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Foreword

The Institute of Intergovernmental Relations at Queen’s University
has a mandate to undertake research and to stimulate debate about
federalism in Canada and abroad. The events of recent years have
shown that Quebec secession is an option that must be taken seri-
ously in our research agenda. In our view a full discussion of sce-
narios about the future of Canada and Quebec can provide Canadians
with the means of making more informed judgments about alterna-
tive options. '

We are pleased to co-publish Professor Robert A. Young’s study on
the secession of Quebec and the future of Canada. The research for
this study was undertaken partly through the auspices of the insti-

_tute since 1991, and the institute's involvement was supported in part

by the CRB Foundation. The publication of this work dees not imply
that Professor Young’s analysis or conclusions reflect the opinions of
the Institute of Intergovernmental Relations, Queen’s University, the
CRB Foundation, or any of our sponsors. They are the responsibility
of the author alone.

This work is comprehensive. It provides a thorough review of the
existing literature on potential Quebec independence; a fresh analy-
sis of comparative cases of peaceful secession; and a comprehensive
assessment of constitutional options for Canada without Quebec. Yet
the greater part of the author’s work consists of his original contri-
bution of the most detailed set of scenarios yet published on how the
transition to sovereignty might occur and the implications of the sepa-
* ration for the long-term future of both Canada and Quebec.
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We both expect and welcome debate about this analysis and its
conclusions. The institute is confident that the author’s work is bal-
anced and scholarly, but we know that everyone will not agree with
his findings. We trust that the study will provoke further examina-
tion of the assumptions of those who propose and those who oppose
Quebec secession.

In bringing this pr()]ect to completion, the institute would like to
acknowledge the valuable partnership of McGill-Queen’s University
Press, and in particular of Philip Cercone and Joan McGilvray. We
are grateful for the intitial support given to the institute by the CRB
Foundation and its executive director, Tom Axworthy. I would like
to thank the two external readers who provided editorial advice to
the author, and the institute’s Executive Committee for its continued
support for this venture. For their role in moving the manuscript
through the publication process with speed and efficiency, I wish to
thank Patti Candido, Mary Kennedy, and Alice McLafferty at the in-
stitute and Mark Howes and Judy Burns at the publication unit of
the School of Policy Studies, Queen’s University. Finally and most
importantly I would like to express our debt to Bob Young for this
and other contributions to the institute’s work.

Douglas M. Brown

Executive Director

Institute of Intergovernmental Relations
Queen’s University

November, 1994
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The Secession of Quebec and the Future of Canada



Introduction

This is a revised and expanded edition of a book which, as the origi-
nal introduction stated, “may be about Canada’s future, and Quebec’s.”
The book was written on the assumption that a majority of Quebec-
ers might vote for sovereignty, despite the risks associated with choos-
ing this option. In 1994, at the time of writing, this was an assumption
shared by very few people, but the huge stakes of a predictable refer-
endum made it essential to analyse systematically what would fol-
low a Yes vote, despite the apparently low probability that this would
occut. In fact, there was a very narrow federalist victory in the Octo-
ber 1995 Quebec referendum, and since this has made all Canadians
aware that Quebec might secede, it is now even more important to
-think about what a future Yes might bring.

Prediction is — and was — difficult, for three main reasons. First, the
whole debate about Quebec sovereignty is charged with precisely
such predictions, as partisans of both federalism and sovereignty
construct and deploy alternative futures, aiming to influence the ex-
pectations and behaviour of citizens. This makes many extant analy-
ses more suspect than is usual in the social sciences. As well, scenarios
always depend on a host of assumptions about citizens’ and govern-
ments’ behaviour, and since the secession of Quebec would be a
monumental and unprecedented event, there is much scope for dis-
agreement about these assumptions, even among reasonable and
dispassionate analysts. In the first edition of this book, I assumed
that a clearly expressed Yes to sovereignty by Quebecers would be
accepted by the rest of Canada, and that separation would then occur.
As the referendum approached, this view was hotly contested by
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some, though many others had confidence in my research and
reasoning,.

Prediction is difficult, too, because all the central questions that
must be addressed are interrelated, both conceptually and tempo-
rally. This study focuses on three main issues: the characteristics and
constitutional structure of Canada after a Quebec secession, the longer-

- term future of the Canadian system in the absence of Quebec, and

the institutional relationships that might be established between
Canada and an independent Quebec. In fact, these issues are all re-
lated. For example, a Canada that had become highly centralized
would be unlikely to form close political links with Quebec; conversely,
proposals to create a close econiomic association with Quebec could
cause Canada to fragment politicaily. It is feasible to lay out all the
possible structural alternatives for Quebec and Canada, but these
interactive effects bedevil predictions, even when one is guided by
theories about how political and social forces, economic features, and
political institutions are related. More seriously, such analyses are
static.

This is the third problem. A basic contention of this study is that
the outcomes of secessions are path-dependent; that is, the long-term
results depend on how events unfold. In part, this is because big de-
cisions are taken in the course of secessions, which are searing and
tumultuous events, and some decisions shift events onto paths from
which no return is possible. As well, institutional structures are es-
tablished during the separation process, both within and between
the seceding state and the pre-existing (“predecessor”) state. These
institutions have enduring consequences, but what exactly is estab-
lished depends on how the separation takes place. Generally, politi-
cal scientists agree that basic geographic, economic, and sociocultural

- factors shape political decisions, including those about institutional

design. But there is no mechanistic determinism here. The underly-
ing conditions and the institutional and policy results are loosely
coupled, or weakly correlated. So while the structural factors may
set some bounds on the range of possible results, the outcomes actu-
ally reached are contingent on historical events.

The study proceeds as follows. In part 1 are described the broad
institutional outcomes that are possible after Quebec’s secession. First,
there is a brief survey of what Canada would look like without Que-
bec, both as a whole and in its internal characteristics. Then the ma-
jor alternatives are laid out for the constitution of Canada and for the
political and economic institutions that could exist between Canada
and a sovereign Quebec. This is followed by an analysis of a
fundamental issue in the debate about separation — the relationship
between political and economic integration. Then there is a brief sur-
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vey of the structural forces conducive to centralization and decen-
tralization in a new Canadian constitution, and to more or less inte-
gration between the two states of Canada and Quebec.

Part 2 concerns the transition to sovereignty. Why this is impor-
tant is the subject of the first chapter. The next one summarizes the
existing studies (as of 1994) of the economic, legal, and political is-
sues raised by Quebec secession. These show clearly that the process
of the transition would largely determine the long-term outcomes of
secession. But although politics would drive events and produce the
important results, analysts disagree fundamentalily about how sepa-
ration would occur. So we turn to comparative experience, investi-
gating other cases of peaceful secession. In this new edition, the
treatment of other cases has been drastically compressed from that
presented in the original book, but there is a description and expla-
nation of the general pattern of politics that has characterized such
cases. As well, there is an abbreviated discussion of the breakup of
the Czech and Slovak Federal Republic, which differs in a few ways
from the other cases because it was marked by political polarization
between the Czechs and Slovaks; on the whole, however, the gener-
alizations about the politics of peaceful secessions fit the Czech-Slovak
case very well.

In part 3, all of this material is brought to bear on Canada and
Quebec in anticipation of a referendum in 1995. The politics and strat-
egies involved in the referendum are analysed; then, assuming a
sovereigntist victory, the process of the separation is described. This

‘account is informed by studies of Canada and Quebec, with the guiding

framework consisting of the generalizations that were derived from
the comparative analysis. Here, the study concentrates on how the
disengagement would take place, how negotiations would resolve

~the crucial issues, how Canada would reconstitute itself, and what

institutional relationships would be established between the two states.
Then another scenario is sketched, one that features a gradual polar-
ization between Quebec and the rest of Canada, and the earlier pre-
dictions are modified appropriately. A short final chapter discusses
the long-term results of the secession for both Canada and Quebec.
In this second edition, all of the foregoing is unchanged, except for
the compression of the comparative material. I have retained all this
in 1997, two years after the referendum that this book was about, for
several reasons: the passage of time has not altered the “grand alter-
natives” described in part 1; the general arguments about the transi-
tion to sovereignty are still relevant, as is the analysis of other studies
of a Quebec secession and the comparative experience of other coun-
tries; and there is a lot of useful material in part 3 about the back-
ground of the referendum, the substantive issues to be negotiated,
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and the constitutional alternatives possible for a Canada without
Quebec.

Part 4 is new. its six chapters were, in a sense, dictated by the 1995
referendum and its aftermath. The first is a bald history of the run-
up to the referendum and the campaign itself, culminating in a re-
sult very close to the Yes vote which the first edition of this book was
designed to anticipate. There follows an account of the competing
arguments deployed by the two sides in the referendum campaign,
with the objective of explaining why the sovereigntists gained ground
and almost won. The third chapter predicts — or retrodicts ~ what
would have happened had the Yes side won, taking into account the
historical deviations from what was expected when the the first edi-
tion of this book was written. For all Canadians — and for others too —
the 1995 referendum was a momentous event, and chapter 19 pre-
sents an analysis of the impact it had. In this context, chapter 20 de-
scribes how the sovereigntists and federalists have adjusted their
strategies and are manoeuvring towards the next referendurmn. Finally,
because it is not feasible as it was in 1994 to lay out a single predic-
tion about what would follow a Yes vote, the concluding chapter pre-
sents a set of six possible scenarios that could oceur if Quebecers
vote Yes in a future referendum. It is not possible now to attach a
probability to the occurence of any of these, but foreseeing them clearly
may help us avoid the worst.

In part 3 of this book, the tone of the study changed, and the sepa-
rationn of Quebec from Canada was described in definite terms and
tenses. This was done because the predictions laid out there were the
best that I could make about what would take place after a Yes vote
in 1995. As the original introduction stated, “On the assumption that
Quebec will separate — a possibility that I do not welcome now, hav-

"ing completed this study, but one that justifies this whole work - the

transition, in my view, will take place as described.” But of course, as
the new material in this edition shows, politics is always surprising.
Finally, the use of appellations should be clarified. If Quebec se-
cedes and what is left of Canada continues as a sovereign country,
that entity will surely be called Canada. At times in thisbook, “Canada”
means precisely that. However, since Canada currently includes
Quebec, clarity demands that another term be available to describe
Canada outside Quebec. Here this entity is called “ROC” (rest of
Canada), an acronym that is as irritating as it is common, because
the alternatives — Canada without Quebec, English Canada - are hardly
less irritating and are more cumbersome. Also, as the reader will see,
the results of my initial study buttressed, more or less, the connota-
tions of coherence and stability that “ROC” carries with it. After the
1995 referendum, however, these connotations are far less secure.
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CHAPTER ONE

Canada without Quebec

At the outset, it is appropriate to grasp what Canada would be like
- without Quebec. Most Canadians have contemplated this possibil-
ity, though they would do so much more intensely if a Quebec refer-
endum on sovereignty were to produce a Yes vote; their views of the
rest of Canada (ROC), including their deepest metaphoric concep-
tions of it, would then be important in determining what Canada
would become. Here, however, the analysis begins with ROC’s struc-
tural features. To make an initial assessment of whether Canada would
be viable after a Quebec secession, it is necessary to survey briefly
the country’s demographic, economic, social, and political make-up.
As well, some basic information about these features will later help
“in assessing how well various constitutional options would corre-
spond with underlying cleavages or uniformities in the polity, and
also in determining what characteristics would affect the ROC-Quebec
relationship.

Table Al presents some selected characteristics of Canada, Que-
bec, and ROC (see appendix). This is a summary view of what Canada
would look like after a Quebec secession. Ignoring any movement of
people resulting from secession as well as any new arrangements
~about citizenship, Canada would lose 6.9 million citizens, leaving

ROC with 74.7 per cent of the current population. The loss of terri-
tory would be far less substantial, since ROC would retain 84.5 per
cent of the area over which Canada now possesses sovereignty. Of
' course, the table does not reveal one outstanding feature of ROC -
the complete physical separation of the Atlantic provinces from the
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rest of the territory." The Atlantic exclave would amount to 6.5 per
cent of ROC’s territory (or 12.0 per cent of the land mass if one ex-
cludes the Yukon and Northwest Territories) and 11.3 per cent of the
population. So one-tenth of ROC would be in noncontiguous terri-
tory, a feature perhaps more important psychologically than in other
respects.

As with territory, the losses in most other dimensions would be
less than the population loss. Gross domestic product (GDP), manu-
facturing output, and exports would all be higher on a per capita
basis than they are in today’s Canada. At present, the major federal
revenue flows are higher per capita in ROC than in Canada as a whole.
Only about one-tenth of chartered bank assets are not currently lo-
cated in ROC, a consequence of the strength of Quebec’s credit union
movement. And although public investment is more heavily concen-
trated in Quebec, ROC attracts 80 per cent of private investment. ROC
also receives a disproportionate share of new immigrants. As a country,
it would be massively anglophone: people with French as their mother
tongue would be outnumbered three to one by those with a
“non-official” mother tongue, while the home language of 88 per cent
of the population would be English. Finally, based on the last three
federal election results, there would be no great changes in the dis-
tribution of political party support; obviously, though, the prospects
of the New Democratic Party and the Reform Party would be rela-
tively better in ROC than in Canada as it now exists.

Of at least equal significance is the internal composition of ROC,
some dimensions of which are laid out in table A2 (see appendix).
The central feature here is the relative weight of Ontario, which would
account for 49 per cent of the population and well over one-half of
manufacturing, exports, federal revenues, and new immigrants. Across

“the country, there are major differences in per capita GDP, with
Alberta’s being almost twice that of Prince Edward Island. Economi-
cally, the provinces fall into two tiers, Ontario, Alberta, and British
Columbia being the “have” provinces. This distinction would be clearer
in a future ROC than it is at present, since Quebec acts as a swing
province (moderately “have not” but industrial). On the other hand,
almost 78 per cent of ROC’s population would be concentrated in
the wealthier provinces. Hence, the cost of federal transfer programs
(if they were continued) would decrease.?

The major economic cleavage in today’s ROC is between Ontario’s
coneentration of manufacturing (about 70 per cent of the ROC total)
and the concentration of primary production and exports in the West
(76 per cent of primary-sector exports). But the West is hardly homo-
geneous. Alberta and British Columbia attract more than their popu-
lation share of investment, while the reverse is true of Manitoba and
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- Saskatchewan. British Columbia’s percentage of manufacturing ap-
proximates its population share and outweighs its primary exports,
while Alberta and Saskatchewan are much more oriented towards
exports of grains and hydrocarbons (though manufacturing in the
West is more resource based than it is in Ontario). It is also notewor-
thy that the western provinces’ relative weight in the ROC economy
is greater than in Canada’s. They account for 38.7 per cent of GDP in
ROC, but only 29.7 per cent in Canada as a whole.

In most other dimensions, provincial characteristics are roughly in
line with population, though one potentially important exception is
language. From Ontario westward, as a result of the location choices
of immigrants and the large number of First Nations people, the pro-
portion of those with “non-official” mother tongues is very much
higher than in Atlantic Canada. Francophones are heavily concen-
trated in New Brunswick, Ontario, and Manitoba: 81.4 per cent of
the ROC inhabitants whose mother tongue is French live in these
three provinces. Of those in ROC who speak only French in the home,
84.8 per cent are in Ontario and New Brunswick. In these two prov-

" inces there are about 718,000 people whose mother tongue is French
{which compares with the 623,000 in Quebec whose mother tongue
is English).

Second, there are substantial interprovincial differences in politi-
cal preferences. Third parties fare poorly in the Atlantic provinces,
both federally and provincially. In recent federal elections, Alberta
has been exceptional, first in its massive support for the Progressive
Conservatives and then in the very heavy swing to the Reform Party.

.On the other hand, there are surprising political similarities across
the provinces of ROC. Excluding Alberta and the northern territo-
ries, the PC share of the vote in 1984 ranged from 42 to 58 per cent,

.and it declined across the country in 1988 to a narrow range of 35 to ..
42 per cent. With the exception of Atlantic Canada, it ranged only
between 11 and 18 per cent in 1993. Even the Reform vote in British

- Columbia was only 16 per cent higher than in Ontario. These are not

. large variations on general trends. In provincial elections, the same

three major parties — the PC, Liberals, and NDP - have regularly cap-

tured almost 100 per cent of the vote (with the current exceptions of

COR in New Brunswick and Social Credit in British Columbia), and

nowhere is any one of them irrelevant. All the provincial systems are

competitive, and the players are basically the same. It is always pos-

- sible to focus on the differences between, say, two-party dominarice

in Atlantic Canada, the NDP's strength in Saskatchewan and British

‘Columbia, and Alberta’s history of one-party rule; but the similari-

- ties in ROC are at least as striking, especially when compared with

. other federations where long-standing regional parties are common,
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Table 1

Distribution of Gross Provincial and Regional Qutput by Destination, Canada, 1989
Origin of Output

Destination AtHantic . Quebec Ontaric  West/North Cangda

Foreign 15.3% 12.9% 16.4% 15.5%

Atlantic 75.0 2.0 1.8 0.3

Quebec 4.0 71.9 5.6 1.7

Ontario 3.7 9.7 70.3 5.0

West/North 1.9 35 . 6.0 77.5

Value ($ billions) 57.6 228.8 459.8 298.4 1044.6

Source: Statistics Canada Daily, cat. 11-001F, 24 August 1993.

Table 2
Distribution of Provincial and Regional Manufacturing and Primary-Sector Qutput
by Destination, Canada, 1989

Origin of Output
Destination AHantic Quebec Ontario West/North Canada
Foreign 37.5% 26.5% 33.6% 33.7%
Atlantic 46.6 35 24 0.4
Quebec 73 46.4 8.3 2.6
Ontario 6.1 17.7 47.6 8.8
West/North 25 59 8.0 54.4

Value ($ billions) 18.9 83.6 186.3 107.8 401.6

Source: Statistics Canada Daily, cat. 11-001E, 24 August 1993,

-and also compared with Canada’s current political system, to which

Quebec contributes a considerable degree of heterogeneity.

