in the transfer of funds to the provinces, is of critical importance
for the shape of federal-provincial fiscal relations for a number of reasons, Here,
we single out three reasons though there are undoubtedly others of importance,
such as the implications for the ability of the federal government to conduct an
effective stabilization (fiscal) policy. The three we single out are chosen for
their relevance to the traditional fiscal-federalism arguments for grants. In the
Canadian context they take on a particular relevance because of recent amend-
ments to the constitution. Each of the three is considered in turn.

1. The Equalization Responsibility of the Federal Government

Equalization in one form or another has been a feature of the Canadian fiscal
system since Confederation. The present system evolved out of the fiscal
‘arrangements of the Second World War and continues to be one of the main
components of federal-provincial fiscal relations. The principle of equalization
has been carefully and systematically analyzed by economists. A considerable
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amount of agreement has been reached concerning the case for equalization and
the form it should take.

Simply put, the economic arguments are as follows. In a federal state, the
efficient allocation of resources among the provinces and the equitable treat-
ment of like persons regardless of residence both require that there be no
advantages resulting from provincial fiscal activities which favour living in one
province rather than another. The climination of these so-called net fiscal
benefits (NFBs) involves at least the equalization of differences in tax capaci-
ties (the ability to raise revenues at comparable tax rates). It could also involve
eliminating differences in the need for or cost of providing similar public
services. In short, the economic analysis provides support for the dictum tha;
provinces should be able to provide equivalent public services at equlvalent tax
rates.

There are a variety of ways that this equalization could, in principle, be
accomplished. One way would be for the federal government to administer a
set of purely redistributive transfers from those provinces with higher than
average NFBs to those with lower than average. This is referred to as a net
scheme and involves no federal funds at all. It has the disadvantage that it
requires payments from the above-average provinces into the scheme, Such a
system has not been used in Canada, although it has in the Federal Republic of
Germany.

The alternative is the gross system whereby the federal government makes
payments to the provinces according to their tax capacities, and possibly need
and cost factors. This is the system that has been used in Canada. In the limit,
the gross system could achieve full equalization by the federal government
collecting all the taxes on behalf of the provinces and turning enough grants
over 1o each province so as to enable each province to provide equivalent levels
of public services. The Australian system approaches this because of the
predominance of the federal government in the most important tax ficlds (see
Bird, 1985). Such a system has been characterized as replicating the financial
arrangements of a unitary state, including the efficiency and equity properties
thereof, while at the same time reaping the benefits of decentralized decision
making in the federation. In other words, the provinces would have the potential
o provide equivalent public services at equivalent tax rates if they so choose,
‘but may choose not to.

Naturally, this extreme form of equalization does not exist in Canada. The
Equalization system equalizes the "have-not" provinces up, but not to the
national average. It does not equalize the "have" provinces down. At the same
time it can be seen that the EPF system goes part way in the direction of the
unitary state model outlined above and other grants, such as the CAP, augment
equalization further. Thus, the practice of equalization works in the direction
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that would be advocated on the basis of economic arguments alone, but it is not
complete,

As has been mentioned before the principle of equalization has now been
included in the constitution by virtue of Section 36(2) of the Constitution Act,
1982. The wording of Section 36(2) is fully in line with the economic argument
for equalization, though with somewhat more flexibility in interpretation.
Nonetheless, it does impose an obligation on the federal government that, if
interpreted as an economist might interpret it, involves an equalization system
of a fairly wide-ranging sort. By committing the federal government to the
principle of making equalization payments to enable the provinces to provide
reasonably comparable levels of public services at reasonably comparable
levels of taxation, it suggests at least three characteristics of equalization. First,
the system must be a gross one since it requires the federal government to make
paymenis to the provinces. Thus, for example, it might be difficult to affect
equalization through the personal tax system by having differential federal tax
rates across provinces. Second, it commits the federal government to équalizing
the ability of provinces to raise revenues, that is, to equalize on the basis of tax
capacities. That is what the current formal Equalization system does. Third, it
requires some equalizing on the ability to provide public services that may
differ across provinces by need or cost.

Once the potential extent of the obligation is recognized, it is apparent that
the equalization committment involves more than the Equalization system per
se. Other programs must be seen as contributing to the equalization objective.
The EPF program does so directly and in a way which is complementary with
Equalization. For example, the EPF program effectively equalizes all provinces
towards the mean and not just the "have-nots". In the extreme, if all provincial
funds were obtained as equal per capita transfers (the formula used by EPF),
tax capacities would be fully equalized. The CAP program can be seen both as
equalizing by need and cost, as well as incorporating an element of tax capacxty
that is missing from the Equalization scheme, i.¢., negative tax liabilities.'® In
fact, almost any shared-cost grant program could be interpreted as contnbunng
to the equalization objective,

The implications of the commitment of Section 36(2) are potentially far-
reaching. If this Section is interpreted as has been suggested above, that is, as
imposing at least a political obligation on the federal government, this neces-
sarily implies a continuing system of federal-provincial transfers of consider-
able magnitude and the tax room required to finance them. This is clearly
incompatible with treating federal-provincial transfers as, deficit reduction
instraments. This conclusion is further strengthened by the last two reasons for
the importance of the federal government maintaining its share of the tax room,
to which we now turn. '
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2. The Equity Obligations of the Federal Government

Just as a reduction in the tax room of the federal government would reduce the
ability of the federal government to fulfill its equalization commitments under
Section 36(2) of the Constitution Act, so it woukl make it more difficult to
pursue the obligations outlined in Section 36(1}. These obligations are every
bit as far reaching as the equalization ones. Recall that Section 36(1) gives the
federal government, along with the provinces, responsibility for pursuing
equity. More precisely, it commits them jointly to equality of opportunity,
regional development, and the provision of essential public services.

The fulfillment of these objectives is no simple task. Unlike with income
redistribution objectives, it requires more than the use of tax-transfer policies,
although this is certainly one useful instrument available to both governments
for achieving equity. More generally, the pursuit of equity can be argued on
economic grounds to require more than redistributive transfers. It also involves
the provision of in-kind transfers and certain types of public services. This is
recognized in the wording of Section 36(1) by the explicit inclusion of equality
of opportunity and the provision of essential public services.

The difficulty faced by the federal government in achieving the objectives
set out in Section 36(1) is that most of the expenditure instruments available
for addressing equality of opportunity and for pursuing equity through the
provision of essential public services are in the "exclusive" jurisdiction of the
provincial governments. These include many expenditures in the categories of
health, education and welfare. From an economic point of view, a good deal of
public sector involvement in these arcas can be motivated only by equity
considerations. For example, on pure efficiency grounds health insurance could
as well, if not better, be provided by the private sector. All of the economic
efficiency problems of providing health insurance, such as moral hazard and
adverse selection, plague public insurance as well. The public sector role in
providing health insurance comes from an equity, or social insurance, objec-
tive.]® Purthermore, this objective could be used to justify the conditions of
universal and comprehensive access which are written into the Canada Health
Act. The same could be said for public education. It fulfills essentially a
redistributive, or an in-kind transfer, role. There is no particular efficiency
reason why education could not be purely private. The same also applies to
welfare services.