It is also useful to consider briefly the economic linkages between
the existing regions of Canada. Gross figures are laid out in tables 1
and 2. The former shows, for instance, that in 1989 some 15.3 per
cent of total output in the Atlantic region was exported to foreign
countries, while 75.0 per cent was consumed in the region. Focusing
first on ROC, the overall image is one of loose interconnection. Ontario
sends only 7.8 per cent of total output to the Atlantic provinces and
to the West and North, while the West/North region sends only 5.3
per cent to the rest of ROC. In every case, exports abroad outweigh
sales to the rest of ROC. But the regional figures for Atlantic Canada
and the West count shipments to other provinces as intraregional
consumption, and a large proportion of gross regional product con-
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sists of services that are not exportable. Table 2 concentrates on the
primary and secondary sectors, where interregional flows are much

“more significant. Once more, though, the total value of production

exported is greater than the amount traded between regions.

The tables also provide information about ROC-Quebec links. For
each of the three regions of ROC, inter-ROC trade is greater than
regional trade with Quebec. But the same pattern is not true of Que-
bec, which exports to ROC 15.2 per cent of its total output and 27.1
per cent of primary- and secondary-sector output, quantities that
exceed ifs foreign exports. Some volumes of ROC-Quebec trade are
very important, however. In 1989, Ontario made sales of $25.7 bil-
lion to Quebec, while the reverse flow was $22.2 billion, for a total of
$47.9 billion. In the existing configuration of Canada, this is the most
important regional trading nexus. Still, the total trade between Ontario
and the West/North region, at $42.5 billion, is a very close second.?

From this very brief survey, a few conclusions can be drawn. First,
on paper it appears that Canada would be a viable economic entity
without Quebec. As a nation, it would be considerably more homo-
geneous than it is now, culturally, linguistically, and politically. Al-
though interregional economic linkages are outweighed in today’s

- ROC by each region’s foreign trade, the volume of business trans-

acted across the country is very large and is considerably greater than

. it is with Quebec. Finally, Ontario would be economically dominant

in the future ROC. On the other hand, the relative importance of the
western provinces and of “outer Canada” generally would increase
substantially compared with the situation today, in which Ontario
and Quebec together comprise the central-Canadian bloc. All these
features, though, are only the skeleton on which a new Canadian

constitution would be fitted in the event of a Quebec separatlon They
" leave open many alternatives. : -



CHAPTER TWO

Canada’s Constitutional Options

If Quebec secedes, ROC could reconstitute itself in a variety of ways.
Here, the major alternatives are described. These range from a much
more centralized structure right through to total fragmentation of
the country. Even though all these possibilities have been the subject
of some discussion, it is important to survey them briefly. While this
is a straightforward exercise, even a casual acquaintance with the
existing literature shows that there is no consensus among analysts
about what configuration is likely or what would be desirable.?

The first constitutional alternative is the status quo. Canada — as it
would continue to be called after Quebec’s secession — could retain a
constitution very similar to its current one. This option will be analysed

in much more detail later, because it is the most probable outcome;

suffice it to say here that Quebec could be excised from the existing
constitution rather neatly. The major objections to this alternative are
procedural and substantive. Given that there is considerable discon-
tent with the existing constitution (as shown by the demands made
by a wide range of interests during the negotiation of the Charlottetown
Accord), under many scenarios of Quebec secession there would be
strong pressure to make a variety of other amendments when the
constitution was opened for review. Moreover, many observers be-
lieve that notions of popular sovereignty have so infused Canadian
politics that no constitutional amendment would be possible with-
out broad participation in the process and popular ratification of the
result; hence, changes to the status quo would be essential. Depend-
ing on how the transition to Quebec sovereignty occurred, however,

both these procedural considerations could be met or obviated.
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The major substantive objection to fitting ROC within the existing
constitution is that Ontario would dominate the truncated federa-
tion. This is a special problem for the West. As Archer put it long ago,
“The bargaining over national policies of the new Canada would be
hard and sharp, [and] unless the West were sure of some means of
countering Ontario’s economic, financial, and political power, it would
consider going its own way.”? This problem rests on the sense that
Ontario and the western provinces have economic interests that con-
flict to some extent, and that westerners’ sense of regional solidarity
has heightened even as their suspicions about central-Canadian domi-
nance have been reinforced by such measures as the National En-
ergy Program and the awarding of the CF-18 maintenance contract
to Quebec firms. These are genuine issues. But the absence of Que-
bec would alter the political dynamics that exist under the present
constitution. In its decentralist pressures, Quebec has been an ally of
Alberta and British Columbia, and has contributed to increasing pro-
vincial autonomy, in the sense of freedom from the policy constraints
and intrusions of Ottawa. But when western representatives have
sought positive federal policies to advance their region’s interests —
when the West Wants In ~Quebec, as alarge element of central Canada,

_has helped stymie them. It is also worth noting again that the West is

not homogeneous. In particular, the governments of Manitoba and
Saskatchewan have traditionally supported a central government
powerful enough to redistribute income to their citizens. As well,
there are considerable differences in attitudes among citizens within
and between the western provinces, as well as a substantial general
affection for “Canada” as such. So the constitutional status quo might
prevail, in the absence of Quebec, insofar as it can be maintained -
without that province.

- On the spectrum of possible constitutional alternatives, one extreme
. position is that ROC become a unitary state. Free of Quebec, English

Canada would reconstitute itself in non-federal form. Advocates of
this solution favour it as promoting a strong internal common mar-
ket, eliminating administrative duplication, and providing economies
of scale in service delivery.* Moreover, the problem of Ontario’s domi-
nance would be resolved, or, more precisely, dissolved. On the other
hand, there would still have to be an extensive, decentralized bu-
reaucracy to deliver services. And many analysts argue that for most
government functions, economies of scale are reached at the regional

-or provincial level, except in the smallest provinces.* The unitary so-

lution also ignores the real diversity of preferences and sense of pro-

. vincial identification that exists in ROC, even if this reality is to some

extent the residue of past provincial policy. As well, in eliminating
the negative effects of intergovernmental competition, both among
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provinces and between provinces and Ottawa, the unitary solution
would also terminate the benefits of this competition, which include
policy innovation, efficiency, responsiveness, and the opportunity for
citizens and firms to participate in various political arenas.?

Of course, a unitary state could be combined with a system of ad-
ministrative regions, to which various powers could be delegated. -
But this alternative weakens the argument that unitarism would pro-
mote economic efficiency: small administrative units with any power
at all could balkanize the economic union and fragment social policy
rather effectively. In either form, this alternative also encounters a
serious practical problem. Under the existing constitution, amend-
mentfs require the approval of provincial governments. It is conceiv-
able that Quebec’s separation could produce large shifts of public
opinion in all provinces in favour of radical centralization or could
result in alternative constitutional mechanisms, such as a constitu-
ent assembly, which could force through amendments to create a new,
unitary constitution; it is also possible that the constitutional order
could break down entirely, with only a central government
re-emerging. Short of such events, however, eliminating federalism
would depend on “the willingness of the provinces to acquiesce in
their own demise,” and this is improbable.

The next alternative is that ROC would become more centralized.
The federal structure would remain, but the central government would
acquire greater powers. Often underlying this suggestion is the view
that Quebec’s presence in the federation has impeded an outcome
that is the natural consequence of ROC’s cultural, social, and eco-
nomic coherence. As Kwavnick has argued, “Quebec nationalism is
legitimate. Canadian nationalism is illegitimate. That, in a nutshell,
is the price of satisfying Québécois nationalism within Confedera-

- tion.”? Without Quebec, the central government would more accu-

rately reflect, and more vigorously promote, English-Canadian unity.?

Which powers should be transferred? In some variants, Ottawa
would acquire more control over social and cultural policy, the areas
most subject in the past to Quebec’s decentralizing influence. Health,
job training, higher education, and even social assistance might be
transferred to the central government. Other analysts maintain that
Ottawa should be equipped with more substantial powers of eco-
nomic management. Apart from the transfer of specific heads of power
found in section 92 of the Constitution Act, 1867, the central govern-
ment might acquire new powers to prohibit provincial measures that
create barriers within the economic union, and also to act creatively
to strengthen the economy and to make it more efficient. Finally,
Ottawa might acquire more explicit powers to make international
agreements. . -
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After a Quebec secession, more centralization might well be the
outcome in Canada. But these proposed constitutional changes raise
several problems. First is the fact that transfers of jurisdiction would
increase uncertainty. Shifting heads of powers and inscribing new
powers in the constitution would entail substantial administrative
rearrangements, and how the new powers would evolve when exer-
cised in practice would be unpredictable. In the midst of a secession
crisis, Canadians might not be willing to risk such changes. Second
is the likely opposition of provincial governments: greater federal
powers of economic management have been resisted, particularly in
the West, because they could easily justify “integrative” measures
such as the National Energy Program. Third, transfers to the centre
make more acute the problem of representation at the centre: further
changes would be necessary in order to reduce Ontario’s dominance
in Ottawa. One possibility here would be to increase the number of
units in the federation by creating the provinces of Labrador, Acadie,
Metro Toronto, Niagara, Southwestern Ontario, and so on, and then
limiting their sovereignty to a few matters such as education. This
has theoretical attractions for those who see large units as impeding
flexibility in federal systems, but the practical difficulties of drawing
boundaries, negotiating the new division of powers, and securing
provincial assent would be substantial. Submitting to division would
also be risky for Ontarians, because it would not be evident that the
new federation would be viable, whereas the province could be a
viable country in its present form.

A final problem with the centralization alternative is that it sug-
gests stronger government at a time when Canadian public opinion
has shifted to favour less state intervention than there was, say, in
the 1960s, and when governments generally are perceived as less le-

- gitimate than they were. As shown by the support for the Reform -

Party and for expenditure restraint, this sentiment is particularly strong
in the West. On the other hand, the momentous issues raised by Quebec
secession, and the immense uncertainty that would very likely pre-

- vail if Quebecers proceeded along this course, might produce sup-

port in ROC for a stronger government in Ottawa. Whether such
support would culminate in a formal constitutional change to cen-

tralize power, given the difficulties with this option, is quite another

matter.

Moving past the constitutional status quo, the next alternative is
that ROC would become more decentralized. This could occur, first,
by involving the provincial governments more fully in decisions taken
at the centre, so that what Ottawa does would better reflect regional
preferences. One mechanism for increasing intrastate federalism along
these lines would involve a new body, whose members would be
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appointed by the provincial governments (as described in the Que-
bec Liberal Party’s 1980 proposal for a Federal Council, orin Ottawa’s
1991 proposal to create a Council of the Federation to oversee the
exercise of some central-government powers). But adding a third cham-
ber would be unwieldy, and as reaction to the 1991 federal proposal
showed, it is an unpopular idea. Another possible device is Senate
reform. Insofar as the public does not favour abolishing the Senate
altogether, it aligns with the western demand for a triple-E Senate
(elected, equal, and effective). Such a Senate would greatly increase
the relative power of the Atlantic provinces as well as the West. More
deeply, it raises the question of how senators would balance the rep-
resentation of regional, provincial-goverrunent, and partisan policy
preferences. In any case, while Senate reform would diminish Ontario’s
representation in one chamber, it would not solve the problem of the
province’s predominance in the House of Commons.

The most likely form in which decentralization would occur is
through the transfer of powers to the provincial order of government.
This option has been extensively canvassed in recent years.® The prov-
inces might gain exclusive or primary jurisdiction in job training,
unemployment insurance, health, immigration, culture, tourism, for-
estry and mining, recreation, higher education, housing, the envi-
ronment, energy, and municipal affairs. Tax bases could be transferred
too, and the central government’s regulatory and spending powers
in other policy areas could be constrained. Other transfers and checks
on central power might further increase the relative capacity of the
provincial order of government.

This decentralist option has the advantage that fewer decisions
would be taken in Ottawa, so the issue of representation at the centre
would be less salient. Arguably, decentralization would result in a

““closer matching of government services and policies with local pref-

erences, and in greater accountability as well.’ The immediate dis-
advantages concern the costs of concentrating power in provincial
governments. In some of the functions now delivered or coordinated
by Ottawa, economies of scale could not be attained at the provincial
level, and duplication in administration could impose extra costs on
citizens. A more substantial danger is that provincial policies would
tend over time to fragment the Canadian economy. Interprovincial
competition can be creative and efficiency enhancing, but it can also
reduce overall welfare when measures impede the free flow of goods,
services, capital, and labour. There is also the possibility of competi-
tive deregulation in areas such as the environment, and avoiding such
destructive competition might require a central authority that was
capabie of acting as an umpire or monitor. Conceivably, though, new

‘mechanisms of interprovincial consultation could serve the same pur-
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pose, as they did in the recent agreement to reduce interprovincial
trade barriers.

Itis not only in the economic realm that such disadvantages emerge.
Increasingly it is becoming clear that social policy is fundamental to
economic success as well as to social justice. For example, without a
sound set of programs in education, job training, social assistance,
and unemployment insurance, not only will labour markets operate
inefficiently but the overall tax burden will be excessive. There is a
case to be made that such programs should be integrated at the pro-
vincial level. But without effective coordination, there is a lot of po-
tential for inefficiency. First, population mobility might be reduced.
Second, individual provincial governments would have little incen-
tive to provide programs that had large externalities, such as higher
education and support for research and development. Finally, if re- .
distribution within the federation decreased along with the central
government’s powers, there would be less money for social spend-
ing precisely where it was most needed and could be most produc-
tive — in the “have not” provinces.

This leads to a final consideration about the decentralization alter-
native. If, in the medium term, it resulted in less interprovincial mo-
bility and redistribution through Ottawa, then it might represent a
slippery slope towards fragmentation. Many scholars believe that
there is a strong relationship between economic and political inte-
gration: the more integrated regional economies are, the more prob-
able and necessary it is that common political mechanisms with a
democratic base actually manage the economic space; conversely,
economic disintegration entails a decreasing sense of community, less
willingness to redistribute, and political fragmentation. As Harris and
Purvis argue, “the alternative vision of Canada offered by many with
a substantially decentralized political system, and most important
powers residing at the provincial level will result in an increasingly

-economically fragmented and balkanized economic situation, which
- will inevitably undermine most national institutions including the

concept of national citizenship, and ultimately the political union
we now think of as Canada.”™ This is a proposition that is widely
held. But the underlying theory - that levels of economic and politi-
cal integration are highly correlated - requires further analysis. It is
relevant in connection with both the long-term structure of Canada
and Quebec-Canada relations, and is taken up below. :
Before proceeding further along the range of decentralist options,
it is appropriate to consider a “rebalanced” ROC, in which a new

~ division of powers would strengthen the central government in some

respects and the provinces in others. In essence, Quebec’s secession
would provide ROC with an opportunity to modernize the constitu-
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tion. The nature of rebalancing, however, is open to question. Often,
a large distinction is made between social and economic policy. Some
would argue that “the main basis of unity in a Canada without Que-
bec is cultural and social, and that the real basis of diversity is eco-
nomic.”? In this view, the federation should be rebalanced so that
the central government maintains the Canada-wide social programs
that bind all citizens into a “sharing community,” while the provin-
cial governments acquire greater powers of economic management.
The opposite rebalancing option is that Ottawa increase its economic
powers while the provinces attain greater control over social pro-
grams. The rationale here is that the economic union requires central
management, whereas social programs should be delivered by the
governments that most closely represent regional preferences in
matters such as health, education, and social assistance.

Some problems with both possibilities have already been traced in
the above discussion of centralization and decentralization, but there
are two practical difficulties that should be stressed. First, if social
powers were centralized and programs made more uniform, the
wealthier provinces would have to be prepared to redistribute the
fruits of their economic success, and they might not be willing to do
so if the economic union tended to fragment over time. Second, if
economic powers were centralized, the provincial governments would
risk becoming mere administrative organs of Ottawa, unless tax bases
also were transferred and there was provision for greater provincial
participation in central-government policy making. In either case,
rebalancing might reduce the extent to which economic and social
policy could be coordinated.

A variant on rebalancing is to allow for more constitutional flex-
ibility in ROC. Several devices have been suggested. Provinces could
be allowed to opt in to central-government programs, as provided
for in section 94 of the Constitution Act, 1867, which allows the Par-
liament of Canada to legislate in the areas of property and civil rights
in Ontario, Nova Scotia, and New Brunswick; such laws take effect
in a province only when enacted by the provincial legislature. An-
other device would be to allow provinces to opt out of central-gov-
ernment laws or spending programs, with compensation. Provision
could also be made for the interdelegation of powers between the
provincial and central governments. And the range of concurrent
powers could be broadened, so that bilateral federal-provincial agree-
ments, or federal-regional agreements, could effectively determine
policy in more areas. All such devices would have two advantages.
They would allow for asymmetry in Canada, and they would pro-
vide for a measure of flexibility that could be desirable given the
uncertainties attendant on Quebec’s secession. If it is unpredictable
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how intergovernmental relations would evolve over the long term,
such constitutional arrangements could be useful. The disadvantage
of such devices, of course, is that they could lead to a “checkerboard
federalism,” in which federal powers and programs would be quite
different in the various provinces.

Returning to the decentralist options, another alternative is that
ROC would be reconstituted as a collection of regions rather than
provinces. In one version, the regions would have powers roughly
like those of the provinces; in another, their jurisdictional scope would
be considerably enlarged. A regional reconstitution has several ad-
vantages. The units would be more similar in size and resources, some
economies of scale in service provision could be realized, and the
advantages of intergovernmental competition could be retained to
some extent. But the difficulties are obvious. There would still be
substantial variations in power: the population of Atlantic Canada is
only 24 per cent of Ontario’s. More important, the regions are not
homogeneous in interests or preferences. There is little community
of interest between Newfoundland and Prince Edward Island, for
instance, and agricultural issues on the prairies are largely irrelevant
to British Columbians. As two keen analysts of western Canada have
concluded, “there is significant economic diversity among the four
provinces. These intraregional differences are probably sufficiently
large that many of the problems that currently confound

- federal-provincial relations would remain and perhaps be even more

serious” within a western region.” Moreover, there is little evidence
of major regional differences in Canadians’ sense of national identi-
fication or in their preference for particular constitutional outcomes.’
As well, it would be difficult to determine the regional boundaries,
especially in the West. Finally, regional governments would submerge

“some minorities, such as the Acadians and the residents of the Yukon

and Northwest Territories.

The decentralist variant of a regional reconfiguration involves very
substantial transfers of power to the regions. All of the above practi-
cal problems remain, and in addition this solution possesses the gen-
eral advantages and disadvantages of a decentralization to the
provincial governments. An issue that becomes more acute, though,
is whether redistribution, which presumably would become greater
within regions, would still occur across regional boundaries.”

A more extreme solution would be confederation. Here, the prov-
inces (or regions or some combination of the two) would attain sov-
ereignty; then powers would be delegated to central authorities, whose
functions would be very circumscribed. They might include defence,

 justice, some aspects of foreign relations, monetary policy, and some
regulatory powers over the economy. Such a configuration would
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probably follow failed attempts to reconstitute ROC in some more
centralized form, and the secession of one or more units from the
federation. In a confederal arrangement, “Canada” would cease to
exist as a subject of international law. Much has been written about
the erosion of state sovereignty through international agreements and
the complex of forces commonly called globalization, and in practice .
these assessments have some validity. But sovereignty remains the
fundamental organizing principle of the international community of
states, and it must have a single legal locus. In a confederal reconsti-
tution, that locus would be the provincial or regional governments.

The advantages of confederation are similar to those often pro-
pounded by sovereigntists in Quebec. The central authority would
be restricted to a very few essential functions. There would be an
end to duplication and waste in the provision of government ser-
vices. Policy making in the regions could be integrated across a much
wider range of social and economic programs. Rather than being
subject to national policies that are inevitably the result of compro-
mise and are often slow to be adapted to new conditions, their citi-
zens and firms would enjoy pelicies tailored to their distinct interests
and preferences, and they might be more successful competitors in
the continental and global economies. As small sovereign states, these
new units’ economic vulnerability would be limited by international
agreements that secured access to foreign markets.

But there are disadvantages to confederal outcomes. If the new states
were admitted to the General Agreement on Tariffs and Trade (GATT),
the Canada—U.S. Free Trade Agreement (FTA), and the North Ameri-
can Free Trade Agreement (NAFTA), their policy autonomy would
be constrained by rules that currently do not apply to substate gov-
ernments. Their international negotiating power would be less, even

“collectively, than Canada’s is today. Some units would be very weak

econormically, and in the absence of substantial redistribution, people’s
living standards would plummet. Moreover, since regions and prov-
inces tend to be economically specialized, the economic performance
of these new states would be more volatile and more vulnerable to
economic shocks; and if regional policies fragmented the economic
union, there would be welfare losses for all.'* These disadvantages
could be circumvented, but the principal way of doing so would be
by delegating power to the confederal authorities.

This raises a central problem of confederations. They require a de-
cision rule for making common policy, and the more policy is to be
decided collectively, the more crucial are the rules through which it
is made. There are three broad alternatives that would be available
to a confederal Canada. The first is the population principle. Either
through a directly elected legislative body or through proportional
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voting, the constituent states would have power proportional to their
populations. This raises the familiar problem of dominance by the
larger provinces, especially Ontario, and it would be more acute in
the confederal arrangement since there would probably not be a sec-
ond legislative chamber based on equality of the states. On the other
hand, since the common functions would be more limited than in a
true federation, the problem would be diminished, and there could
be some mechanisms put in place to protect minorities, such as
super-majority voting requirements. The opposite decision rule is
that each constituent unit has equal weight. This is akin to many
formal procedures in the international realm, such as voting in the
General Assembly of the United Nations. The problem is that wealthy
and populous states can be outvoted by coalitions of the smaller units.
Somewhere between these alternatives lies the third possibility — sys-
tems of weighted voting, such as that employed in the Council of
Ministers of the European Community. The problem here, of course,
is deciding how to weight the various members’ votes.

Whatever the decision rule, confederations are notoriously unstable.
When constituent states are sovereign, collective decisions are not
readily enforceable, and members often have recourse to retaliation
or to negotiations that are likely to be seen as unfair because of the
threat of retaliation. Neither of these is conducive to stability. Sec-

- -ond, if the central authorities are delegated powers sufficient to over-

come the disadvantages of independent policy making by the states,

.then, whatever the decision rule employed, it is very probable that a

majority in some state will perceive itself to be permanently disad-
vantaged by the confederal arrangement and will withdraw its del-
egation of power. In short, the problem of confederations is secession.
Finally, confederal arrangements must include transfers of funds or

~-taxation powers. Assuming that the sovereign states emerging from

ROC would be unwilling to alienate tax bases, the central authority

‘would be dependent on allocations. If Canada’s national debt had

not been divided among the constituent units (a course that would

_cause immense difficulties for the fiscally weaker states} and if debt

management therefore remained a function of the central authority,
confidence in the confederation would be low: “A confederation that
inherited the debits of Canada while depending for its assets on grants
from its members would have a very shaky financial and political
basis.””

At the extreme of the decentralist possibilities for Canada is its

' complete fragmentation into provinces or regions. There would be

no common institutions or “national” policies short of the
dispute-settlement mechanisms and provisions for policy harmoni-
zation that exist under GATT and NAFTA (assuming that the units
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were admitted to these agreements), though provinces or groups of
provinces could engage in treaties of various kinds. Overall, this al-
ternative would entail very substantial welfare losses, until — and
unless — the units could make bilateral and multilateral arrangements
between themselves or with other countries about defence, labour
mobility, and the currency, to name only the most significant mat-
ters. On the other hand, some provinces or regions could make net
gains as independent states; this might be true of Ontario and also of
an Alberta-British Columbia union.” Calculations of such “gains,”
however, tend to ignore the costs of the transition to independence.
Furthermore, the inhabitants of the weaker provinces undoubtedly
would suffer under any conceivable scenario of the fragmentation of
ROC. :

That is why this alternative is often coupled with the suggestion
that a fragmented ROC would sooner or later join the United States.
Some provinces or regions might be forced to opt for this course al-
most immediately; others might maintain their independence longer.
Obviously, maintaining any degree of constitutional unity in ROC
would become much more problematic if individual provinces or
regions joined the United States. The only exception might be the
defection of the Atlantic region, for a Canada stretching from the
Ottawa River to Vancouver Island might be sustainable. Yet it seems
likely that the psychological blow to people in the remaining prov-
inces would be substantial; more seriously, if a large component of
“outer Canada” left ROC, the problem of Ontario dominance in the
remainder would be accentuated.

This last scenario illustrates a difficulty about union with the United
States, for the Atlantic region is arguably the least desirable poten-
tial addition to that country. Would the United States agree to absorb

~ it or any other part of ROC? From official statements and from the

opinions of experienced American observers of Canada, it is evident
that the United States” preferred option is that Canada remain intact.
Were Quebec to secede, it is most likely that the U.S. government
would be a force for stability and the quick resolution of uncertainty.
American firms already have access to Canadian markets and invest-
ment opportunities under the FTA and NAFTA, so there is little to be
gained by exercising direct control of this country. And ROC’s ab-
sorption would entail some evident disadvantages for the United
States: the event would not be uncontested, for a significant propor-
tion of Canadians harbour anti-American sentiments, and they would
make unwilling citizens; the ROC debt would presumably have to
be absorbed along with the territory; and, most significantly perhaps,
the admission of another 21 million citizens in several new states
could change the balance of political power in the republic (though
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some Democrats might favour this tectonic change). On the other
hand, it might be possible to extend to the provinces associate status
such as Puerto Rico now has. In geopolitical terms, the United States
would gain through a land link to Alaska, control of the Arctic, and
ownership of unalienated crown land. So if ROC showed tendencies
towards fragmentation, the uncertainties that would prevail might
make Americans more willing to absorb the remnants of the country.
(This would be especially disadvantageous for the citizens of some
provinces; for while none would have much influence within the
American system, all, under the U.S. constitution, would lose con-
trol of their energy revenues.)*” Annexation by the United States would
of course end the separate existence of Canada, and many of its citi-
zens would be dismayed to become Americans. But as Bill Lederman
has noted, “there are worse fates possible in the modern world.”*
One other long-term constitutional option for Canada remains to
be considered — a union, federal or confederal, between Ontario and
Quebec. This possibility would emerge if Quebec seceded and ROC
was unable to reconstitute itself as a functioning state.* An
Ontario-Quebec federation would have a population of 17 million
people and a gross domestic product almost two-thirds that of
present-day Canada. It would be a powerful international actor. The
two states are contiguous and share the Great Lakes-St Lawrence
system. They are strongly integrated by flows of commerce and in-
vestment, and since the economies are relatively similar, it could be
easier to agree on common trade and economic policies than it is in
Canada now or would be between Canada and Quebec after seces-
sion. And since the positions of linguistic minorities in the two units
are relatively symmetrical, a federation-wide language policy and
system of minority rights might be agreed.
~-Despite this community of interest, however, an Ontario-Quebec
union would face, even more acutely, many of the problems discussed
about ROC. First, economically, Ontario has a much larger stake in
ROC than in Quebec, not only in terms of trade but also with respect
- to the ownership of firms.?? More important, if a new constitution
allocated substantial powers to a central government, this bipartite
system would produce either dominance or immobilisme. Where in-
terests were seen to conflict, Ontario would always predominate under
the principle of representation by population; on the other hand, if
equality was the decision rule, either in a cornmon legislature or a
second chamber, Ontario’s population could be frustrated by a mi-
nority within the new country.® As well, the extent of redistribution
within the union would probably not be great. As the wealthier com-
ponent, Ontario would face a continuing stream of transfers out of
the province; and assuming that the new union was formed as a con-
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sequence of Quebec’s original secession, Ontario citizens would not
be likely to support much redistribution to Quebecers. Hence, some
important advantages of integration, such as mutual insurance against
economic shocks and the capture of social-policy externalities, would
not accrue within this union. Indeed, the benefits of union for Ontario
would be at least as great in most conceivable versions of a reconsti-
tuted ROC.

To this point, our discussion of ROC’s constitution has focused ex-
clusively on the division of powers and the degree of centralization
that would obtain in the country. But these are not the only impor-
tant issues that would arise in reconfiguring a Canada without Que-
bec, for the current constitution has provisions about many other
matters. In all probability, many aspects of a ROC constitution would
remain unchanged. For example, it is hard to imagine that the parlia-
mentary system would be jettisoned by Canada if Quebec separated.
But Canada would face three contentious issues: language rights (in-
cluding minority-language education rights), Aboriginal rights, and
equalization and regional development. Of course, the occasion of
creating a new constitution for ROC might elicit demands from many
quarters for all sorts of changes to other parts of the constitution,
notably the Charter of Rights and Freedoms, but the above three are
likely to be the most pressing issues.*

The decisions about equalization would depend on how central-
ized ROC was. If a federal authority retained independent taxing
power and the capacity to manage a national economy, then provi-
sions committing Parliament and the provincial legislatures to pro-
mote equal opportunities, to reduce regional disparities, and to provide
services of reasonable quality to all Canadians would probably be
maintained. But ROC would not be likely to remain a “sharing com-

~munity” to the extent that Canada is now if most powers over eco-

nomic and social policy were devolved to the provinces or regions.

- In today’s Canada, francophones make up about 25 per cent of the
population; in ROC they would amount to less than 5 per cent, and
outside Quebec there is a significant trend towards their assimila-
tion into the anglophone community. After a Quebec secession, it is
doubtful that the full range of francophone language rights would

- survive in ROC as a whole, though these rights might remain unim-

paired at the provincial level in New Brunswick and perhaps in

~Ontario. But like so much else about ROC’s reconstitution, the pre-

cise outcome would depend on how the process of Quebec secession
took place, and also on the arrangements that would be negotiated
with Quebec. :

As for Aboriginal rights, Quebec’s secession would provide an-
other opportunity to inscribe in Canada’s constitution the inherent
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right to self-government that First Nations leaders have sought for
over a decade. There is considerable sympathy in English Canada
for embedding this right, though sentiment is not unmixed and the
land claims associated with self-government vary considerably across
the country in scope and status. In a highly decentralized ROC, it is
not obvious that rights for Aboriginal peoples would be clarified and
strengthened even if they did remain uniform across the country. In
a confederal or fragmented ROC, both Aboriginal and other rights
could differ significantly in the various component units; and if ele-
ments of Canada were absorbed into the United States, the Ameri-
can regime of limited tribal self-government presumably would apply
here.

In summary, if Quebec secedes, Canadians will face a long menu
of constitutional options. Each has, and will have, its advocates. More-
over, the criteria of evaluation can differ. Here, the analysis has re-
lied on some standard foundations: whether governments could
deliver services efficiently while being politically accountable; whether
they would be fiscally sustainable; whether decision making would
be effective or stalemated; and whether citizens’ national, regional,
and provincial loyalties could underpin particular distributions of
power and redistributions of money. While other criteria could be
deployed, these seem the most general.

As well, this very preliminary analysis has begun to highlight some
interregional and interprovincial cleavages. It is hard not to regard
the Atlantic provinces as minor players in the great debates about
. Canada’s future which Quebec secession would unleash, even though
their inhabitants could have most at stake. The region is economi- -
cally vulnerable, and its governments have traditionally supported
a central government sufficiently powerful to redistribute income
. towards it, as have governments in Manitoba and Saskatchewan. As
for the West, no observer can ignore the historic sense of oppression
and neglect which now, as economic and ideological differences con-
tinue to divide it from central Canada, has produced strong demands
for both autonomy and a more powerful voice in national affairs.
. Much less attention has been devoted to Ontario, the invisible prov-
ince, despite its fiscal problems, its position as paymaster of the fed-
eration, and its links with Quebec. In thinking about provinces and
regions, it is easy to fall prey to anthropomorphic stereotypes and to
regard whole units as distinct and homogeneous.* But these regional
and interprovincial cleavages and characteristics will re-emerge later.

Here, some attention was also paid to issues of process. This is
crucial. It is one exercise to describe the grand alternative structures
~ that Canada could adopt if Quebec separates; it is quite another mat-
tet to achieve any one of them. How Canadians try to “get there” —
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“how they choose collectively the form of a new country — may well

determine where they get. The same is even truer of the relation-
ships that might be established between Canada and a sovere1gn
Quebec, a sub]ect to which we now turn.



CHAPTER THREE

Economic Relations
between Canada and Quebec

At present, ROC and Quebec are joined in an economic union, one
with a degree of integration that surpasses what has been achieved
in the European Union and in some other federations. There is very
broad agreement among analysts and political actors that maintain-
ing a common economic space is desirable on efficiency grounds.
Even among Quebec sovereigntists, there is very little opposition to
this proposition.' But if Quebec secedes, there will be several pos-
sible long-term economic relationships that could operate between
Canada and Quebec. The degree of integration ranges from an eco-
nomic union similar to that which currently exists, right through to
zero - to the relationship between any two sovereign states. In addi-

~tion, it should be remembered that Canada is a monetary union with

a single currency and one central bank. Apart from economic inte-
gration — though related to it — are the options about currency and
monetary policy that could be realized by Canada and a sovereign
Quebec. (These are surveyed in the next chapter.)

The degree of economic integration that would exist after a sepa-
ration will be determined by four factors. First is the nature of ROC

~ itself. If Canada fragments, for instance, the chances of re-establishing

a full economic union will be reduced. The second factor is, as ever,
the nature of the separation process. There may be broad agreement
that maintaining the economic union would be rational, in terms of
minimizing dislocation and economic uncertainty, but this does not
mean that this outcome is inevitable. The postsecession trading and
economic regime might be linked in the separation negotiations to
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thorny issues such as division of the debt and the treatment of mi-
norities, with suboptimal outcomes. Or negotiators from either side
might adopt a noncooperative stance, either because of domestic po-
litical considerations or as a part of a long-term strategy to win con-
cessions later, with the result that the economic arrangements
established would fall far short of a full economic union. Third, out-
side actors and opportunities will play a role. There will be some
pressure on both Canada and Quebec to maintain a high level of in-
tegration in order to avoid disrupting existing treaty structures or
threatening the profitability of foreign investment here. For instance,
one American observer has concluded that the United States might
offer the two states continuing membership in the G-7, provided they
maintained economic integration at the level of a customs union at
least.? Finally, what long-term economic structures can be established
will be a function of what political and institutional arrangements
are essential to make them work. There is a common view that higher
degrees of economic integration require closer political integration
in order to be functional and stable. This proposition will be taken
up in more detail below, but it is certainly relevant to a separation
process that will fundamentally redefine political communities and
produce new institutions of government.

Since the various economic structures that could be established be-
tween Canada and a sovereign Quebec have been well canvassed,®
the review here will be brief, concentrating on the advantages and
disadvantages, mainly economic, of each level of integration. It should
be noted at the outset that these structures are ideal types: they are
nowhere found in pure form, and many variations upon them can be
imagined. Still, they are the major structural alternatives. Second,
this survey assumes, generally, that ROC itself would continue to

““operate as an integrated economy after Quebec’s secession.

The fullest economic integration is found in an economic union.
This is characterized by both negative and positive integration. The
former refers to measures that prevent the erection of barriers to the
movement of goods, services, and factors of production; rules pro-
hibit states from discriminating against other states, mainly by es-
tablishing the principle of “national treatment.” Under this regime,
governments cannot treat foreign products and services and factors
of production — capital and labour - differently from their domestic
counterparts, Positive integration, in contrast, refers to measures that
actively facilitate the flow of factors in the economic space and pro-
mote the overall efficiency of the unit. They include a broad array of
policies: common external barriers that encourage trade to take place
within the economic space; a wide range of standard laws and regu-
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lations, uniformly enforced, in areas such as taxation, competition,
weights and measures, consumer protection and bankruptcy; effi-
cient, large-scale provision of public services and growth-promoting
infrastructure; and adjustment assistance. Many of these policies have
the effect of homogenizing the framework within which competition
occurs, or, more technically, of eliminating non-tariff barriers to trade
(which include subsidies of various forms). Others enforce a uniform
conduct of behaviour on firms and public authorities. While the eco-
nomic union is integrated internally, of course it has a unique exter-
nal commercial policy. Finally, economic unions normally have some
programs for regional stabilization and redistribution, in part because
the common currency that usually characterizes them prevents the
component states from devaluing a currency to absorb economic
shocks.