Since these categories of in-kind redistributive transfers are all in the juris-
diction of the provinces, the only way in which the federal government can use
them as instruments for fulfilling their new-found constitutional obligations
under Section 36(1) is by exercising the spending power. From an economic
perspective, Section 36(1) provides ample, indeed almost limitless, justification
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for the use of the spending power in areas of health, education and welfare. The
Meech Lake Accord provisions pale by comparison. As with Section 36(2) itis
not altogether clear that this interpretation was foreseen when the amendments
were being implemented. However, that danger always exists when constitu-
tional provisions include actual obligations on governments rather than simply
circumscribing powers.

The consequence of this equity obligation being imposed on the federal
government (which, granted, may have de facto existed before) combined with
the fact that some of it can only be exercised by the provinces implies that the
use of the spending power must be retained. As with the equalization objective
this requires that the federal government retain enough of the tax room to enable
it to make the possibly large transfers to the provinces to allow for credible use
of the spending power. The retention of a significant share of the tax room is
necessary for this purpose.

3. The Enforcement of Tax Harmonization

Despite the considerable degree of decentralization of taxing authority in
Canada the income tax system remains highly harmonized. All provinces except
Quebec have signed Tax Collection Agreements for the individual income tax.
While Alberta, Ontario, and Quebec, comprising over 3/4 of corporate income,
do not belong to corporate Tax Collection Agreements they nevertheless main-
tain income tax bases that are mearly identical with the federal one. The
agreements require the provinces to adhere to a common income tax base (i.c.,
the federal one). Each province can choose a rate to apply to basic federal tax
in the case of the individual income tax and to taxable income in the case of the
corporation tax. The federal and provincial taxes are jointly collected by
Revenue Canada and payments are made to the provinces according to tax
assessments on behalf of each of them. The federal government bears the cost
of tax collection and of uncollected taxes, but keeps any interest earned. The
federal government is also willing to administer for the provinces "non-
discriminatory” tax credits for a nominal fee, provided they are not too difficult
to implement. (Fhe federal government decides which ones to allow and does
so with considerable discretion since the governing Act does not establish
criteria.)

The corporate Tax Collection Agreements also allow for a common formula
for allocating taxable income among provinces in cases where the same firm
operates in more than one. The share of taxable income attributable to a
province is the average of its share of the wage bill and its share of the revenues
of the firm in the province. This is a significant feature of corporate tax
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harmonization which avoids many complexities of tax administration and
planning found in other jurisdictions.

This system of income tax harmonization, which yields a common base and
rate structure but different rate levels, is unique among federal countries. The
system for corporate taxes is similar to. that aspired to by the European
Economic Community beyond 1992, However, harmonization is restricted to
the income tax bases at the moment, although there is the prospect for sales tax
harmonization now that the federal government is itself entering the retail sales
tax field, Again, the system being proposed across jurisdictions in Canada,
should the provinces agree to implement value added taxes, is similar to thatin
effect in the European Economic Community.

The origins of the Tax Collection Agreements can be accounted for by the
financing arrangements put in place during World War II. Prior to that time
provinces levied their own income taxes on very different bases, resulting in
what the Rowell-Sirois Royal Commission [1940] referred to as a "tax jungle."
The exigencies of warlime finance combined with the disarray of provincial
finances led to the federal government, with the provinces’ consent, "renting"
the income tax fields from the provinces (along with succession duties). That
is, the federal government alone collected income tax revenues at rates suffi-
ciently high to satisfy its own revenue requirements and those of the provinces.
The federal government made unconditional transfers of funds to the provinces
to enable them to meet their expenditure responsibilities. Various options were
available o the provinces for-calculating their entitlements. Interestingly
enough, the formulas allowed for some element of equalization among prov-
inces. '

When the Tax Collection Agreements finally replaced the tax rentals in 1962
it was natural enough 1o retain a common base for all participating governments.
Prior to the Agreements the federal government set acommon tax rate, coliected
the revenues, and turned over to the provinces their entitlements as a transfer,
From a visibility point of view the federal government bore the burden of
collecting all taxes. By devolving the setting of tax rates to the provinces, they
would now be seen to be responsible for deciding their own tax rates. This, of
course, led to diverging tax rates over time, but a common base was maintained.

As time has passed, the income tax bases among agreeing and non-agreeing
provinces alike have remained remarkably similar. Even the rates have not
diverged greatly. This is true despite the fact that income tax room, especially
at the personal level, has gradually been reallocated in favour of the provinces.
Undoubtedly, the lack of divergence in rates is partly attributable to the
extensive set of federal-provincial equalizing transfers that have been put in
place. It may also be partly due to elements of tax competition among provinces
which prevents large divergences in rates.
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In recent years, the Tax Collection Agreements have come under consider-
able and increasing, strain. At various times, several provinces have expressed
discontent over the existing arrangements. One province, Alberta, has chosen
to leave the Agreement, while others have seriously considered doing $0.2° The
sources of discontent are several. Since the federal government controls uni-
laterally the choice of the base, provinces are precluded from using the base for
policy purposes. This was the ostensible reason Alberta gave for leaving their
corporation income Tax Collection Agreement, though they have not yet used
base changes for policy purposes. Provinces must accept federal base changes,
and have done so through many tax reforms over the years. Such base changes
have both policy implications as well as revenue implications. Whether it would
be possible for the determination of the base to be jointly influenced by the two
levels of government is an open question. To some extent now there is pre-
sumably at least consultation between the federal and provincial governments
before tax changes are introduced.

The provinces have also been concerned about the federal government
control of the rate structure, especially for the individual income tax. Some
have suggested (e.g., British Columbia and Ontario) that provinces be allowed
to apply their rate structures to the common base.

Finally, there has been some concern over purely administrative matters,
Some provinces have felt that the federal audit procedures have sometimes
concentrated 0o little on matters of purely provincial concern, such as the
auditing of provincial tax credits and of the allocation of taxable income across
provinces. Given the confidentiality of the audit process, this is obviously
difficult to substantiate. Alberta officials have claimed that the entire cost of
their corporation income tax administration is covered by additional revenues
gained from their own independent audit. Some provinces, especially Ontario,
have also been unhappy with the lag that sometimes has occurred between the
interim payments to them and the amount finally owing. Over the past several
years, interim payments to the provinces under the individual income tax have
tended to be considerably less than the final amount owing to the provinces on
the basis of final assessments.

These concerns of the provinces for more discretion over their own tax
structures have increased gradually over time as they have become more
important in the income tax fields. The only outlet available for autonomous
provincial actions, short of leaving the agreements altogether, has been 1o
increase their use of tax credits. Provincial tax credits, rebates, and surcharges
have increased dramatically in the 1980s resulting in a significant erosion of
the harmonization of the income tax bases, Moreover, the acquiescence of the
federal government in the administration of so-called "flat rate taxes" in
Saskatchewan, Alberta, and Manitoba has opened the possibility for serious
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departures from tax harmonization. Flat taxes are taxes levied on individuals
using a single rate rather than a progressive rate structure. In the case of
provincial flat taxes, the bases used are net income in the case of Saskatchewan
and Manitoba and taxable income in the case of Alberta. These taxes effectively
allow the provinces to levy taxes on their own concept of income rather than
on basic federal taxes. They influence the provincial rate structure and are,

therefore, a violation of at least the spmt if not the law, of the Tax Collection
Agreements,

From an economics point of view, this erosion of the Tax Collection Agree-
ments is unfortunate. Income tax harmonization fulfills a number of objectives.
It reduces the possibility of wasteful tax competition among provinces. It
reduces distortions in the allocation of resources among provinces. It reduces
the incentives to engage in tax planning designed to shift taxable income to low
tax jurisdictions. And, it significantly reduces compliance costs for taxpayers.
Thus, tax harmonization is well worth protecting.

The original success of the existing Tax Collection Agreements was attribu-
table to the fact that they were initiated at a time when the federal government
had been the sole occupant of the income tax fields. It was, therefore, natural
1o retain the same tax bases for the provinces and to allow the federal govern-
ment to exercise unilateral control over base changes in the future, As the
prévinces become more and more important in the income tax fields, the system
is bound to become more and more strained. The growing number of tax credits,
rebates, surcharges, and flat taxes are symptomatic of that. Policy changes of
the federal government which accelerate the reallocation of tax room to the
provinces should be seen in that light, especially ones that may result in the
provinces reaching an equal share to that-of the federal government. They
ultimately weaken the ability of the federal government to enforce tax harmoni-
zation across provinces. At some point, the pressures for disharmony will
become too strong to resist.

CONCLUSION

The arguments of this paper could be summarized as follows. The maintenance
of a substantial degree of tax room by the federal government is of importance
for two reasons. First, it facilitates the harmonization of those tax bases that the
federal government co-occupies with the provinces. Second, it enables the
federal government to continue to make the sorts of federal-provingial transfers
that improve the efficiency and equity of the federal economy while at the same
time retaining the benefits of decentralized provision of public services by the
provinces. We have come to take these two things for granted given that they
have been with us for most of the post-War period.
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Circumstances have changed since the basic federal-provincial fiscal ar-
rangements that are in place now were first introduced. First, the provinces have
gradually become more and more important players in terms of their share of
public sector expenditures and taxes. This is bound to place strains on a fiscal
system which has depended on federal leadership and predominance. Second,
the federal deficit has placed considerable strain on the federal finances, strain
which could be partly relieved by reducing transfers to the provinces and
accelerating the evolution of provincial economic strength. Third, the process
of tax reform itself could lead to a change in tax mix at the federal level and
possibly a further dilution of federal predominance in the income tax fields.
These changes have been taking place without a great deal of discussion as to
their implications for federal-provincial fiscal relations.

At the same time, constitutional changes have been taking place that could
be regarded as centralizing from the point of view of federal-provincial fiscal
relations. The combined effect of Sections 36(1) and 36(2) is to give explicit
recognition to the federal government’s interest in equity and the provision of
essential public services, as well as to impose on the federal government an
obligation to making equalizing transfers of a potentially wide ranging sort.
Although there may be some uncertainty as to the legal obligation this imposes
on the federal government, the existence of a political obligation seems clear.
The combination of this obligation, whose fulfillment requires continuing and
substantial federal-provincial transfers and the economic advantages of tax
harmonization, both suggest that it would be short-sighted for the federal
government {o rely on economizing on federal-provincial transfers to help solve
its current debt problem. Doing so would result in transferring further tax room
to the provinces, probably permanently.

My own view, which may well differ from that of other economists, is as
follows. The existing extent of federal-provincial transfers should be protected.
So should the federal share of tax room under the income tax. This will assist
in meeting the obligations of Section 36 and also in maintaining at least the
existing degree of income tax harmonization, The federal government should
also proceed with full awareness of the federal-provincial consequences in
implementing the goods and services tax. From an economic point of view, the
tax itself is a good one. However, whether or not the provinces join in the system
in the short run it would seem to me to be sensible not to skew the allocation
of tax room unduly in favour of indirect taxes at the federal level and away from
direct ones. The existing system of income tax harmonization should be pro-
tected and, if possible, strengthened. Maintaining a large federal presence is a
necessary condition for that, Harmonization of indirect taxes is less important.
In addition, given that the federal government will not be able unilaterally to
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control the base in any case, it is not as important that federal tax room exceed
provincial tax room.

Debt reduction remains an important objective, In my view, the appropriate
way to achieve that is using tax measures, given the once and for all nature of
the problem. Expenditure reductions, to the extent that they are desirable,
should be viewed as fulfilling long-run structural objectives, such as getting the
public sector-private sector mix in line.

Notes

1.  When the term "provinces” is used in this paper, it will generally be taken
to include the municipalities for fiscal purposes. In a real sense, the
municipalities are the creatures of the provinces and that is so recognized
by the constitution.

2.  There are other federal countries, especially Australia and West Germany,
that undertake policies with at least as great a degree of equalization
among various regions as Canada. In the case of West Germany much of
this is accomplished by redistribution among individuals, although there
is a scheme for interstate equalization transfers. The Australian case is
rather unique in the extent to which interstate redistribution is pursued.

-Much of this redistribution occurs as part of a very high degree of vertical
redistribution from the federal government to the states, This is a resnlt of
the fact that the most lucrative tax fields are sotely occupied by the federal
government and the least by the siates. Unlike Canada, tax fields tend to
be separated by jurisdiction. For a full comparison of fiscal arrangements
among jurisdictions in various federal countries, see Bird (1985, 1986).

- 3. The Wartime Rental Agreements also applied to estate taxes. The federal
government turned over the estate tax field completely to the provinces
with the tax reform of 1971, Now, only Quebec maintains an estate tax.

4. This statement presumes only that total tax liabilities rise with levels of
income and that is compatible with a wide variety of tax structures, even
regressive ones. Thus, the average tax rate (taxes as a proportion of
income) could fall with income levels and yet total taxes could rise with
incomes. Studies of tax incidence in Canada tend to show that the tax
system as a whole is roughly proportional (e.g., Gillespie 1976) and this

. is certainly enough to make EPF redistributive.

5. . See Boadway and Flatters (1982) and Economic Council of Canada

. (1982). :

" 6. See, for example, the report of the Parliamentary Task Force on Federal-

* Provincial Fiscal Relations (1982}, also called the Breau Report.

7.  This is discussed further in Bird (1986).




10.

11.

12,

13,
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The admissibility of the tax credits is determined by officials in the
Department of Finance. Admissibility criteria have not been set down in
the legislation goveming the tax credit agreements. The criteria actually
used are drawn from a memorandum issued by the Minister of Finance in
1981. Credits must be casy to administer, they must not discriminate
against residents of other provinces and they must not disrupt the free flow
of investment across provincial borders. These criteria admit of different
interpretation in particular cases.