Some gains from an economic union arise from size and factor mo-
bility. Firms can take advantage of scale economies and they can spe-
cialize, and there are also dynamic gains because of the competitive
environment and the flow of information and innovation. Some of
these effects are present as well in less integrated arrangements, such
as free trade areas. The unique gains of the union arise because the
common regulatory environment minimizes the costs of making trans-
actions and acquiring information. Not only does this make produc-
tion more efficient and adjustment smoother, but it heightens the trade
diversion effects that occur even within free trade areas, for there is a
tendency to do business within the union. As well, the member states
individually have economies that are more specialized and volatile
than the whole; hence, they pool risks in the union, with factor mo-
bility and interregional transfers cushioning the adjustment to eco-
nomic shocks. The stabilization and interregional transfer systems

_also protect the economy from making wasteful permanent adjust-

ments to temporary shocks. At the same time, by allowing similar
services to be provided by subnational units, these transfers provide
a more homogeneous environment for business while allowing hu-
man capital to be developed in the poorer regions. A final advantage
of an economic union is that it has greater bargaining power in inter-
national negotiations.!

The Canadian economic union has many of these features.® Goods,
services, and factors of production flow relatively freely within it.
The federal government has established a common regulatory frame-
work for many sectors, and provides uniform enforcement of com-
petition policy and many product standards. Tax systems are highly
harmonized, especially on the corporate side. As Stanley Hartt has
stressed, an elaborate network of provincial “comity” laws facilitates
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the conduct of business across provincial borders.® So do provincial
regulatory regimes, which are fairly well harmonized (trucking,
labour), or under which cooperation has been possible (securities).
Although there are some substantial interprovincial barriers to the
flow of some goods and services and people, and although the cen-
tral government has caused large distortions in interregional prices
through fiscal and regulatory policy, as well as impeding adjustment
in the interregional labour market, the Canadian economic union is
highly integrated. It clearly is a more homogeneous economic space
than Europe, even after the Maastricht treaty.”

If the economic union could be preserved in the event of Quebec’s
secession, there would be advantages to each side. Since the status
quo would prevail, uncertainty about commerce and investment would
be minimized. Transaction costs would remain at current levels, and
learning costs would not rise. Opportunities for specialization and
mobility would still exist, and adjustment would occur as at present.

In the standard analysis, the major disadvantage for Quebec would
be the amount of potential policy autonomy that would be forgone.
One of the major thrusts of the sovereigntist argument is that an in-
dependent Quebec would control the levers of economic develop-
ment and growth. In an economic union, however, vast areas of policy
have to be standardized. This was highlighted by the secretariat of
the Bélanger-Campeau Commission {the Commission on the Politi-
cal and Constitutional Future of Quebec). The secretariat noted the
desirability of uniformity or harmonization in the following areas:
banking regulation, competition policy, patents, intellectual property,
transportation regulation, taxation, telecommunications, postal set-
vices, weights and measures, standards, and bankruptcy.® Coordina-
tion with Canada in all these areas would minimize the losses

_associated with sovereignty, but it would inhibit Quebec from mak-

ing the economic gains the sovereigntists believe will be possible when
Quebec achieves policy autonomy.

Another problem for Quebec is that federal transfers would end.
The sovereign state would collect all taxes within its borders but would
receive no more payments from Canada. The estimates of the Eco-
nomic Council, in a sanguine study of secession’s effects on govern-
ment budgets, imply that even if an economic association were to be
maintained with Canada, the Government of Quebec would have to
raise the total tax burden on its citizens by 3.3 per cent of GDP in
order to provide current levels of government services.” (The other
provinces would be able to reduce taxes.) More serious in the long
run would be the elimination of one buffer - transfers — against ex-
ternal economic shocks. Finally, because there are no barriers to labour
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mobility in an economic union, in order to retain immigrants Que-
bec would, as currently, have to provide an environment at least as
attractive as ROC’s. One of the great advantages of sovereignty is
that Quebec could hold immigrants simply by being more attractive
than the home country or other possible receiving countries, but labour
mobility in an economic union would eliminate this benefit.

On the Canadian side, these problems would be mirrored. Both
the federal and provincial governments would have their policy au-
tonomy constrained by the decision-making rules necessary to oper-
ate a formal economic union. And any supranational body that had
regulatory powers, let alone the capacity to spend, would be capable
of introducing interregional price distortions, just as Ottawa has done
in the past.

A customs union is the next qualitative step down in the degree of
economic integration, but somewhere between it and an economic
union is a common market, the characteristics of which have often
been taken from the European Community or other specific entities.
A common market allows for relatively free factor flows within it,
this being assured primarily by negative constraints against the erec-
tion of barriers between the component states. Core elements such
as commercial law, competition policy, weights and measures, and

" standards are uniform, but there is less regulation by a central
decision-making authority than there is in an economic union. In-
stead, member states rely more heavily on “mutual recognition” of
each others’ regulations; that is, they accept the other states’ regula-
tory frameworks as being equivalent to their own. There is some
harmonization of taxation and social entitlements, but redistribution
and regional transfers normally are far smaller than in an economic
union, and indeed they may be nonexistent. A common market thus

- preserves many of the gains realized within an economic union. The - - -

difference is a matter of degree. There are larger transaction and in-
formation costs, and further economic losses because non-tariff bar-
riers cannot be authoritatively policed by a central authority or by
-mutual agreement between the states.

A customs union is quite different. Here, the level of integration is
substantially lower. The defining feature is that the states compris-
ing it have common external tariffs, along with a single system of
quotas and other non-tariff border measures. Commercial policy, in
the form of contingent protection against surging or unfairly subsi-
dized imports (through safeguards, anti-dumping measures, and
countervailing-duty measures) must be conducted jointly. Although
the states may have very different domestic policy environments,
they act as an economic unit vis-3-vis third parties.
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The economic losses incurred through sinking to this level of inte-
gration are substantial. Transaction and information costs are much
greater because the internal policy environment is not uniform. On
such matters as product standards there is some pressure towards
standardization because of the uniform treatment of third-country
products, but these effects are dwarfed by the lack of regulatory har-
monization. Nothing in a customs union prevents the member states
from erecting non-tariff barriers in the form of subsidies, discrimina-
tory procurement practices, or uncoordinated taxation systems. These
can cause trade disputes and the application of protectionist mea-
sures within the customs union itself. There is no guarantee of capi-
tal mobility within a customs union, and labour mobility can be
constricted severely, to become a privilege rather than a right. Be-
cause labour cannot move, trade in services is inhibited (as it can
also be by regulation). Moreover, the economy’s capacity for adjust-
ment through migration is much reduced, at the same time as inter-
regional transfers are not available for temporary stabilization.

The great advantage of a customs union over the next level of inte-
gration, a free trade area, is that there is no need to have border posts
between the countries to monitor trade. Because of the common tar-
iff and commercial policy, there is no possibility that imports can
enter a high-tariff country through the low-tariff partner; hence, there
is no need for agreements about domestic value-added to imports,
or for certificates of origin or other cumbersome border procedures
that inhibit trade and economic efficiency. Of course, if labour mo-
bility is restricted, or if immigration policy is not coordinated, bor-
der posts will still be necessary to verify personal identification, but
costly constraints on the trade of goods need not exist.

If, after separation, Canada and Quebec were to agree to integrate

...only at the level of a customs union, the economic losses on each side

would be significant. 5till, a customs union would be more advanta-
geous than lesser forms of integration. Trade between the two coun-
tries would remain relatively free, without the application of border
controls. As well, the unit would maintain its external weight in trade
negotiations. However much less efficient the internal economy might
be, it would be represented as a bloc internationally. A customs union
also would ease a sovereign Quebec’s entry into GATT, because the
existing structure of tariffs and quotas would not be changed. More
important, maintaining integration at this level would simplify re-
negotiation of the FTA and NAFTA, because tariff schedules would
not be altered, there would be a single authority for commercial policy,
and the entire market would remain open on the same terms to Ameri-
can and Mexican trading partners.
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But a customs union would raise difficult issues. The current struc-
ture of protection in Canada represents a compromise between sectoral
interests that are regionally based. Foreign trade in textiles, clothing,
and footwear is diverted from Canada in favour of domestic produc-
ers that are disproportionately concentrated in Quebec, while Ontario
benefits from the Quebec market for automotive and electrical equip-
ment, to name only two examples. Trade protection also involves the
agricultural marketing boards and the internal division of produc-
tion quotas. As well, Canada maintains quantitative restrictions on
certain products and commodities, notably under the Multifiber
Agreement; their levels and allocations would have to be negotiated.
The general problem of a customs union would be agreeing on a
decision rule for setting external tariffs and quotas. In some respects,
Quebec would be better placed if the current trade-negotiation ar-
rangements were maintained, because all the provinces are involved
and there is opportunity for logrolling and coalition formation among
them. But if a ROC trade position were to be decided before discus-
sions with Quebec commenced, the alternative rules would again be
parity (unacceptable to Canada) or proportionality (unacceptable to
~ Quebec). Similar difficulties would arise in negotiations with third
parties, when concessions and trade-offs have to be made. How would
a joint delegation operate? Finally, to run a customs union, the two
countries would require some bilateral authority to enforce the com-
mon commercial law. Designing this institution could prove diffi-
cult, and the differential regional effects of its decisions could bring
its legitimacy into question.

~ The next level of economic integration is the free trade area. Here,
countries agree to eliminate barriers to trade in goods and perhaps
services, outlawing mutual tariffs, quotas, border taxes, and some

trade-inhibiting regulations. But each maintains its independent com- .-

. mercial policies towards third parties. Hence, border controls remain
to enforce rules of origin and to police value-added requirements.
Free trade areas allow firms to benefit from economies of scale and

‘specialization, and they establish a more competitive environment,
which may produce dynamic gains. There may also be positive ben-
efits from trade diversion. But compared with an economic union,
the remaining obstacles and the lack of regulatory harmonization
increase costs and reduce productive efficiency. Moreover, since there
are no guarantees of factor mobility, the avenues of adjustment are
Limited.

It is possible that Canada and Quebec could negotiate a free trade
agreement after separation. But Canada is already a signatory of the

FTA and NAFTA. The free trade option should be considered first in
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this context, because it is possible that Quebec would be admitted to
these agreements and that Canada would continue to adhere to them.
If these conditions were met, a third trade agreement between Canada
and Quebec might be superfluous.

The FTA provides that tariffs between the United States and Canada
will be phased out by 1998. Hence, tariff-free trade between Canada
and Quebec would be assured by then (and each side could agree
not to impose any tariffs in the meantime). But the FTA is far more
than a simple agreement to remove barriers. While the operative prin-
ciple in multilateral trade, for instance, is most-favoured-nation (MFIN)
status, meaning that all signatories must be granted the same tariff
treatment as the most favoured one, the underlying principle of the
FTA is national treatment; that is, goods from the other country (with
some exceptions) must not be subject to rules or taxes that are not
applied to domestic products. Beyond this, the FTA removes many
barriers to trade in services, especially in banking and telecommu-
nications, and facilitates service trade by allowing some labour mo-
bility (temporary access to work is allowed for some occupations). It
provides for capital mobility by guaranteeing foreign firms the right
of establishment (and by restricting the screening of take-overs of
domestic firms). It provides for energy sharing, and it incorporates
the Auto Pact, a 1966 agreement that contains guarantees about the
level of automobile production to be maintained in Canada. It also
commits the signatories to some regulatory harmonization, especially
about customs procedures, and to mutual recognition of some stan-
dards. It establishes special mechanisms for settling bilateral disputes,
while maintaining intact each country’s trade laws. Finally, it envis-
ages closer integration through consultations about agriculture and
subsidies, and ultimately about competition policy. NAFTA has not

..affected this basic structure. It builds upon it and extends it. There

are some special provisions for each country, some new agreements

-about environmental and labour standards, and some modifications

to the dispute-resolution mechanisms. In a few areas the FTA contin-
ues to prevail, but NAFTA has largely superseded the earlier treaty,
incorporating its main provisions.® Unlike the FTA, though, NAFTA
does have explicit provisions about the accession of any new members
to the agreement: the existing signatories must agree to their joining
the treaty. '

The advantages for Canada and Quebec of retaining this structure
are considerable. Simply enough, it would preserve the status quo
with respect to the most important foreign trading partner of each
counfry, and it would provide mutual market access under familiar
rules, so the business environment would be predictable. Beyond this,
western Canada would keep its FTA gains, including lower tariffs
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and the energy provisions, Ontario would retain the Auto Pact, and
Quebec would maintain access to the U.S. market.

There are disadvantages, however. Since the FTA has no explicit
purchase on external tariffs, border controls would be necessary be-
tween Canada and Quebec. As well, trade between the two countries
would be subject to domestic commercial law, and contingent pro-
tection measures could be applied o goods moving across the bor-
der. (It is worth noting that under the FTA there is little access to the
courts for private parties: trade disputes are interstate disputes.) More
important, economic integration would be profoundly weakened. If
the provisions of the FTA, for example, were to become the operative
rules between Canada and Quebec governing the financial services
sector, massive readjustrents would be necessary and the current
integrated capital market would become much less efficient. Finally,
the overall negotiating position of Canada as it now exists would be
weakened vis-d-vis the United States and other partners, simply be-
cause each of the new countries would be smaller economically.

Both Canada and Quebec would face risks in the free trade con-

text, and these would-exist whether or not they agreed to maintain

between them a higher level of integration than the FTA represents.
The risk for Canada is that the United States would consider the sepa-
ration to represent a fundamental change in circumstances, such that
bilateral trade agreements would have tobe renegotiated. The United
States could use this opportunity to open sections of the FTA that
have been irritants in the past, including those on culture and agri-
culture. The risk for Quebec would be higher. If Quebec entered the
FTA and the NAFTA as a sovereign signatory, it would no longer
enjoy the protected status of a subnational unit." These trade agree-
ments were designed to bind national governments, and their pur-

--chase on provincial governments has been much less. Government - - -

procurement provisions, for example, apply to national purchasing
entities and not to provincial ones, and the chapter on financial ser-

~ vices specifically excludes provincially constituted financial institu-

tions. As a sovereign state, Quebec would become exposed to treaty
disciplines in these and other important areas of policy, including
culture, subsidies, agriculture, standards, and investment. The last
might be particularly sensitive, for Quebec would have to pass new
legislation to prevent some foreign take-overs. Even if the United
States did not take the opportunity to negotiate new constraints, the
existing treaty provisions would restrict Quebec’s policy autonomy
much more than they currently do.?

The final level of economic integration would be that existing un-
der multilateral treaties, primarily GATT. It is possible that the sepa-
ration would cause the FTA and NAFTA to cease to apply with their
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current scope. This could occur if the U.5. administration or Con-
gress refused to modify the agreements to admit Quebec, or if they
insisted on renegotiating sections with Canada; it could also happen
if anti-FTA sentiment in the truncated Canada was sufficient to cause
the agreements to be abrogated. The treaties might then cease to ap-
ply to Canada, Quebec, or both countries. Hence, there could be no
continental arrangement covering Canada-Quebec trade and economic
relations. This result could also occur if Canada itself fragmented,
or, more generally, if it proved impossible to negotiate any frame-
work trade agreement between the separating countries.

In this case, Canada-Quebec trade would be covered by multilat-
eral accords, primarily GATT, to which both parties would be signa-
tories. This result would entail very substantial economic
disintegration. Each country would have most-favoured-nation sta-
tus vis-d-vis the other, but there would be tariff barriers to trade be-
tween them, at an average level {for all goods} of about 2 per cent.®
As a result, the agricultural marketing system would break down,
and the service trade could be much inhibited. Of course, GATT im-~
poses some constraints on the member states —in such areas as pro-
curement, intellectual property, and contingent protection measures
—but there are many loopholes that allow trade-distorting policies to
exist, and the procedures for settling disputes are weak and cumber-
some relative to those in the FTA. Disintegrating the Canada-Quebec
economy to the GATT level would entail very heavy losses.’

To this peint, the analysis has assumed that Canada-Quebec eco-
nomic relations would be governed by a general framework agree-
ment. That is, there would be a formal treaty like the FTA or the Treaty
of Rome that would Iay out the joint objectives of the two countries,
state the principles governing the various dimensions of the rela-

~tionship (trade, investment, mobility, and so on), enumerate the rights

and obligations of the parties, and establish some mechanisms for
consultation, management, joint decision making, and dispute reso-
lution. Thus, the level of economic integration to be maintained would
flow from a comprehensive and legally binding international treaty.

But there are other ways to proceed. The first is to negotiate sepa-
rate treaties covering particular economic sectors or other dimen-
sions of the relationship. For example, Canada and Quebec could
reach agreements in transportation, banking and financial institu-
tions, securities markets, or agriculture, and this could be accom-
plished without any comprehensive economic accord. Similarly,
limited treaties could establish a regime for capital or labour mobil-
ity. There could be a free-standing treaty providing for a general
dispute-resolution mechanism, perhaps in the form of arbltration
procedures or a supranatlonal judicial body.
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There are some advantages to this approach. The two sides would
not have to reach a comprehensive agreement that would lock each
into a fixed level of integration; thorny issues could be set aside, in
the short term at least, and sectoral accords might be reached more
quickly than a global treaty; some economic losses through disinte-
gration would be avoided; and, in theory, limited agreements could
be reached with provinces or regions. But there are also disadvan-
tages to this approach. While certain “islands” of integration would
be maintained, considerable uncertainty would surround the rest of
the economy; there would be costs to reducing integration in non-treaty
areas, and economic agents would have to adjust behaviour at the
boundaries of particular sectors or dimensions of trade; furthermore,
it is not evident how such agreements would be articulated with the
FTA and NAFTA if Canada and Quebec stayed party to these trea-
ties; finally, there would remain the basic problem of establishing
mechanisms and decision rules to govern change in the regulation of
these sectors.