These figures and the ones that follow are taken, unless otherwise indi-
cated, from The Fiscal Plan: Controlling the Public Debt, Department of
Finance, Ottawa, 27 April 1989 and The National Finances, Canadian Tax
Foundation, Toronto, various years.

There is some dispute among economists about the extent to which public
borrowing crowds out private investment. There are those who hold that
private savers recognize that public debt is essentially a transfer from
younger 10 older generations, and who will, for altruistic reasons, increase
their saving so as to leave a larger bequest to future generations to offset
at least partly the effect of public debt on the stock of capital. This dispute
is well documented in a highly readable form in the symposium published
in the Spring 1989 issue of The Journal of Economic Literature.

It is worth remarking that the mix of direct and indirect taxes has changed
very little over the past decade. The federal government obtains about 12
per cent of its revenues from general sales taxation and about half from
income taxation. Within the income tax category, there has been a gradual
increase in the proportion obtained from individual income taxes and a
corresponding decrease in corporate tax revenues., One of the purposes of
Phase I of the tax reform was to reverse the trend. The provinces have
obtained about 11 per cent of their revenues from general sales taxes and
close to 30 per cent from income taxes. The trends reported in the text
cannot be atiributed to changes in the tax mix by cither level of govern-
ment.

Hogg’s view of Section 36(2) appears in the following passage: "This
obligation is probably too vague, and too political, to be justiciable, but it
suggests that equalization payments will continue into the foreseeable
future." (Hogg (1985), p. 84). Further on, he says: "Section 36 of .the
Constitution Act, 1982, expressing a commitment to redressing regional
disparities and to making equalization payments, also seems to reinforce
by implication a broad interpretation of the spending power.” (Hogg, 1985,
p. 126).

For a summary of this view, see Boadway and Flatters (1989).
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14. This is a characteristic feature, for example, of those economists as-
sociated with the C.D. Howe Institute.

15. From an economic perspective, a mulii-stage tax on consumption expen-
ditures is equivalent to a single-stage retail sales tax on final consumption
purchases. This and other equivalences among taxes are discussed fully in
Boadway and Mintz (1987).

16. Itis complementary in the following sense. A fully general sales tax on
consumption is equivalent to a proportional tax on income with saving
exempt. It is also equivalent to a proportional payroll tax. It has been
recognized that the Canadian income tax system is not too different from
a tax on consumption owing to the fact that a large part of asset income is
sheltered from tax, For a discussion of this, see Boadway, Bruce and Mintz
(1987).

17. A summary statement of the principles may be found in Economic Council
of Canada (1982). The technical economic arguments are outlined in
Boadway and Flatters (1982).

18. One of the shortcomings of the Equalization system that was noted by the
Breau Report (1981) was the fact that only positive tax liabilities entered
the formula and not negative ones (transfers). To an economist, the two
are symmetrical.

19. This theme is developed more fully in Boadway (1986).

20. Atthe same time, it should be said that Ontario has also considered joining
a corporation income Tax Collection Agreement.
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La politique linguistique au Canada: I’impasse?

Yvon Fontaine

Recently, Canada has witnessed a new wave of legislative, constitutional and other
measures throughout the couniry which have attempted to clarify the status of both
French and English languages in Canada.

Those measures fall into three categories: 1) repressive measures such as the
linguistic laws passed by both Alberta and Saskatchewan which try to lessen rights and
privileges previously granted to the linguistic minority; 2) progressive measures, such
as the Official Language Act, that attempt to strengthen the status of official languages
in Canada; 3) measures, that, following the example of both laws 101 and ]78, attempt
to respond to the aspirations of Quebec.

The author adopts, in the main, the dual sociocultural vision expressed in the Meech
Lake Accord which recognizes, on the one hand, the existence of a Pan-Canadian
linguistic duality and, on the other hand, a territorial reality characterized by two
principal poles, in this case Quebec—recognized as a “distinct society"—and English
Canada, each of the two including its own linguistic minority, respectively English and
French, However, Fontaine considers that the Accord is somewhat imprecise over the
“linguistic resolution" in Canada, particularly regarding the francophones outside
Quebec.

The francophone community outside Quebec, while less formal than that in Quebec,
is nonetheless a functional one. It takes the form of several community networks, more
or less marked out from the territorial point of view. Francophones outside Quebec wish
to live, therefore, in a specific francophone environment, typical of them. In this respect,
New Brunswick has perhaps shown us the way with recent legisiation recognizing the
concept of linguistic community, acknowledging in particular the francophone minority
of that province. Bilateral agreements between the federal government and certain
provinces also aim to preserve francophone communities outside Quebec. Nevertheless,
the future of francophone communities outside Quebec is not Sully assured for all, it is
important therefore that the Canadian Parliament constitutionally strengthen the pro-
tection of the Canadian duality.

Although the focus in this article is on the situation of francophone communities
outside Quebec, the conditions for linguistic reconciliation within Quebec are also
examined. Such a reconciliation will require the acceptance by Quebec anglophones of
their status as a linguistic minority in Quebec.
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INTRODUCTION

Depuis plus de deux ans on assiste au Canada a une nouvelle vague de mesures
1égislatives, constitutionnelles et autres qui tentent de régir le statut de la langue
frangaise et de 1a langue anglaise au Canada et qui cherchent également a établir
le statut des communautés francophones et des communautés anglophones du
Canada.

La liste des mesures est imposante. Parmi les plus importantes il y al’Accord
duLac Meech,! 1a Loi fédérale sur les langues officielles,?' Ies lois linguistiques
dela Saskatchewan3 etde l’Alberta,4 1a Loi 178 au Québec.” Il y a une série de
jugements de la Cour supréme du Canada qui ont précédé la plupart de ces
mesures législatives et qui ont ét¢  la base de I’introduction de celles-ci. Nous
pensons a I'arrét dans I'affaire Mercure.® et aux arréts dans I’affaire Chaussure
Brown’ et dans I"affaire Singer.8

Rares sont les moments dans I’histoire du Canada ol nous avons assisté a
antant d’événements qui visent la question linguistique en si peu de temps et
qui touchent presque toutes les régions du pays. Ces questions sont 4 I’avant-
scéne de 1'actualité nationale sans reliche depuis deux ans.

Les mesures prises ont eu pour résultat d’accentuer les différences plutdt que
d’harmoniser le dialogue entre les collectivités francophones et anglophones
au Canada. Les sondages les plus récents sont révélateurs 3 ce sujet. Pourquoi
en est-il ainsi?

Pour expliquer pareilles attitudes, il faut analyser de plus prés les mesures
auxquelles nous avons fait référence plus haut. I1'est possible de les regrouper
en rois catégories: les mesures répressives, les mesures progressives et les
mesures qui visent 2 répondre aux aspirations du Québec. Ces dernitres peuvent
&ire qualifiées de répressives ou progressives selon le groupe linguistique

.auquel on appartient. )

Les mesures répressives sont cetles qui visent & réduire les droits et privileges
~ déja consentis en faveur de la langue francaise ou anglaise. Les mesures
progressives sont celles qui cherchent & renforcer le statut des langues offi-
cielles au Canada. Enfin, la troisi¢me catégorie réunit les mesures qui cherchent
a accorder au Québec les outils qu’il juge nécessaires pour affirmer sa francité
dans le contexte fédéraliste canadien.