The second noncomprehensive way to achieve some level of eco-
nomic integration would involve no treaties whatsoever. It is volun-
tary harmonization. Presumably it would be done primarily by
Quebec, the smaller economy. Harmonization could be accomplished

* by Quebec simply adopting Canadian legislation as its own law. In

bankruptcy or product labelling or corporate taxation, for example,
the Quebec regulatory environment could be made identical to the
Canadian one. When Canada changed regulations, so could Quebec.
Beyond this, Quebec could simply abjure unilaterally from erecting
other barriers to trade.' The advantage of such a policy is that much
of the economic union could be maintained, simply because the busi-
ness environment would be identical on each side of the border. As

. well, it would require little if any formal negotiation to achieve. Change . ..

in legislation by Quebec could be incremental as the economic situa-
tion evolved.

For Canada, the disadvantage of this strategy would be that the
existing arrangements would not be secure; Quebec could alter its
legislation at any time, so creating new obstacles to trade. But there
would be even greater disadvantages for Quebec. Simply enough,
its government would have no control over Canadian policy, and its
firms would have no avenues of participation in Canadian decisions.
Canada could change policy according to domestic events and the

impact of external shocks on its economy (including its trade rela-

tions with Quebec), and the alterations might not be appropriate for
Quebec.
Moreovet, mirror legislation is not sufficient to maintain economic

integration at the level of a common market or economic union. For-
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mal agreements are essential for government action to be effective
across borders. Agricultural marketing arrangements and telecom-
munications regulation provide obvious examples. Similarly, in the
securities industry, while it is possible that Quebec could mirror
Ontario regulations about the content of prospectuses or the disclo-
sure of insider trading, active cooperation would be necessary for
clearing accounts between exchanges. In short, although unilateral
harmonization could be an effective method of achieving uniformity
in the regulatory environment in the two states, it is passive. It can-
not provide for the positive action necessary to maintain high levels
of economic integration. Hence, there would be substantial costs of
disintegration without some Canada-Quebec treaties that would bind
governments and require cooperation. There would also be costs as-
sociated with Quebec’s duplication of institutions, such as those nec-
essary to enforce competition policy or register patents, though such
costs would be incurred at any level of integration less than the cur-
rent economic union.



CHAPTER FOUR

The Currency and Monetary Policy

Another aspect of Canada-Quebec economic relations concerns mon-
etary policy and the currency. Here there is a very large set of pos-
sible arrangements, in theory.! Generally speaking, currency matters
are somewhat independent of the level of integration that exists in

‘economic and commercial relations: it is possible to have a common

currency even without a free trade agreement. This can be done
through a currency board or simply by the adoption of another cur-
rency, as in Panama’s use of the American dollar. Similarly, the Euro-
pean Union and NAFTA show that it is possible to have a common
market or a free trade agreement without a common currency.
Several core considerations would bear on Canada-Quebec cur-

--Tency arrangements, First are the basic macro- and microeconomic

functions of monetary policy. Monetary policy establishes the
long-term rate of inflation. As well, a separate currency allows for
adjustment to economic shocks, such as a drop in demand for a
country’s exports, because changes in the exchange rate alter real
domestic prices, so adjustment need not be borne directly by decreases
in employment or nominal wages. Finally, monetary policy may af-
fect economic growth; while the view that monetary expansion can
reduce unemployment is now a minority one among experts, it cer-
tainly continues to be heard, and there is much more support for the
argument that achieving perfect price stability rather than accept-
able inflation rates can cause long-term economic damage.? In short,
control of a currency remains a policy tool, and this would be impor-
tant to the governments of both Canada and Quebec.
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A second consideration is the cost of having separate currencies.
This creates transaction and accounting costs when trade or capital
movements take place. There are also costs incurred for the risk as-
sociated with holding any currency. For users of money, this involves
efforts to hedge against inflation and devaluation; for citizens and
governments, it involves paying interest rate premiums. If confidence
in the currency declines, the perceived risk of holding it rises, and so
do the premium costs. When governments attempt to implant a new
currerncy, establishing its credibility is exceedingly difficult, and this
imposes large premium costs. Further costs can be incurred in the
underlying economy if the central bank must prove itself to inves-
tors and demonstrate more discipline than would be expected of the
managers of a long-accepted currency. Consequently, although the
costs of establishing confidence in a new Quebec currency would be
short term, they could be very large.

The third general consideration is how monetary policy and cur-
rency issues mesh with other elements of the political and economic
systems. Having a separate currency and an independent monetary
policy allows governments to adopt a distinct stance on inflation. As
for adjustment, ideally a common currency should be used within a
relatively homogeneous economy. Otherwise, different regions will
have different monetary-policy (and exchange-rate) needs, and this
can cause regional tension, as it often has in Canada - for example,
when inflationary pressures in Ontario are fought by an interest rate
policy that impedes recovery in Atlantic Canada.?

Generally speaking, there are many avenues of adjustment in an
economy. They include fiscal policy, capital mobility, labour migra-
tion, protectionist measures, wage and price changes, unemployment,
and transfers into a region for stabilization and structural adjustment.

~In a sovereign Quebec; however, some of these mechanisms -would

cease to exist, others could be prohibited by trade agreements, and
some would simply be politically unpalatable for any government.
It is possible that the adjustment possibilities offered by a separate
currency would be attractive to Quebec.* This could be the case whether
or not monetary policy ultimately has any long-term purchase on
any real economic factors other than the rate of inflation. As regional
conflicts over monetary policy demonstrate, citizens believe these
policy choices make a difference.

Monetary policy is also related to fiscal policy. Government defi-
cits affect expectations about inflation, because they increase the temp-
tation of governments to increase the money supply so that inflation
will increase revenues and reduce the real cost of debt repayment.
Hence, lenders have less confidence in the currency’s value, and they
demand a premium rate of interest. At the same time, the cost of
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government borrowing is affected by monetary policy, which may
be set in part by exchange-rate considerations. For both reasons, there
should ideally be some harmonization of monetary and fiscal policy
within a currency area, including the fiscal policies of states or prov-
inces. (An alternative view is that markets will enforce discipline on
the borrowing practices of the various states, but this may take some
time: coordination is more sure, if it is possible.)

Finally, currency and monetary-policy issues mesh with the insti-
tutions of the financial system. If capital markets are well integrated
across an economic space, there need be less concern with the re-
gional impact of monetary policy, because flows of funds through
financial institutions help adjustment.® As well, it is within financial
institutions that the transaction and accounting costs of separate cur-
rencies are registered. Beyond this, institutional failure can cause a
loss of confidence in a currency and lead to devaluation or higher
interest rates; conversely, a severe loss of confidence can cause runs
on a country’s banks. In these extreme circumstances, a country’s
central bank can act as a lender of last resort to prop up the financial
system; and if there is a serious flight of capital from a country, it is
through its power over financial institutions that the government
can institute foreign-exchange controls.

Bearing these considerations in mind, the Canada-Quebec currency
options can be assessed. There are four basic possibilities: Quebec
could (1) establish a separate currency with a floating exchange rate;
(2) establish a currency and peg the rate to the Canadian dollar or
the U.S. dollar; (3) keep using the Canadian dollar, either without or
with a voice in monetary policy; or (4) use the U.S. dollar.’

A separate currency would provide a sovereign Quebec with policy
autonomy and the opportunity for independent adjustment, once its

.credibility was established. But in the long term, there would be losses . .

from greater transaction and accounting costs, caused by the need to
convert accounts of commerical and financial transactions. It has been
estimated that these costs would range from $0.5 billion to $1.0 bil-
lion per year” On the other hand, the Quebec Central Bank, which
would have to be established, would reap perhaps $0.5 billion per
year in seigniorage: this is the financial benefit that authorities de-
rive from issuing currency, largely in the form of not paying interest
on the liability represented by notes and coins.® Such considerations
would be dwarfed, however, by the short-term costs imposed by the
lack of credibility of the new currency. Anticipating economic uncer-
tainty in Quebec, and perhaps economic decline, many people and
firms would avoid the new currency, seeking to keep their assets in
harder money. International investors would have to be encouraged
to hold it, through interest rate premiums, and this would take place, .
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probably, when the economic shocks of sovereignty would be dimin-
ishing the tax base, when federal transfers would end, and when
Quebec would assume some new obligation for central-government
debt. Not only would it be much more expensive for Quebec to bor-
row, but runs on financial institutions could also occur. Without spe-
cial assistance from Canada or abroad, Quebec could be hard pressed
to defend its financial system, even if it took its share of the $9 billion
in Bank of Canada foreign-currency reserves. It is well understood
in Quebec that the benefits of establishing a separate currency would
be long term, but the short-term costs of introducing it would be
very large.’

There would be costs to Canada, too, if Quebec opted for a new,
separate currency. These would include transaction and accounting
costs on exchanges across the border and the loss of about one-quarter
of the Bank of Canada’s seigniorage. More seriously, there could be
speculative pressures against the Canadian dollar until it was clear
that this currency would continue to be viable. These pressures would
be fought with higher interest rates.

As one alternative, Quebec could establish its own currency and
peg it to the Canadian dollar. This would entail many of the same
long-term costs of maintaining a separate currency as well as the big
up-front costs of establishing confidence in it. Yet this option has no
benefits in the form of policy autonomy. Its currency fixed, Quebec
would have to accept whatever monetary policy the Canadian au-
thorities chose, along with the consequent exchange rate vis-3-vis third
countries. This would only accentuate the problems of setting the
initial exchange rate and maintaining its credibility. Unless the cur-
rency was backed fully with Canadian dollars, speculative pressures
in either direction could force revaluation. It has been suggested that

--Quebec could manage an internal devaluation in conjunction with a

fully backed currency, and gain a competitive edge in exporting.”
But this reduction in real wages and assets would demand a degree
of popular support that a newly sovereign government might not
command. If Quebec pegged a new currency to the Canadian dollar,
Canada would experience specultative pressures as well, stemming
from uncertainty about whether Quebec would maintain the arrange-
ment or whether it would move towards an independent, floating
currency, with the implications this move would have for the sur-
vival of the Canadian dollar, the payment by Quebec of its share of
the debt, and the Canadian financial system's stability.

Pegging a separate currency to the U.S. dolar is generally consid-
ered a less advantageous option for Quebec. The short-term costs
would be at least as great, and transaction and accounting costs would
be larger, given the relative volumes of Quebec’s trade with the two
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countries. It would also set up another obstacle to continuing an in-
tegrated Canada-Quebec financial system. Yet there could be some
advantages for Quebec in this arrangement. Since debt considerations
rather than trade convenience might be paramount, pegging to the
U.S. dollar, which is more widely used in capital markets than the
Canadian dollar, could seem desirable. Moreover, although the trans-
action and accounting costs of converting currency into American
dollars would be onerous, at least the routines are familiar. Finally,
trade diversion away from Canada and towards the south would
occur if the economic union was significantly weakened after seces-
sion, and linking the currency to the U.S. dollar would represent an
acknowledgement of this fact, an anticipation of the trend, and a sym-
bolic commitment to Quebec’s North American future. It should be
recognized that this arrangement would impose large costs on Canada.
These would consist, naturally, of transaction and accounting costs
on exchanges with Quebec. More important would be the uncertainty
about whether the Canadian dollar could continue to float indepen-
dently. Some economists have argued that if Quebec were to make
this choice, Canada might well have to do the same.” And if Canada
fragmented or decentralized radically, this is a likely outcome: either
the country as a whole or each of the provinces or regions would
become a “taker” of monetary policy set in Washington. Even if this
political result did not occur, the costs of fixing the Canadian to the
American currency would include a long-term loss of flexibility and
autonomy and short-term speculative pressures against the arrange-
ment.

Economists tend to agree that the optimum resolution of the cur-
rency issue is that Quebec and Canada maintain the monetary union.
This would allow the financial system to operate with minimal dis-
-ruption, it would save costs on cross-border transactions, and Que- -

bec would not have to bear the burden of establishing a new currency’s
credibility. In one version of this basic arrangement, the two coun-
tries would cooperate. Quebec would establish a central bank, and
management of monetary policy would be vested either in the Bank
of Canada — with representation from the Bank of Quebec — or in a
new, joint, supranational authority. And Quebec would be entitled
to a share of seigniorage. Even in this cooperative arrangement, how-
ever, there could be disadvantages for Quebec. If its government’s
voice in monetary policy was proportional to its GDP or population,
its representatives would be permanently in a minority. Essentially
it would be a policy taker, while monetary policy would be set ac-
cording to conditions in Canada. Consequently, Quebec’s particular
adjustment needs would have to be accommodated by other policy
-instruments. On the other hand, Canada would be unlikely to accept
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an arrangement by which representation in the monetary authority
was based on national equality. Even proportionality would make
the peripheral provinces regard the arrangement with distrust: the
configuration of the monetary authority would raise old suspicions
about a cabal of central-Canadian industrial and financial interests
dictating interest and exchange rates.” Another problem for Canada
is that it would have no control over Quebec’s fiscal deficits, nor could
it affect Quebec’s response to balance-of-payments deficits with the
United States. If Quebec were to run either type of deficit, Canadian
foreign-exchange reserves could erode, or Canadian interest rates could
rise, or both, because of Quebec’s trade and fiscal problems. Finally,
there could be speculation that the arrangement would not be stable
and that Quebec, sooner or later, would have to introduce its own
currency.” Such speculation could produce pressure on the Cana-
dian dollar, runs on Quebec banks, and, ultimately, a decision by
Quebec authorities to establish a new currency in order to stabilize
the situation.™

In the second variant of this arrangement, there would be no
supranational monetary authority, nor would Quebec’s central bank
have representation in the Bank of Canada. Quebec would use the
Canadian dollar, and it would be a pure policy taker. This possibility
is generally advanced as a default option should no agreement be
possible about joint control of monetary policy. Even with a break-
down of relations, this would be a feasible option, because Canada
would not be able to stop Quebec from using its currency, except
through draconian measures to stifle the flow of banknotes into the
counfry, and possibly by restricting Quebec firms’ access to the Ca-
nadian payments system - measures that would be very costly to
Canada. This arrangement might satisfy post-separation sentiment
~~in Canada, but Quebec’s lack of autonomy and even of influence in
such an important policy area could prove politically uncomfortable
for the government of the new country. Ultimately, the Bank of Canada
would be responsible to the minister of finance of Canada, and the
minister would have no incentive, after secession, to take account of
conditions in Quebec, except insofar as they might have second-order
consequences for the Canadian economy. If Quebec encountered deficit
or balance-of-payments problems, there would be adverse conse-
quences for Canada; more important, the domestic pressure in Que-
bec to withdraw from the arrangement and establish a separate
currency could become overwhelming. Realizing this, holders and
potential holders of Canadian-dollar assets would be even more likely
to demand risk premiums and to speculate against the currency than
they would if Quebec participated in settmg monetary policy in the
currency union.



47 The Currency and Monetary Policy

The final option is that Quebec simply adopt the U.S. currency as
its own. This possibility has been little analysed relative to the oth-
ers.”® Obviously, this alternative would increase transaction and ac-
counting costs, but far less so than the imposition of a new Quebec
currency pegged to the American dollar. It would strain the Cana-
dian payments and financial systems, but these are well habituated
to dealing in American currency. The credibility problems would be
reduced almost to zero, because Quebec would be declaring itself to
be permanently a policy taker, prepared to accept the American in-
flation rate and to adjust through other means to differential shocks.
The Quebec authorities would encounter much less resistance by in-
dividuals and firms to a forced conversion of their accounts into the
world’s most familiar currency than to a conversion into “dollards”
or “quebucks.” It would be essential to secure a supply of dollars, of
course, but this would require minimal cooperation from the United
States. By using the U.S. dollar directly, rather than merely pegging a
separate currency to it, Quebec would declare even more strongly a
practical detachment from Canada and a symbolic commitment to
the continental future: “Toutefois, 1'utilisation de la monnaie
américaine par un Québec souverain pourrait étre envisagée compte
tenu de la tendance a la hausse des échanges commerciaux et finan-
ciers entre le Québec et les Etats-Unis. En plus, l'uatilisation de la

- monnaie américaine éviterait des problémes conflictuels avec le

Canada.”"® In short, using the U.S. dollar would be a viable and po-
tentially attractive option for a sovereign Quebec.

This alternative would be costly and awkward for Canada, how-
ever. Dealings with Quebec would involve new transaction and ac-
counting costs, and Canada would lose the seigniorage on one-quarter
of its currency. Much more seriously, the credibility of the Canadian

-dollar itself would be threatened. Could it continue to function as an

independent, floating currency? There would be speculative pres-
sure against it, risk premiums to be paid, and possibily a liquidity
crisis.”” This could force the Bank of Canada to fix the dollar in rela-
tion to the U.S. dollar or, in the longer term, to declare the U.S. cur-
rency to be legal tender {or even the sole legal tender} in the country.

- In that case, Canada would lose the benefits of seigniorage, of access

to the Bank of Canada as a lender of last resort, and of the adjust-
ment mechanism of a floating currency: it would also have to accept
the U.S. inflation rate. Certainly, such a currency union with the United
States would have some offsetting benefits — prices could be more
stable, and the costs of doing business would be reduced.?® But
Canadians would forfeit an important real and psychological degree
of national autonomy at a time when their collective future was al-
ready uncertain enough.



CHAPTER FIVE

Political Relations
between Canada and Quebec

If Quebec secedes, the event will represent a huge political rupture.
There will be a fundamental schism in the political community that
is now Canada, even — and perhaps especially — if ROC accepts the
development and even if separation takes place constitutionally.
Nevertheless, many prognosticators expect that some new set of
political institutions would be established between the sovereign
countries of Canada and Quebec. As in the economic realm, in theory
there is a wide range of possibilities open. The dimension along which
they vary is that of political integration. If the two states were to
become highly integrated, joint political superstructures would be
established between them. At the extreme, there could be legislative,

“executive, and judicial institutions in which substantial power would

reside, almost like the current federation. Weaker integration, by
degrees, would see no legislatures, then no executive bodies, and
then no joint mechanisms to settle disputes. At the extreme of
nonintegration, relations would be conducted by international ne-
gotiation, as between any two sovereign states, with no institutions
governing the relationship other than those existing under general
international law or the particular regimes to which both countries
adhere (such as GATT and other treaties and conventions).

What the result would be, after secession, depends on several fac-
tors. One is the internal composition of Canada; that is, how ROC

reconstitutes itself. Paradoxically, a very decentralized or confederal

Canada might accommodate itself more readily to political integra-
tion with Quebec than a centralized country would. Another factor
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is the level of economic integration that is to obtain between the coun-
tries. A third is how the transition to Quebec sovereignty occurs. Not
only will the process of the separation establish precedents about
interstate political relations, but decisions will be taken during the
transition about the shape of Canada and about what supranational
political institutions, if any, are to be established between ROC and
Quebec. Over the long term, the political relationship between the
two countries will also be determined by deeper social and economic
forces that tend towards centralization or decentralization (though
these will be acting on the structures established at the time of the
separation).

The most highly integrated arrangements would invelve a central
authority with substantial functions. These would be laid out in a
separate constitution, one that could take the form of a treaty be-
tween the two states. The areas of jurisdiction often suggested for
common political control include defence, the currency and mon-
etary policy, tariffs and commercial policy, the environment, interna-
tional relations, and some state enterprises; and sometimes it is
proposed that all residents will have a common citizenship. Such an
arrangement would require a jointly elected legislature, an execu-
tive, and a judiciary. One elaborate example of these proposals is
Resnick’s “Canada-Quebec Union,” which would be an “ensemble”
or “condominium” of the two states and peoples.! The joint legisla-
ture would be composed of Canadian senators (who would be elected,
and on the basis of greater provincial equality than now exists) and
directly elected Quebec representatives. Quebec’s number of repre-
sentatives would be proportional to its population share. Ministers
would be members of Parliament or members of the National As-
sembly. The joint prime minister would be the prime minister of
~Canada or of Quebec, while the head of state would be chosen, ona -

rotating basis, by the Canadian Pariiament or by both the National
Assembly and the directly elected Quebec representatives. The
“Union” government would have some taxation powers; there would
_be a constitutional court; the separate constitutions of Canada and
Quebec would each recognize minority rights; and the central or-
gans would function bilingually. With some variations, this scheme
is representative of several proposals for sovereignty-association.?
Such arrangements would have several benefits. Despite a separa-
tion, a good deal of the existing order would be retained. In particu-
lar, a Union government would be capable of managing an integrated
economic space. The scheme would avoid disputes — potentially, very
acrimonious ones — about difficult practical matters such as the debt
-and about symbolically charged issues such as citizenship. At the
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same time, there could be sufficient disengagement for the separate
national projects of Quebec and Canada to be realized by the two
communities.

But there are many drawbacks to such arrangements, for both
Canada and Quebec. One is their sheer institutional complexity. If
Canada did not entirely fragment in the process of secession but re-
tained a central government similar to the current one, it would ac-
quire yet another level of government, leaving its citizens to be served
by a minimum of four, and in most cases five, governments. Also,
devising new, untried institutions would introduce an element of
uncertainty into a political context that was already unstable. The
structures of the European Union, often taken as a model for such
proposals, have evolved gradually over a period of four decades. As
well, the allocation of functions would raise problems, even if it could
be agreed what core areas of jurisdiction should rest with the Union.
It is impossible to divide jurisdiction cleanly. At the margin, programs
and regulations in any functional area spill over into others. The en-
vironmental regulation of rivers, for example, intersects with con-
trol over timber harvesting and fishing. Similarly, even if there was
clear Union authority to negotiate trade agreements, these would reach
back into domestic policies about agriculture, investment, and even
labour relations. This is a generic problem within federations, of course,
but established federations have evolved administrative arrangements
and legal precedents that clarify responsibilities. In the case of
Canada-Quebec, all this would have to develop, and there is much
potential for friction, delay, and legal uncertainty.

There are other practical problems with Union proposals. One is
how policy would be implemented. Either the central state would

‘command a substantial bureaucracy, or, more likely, it would depend
““on the separate Canadian and Quebec governments to enforce laws

and regulations. In the latter case, there would be scope for opportu-
nistic “slippage” ~ the lax implementation of unpopular or costly
policies. Accountability would be a related problem in such an ar-
rangement, since the responsibility for decisions could not be clearly
attributed. As well, partisan conflict probably would hinder govern-
ment effectiveness and also would cause animosity between the units.
If Canada had a right-wing government, for instance, but the Union
was dominated by a left-wing coalition anchored by a Quebec bloc,
there would clearly be potential for conflict; and if either was a mi-
nority government, the system would be even less effective. Of course,
federations sometimes produce such results. The difference in
sovereignty-association arrangements is that blame is targeted at the
other national unit.
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But would the other state be “national”? Some union proposals
are extremely vague about where sovereignty is located. Ultimately,
it must lie either in the central state or in the national units. If the
centre was sovereign, Quebecers would be denied the symbolic at-
tributes of independence such as citizenship and a distinct foreign
presence, and they would be a permanent minority within the new
state. But if the national states were sovereign, there would be no
secure base for the central government; so when disagreement be-
came sharp, representatives could be withdrawn, tax revenues with-
held, debt payments stopped, and treaties broken.

This raises the related issue of how a Union state would be estab-
lished. Resnick proposes that a constituent assembly be held with
representatives elected from ROC only, on the approval of the fed-
eral government and at least six of the nine provinces. This body
would consider the constitution of Canada and also, in conjunction
with its Quebec counterpart, the Union arrangements. Ratification
would take place by a referendum. This, of course, entirely ignores
the constitution’s existing procedures, which require amendments
to be passed through Parliament and through most, perhaps all, pro-
vincial legislatures. More important, it seems to suppose that the Union
could emerge while Canada’s sovereignty and constitutional conti-
nuity remained intact. But this is simply to say that secession has not
taken place; and this is to fudge the issue. Either constitutional amend-
ment produces a Union government or Quebec becomes a sovereign
country (while the rest of Canada remains one). In the first case, the
new system would simply be a change to a highly asymmetrical form
of federalism, and there could be no significance to any “basic docu-
ment” agreed by ROC and Quebec, because the constitution would
remain the basic law.? In the second case, the new complex of politi-
--cal institutions would result from negotiations between ROC and
Quebec, either after separation or in anticipation of it. Then the ar-
rangements would be enshrined in a treaty between sovereign states,
after “Canada,” as it was, had ceased to exist. As has been clear in
other cases, secession means that a sovereign political community is
fractured. Future relations are conducted on an international basis,
even if treaties establish new political institutions.*

If a treaty created a highly integrated political union, a fundamen-
tal problem would be how to share power at the centre, in the com-
mon institutions. There are only two possible principles, and neither
would be likely to produce satisfactory or stable results. In some pro-
posals, representation in common legislatures or executive bodies
would be on the basis of population. This is a basic democratic prin-
ciple that rests ultimately on the proposition that people are equal;
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hence, “one person, one vote.” With majority voting, however, the
Quebec representatives would always face the prospect of being in
the minority. In an integrated union, partisan and ideological con-
siderations might allow for transnational governments, since divi-
sions on issues would cut across national lines. But Quebec
representatives could always be outvoted by those from ROC, a pos-
sibility that would be likely to materialize precisely when the stakes
in some issue were very high and the national interests of the two
communities were opposed. Even if matters never came to such a
climax, the slow accretion of decisions that could be portrayed as
unfavourable to Quebec would provide an incentive for politicians
to contest the foundations of the system.

The other possible decision rule is equality, or parity between the
national communities. But if equality was the basis of representa-
tion, the citizens of Canada would face the prospect, on issues vital
to them, of being immobilized by Quebec’s opposition.® This would
be intolerable, on both practical and democratic grounds. Possibly
worse would be a series of decisions against the interests of an im-
portant component of ROC, which passed because a solid Quebec
bloc combined with a minority of Canadian representatives. There
are devices to prevent such outcomes - for example, supermajority
voting —but they are complex and they inhibit decisive state action.
The basic problem would remain. While a sovereign Quebec would
find the proportionality principle threatening and unacceptable,
Canada would never submit to parity in decision making over im-
portant areas of policy. One simple illustration of this is the negative
reaction in ROC to the Charlottetown Accord’s relatively modest
guarantee to Quebec of 25 per cent of the House of Commons seats.®
Parity in a common legislature would be regarded as even more un-

-~democratic. :

A lesser degree of political integration would find two indepen-
dent states making joint decisions over a few policy fields through
coordinated legislatures and executives. The basic model is that of
joint patrliamentary or ministerial delegations. In the East African
Common Services Organization, for example, a legislative body was
elected from the legislatures of Kenya, Uganda, and Tanganyika, and
there was a small executive composed of the prime ministers and a
few ministers from each country. The sovereign states cooperated in
some specific matters: the post office, railways, a malaria institute,
and so on. Most departments were self-financing, though the orga-
nization received 6 per cent of customs duties and 40 per cent of the
profit tax. The common legislature passed laws that were not bind-
ing on the national parliaments but were recommendations.”
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Austria and Hungary also operated a system of parliamentary del-
egations between 1867 and 1917. Each parliament elected sixty rep-
resentatives to yearly sessions that were held in alternating capitals.
If the delegations approved the common budget, it was binding on
the national parliaments. The delegations and parliaments negoti-
ated decennial agreements covering tariffs, the central bank and the
currency, the quota of common expenses to be paid by each country,
and joint railroads; these required approval by each country’s par-
liament. There were three common ministers, responsible for foreign
relations, the military, and common finance; they reported to the
emperor of Austria, who was also king of Hungary, and who there-
fore chose and coordinated the three separate ministries.®

Similar proposals have been advanced for Canada and a sovereign
Quebec. Dauphin and Slosar, for example, have ouflined a
Canada-Quebec treaty on the economic union. According to this treaty,
the union would be capped by a council composed of ministers from
the two countries. Assisted by committees of experts and a secre-
tariat, the council would prepare legislation to be presented to the
national parliaments. There would also be common management of
such sectors as communications, the fisheries, and agricultural mar-
keting, as well as an arbitration commission. This commission would
not be able to make binding decisions, however, and the decision
rule in the council would be parity.’

A system of delegations would have some benefits. It would allow
for joint control of common functions that have economies of scale,
and also of those with large externalities. And because measures would
be approved by elected representatives, policies would have the le-
gitimacy of popular sanction, if only indirectly. But there are many
drawbacks to a system that is essentially confederal. As noted above,

“even with carefully delimited areas of jurisdiction, the central poli-

cies inevitably would spill over into areas reserved for national gov-
ernments. The centre would remain dependent on national
governments for implementation. More important, the centre would
lack an independent financial base, relying ultimately on transfers
from the constituent sovereign states. If the joint delegations could
pass binding legislation, it would be difficult to hold any representa-
tives responsible, and this is objectionable on democratic grounds.'®
But if the measures were not binding, obstruction and delay would
certainly occur. The Austria-Hungary arrangement was plagued by
extended conflicts about tariff levels, the currency, relative numbers
of military conscripts, and the language of the armed forces. Confederal
arrangements are unstable because in the areas of joint jurisdiction
there is no central authority with an independent base of political
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support. The East African Common Services Organization fell apart
in discord, and the Austria-Hungary arrangement survived, shakily,
only because of the personal authority of the emperor-king.

Bipartite confederal arrangements are especially vulnerable. The
principle of representation is national equality. This means that the
larger unit must surrender authority over significant policy areas to
the veto power of the smaller partner, an arrangement certain to cause
disaffection in democracies.! Financing the common activities raises
analogous problems. Since power is divided, so, arguably, should
the contributions be split equally.”? Such proposals are not well re-
ceived by the smaller unit, because the benefits of common activities
are said to flow disproportionately to the larger partner. These basic
problems are less tractable in bipartite confederations because there
is no room for coalition building and there is less opportunity for
compromise. If there are more units, with multiple cleavages divid-
ing them, shifting coalitions can form on different issues, and con-
flicts of interest are much less stark. Arguably, a confederal
arrangement joining Quebec with sovereign Canadian provinces or
regions would be more stable than a bipartite one, but even then the
basic problems would remain: the centre cannot bind the sovereign
parts; all parties have an effective veto on fundamental issues, so
delay and conilict are inevitable; and at the same time, the units can-
not fully enjoy the policy autonomy and symbolic independence of
sovereignty. For these reasons, confederations are notoriously
short-lived.

A lower level of political integration is found where powers are
delegated by sovereign states to bodies that have regulatory or ad-
ministrative authority. These can be special-purpose agencies with
narrow mandates, or ones equipped with substantial powers over a

“range of policy areas. An example of the latter is the European Com-

mission as it operated before the recent movement towards a single
market and greater political integration. An example of the former is
the joint boards that operated facilities such as railways and airlines
in Central Africa after the federation there failed.’ Regulatory bod-
ies and administrative agencies can have a variety of governance struc-
tures. Members can be politicians or not, they can be delegates of the
national governments or they can be selected for their neutrality (some-
times by the other delegate-members), and representation can be equal
or weighted. The defining feature is that the agencies have the power,
delegated jointly by the states involved, to make rules or to manage
organizations delivering services.

This device is a most flexible one. Such agencies can maintain com-
mon functions by providing services, and they can create harmonized
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policy in certain fields by issuing directives. Free to organize func-
tions efficiently or to regulate according to the conditions and re-
quirements of the sectors supervised, the agencies may transcend
politics, or at least be shielded from national political pressures. Fi-
nally, .these special-purpose agencies often can be largely
self-supporting, especially since regulation as a governing instrument
requires little expenditure; hence, the contentious flows of funds that
support supranational expenditure programs are avoided.

But such authorities have their drawbacks and limitations. On the
regulatory side, implementation typically depends entirely on na-
tional bureaucracies. In the end, sovereign states control the applica-
tion of directives on their territory, and if rules are circumvented or
ignored, there are no sanctions available beyond those at the dis-
posal of any state in the international community, including retalia-
tion and terminating the agreement. Second, there is the perennial
problem of representation. To the extent that the agency’s functions
are significant, this is an important matter to governments. There
must be a decision rule within the agency, and this, as ever, can be
parity or proportionality. “Neutral” members can moderate this prob-
lem, but when functions are important, governments generally are
unwilling to confer much power on unaccountable delegates.

A related difficulty is the lack of responsibility of special agencies,
whose operations and decisions can affect firms and individuals
- deeply. They are obviously creatures of the state(s) and consequently
cannot be depoliticized. Unfavourable decisions and unsatisfactory
rules inevitably will be contested in the national political arenas. In
Europe, for example, the Commission’s broad authority has given
rise to the “democratic deficit” — the perceived inadequacy of popu-
lar control over regulatory decisions. Popular discontent with
~-supranational agencies is a function of democratic expectations (or, -
inversely, of deference), of sensitivity to foreign control or influence,
and of the scope and depth of regulatory intervention. When func-
tions are limited or directives are not binding on national states, the
democratic-deficit problem is moderated, and when the agencies’
activities are narrowly focused and are accompanied by opportuni-
ties for participation and appeal, international political disputes are
less probable. But this suggests that the scope for common
Canada-Quebec special agencies would be rather limited. They might
operate in segmented, technical areas such as weights and measures,
or they might provide particular services such as ice breaking, but
they could not handle the scope of regulation involved in maintain-
ing a common market or controlling pollution, let alone the respon-
sibility of managing foreign affairs or the military.
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Alower level of integration involves judicial or quasi-judicial bodies
to resolve disputes. By treaty, countries commit to having disagree-
ments over certain matters referred to a supranational body that holds
hearings and reaches decisions, which may be binding or not. This
dispute-resolution device is essentially negative: the thrust of the
judicial institutions is to determine whether existing obligations have
been met rather than to create new ones. But these mechanisms do
have the advantage of extricating disputes from normal political pro-
cesses, if only for a time, and they can therefore deflect retaliation
and escalation. Also, the quasi-judicial bodies can take on an “apo-
litical” mantle more convincingly than regulatory agencies that make
positive decisions, and thus the democratic-deficit problem is less
acute. In Canada, for example, citizens generally accept Supreme Court
decisions with little protest, even when these sweepingly create new
law; and the lack of much public pressure for even an indirect role in
appointing judges contrasts sharply with the strong demands to par-
ticipate in constitutional negotiations or to have governments use
instruments of direct democracy such as the referendum.

However, the disadvantages of dispute-resclution mechanisms
could outweigh the advantages. In the first place, decisions must be
taken about whether the bodies will be permanent, like the Worid
Court, or whether they will be set up as panels on an ad hoc basis to
deal with particular disputes. There must also be agreement about
the rules of procedure, such as standing, evidence, subpoena pow-
ers, and appeals. More substantially, there must be a definition of the
matters over which the judicial bodies will have some jurisdiction.
This presupposes that a set of rights and mutual obligations, in the
form of a treaty, has already been agreed on by the countries involved.
In general, governments are reluctant to alienate authority over such

--vital domestic matters as defence, policing, culture, minority rights,

and research and development, and consequently dispute-resolution
procedures are normally restricted to the economic realm. Govern-
ments are even more reluctant to surrender sovereign power and to
establish judicial bodies that can reach binding decisions. Thus, ap-
peals may be allowed to national courts. And since sovereignty can-
not be alienated permanently, the parties can always disregard the
decisions of the judicial bodies even if they have powers of binding
arbitration, if the stakes are high enough. Retaliation is then the only
recourse.