Certaines des mesures législatives sont carrément répressives. C’est le cas
des lois linguistiques de la Saskatchewan et de 1’Alberta. Alors que la Cour
supréme a statué que I’article 110 de I’ Acte des Territoires du Nord-Ouest &tait
- toujours applicable a la Saskatchewan et par extension 2 I’ Alberta’ et ainsi
conférait 2 la langue frangaise des droits comparables 2 ceux prévus par 'article
23 de la Loi sur le Manitoba'® et par ’article 133 de 1a Loi constitutionnelle de
1861",11 les 1égislatures de la Saskatchewan et de 1" Alberta ont abrogé ces droits,
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qui remontaient A plus de 75 ans. Bien que les lois linguistiques des provinces
en question reconnaissent A la langue frangaise certains droits, ceux-ci sont
nettement moindres que ce que lui garantissait 1article 110 de 1’Acte des
Territoires du Nord-Ouest.

Certes les mesures répressives des Iégislatures de la Saskatchewan et de
I’Alberta ont suscité un débat dans 1’opinion publique au Canada. Par leur
nature répressive elles ont nui aux communautés francophones de ces provinces
¢t ont assombri les espoirs que pouvaient entretenir les communautés franco-
phones des provinces de I’Quest de voir les provinces étre plus généreuses 2
I’égard des communautés de langue francaise. Les mesures prises par ces deux
provinces ont également é1é critiquées par les défenseurs du bilingnisme au
Canada. Seul le premier ministre du Québec a jugé opportun d’applandir
Iinitiative du gouvernement de Ia Saskatchewan au moment ol celui-ci intro-
duisait sa loi linguistique. Dans 1’ensemble, toutefois, ces mesures n’ont pas
suscité la révolte que 1’on connaitra par suite de Vadoption de 1a Loi 178. Méme
si plusieurs ont été saisis d’indignation, ceux qui croient 2 une solution qui
améenera la coexistence pacifique des deux collectivités de langues officielles
au Canada n’ont pas perdu I’espoir de voir leur réve iriompher.

Dans la catégoric des mesures progressives, nous plagons la Lot sur les
langues officielles du Canada.l? A plusicurs égards, cette loi représente un
véritable progrés par rapport a la Loi de 1969, aussi bien pour les franco-
phones du Québec que pour les communautés minoritaires de langues offi-
ciclles.

Bien que le débat ayant entouré le processus de I’adoption de la Loi ait ét&
long et parfois difficile,'® il n’a fait que révéler que vingt ans de bilinguisme
au Canada ne suffisent pas 2 éliminer la haine et les craintes que suscitent des
mesures qui tendent 4 encourager 1’épanouissement des langues officielles et
des communautés qui les parlent. Comme ce fut le cas avec les lois linguistiques
en Saskatchewan et en Alberta, le débat n’a pas en pour effet d’ébranler
I'opinion publique qui est favorable 2 une meilleure protection de la langue
frangaise au Canada. Les alliances traditionnelles se sont maintenues.

Les alliances ont commencé A s’effondrer avec I’adoption des mesures visant
a réconcilier les aspirations du Québec avec le reste du Canada. Le débat
entourant 1’adoption de la Loi sur l’affichage15 et celui portant sur I’ Accord du
Lac Meech'® démontrent clairement que ces deux événements, plus que tous
les autres, sont en train de modifier 1’échiguicr politique au Canada, '
© Autant ces mesures semblent répondre aux attentes du Québec, autant elles
semblent inacceptables au Canada anglais, Le Canada anglais a rejeté presque
a I'unanimii€ 1a Loi sur I'affichage adoptée au Québec, quoique les opinions
soient plus partagées en ce qui concerne I’ Accord du Lac Meech, :
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D’un cdté, le Canada anglais se demande s’il sera jamais possible de satis-
faire les aspirations du Québec, et le Québec par ailleurs se plaint de ne pas étre
compris du Canada anglais. Pour certains, la situation devient frustrante et on
n’y voit pas de solution.

Le paradoxe n’est-il pas que le malaise qui prévant est davantage le résultat
d’un manque de dialogue qui entraine une mauvaise compréhension, plutdt que
1a mise en présence d’aspirations irréconciliables?

C’est certes le cas avec I’ Accord du Lac Meech et, & un degré moindre, avec
1a Loi sur ’affichage au Québec.

LE CAS DE L’ACCORD DU LAC MEECH

L’Accord du Lac Meech consacre deux visions du Canada. II reconnait le
principe de la dualité et institutionnalise la société distincte dans le cadre d’un
territoire précis, le Québec. Il enchésse aussi la vision du Canada anglais selon
laquelle il n’y a de territoire que celui des individus. Dans le paragraphe 1a) de
Iarticle intcrprétatif,18 ¢’est cette vision du Canada anglais qui a prévalu. En
vertu de ce paragraphe, la dualité canadienne s¢ définit 3 partir de 1a reconnais-
sance de 1'existence de personnes de langue frangaise ou anglaise et non a partir
de ’existence de deux grandes collectivités, une francophone, Pantre anglo-
phone. Aussi la langue reste un droit individuel.

Les visions du Canada que consacrent les deux premiers paragraphes de
I’article interprétatif seraient, de 1’avis des détracteurs de I’ Accord, tout A fait
contradictoires, si bien que le compromis va s’avérer impossible a réaliser dans
1a pratique. L’exemple le plus souvent cité & I’appui de cette thse serait la mise
en oeuvre de la dualité canadienne, D’une part, I’ Accord reconnait que la
dualité linguistique canadienne s’étend sur I’ensemble du territoire canadien,
mais par ailleurs ¢’est par le truchement de la reconnaissance du caractére
distinct dans le cadre d’un territoire précis, celui du Québec, que 1'on confire
les structures et les moyens nécessaires a 1a mise en ocuvre de 1a dualité.!® En
confinant la dualité A un cadre territorial, le projet méme d’une dualité linguis-
tique pan-canadienne serait voué & 1’échec.

Voila une analyse qui est fausse. Comme le prévoit I’ Accord du Lac Meech,
la dualité est constituée de plusieurs réalités. Le Québec qui est trés majoritaire-
ment francophone, I reste du territoire canadien qui est trés majoritairement
anglophone, le Québec ol sont présents les anglophones et le reste du territoire
canadien ofl sont aussi présents les francophones.

On reconnait que le fait linguistique procéde d’une division territoriale, le
Québec majoritairement francophone / le reste du Canada majoritairement
anglophone. Quoi de mieux qu’un espace territorial distinct pour assurer la
promotion et le respect de ces différences. C’est d’ailleurs ce que revendique
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le Québec depuis 30 ans. Ce qui est important A retenir ¢’est que I’on s’inspire
de la théorie personnaliste de la dualité pour définir 1a réalité qu’elle renferme
mais on adopte la théorie territorialiste lorsque vient le temps de créer les
structures ¢t les moyens qui serviront A en assurer la promotion au Québec.
L’affirmation de 1a dualité est un projet collectif,

Pour les autres composantes de la dualité, soit les communautés franco-
phones hors Québec et la communauté anglophone du Québec, elles ont égale-
ment besoin d’un espace qui leur permettra d’assurer la promotion et le respect
de leur particularité, ce que I’ Accord ne leur garantit pas.