In quasi-judicial bodies, the standard basis of representation is parity
{often with the two sets of national representatives agreeing on fur-
ther, neutral members). Parity on such bodies is less problematic than
in legislatures, executives, or special agencies. Since the purpose of
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the bodies is to decide legal issues arising from existing obligations,
their procedure is based on the adversarial presentation of cases, and
their argumentation is technical and jurisprudential. The underly-
ing principle is to determine what is fair, not what is expedient. Nev-
ertheless, some resistance to parity can generally be anticipated in
the citizenry of the larger state, especially when binding decisions
are taken about important matters. A similar qualification applies to
the democratic-deficit argument: acceptance of judicial decisions is a
function of their legitimacy, which in turn depends on their reputa-
tion for fairness, and this takes some time to establish. In Canada,
Supreme Court decisions are accepted not only because of the court’s
long history (and its political perspicacity) but also because of its
national character. Butjoint Canada-Quebecjudicial institutions would
have neither an established reputation nor a national character.

For all these reasons, judicial and quasi-judicial institutions would
have a limited range of application in the case of a Quebec secession.
Dispute-settlement mechanisms could only be established to over-
see matters about which agreements had already been reached be-
tween Canada and Quebec. They would probably not be accorded
the power to make binding decisions, and their legitimacy would be
fragile. The scope of matters in their purview would be restricted,
with the most likely field of application being the economy. And here
itis worth noting that if Quebec were to accede to the FTA and NAFTA,
the dispute-settlement mechanisms already established under these
treaties might well be adequate to deal with many economic disagree-
ments between the two countries.

A more tenuous level of political integration involves the creation
of advisory and consultative mechanisms. Joint advisory bodies can
be mandated to investigate developments and problems in some policy

~-field, and to make recommendations about the appropriate national - -

or joint responses. This is a flexible device that can serve as a neuiral
source of information and suggestions. Advisory bodies can be elabo-
rate and permanent, like the International Joint Commission of Canada
and the United States, or they can be established as required. Al-
though their policy recommendations are not binding, they can have
considerable weight when they are based on credible research, ex-
pert analysis of problems, broad public participation, and a realistic
appreciation of the constraints on national governments. _
There are few drawbacks to such bodies. One, of course, is that
they have no power other than the force of analysis and suasion: this
tends to cause their effects to be felt only in the longer term. They
can also prove embarrassing to governments by highlighting flawed
policy and neglected problems, and support can always be withdrawn
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from them. Finally, there is the matter of cost, and of dividing it be-
tween two countries that have comparable interests in the policy area
but different sized populations and revenues. Despife these difficul-
ties, it is possible that Canada and Quebec would establish advisory
bodies in some areas, such as securities regulation and the environ-
ment, if no higher level of political integration was reached, provided
that common interests were recognized at the outset of the new rela-
tionship.

An even weaker level of political integration is reached when na-
tional governments have no mutual obligations other than to con-
sult each other regularly. Consultation can occur between ministers,
legislatures, regulatory authorities, and even judiciaries. It can be
required by treaties or arranged through official or quasi-governmental
organizations. Consultation forces decision makers from each state
at least to confront the other’s agenda, and it can promote mutual
understanding and informal cooperation, but it offers no certainty
of joint or coordinated action.

The final level of political integration is one in which integration is
null: relations between Canada and Quebec would be like those ob-
taining between any two states in the international arena. There would
be no bilateral institutions linking the two communities; instead, the
“normal procedures of international law and diplomacy” would gov-
ern their relations.’ These relations would be state-to-state. Of couzrse,
the two countries would share membership in existing international
organizations. Each would participate in the United Nations, the In-
ternational Monetary Fund, and many other organizations, and these
regimes would impose constraints on the bilateral relationship. But
there would be no bilateral political integration. The results of inter-
state negotiations could be pragmatic agreements to take particular
actions, or they could be formal treaties establishing certain rights
and obligations. But there would be no general decision rules, and
cooperation would take place only when each side judged an arrange-
ment to be in its national interest. The advantage of such an outcome
is that full political autonomy would be attained. The disadvantage,
of course, is that mechanisms to make collective, binding decisions
about matters of common interest would not exist.

Which level of political integration would exist between Canada
and Quebec in the long run would depend on the relative strength of
structural forces conducive to centralization and decentralization. It
would also depend on Canada’s internal structure: a system of par-
liamentary delegations or a set of powerful executive agencies would
be unlikely to emerge if the secession left a coherent ROC confront-
ing Quebec about whether parity or proportionality would be the
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rule in joint decision making. The process of the transition would
also be crucial. Not only would the procedures for arranging the se-
cession establish precedents about political relationships, but high
levels of mutual hostility at the mass level would limit the degree of
political integration that the leaders could arrange. The reason is
simple: citizens of neither side would accept infringements on their
autonomy imposed by the need to compromise with the other: “In
the first place, giving the common institutions any degree of inde-
pendent authority would be perceived by certain Québécois as giv-
ing the rest of Canada a veto power or at least avenues of intervention
in fields vital to the building of the Quebec nation. In the rest of Canada,
conversely, some might argue that to have Quebecleave is bad enough,
but to see imposed on the remainder of the country yet another level
of bureaucracy through which Quebecers can meddle indirectly in
its affairs, would be intolerable.”15

On the other hand, there may be material benefits associated with
different levels of political integration. These would arise if political
integration was necessarily associated with economic integration. Less
abstractly, although public sentiment in the two states might dictate
that there should be little political integration between them, it might
be that high levels of economic integration, with their attendant ben-
efits, can only be achieved or sustained when a political superstruc-
ture of common institutions is in place, and this could moderate
pressures towards political disengagement. Similarly, secession might
produce a weak political superstructure, or none at all, and this might
place a ceiling on the level of economic integration that could be
maintained in the long run, thereby increasing the costs of separa-
tion. This issue merits a short analysis.



CHAPTER SIX

Does Economic Integration
Reguire Political Association?

The preceding chapters have laid out the various levels of economic
and political integration that are possible between sovereign states.
Whether there is a connection or correlation between these dimen-
sions is a highly abstract question, but one with a lot of practical
significance. After a Quebec secession, many sovereigntists maintain,
economic integration between Canada and Quebec would continue
at a high level, that of a common market or an economic union. So
the economic disruption caused by the political act of achieving sov-
ereignty would be minimal. Sovereigntists also often envisage that
some joint institutions would be established to manage the common
economic space, and generally these represent a low level of politi-

“-cal integration — quasi-judicial bodies, special agencies, or executive -

councils of ministers.

Most English-Canadian analysts agree that the level of political
integration would be at least this low, because the rupture of seces-
sion would make it unlikely that the two countries would agree to
vest much power in common legislative or executive bodies. But
they tend to assume that there is a close relationship between eco-
nomic and political integration, and so the lack of joint institutions
inevitably would limit the degree of economic integration that would
be sustainable between the two countries. As a result, sovereignty
would bring economic loss, compared to what would have been at-

- tained in the present economic union. This is an important

anti-sovereigntist argument. As the following quotations illustrate,
it is also widespread:
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“ A customs union, a common market, or an economic union, let
alone a monetary union, are impractical because they all require a
significant degree of political integration.”

“However, to some extent there is a relationship between economic
integration and political integration; as one moves from a free
trade agreement to a customs union to a common market to an
economic union, the required extent of political integration also
increases. A free trade agreement, for example, requires only a
dispute settlement mechanism, while a common market requires
some policy coordination and an economic union requires more
extensive policy coordination (especially if it is accompanied by a
monetary union} as well as a central government with sufficient
powers to enforce citizenship rights. This relationship between
political and economic union will, for example, therefore constrain
the options available under the banner of sovereignty-association;
that banner misleadingly suggests that the degree of political
integration (sovereignty) can be chosen independently of the
degree of economic integration (association).”?

“The key point is that maintaining a customs union requires some
minimal degree of political union, because of the divergence in
regional interests. Conversely, the rupture of the Canadian political
union seems to almost inevitably imply dismantling of the Cana-
dian customs union.”?

“The choices in the economic and political realms are not unre-
lated, however. The political institutions must be compatible with
the chosen degree of economic interdependence.”*

“Indeed, one of the great lessons of recent European experience is
that economic union cannot be achieved without a significant
degree of political union, probably crossing the threshold from

confederalism to federalism. It is utterly unrealistic to imagine that

union.

the even wider economic purposes envisioned for ‘economic
association’ between Quebec and CWQ [Canada without Quebec]
could be achieved while breaking apart the existing political

]

”As we shall see, each time one moves from a lesser to a greater
degree of integration, an increasing proportion of the economic
powers of the nation states must be delegated to supranational
institutions.”¢

“The existing Canadian customs union has evolved over years in
response to the shifting balance of regional and sectoral economic
and political forces. It would be highly unrealistic to expect it to
persist if political ties between Quebec and Canada were ruptured.
Its continuation requires a federal government for resolving
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disputes. There can be no economic union without a political
union.””

In the same vein, Courchene agrees that an economic union requires
central institutions with enough power to compel member states to
act in certain policy areas, and he asks, “Why would Quebec risk its
economic future by becoming independent only to immediately hand
back to the confederal superstructure much of — and in some areas
more than - the ‘sovereignty’ that it gained?” Once more, the as-
sumption is that an economic and monetary union would require
that substantial power reside in a joint “legal and administrative su-
perstructure.”® Such propositions are denied by Quebec sovereigntists,
of course. In the words of the Parti québécois, “En accédant a la
souveraineté, le Québec coupera bien entendu le lien politique avec
le régime fédéral, mais dans l'intérét du Québec et du Canada, de
nombreux liens & caractére économique seront maintenus.”®

The conclusion that economic and political integration are corre-
lated rests on several axioms. Four seem to be critical. First, only some
economic gains can be delivered through negative integration; that
is, through rules against barriers to the movement of goods, services,
labour, and capital. Further gains require positive integration — uni-
form regulations and active measures to facilitate the flow of factors
in the economic space and to increase economic efficiency within it.
Second, positive integration is best assured through a central authority,
because there are few incentives for politicians governing separate
states to reach cooperative agreements. Third, in democracies, citi-
zens are reluctant to accept laws and regulations that emanate from
authorities that are foreign or are otherwise impervious to demo-
cratic political control. Fourth, redistribution outside the boundaries

"of a “sharing community” is politically impossible. Apart from these

general axioms, there is some tendency to overstate the economic
benefits of greater political integration, because the policies of an ideal
central authority are sometimes contrasted with the costs imposed
by noncooperation between real states.

One argument for the link between political and economic inte-
gration is that higher levels of the latter, such as a free trade zone or
a common market, require removing not only tariffs but also non-tariff
barriers to trade (NTBs). To allow fair competition and greater effi-
ciency, the economic space must be relatively homogeneous. Many
NTBs are subtle. They include subsidies to domestic firms, discrimi-
natory government procurement, and regulations about such mat-
ters as investment and product standards, as well as the regulatory
frameworks of such sectors as transportation, communications, and
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banking. To remove NTBs, the argument runs, there must be an au-
thoritative enforcement mechanism to settle disputes about unfair
trade and to determine whether national policies are acceptable.
Naturally, this requires a framework treaty. More effective is a single
central authority, such as the European Commission, that can enact
uniform regulations and codes of conduct so that the constitutent
states” practices become standardized.

But levelling the competitive playing field may not require such a
high degree of political integration. If national policies are broadly
similar in effect, constituent governments can extend “mutual rec-
ognition” of each other’s policies, accepting them as equivalent. In
the Canada-U.S. Free Trade Agreement, for example, each country
agreed to provide for the accreditation of the other’s testing facilities
and inspection agencies.'” When practices are not similar, one state
may choose to harmonize regulations voluntarily, a choice that de-
pends on how much inconvenience and economic loss is being caused
by noncongruence. As well, unfair NTBs can be attacked, within the
framework of an overarching treaty, by dispute-settlement mecha-
nisms. As in the FTA and NAFTA, treaties can impose constraints in
areas such as government procurement, agricultural regulations, and
foreign investment controls, and disputes about whether regulations
have been unfairly applied or are in conflict with the goals of the
treaty can be settled by quasi-judicial bodies. Such processes, how-
ever, are slow, are bound by precedent, and produce zero-sum deci-
sions in favour of one side or the other. The constraints they impose
are legalistic and administrative, and hence inflexible.®* There is less
scope for creative compromise than exists within an integrated po-
litical system. But such compromises can also be suggested by joint
advisory bodies, a very low level of political integration, and they

~can also be struck by politicians even when interstate consultations

are infrequent. The question is whether those politicians have an in-

" centive to compromise.

Another argument focuses on trade policy. Any level of economic
integration beyond a free trade zone requires a common commercial
policy. Minimally, this means that the cooperating states must agree
on a tariff schedule and on common quotas in special sectors, for
example, agriculture, textiles, and footwear. They must also be ca-
pable of joint action in trade disputes with third parties, and of nego-
tiating multilateral agreements as a unit, one that is able to bargain
coherently and strategically within a complex set of international
coalitions. Finally, commercial policy has spread from simple mat-
ters of tariffs and quotas to wider issues such as investment, subsi-
dies, intellectual property, and the environment, so the domestic impact
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of trade agreements also has broadened, along with its political rami-
fications.

The basic requirements of a common commercial policy may be
met more effectively and at less cost by a single central authority
that has executive and perhaps legislative powers. The large consul-
tative apparatus associated with trade negotiations need not be du-
plicated. Decisions may be reached more quickly within a single
government than when their implications must be gauged separately
in two or more communities before being aggregated by negotiation
into one common position. As the scope of commercial policy broad-
ens, so does the complexity of the trade-offs to be made between
domestic interests, and so too do these theoretical advantages of a
single political authority. But of course much depends on how dif-
ferent the economic interests of the constituent states are, for the re-
gional politics of trade arise from international agreements that create
benefits and losses that are concentrated regionally. Two states could
readily agree on a common commercial policy if their economies were
identical — but they never are identical. A single authority also has
the capacity to assuage the “losers” from the new policy; that is, it
can extend assistance to those bearing costs, by means of regional
funds, retraining programs, and adjustment subsidies. Thus, the los-
ers are cross-subsidized by the beneficiaries of the new trade policy.

These arguments are not watertight, however. The commezcial policy
of a customs union can be set by joint parliamentary delegations or
through ministerial meetings. Intergovernmental negotiations may
then be slower and more complex. But they can still result in a com-
mon position; indeed, the difficulty of agreeing can increase lever-
age in negotiations with others.”? Obviously, the decision rule is
important. If policy is not set by a single authority, where the rule is
consensus within a responsible executive and a majority vote in the
legislature, it must be parity or proportionality. But both are unsatis-
factory when the states differ considerably in size. If each state in-
sisted on positions that benefited its interests at the expense of the
other, nothing would result under parity, and the smaller side would
always lose under proportionality. The problem is that interregional
trade-offs cannot be made under a strict decision rule. But in a cus-
toms union, which always is also a free trade area, interests in each
state are interdependent, in complex ways. So an alternative is for
there to be no formal decision rules and for negotiations to continue
(including, informally, with trading partners) until agreement is
reached. Relative power need not be formalized. While such processes
would be complex and time consuming, they could moderate politi-
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cal resentment, because precise responsibility could not be assigned
by the losers.

What really counts in commercial policy is being able to imple-
ment or “sell” the new rules. At the extreme, in theory, one state could
simply adopt the trade policies set by its partner(s) in the customs
union, as long as domestic public opinion was willing to accept the
outcome. This could depend on the cohesiveness of the citizenry, the
organization of interests, and also the adjustment mechanisms avail-
able. In theory, again, it is possible that one state’s losses could be
compensated by transfers from the other, even without much politi-
cal integration. If not, the individual states could design adjustment
programs; cross-subsidization across borders is not essential.

Another argument holds that economic integration at the level of
a common market or economic union requires a very high degree of
regulatory harmonization. Some relevant regulations are purely do-
mestic; others, such as competition policy, span the states in the union.
There must also be a standard system of commercial law, or agree-
ments that circumvent legal gaps and incompatibilities. Tax struc-
tures should be comparable if not identical, especially on the corporate
side. Finally, for positive integration there must be provisions for
infrastructural efficiency, either through regulation (as in telecom-
munications and transport) or through direct provision of installa-
tions. All of this is facilitated by a single authority.

But can similar results be achieved by independent states at a low
level of political integration? Clearly, a substantial part of the regula-
tory framework governing commerce can be made homogeneous by
voluntary harmonization, which needs no contact whatsoever be-
tween states, let alone a common legislature and executive. All that
is required is that the state which does most of the harmonizing has
“~a government capable of resisting domestic pressures to legislate more
favourable or suitable measures.