Pourquoi? Simpiement parce que 1’Accord du Lac Meech est un projet
inachevé. Plusieurs ne seront pas d’accord. Ils diront qu’il s’ agissait d’une tiche
impossible, puisque ces communautés n’ont pas de territoires propres, de la le
besoin d’exprimer la dualité suivant 1a théorie de Ia personnalité.

C’est une erreur. Il est possible d*établir au Canada un aménagement linguis-
tique qui tienne compte des besoins du Québec d’une part et qui tenne compie
des besoins des autres communautés de fangues officielles d’autre part. Prenons
le cas des communautés francophones hors Québec pour illustrer notre point de
vue. I1 existe bel et bien un espace francophone hors Québec. II s’agit d’un
espace différent, fragmentaire et qui doit &tre cimenté.

Bien que cet espace francophone hors Québec était territorial au débat, il
FPest de moins en moins. A I'image des Québécois dont ils partagent beaucoup
de traits culturels, les francophones hors Québec sont profondément unis parla
Jangue et la culture. Cette homogénéité au niveau de la langue et de 1a culture
a créé chez eux des liens de solidarité. Les francophones hors Québec se sont
regroupés en communautés solides et ces communautés ont constitué pour
longtemps le r8le principal de leur identité. Dans certaines régions du pays, oll
les proportions de francophones sont importantes, les communautés continuent
de s’articuler autour d’un espace territorial, soit les paroisses traditionnelles,
les municipalités, ete.

A cause de |'urbanisation, toutefois, les communautés francophones y sont
de moins en moins confinées, occupant des lieux nouveaux et qui ne se
distinguent plus que difficilement de ceux occupés par les anglophones. Ces
communautés ne se défont pas pour autant. Leur implication politique de plus
en plus forte, le développement des institutions francophones et leur visibilité
rehaussée le montre bien. Les communautés francophones continuent d’exister

& la faveur de nouveaux réseaux, certes plus diffus mais non moins réels, Et
Pespace qu’occupent ces réseaux est un facteur premier de leur identité.
L’espace francophone hors Québec ainsi compris fait ressortir que cet espace
prend de plus en plus la forme d’un réseau de lieux a différentes échelles : que

- I’espace francophone hors Québec n’a pas le caractére formel de celui des

Québécois mais qu’il est néanmoins fonctionnel. Il ne faut toutefois pas penser
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que les communautés francophones de 1’extéricur du Québec peuvent et veulent
vivre leur francophonie de la méme fagon et avec la mé&me intensité que les
francophones du Québec. Ce serait une erreur de taille. Le débat qui entoure la
question de 1’affichage au Québec se fait a partir d’une prémisse gui commet
justement cette erreur. 11 prend pour acquis que la collectivité anglophone an
Québec devrait &tre en mesure de vivre aussi pleinement son anglophonie que
les anglophones de I’ extérieur du Québec.,

L’avenir de Ia dualité canadienne au plan pan-canadien passe donc par la
reconnaissance et le développement de la spécificité de 1’espace francophone
hors Québec et un plus grand contrdle de celui-ci par les communautés elles-
mémes.

AuNouveaun-Brunswick, cette reconnaissance a été confirmée par I’adoption
en 1981 de la Loi sur I'égalité des communaui¢s linguistique,s.20 Cette loi
reconnait explicitement 1’existence de deux communauntés linguistiques offi-
cielles au Nouveau-Brunswick et reconnait 1’égalité de ces deux commu-
nautés.?! De plus, la loi prévoit que le gouvernement du Nouveau-Brunswick
assure la protection de I'égalité des communautés en leur reconnaissant le droit
a des institutions culturelles, pédagogiques et sociales distinctes.?? 11 se donne
également le mandati—dans les mesures Iégislatives qu’il propose et dans la
répartition des ressources publiques et dans ses politiques et programmes—
d’encourager, par des mesures positives, ie développement culturel,
économique, pédagogique et social de chacune des communauiés linguistiques
officielles.

Ce qui est important de retenir ici, ¢’est Ia reconnaissance do droit 3 des
institutions distinctes. C’est bien siir la somme de ces institutions qui créera
I’espace francophone auquel les communautés doivent aspirer.

Au niveau fédéral, quoique Ie Parlement ne soit pas allé aussi loin dans la
reconnaissance du droit 4 un espace francophone, la loi de 1988 concernant le
statut et I'usage des langues officielles du Canada 24 reconnait I’existence des
communautés minoritaires de langues officielles.?® Pour la premigre fois, la
reconnaissance ne concerne pas uniquement 1a langue mais englobe la notion
de communauté.

Deux exemples suffiront a illustrer ceci.

Il y a d’abord 1’article 41 de la loi qui prévoit que «le gouvernement fédéral
s'engage & favoriser I’épanouissement des minorités francophones et anglo-
phones du Canada et 3 appuyer leur développement...». Bien que Ia loi ne
prévoit pas que cet engagement signifie 1’obligation de créer un réseaun d’insti-
tutions distinctes, les politignes de mise en oeuvre s’ orientent dans ce sens.

Deuxiémement, la loi prévoit que—dans 1’élaboration des réglements, pour
déterminer les circonstances oil les communications avec le public et 1a presta-
tion des services devront étre dispensées dans les deux langues en fonction du
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critére de la demande importante et dans le cas des services aux voyageurs,—le
gouverneur-en-conseil tiendra compte de la population de la minorité de 1a
région desservie, de la spécificité de cette minorité et de la pro ?oruon que
celle-ci représente par rapport 4 la population totale de cette région. 6 Le crittre
de la spécificité de la minorité assure gue ce n’est pas seulement le nombre
absolu de francophones ou d’anglophones, selon le cas, dans un milieu, qui
déterminera si les services seront disponibles dans les deux langues. Cela
dépendra aussi de la structure de la communauté, de sa cohésion sociale. En
d’antres mots, il faudra se demander si la communauté posséde déja un espace
francophoene an nivean des institutions communautaires.

Comme nous [’affirmions précédemment, les politiques de mise en oeuvre
de I'engagement législatif du parlement fédéral d’appuyer le développement
des communautés minoritaires de langues officielles semblent favoriser la
création d’un résean d’institutions distinctes.

Sous I'égide du programme de promotion des langues officielles,27 le gou-
vernement fédéral a signé avec plusicurs provinces des ententes bilatérales
établissant des mécanismes généraux de collaboration. Pour le moment, des
ententes ont été signées avec quatre provinces ¢t un territoire.?® Le Fédéral a
également signé une entente-cadre avec la communauté francophone de la
Saskaichewan,®’ Une bréve analyse de cette dernitre entente servira a illustrer
V’orientation de la politique 1mgu1st1que dans le sens de la création d'un réseau
d’institutions distinctes.

Premi2rement, notons que les parties 4 1"Accord sont le gouvernement du
Canada et la communauté francophone de la Saskatchewan. Deuxi®émement,
I’entente a pour objet d’identifier des domaines d’activités prioritaires de
développement pour lesquels le ogouvemement canadien consent & verser 17
millions de dollars sur cing ans. Les activités sont pour la plupart la création
d’infrastructures communautaires (centres culturels communautaires, bibli-
othéques, programmes de formation d’artistes et réseaux de diffusion de pro-
duits cuIturels).3l

Par ailleurs, dans une des ententes enire les gouvernements de la Sas-
katchewan et du Canada, celle portant sur le développement de 1’ensecignement
dans la langue de la minorité francophone, 32 on y prévoit également des
sommes considérables (10 millions sur 5 an s) pour la création d’infrastructures
scolaires propres A 1a minorité francophone. 3 Plusi important, la Saskatchewan
consent & meitre en oeuvre un systéme de gestion et de contrdle des établisse-
ments scolaires de la minorité francophone qui comprendra le contrdle de
I’administration financiére, des programmes, du recratement des enseignants
et de la nomination des administrateurs scolaires.>*

La mé&me orientation se dégage de plus en plus suite & la reconduction

récemment du Programme de langues officielles dans I’enseignement. Par
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I’entremise des ententes bilatérales, on assiste & la réalisation de projets impor-
tants pour 1’établissement d’un réseau d’institutions scolaires.

Cette orientation dans la politique lingnistique en faveur de la création d’un
réseau d’institutions distinctes s’est reflétée dans deux mesures législatives
récentes qui ont avorté lorsque le Parlement a été dissous & I'automne 1988. 1]
s’agit du projet C-144 sur la fourniture des services de garde pour les enfants>
et du projet de 10i C-136 sur la radiodiffusion.3

Concernant le premier, le préambule prévoit expressément que le développe-
ment des services de garde dans tout le pays doit se faire en tenant compte de
la diversité culturelle et lingunistique de la population canadienne. De plus,
I’alinéa 4(1)g) stipule que tout accord de financement avec une province doit
préciser les moyens par lesquels 1a province satisfera les besoins de sa minorité
francophone et anglophone.

Pour ce qui est du projet de loi C-136, une série de dispositions importantes
réveéle I'intention du législateur canadien de créer des sgrstémes de radiodiffu-
sion distincts de langue anglaise et de langue frangaise. 7

A titre d’illustration, prenons I’article 3 qui prévoit, entre autres:

¢ gue les radiodiffusions de langues francaise et anglaise différent quant

a leurs conditions d’exploitation et, éventuellement quant & leurs be-
s0ing>®

s qu’une gamme de services de radiodiffusion en frangais et en anglais

doit étre progressivement offerte 4 tous les Canadiens, au fur et & mesure
de la disponibilité des moyens.39

¢ que la société Radio-Canada a le devoir d’offrir une programmation en

frangais et en anglais, de maniére & refléter la situation et les besotns
particuliers des deux collectivités de lan§ue officielle, y compris ceux
des minorités de ’une ou I'antre langue. 0

En faisant I¢ bilan des mesures 1égislatives et autres mesures gouvernementales
qui reconnaissent et appuient le développement de cet espace francophone,
nous avons volontairement omis de mentionner 1’article 23 de la Charte des
droits et libertés*! qui garantit le droit & ’instruction dans la langue de la
minorité. Il s’agit sans doute de la mesure qui est la plus importante a la fois
parce qu’il s’agit d’une garantie constitutionnelle et aussi a cause de sa portée.
MeEme si aprés 7 ans on n’en connait pas encore la portée exacte, il confere le
droit 4 1’instruction dans la langue de la minorité et lorsque le nombre le justifie,
le droit a I’instruction dans des établissements d’enseignement de la minorité,

En plus de ces mesures gouvernementales qui sont orientées vers le maintien
et le développement des grandes institutions, tels'I’éducation, 1a radiodiffusion
et les services gouvernementaux, les communautés ont développé, de leur
propre initiative et avec leurs propres ressources une panoplie d’organisations
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sociales communautaires qui font partie de cette tmle de fond qui est I’espace
francophone hors Québec.

Si les propos qui préceédent portent & croire que I’avenir est assuré, ce n’est
pas le cas. Ce que nous avens vouln démontrer, ¢’est 1a fagon dont I'aménage-
ment linguistique au Canada pourrait se faire pour qu’il puisse y avoir récon-
ciliation entre les visions et les réalités en présence et pour que celui-ci réponde
efficacement aux besoins et aspirations des communautés qui composent la
dualité linguistique canadienne. Nous sommes encore loin d’avoir réalisé un tel
aménagement linguistigue.

Il faut des engagements plus fermes, plus structurés av plan constitutionnel
et au plan législatif.

Au plan constitutionnel, il faut, en premier lieu, un engagement plus ferme
en faveur de la dualité. Il convient d’imposer A 1’Etat un devoir plus ferme que
ce qui est prévu a 1I’Accord du Lac Meech. 1.’ Accord qui vise 4 consacrer le
principe de dualité a le mérite de définir un réle vis-A-vis les collectivités
linguistiques. Ce n'est pas suffisant pour des communautés qui n’ont aucun
contrdle sur les institutions du pouvoir,

Toute tentative d’imposer & I’Etat un devoir accru, par rapport A ce qui est
prévu a1’ Accord, consisterait sans doute & modifier ce qui est proposé 4 ’article
2 de la Loi constitutionnelle de 1867. Cette approche est indiquée parce que
I"article 2 constitue spécifiquement une clause d’interprétation gui remplit la
méme fonction qu’un préambule et qu’il comprend la définition de "rbles” un
concept nouveau dans notre droit, i cette disposition ne modifie pas directe-
ment les pouvoirs et compétences des deux niveaux de gouvernement, elle peut
avoir une influence sur I’efficacité de I’exercice des compétences législatives,
L’exercice légitime d’un pouvoir serait restreint par le devoir de protéger. Nous
inspirant de cela, il est possibie de songer & ajouter aux rdles un devoir positif
d’agir de sorte que dans I’exercice légitime d’un pouvoir, le 1égislateur soit
contraint de tenir compte de la dualité canadienne.

En second lieu, lors de la réforme du Sénat, on devra tenir compte de cette
caractéristique fondamentale du Canada qu’est Ia dualité. L’aspect dualiste
nous apparait comme un élément trés important et méme peut étre aussi

important que 1’égalité des provinces.

Un Sénat dualiste devra garantir une juste représentation des différentes
composantes de la dualité et toutes les mesures 18gislatives qui auront un impact
sur la dualité canadienne devraient &tre soumises & la régle de la double
majorité, a savoir la majorité des sénateurs, d’une part, et la majorité des
sénateurs francophones d’autre part. Il est bien évident qu’une telle réforme
exige que I’on s’éloigne du principe de la représentation par population. C'est
d’ailleurs déja le cas avec le Sénat actuel et ¢ ’est aussi ce que propose les tenants
du Sénat égal.
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Sur le plan législatif, il faut viser 2 ce que toute lalégislation fédérale respecte
le caractére dualiste canadien, La difficulté 2 1’heure actuelle, ¢’est I’étendue
des rdles que se sont donnés les provinces et le Parlement canadien vis-3-vis la
dualité canadienne. Avec un rdle de protection seulement, il est fort probable
qu’il n’y a aucune obligation de légiférer a I’avantage des deux collectivités.
Le r6le de protection est probablement plus restreint. Il imposerait tout au plus
un devoir de non-discrimination ou de non-assimilation. C’est pour cette raison
qu’il serait souhaitable que le Parlement se voit confier le réle de protéger et
de promouvoir la dualité canadienne au lieu du seul réle de protéger. Pour bien
voir 1’impact que pourrait avoir sur la législation une obligation constitution-
nelle de faire la promotion de la dualité, on n’a qu’a se référer au projet de la
Loi sur la radiodiffusion, celui sur la fourniture des services de garde pour les
enfants ainsi que la Loi sur les langues officielles auxquels nous avons fait
allusion plus tot.

LA LOI SUR I’AFFICHAGE

Depuis I’adoption de 1a Loi sur I’affichage as Québec, une véritable panoplie
d’opinions ont ¢été publiées dans les médias au Canada ct 4 I'étranger. Cette
mesure a provoqué I’indignation de la communauté anglophone du Québec et
le Canada anglais a condamné le Québec. ‘

Pourquoi un tel tollé général? L’affichage commercial dans la langue d’une
communauté donnée est-il si importante pour 1a survie culturelle et linguistique
de cette communauté qu’il justifie une pareille révolte? Si d’ancuns le préten-
dent, il y a des raisons plus plausibles. Deux raisons peavent expliquer la
réaction du Canada anglais & ’égard des mesures prises par le gouvernement
du Québec. D’abord, sur le plan purement juridique, il y a beaucoup de
Kgitimité dans un discours qui condamne une mesure 1égislative ayant pour
effet d’enfreindre un droit fondamental garanti par lIa Charte canadienne des
droits et libertés. Il faut pouvoir apprécier 4 sa juste valeur 1’importance que
revét dans la tradition anglo-saxonne le concept de droits fondamentaux qui
servent A protéger I'individu contre les abus de I’Etat. Parmi ceux-ci se trouve
la liberté d’expression qui, de 1’avis de Ia Cour supréme du Canada, englobe Ie
discours commercial.

Pareil constat ne régle rien. La réplique c’est celle que 1’on connatt et qui est

-au centre du débat depuis décembre 1988—laréconciliation des droits individu-

els avec les droits collectifs des francophones du Québec. Pour le Québec, il
n’y a pas de réconciliation possible et dans le cas de I’affichage commercial les
droits collectifs des francophones du Québec de vivre en frangais doivent avoir
préséance sur le droit a Paffichage commercial dans la langue de son choix,*?
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Sans doute le sens profond des mesures prises par le gouvernement du
Québec c’est que la Loi sur 1’affichage vient confirmer la volonté politique du
Québec de faire passer la collectivité anglophone d’un peuple majoritaire 2 un
peuple minoritaire au Québec. C’est ce processus de "minorisation” de la
collectivité anglophone du Québec qui avait 1€ entamé avec 1’adoption de la
Loi 101 qui se confirme avec la Loi sur’affichage. C’est justement ce processus
de "minorisation” qui a indigné Ia collectivité anglophone québecoise et le reste
du Canada anglais.

Pour qu’il y ait réconciliation des intéréts entre 1a collectivité francophone
et 1a collectivité anglophone au Québec, il faudra que cette derniére accepte de
devenir une minorité. Il ne s’agit pas pour elle de renoncer 2 sa calture et 2 sa
langue. Mais, & I'instar des communautés francophones hors Québec, 1a collec-
tivité anglophone du Québec devra redéfinir I’espace qu’elle souhaite occuper
au Québec. Elle ne doit pas s’attendre 4 pouvoir évoluer dans une société qui
lui permettra de vivre anssi pleinement en anglais que le font les anglophones
d’ailleurs au Canada. Cette solution représente 4 la fois un sacrifice mais aussi
un défi pour Pavenir. Un défi qui ne sera pas facile a relever dans le contexte
actuel. Pour que les anglophones du Québec acceptent une politique qui conduit
leur collectivité vers le statut de minorité, la majorité francophone devra les
rassurer qu’ils ont leur place au Québec. Toute politique visant 2 franciser le
Québec devra Etre accompagnée d’une politique qui définit 1a place de la
collectivité anglophone. Pour y arriver, il faut faire place au dialogue. Les
principanx intéressés devront &tre d’intelligence pour qu’une entente soit
possible.
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SEVEN

Compromise and Delay:
The Federal Strategy on Child Care

Derek P. J. Hum

Ce chapitre vise a faire le point sur la politique fédérale touchant les services de garde,
élaborée par I'actuel gouvernement conservateur. Dévoilée officiellement en décembre
1987, la stratégie nationale en matiére de garderie fit d’ embiée, et de toutes parts,
I'objet de récriminations. La loi C-144, qui devait cristalliser I' essentiel du programme
conservateur, mourut au Sénat avec le déclenchement de I' élection fédérale ennovembre
1988.

Le programme de garderie aura sévérement fait les frais du dernier budget Wilson.
[financement coupé de plus du double, engagement différé d'Ottawa de créer de nou-
veaux espaces de garderie et non-reconduction probable de ce programme septennal. -

-Nonobstant ces mesures d'austérité Uauteur estime que I'approche conservatrice
s'avére, dans les circonstances, un habile compromis, étant donné les positions diver-
genles en présence.

En désavouant les propositions jugées trop libérales du Rapport Cooke favorable au
principe de I' universalité des services de garde, le gouvernement conservateur s’ alién-
ait du coup le lobby des garderies & but non-lucratif. Sympathique a I'option du "choix
parental” permettant aux parents de s'occuper eux-mémes de leur(s) enfant(s), le
gouvernement Mulroney aura finalement pris le parti & augmenter la déduction pour
les frais de garde aux familles et ce, au mépris des objectifs initiaux de sa réforme
fiscale.

La stratégie nationale de garde d' enfants n’a pas provoqué, jusqu’ a présent, un tollé
parmi les provinces en dépit du fait que le gouvernement conservateur compte plafonner
dorénavant les fonds destinés aux programmes a frais partagés, provenant du Régime
d’ assistance publique du Canada. Au demeurant, dans ' optique d'un Lac Meech ratifié,
un gouvernement conservateur atténuerait le risque d’un "opting-out" a outrance par
une consultation préalable auprés des provinces.

Malgré I'absence d’un consensus national sur les services de garde, Hum considére
que d'ici la prochaine élection, les conservateurs se doivent moralement de légiférer
une bonne fois pour toutes sur la question.
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