If economies are interdependent, governments have an incentive
to negotiate changes to laws and regulations jointly. One problem in
their doing so is delay, because of conflicting interests, and this can
be costly in a period of rapid change. But single central authorities
also can have difficulty in accommodating regional interests quickly.
More serious is the argument that interstate agreements would rep-
resent the lowest common denominator — if agreements could be
reached at all. Fundamentally, this argument for political integration
distinguishes those who believe that sovereign states can and even-
tually will make mutually beneficial common policy from those who
do not. The first position assumes that cooperation to enact economi-
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cally efficient policies results from the pressure of people and firms
who seek the gains that are not possible because of discordant poli-
cies. Along these lines, one analyst described Canada’s legislation
facilitating commerce as “the reflection of a spontaneous order shaped
by the requirements of trade and the needs of the economic agents,
and this order exists whether or not Quebec remains part of the Ca-
nadian federation.”" But of course there is much in history to warn
that institutions providing mutual gains might not arise spontane-
ously. GATT, to name the most obvious example, has developed very
gradually, and it was established after a destructive period of
beggar-thy-neighbour trade policies. One theoretical reason to ex-
pect low levels of international cooperation is that states may be
motivated not by the prospect of making absolute gains but by con-
siderations of relative gains: even though both sides might benefit
from cooperation, this might be refused if one side would benefit
more,™

More generally, suboptimal outcomes can be attributed to political
incentives, under conditions of intergovernmental competition. This
competition can be horizontal, between states, or vertical, between
states and the central authority. Some analysts see intergovernmen-
tal competition as fruitful, because it stimulates innovation and effi-
ciency; horizontally, this can occur because governments must be
responsive when mobile factors are free to move to the other juris-
dictions. Others see horizontal competition as potentially destruc-
tive, since governments can adopt policies that impose costs on other
states, and they can fail to make agreements in the best interests of
the whole union, simply because they are responsive only to domes-
tic constituencies, For example, if some potential change in procure-
ment rules or transport regulation would benefit 80 per cent of the

~~people in one state but only 40 per cent in the other, it would not be

adopted, because the second state would not agree. But if there was
a central authority, under majority rule, the change would be made.
Further, the argument runs that governments tend to be more re-
sponsive to those threatened by change, because these groups have a
stronger incentive to organize and lobby for protection than those
who would benefit from a new, efficient policy.”® So, for example,
some regulatory change might benefit 80 per cent of the people in
one state and only 60 per cent in the other, but if the losers were more
powerfully organized in the second state, the change might still not
be agreed. If there were common political institutions, all the poten-
tial “winners” would be more likely to prevail over the losers (and
there might be more opportunity for redistribution to mollify the
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losers). In this view, economic efficiency cannot be maximized with-
out a central “monitor.”*

But there are other monitors that exist besides a central govern-
ment. For instance, there is currently little coordination of the pro-
vincial governments’ fiscal policy stances within the Canadian
federation, and arguably it is the financial markets that monitor these
in the end. Moreover, there are costs to having a central authority,
since it can be exercised at the expense of policy innovation and ad-
ministrative efficiency. More important, there is no guarantee thata
central authority will enact economically efficient policies. Certainly,
in Canada, the federal government has legislated and spent in ways
that have distorted interregional prices and thus tended to fragment
the economic union.” In short, a central authority also has incentives
to respond to regional constituencies.

Still, the absence of a central monitor will sometimes lead to de-
structive competition between states, and potentially efficient agree-
ments will not be reached. But perhaps the central authority need
not involve political integration at the level of a common executive
or legislature. One obvious possibility is a joint advisory body, which
could gather information, investigate problems in the economic union,
and suggest policies to improve its operation. Another is a
dispute-settlement mechanism, or a trade and regulatory tribunal.
The latter has more power but faces several practical obstacles. First,
with little legitimacy at the outset, quasi-judicial bodies must slowly
build their credibility as impartial monitors. Second, to maintain high
levels of economic integration, their purview must be very broad:
states have to agree on a comprehensive and detailed treaty, one reach-
ing far beyond a free trade agreement. If the judicial mechanism is
not to be purely negative, but is to be empowered to require action

--as well as forbidding particular measures, then the treaty-must also. ..

include common goals agreed by the states, goals that are amenable
tojudicial interpretation. Third, judicial bodies are not well equipped
to act as program designers so as to provide positive direction when
states fail to meet their commitments or adhere o the union’s goals.**
But they are capable of declaring regulations and policies to be inad-
equate and to need redesigning. Even so, judicial bodies must act
with more reserve than a central political authority, for decisions re-
quiring sweeping policy changes could make the democratic-deficit.
problem acute. In the end, without a positive central authority, there
is no mechanism to compel states to reach agreements that strengthen
the economic union. But this is also true whenever subnational gov-
ernments have any dreas of sovereign economic jurisdiction.
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Some aspects of positive economic integration are particularly dif-
ficult for politically independent states to achieve. In the first place,
a comtnon infrastructure requires joint action. This can involve regu-
lation of common services and the direct provision of facilities that
increase economic integration and efficiency. While many such mat-
ters can be delegated to special-purpose agencies, they cannot be
depoliticized. How serious a problem this is depends on the sensi-
tivities about decisions over which there is no direct democratic con-
trol. Such agencies also require agreement on decision rules, staffing,
and funding responsibilities, and this may be difficult to achieve when
only a few states are involved. '

Another area where simple harmonization is not enough is the le-
gal framework of commerce. Parallel domestic rules about such mat-
ters as bankruptcy and competition policy and the enforcement of
court orders will not suffice to maintain high levels of economic inte-
gration. There must be scope for the extraterritorial enforcement of
legislation. It is feasible, for instance, to have identical bankruptcy
laws, but if a firm in one state goes bankrupt, there can be no author-
ity over its assets in the other without some treaty providing for this.
The same is true for taxation and many areas of corporate law. Simi-
larly, in the securities industry, mirroring another state’s regulations
does not guarantee active cooperation. Again, fully harmonized com-
petition policy requires one state to submit the pricing practices of
its domestically based transnational firms to the scrutiny of compe-
tition authorities that are based in the other jurisdiction. Although
some of these problems can be circumvented by requiring that all
corporate activity in the other states be conducted through subsid-
iaries, this reduces economic integration and increases transaction
costs. It also raises the problem of transfer pricing in the case of un-

~-fair competition — or fraud in the case of bankruptcy ~ and therefore

simply pushes the extraterritoriality issue back one stage. Alterna-
tively, authority over such matters can be allocated by treaty to a
joint body, either regulatory or judicial. In this case, the states have
to agree on a decision rule within the body, and its legitimacy will be
contested to the extent that its decisions allocate costs and benefits
differentially among the component units. Nevertheless, the rather
arcane matters involved in competition policy and many other ar-
eas, and the uniform interests of dominant businesses in a legal sys-
tem that integrates the economic space, might help insulate such bodies
from domestic political forces.

Finally, it is worth noting that the whole problem of cooperatively
achieving positive integration is reduced when governments favour
less state management of the economy: “Economic integration is,
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however, not only the result of international agreements. It is also
the spontaneous outcome of the market mechanism in the absence of
obstacles to the movement of commodities, people, capital, and en-
terprise. But widespread government interference in the market
mechanism has made it necessary to coordinate national policies if
they are not to have a disintegrating effect on the economies on which
they operate.”” If market forces are allowed to prevail in the eco-
nomic space, less coordinated policy will be required, and negative
measures to restrict discrimination may suffice. Of course, if the gov-
ernments of the states have different orientations towards this basic
issue, the probability of maintaining high levels of economic inte-
gration is much reduced. The whole framework of the economy will
tend to differ in the two states, and the less interventionist govern-
ment will constantly oppose the distortions introduced by the other
state. :
Another case for the link between economic and political integra-
tion concerns social policy. One prong of this argument is that the
traditional instruments of economic management - tariffs, subsidies,
regulation, and public enterprises — have become constrained by in-
ternational agreements or by the state’s fiscal incapacity. Growth now
depends on human capital formation and rapid economic adjustment,
which require sound and integrated social-policy design.® Separate
states may not achieve economies of scale in providing some social
and educational services, and if people are mobile the constituent
units may undersupply some services, such as specialized job train-
ing. Hence, there must be a central authority with spending or regu-
latory powers in these areas. Another prong of this argument is that
differences in social policy can produce unfair competition within a
comumon economic space. If one state provides few social entitlements,
“~for example, or has weak laws about workplace safety or the right to
unionize, its products are cheaper, unfairly. Furthermore, wide
- social-policy variations among the states in a union are inefficient,
because firms move to less productive locations in order to access
disadvantaged workers and lax regulations, and people are drawn
tomove by lower taxes or higher benefits (“net fiscal benefits”) rather
than by market wages.”
At the extremne, some of these arguments favour a highly central-
ized or unitary state. But there can be advantages to social-policy
_differentiation, in the form of competitive efficiency and innovation,
that offset the market distortions it creates. As well, much social-policy
harmonization can be achieved without a common political author-
ity that has some jurisdiction in these fields or is capable of spending
to enforce uniformity. Minimum standards can be agreed on through
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treaties or through a basic charter of social entitlements, like the Eu-
ropean Social Charter.” This would require only a dispute-resolution
mechanism for enforcement.

Despite all these options, there are two areas of socio-economic
policy in an economic union that appear unattainable without high
levels of political integration. The first concerns personal mobility.
One dimension of this is immigration into the economic space. Na-
tional governments tend to guard jealously their right to control im-
migration into the community. It is possible that separate states could
harmonize their immigration requirements and procedures or that
immigration could be managed jointly under a treaty; but this is a
highly sensitive issue in every country, one that is difficult to man-
age without the public being able to express its views democratically
and to hold accountable the political executive that is responsible for
the policy. Internal migration is at least as sensitive. An economic
union can be most efficient when there is free movement within the
economic space, but this means that individuals must receive the
equivalent of “national treatment” status — the right to work and to
receive social benefits and domestic constitutional protections in any
jurisdiction. In theory, this status could be extended mutually by treaty,
but the benefits expected to flow from it would then have to be com-
parable. More important, these are basic entitlements of citizenship
itself. They help to define the community. It is unlikely that they could
be extended without some political expression of a common iden-
tity, particularly an elected legislature.

The other policy area where high levels of political integration seem
imperative is redistribution. In integrated economies, interregional
transfers are necessary for efficiency. They allow states to offer com-
parable social-policy packages and so reduce inefficient migration

“(though this involves no extra cost when migration is restricted any-

way). They also ease structural adjustment to external economic shocks
that distribute costs and benefits on a regional basis, and adjustment
to common policies that have the same effect. Redistribution can pre-
vent adjustment that is inefficient because the shocks are temporary
(such as a trade war in grains). It acts as a mutual insurance system
within the union. And when policies in the union create inequality
or threaten to do so, the resistance of regional coalitions can be over-
come when some of the net benefits of the policy change can be re-
distributed to them. So redistribution can increase the economic
efficiency of the union.

Does this sharing require common political institutions? It would
appear so. The notion that one citizenry should be taxed in order to
provide transfers to another government is generally unacceptable.
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It is difficult enough to tax for foreign aid to desperately impover-
ished countries; governments could not tax in order to make trans-
fers to the partners in the economic union. Redistribution on any
significant scale can only take place within the confines of a political
community and through a2 common government with an indepen-
dent electoral base. Questions of redistribution are quintessentially
political ones: they cannot be hived off to neutral commissions or
groups of experts. Only politicians can make the necessary trade-offs,
based on their own reading of public opinion and electoral account-
ability. If fransfers were made without such a common government,
the citizens in each state would certainly resist, not only on grounds
of material self-interest but because transfers would violate basic demo-
cratic principles. As well, it is improbable that the separate states
would be willing to compensate their own domestic losers from a
common policy when they were numerous, perhaps a majority, and
when the beneficiaries were beyond the reach of taxation; instead,
the state’s government would have a strong incentive to oppose the
policy.

The economic significance of these limitations depends, of course,
on the real contribution of interregional transfers to the economy.
The basis of such allocative decisions is their political efficiency, which
may not correspond with economic efficiency. Indeed, there are per-
sistent arguments that the Canadian economy has suffered from ex-
cessive interregional redistribution. Transfers have impeded
adjustment, have added to the fiscal burden, and have reduced com-
petitiveness.” Nevertheless, if redistribution can strengthen an eco-
nomic union, and if common political institutions are essential for
this function as well as for allowing individual mobility, then there
clearly is a ceiling on the level of economic integration that can be
-.achieved without them.

. Afinal consideration concerns monetary policy and currency. Based
on the evolution of the European Union, it is sometimes argued that
a common monetary authority cannot be sustained without deepen-
ing political integration. But the experience of currency boards and
the existence of countries where the American dollar is used speak
against this suggestion. In fact, many economists are persuaded that
monetary policy affects nothing except inflation levels in the long
run, and they use this to argue for isolating central banks from po-
litical influence. In any case, one state in an economic union obvi-
ously could be a pure monetary-policy taker. Equally obviously, if
the population of that state did not believe in the neutrality of mon- -
etary policy, or if short-term shocks were not appropriately adjusted,
there would have to be a strong political consensus that the costs of
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accepting another state’s policy were outweighed by other benefits
of the economic union or by other benefits of sovereignty.

The overall conclusion here is that there is only a weak link be-
tween economic and political integration. Particular levels of eco-
nomic integration can be achieved within a variety of institutional
frameworks. Indeed, it is easy to neglect the full range of political
institutions through which economic arrangements can be made and
managed. These include voluntary harmonization, consultations and
the use of expert advisory bodies, standard international negotia-
tions that produce treaties, quasi-judicial mechanisms to settle dis-
putes, special-purpose regulatory and administrative bodies, and joint
delegations, as well as common legislatures and executives. Even this
list omits non-official mechanisms that can promote harmonization,
such as the Scandinavian Inter-Parliamentary Union and the Uni-
form Law Movement in the United States.

One can classify the broad functions of government with respect
to economic integration. Judicial and quasi-judicial bodies have the
advantage of some insulation from normal political pressures and
lend themselves to formal parity in representation. They can achieve
negative integration by outlawing discrimination, and they may have
some ability to promote positive integration by ruling against mea-
sures that are uncoordinated or are not in the spirit of treaties. Regu-
latory and special-purpose bodies can also achieve positive measures,
though if their activities are very intrusive, the problem of demo-
cratic accountability will arise. Allocative functions cannot be sus-
tained in the absence of a common political authority with an
independent democratic base; this expresses the existence of an un-
derlying sharing community that constitutes a political union. With-
out such central institutions, the highest levels of economic integration

-cannot be attained.

To sum up, high degrees of economic integration can be achieved
more quickly, flexibly, effectively, and efficiently by a central author-
ity with an independent democratic base than by the separate or co-
operative action of sovereign states — in principle. These advantages
are not inevitably realized, because internal conflict and the political
incentives in place may produce stasis or economically inefficient
policies. It is not inconceivable that fairly high levels of economic
integration could be maintained through voluntary harmonization,
though this will require a government capable of resisting domestic
pressures to establish a separate regulatory regime. Nor is it impos-
sible that more positive measures could result from the joint action
of the constituent states, though there is much to suggest that this
will occur only when there are clear mutual gains to be realized and
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when functions can be hived off to quasi-judicial or regulatory bod-
ies that can gradually establish their legitimacy. Generally, the politi-
cal incentives within two states that do not share a common legislature
and executive are purely domestic, so the separate governmental
calculations of costs and benefits are necessarily partial. This would
inhibit some cooperative solutions, though there will still be incen-
tives to promote economic integration when economic interests are
interdependent.

What does all this suggest about the effects of a sudden drop in the
level of political integration? First, there would be an immediate de-
cline in economic integration because cross-border mobility and re-
distribution would end. Positive integration brought about by a joint
legislature’s spending throughout the economic space would also
cease. The size of these losses to the whole economy or any part of it
would depend on how important mobility had been as an avenue of
adjustment and how economically efficient transfers and other ex-
penditures had been.

Beyond this, the effects are less certain. A drop in political integra-
tion is rather different from that normally contemplated in analyses
of economic and political unions, most of which focus on increasing
integration. Generally, economic integration is the desired end, and
political nonintegration is an obstacle to it, largely because the sepa-
rate constituencies of governments resist particular measures or a
general surrender of authority. But this situation may not be sym-
metrical with a decrease in political integration.? For instance, if two
governments tentatively agreed on a change of regulations that in-
creased efficiency in the common economic space but created a set of
losing interests in one state, these interests could block the change;
they could also stir resistance to laws derived from “outside” the

-democratic polity. But when the regulation is already in place, there

exists a political and economic equilibrium. People and firms have
already adjusted to it, and no losers are created by leaving it in place.

- Of course, some domestic interests might mobilize to promote a change

that would benefit them, or economic shocks might provide an in-
centive for change; and if some state(s) in the union made policy
changes, the other governments would have to decide whether to
follow suit or not. But these pressures are different from, and prob-
ably less powerful than, those that inhibit governments from depart-
ing from the status quo in order to enter new integrative arrangements.

Over the longer run, the separate governments, responsive to dif-
ferent domestic constituencies and subject to different external eco-
nomic influences, would tend to enact distinct policies, thereby
decreasing the level of economic integration. The propensity to do
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this would be a function of the extent of economic interdependence,
which would decline as political integration eroded, thus producing
less incentive for cooperation, and so on. But much could depend on
the institutions still in existence. We have seen that central political
institutions can play a powerful role in maintaining an integrated
economic space. Except for redistribution and mobility, a joint legis-
lature and responsible executive are not, in theory, essential to main-
tain high levels of economic integration. 5till, replacement mechanisms
would have to be established to substitute for the roles played by
central authorities. These could include, as described above, a
dispute-settlement mechanism about economic regulation, an advi-
sory body on the economic union, and agencies to manage common
infrastructure and assure extraterritorial legal enforcement. Treaties
also would be required to provide for mutual recognition of regula-
tions, the general goals of the union, and social entitlements.

In theory, such a framework could maintain economic integration
at a relatively high level, but in fact its long-term effectiveness would
depend on the willingness of citizens to accept rules over which they
had no direct democratic control (or, conversely, on the ability of
politicians to explain the rules as necessary). The initial question, of
course, is whether such a framework would be established in the
first place. This would depend on the attitudes of citizens and the
incentives facing governments at the time of the change.

To return to Canada and Quebec, this implies that the process of
the transition to sovereignty requires careful, detailed analysis. The
political atmosphere of the time and the decisions taken during the
event would have enduring consequences. How the secession took
place would help determine the degree of political integration that
would exist between Canada and Quebec and, not quite indepen-

- dently, the level of economic integration that would be maintained

between them. This in turn would determine in part how costly the
separation would be. Before proceeding to analyse the transition to
sovereignty, however, it is necessary to examine briefly the underly-
ing factors that are conducive to centralization and decentralization
in a political system. These, too, would help determine the degree of
integration that would obtain between Quebec and ROC and also
the long-term configuration of Canada itself.



CHAPTER SEVEN

Determinants of Centralization
and Decentralization

- If Quebec secedes, Canada could take on any one of a variety of con-
stitutional forms. As discussed earlier, it could reconstitute itself any-
where along the continuum from highly centralized {or unitary) to
highly decentralized (or fragmented). The alternatives are clear. Here,
our subject is the underlying factors that help determine the degree
of centralization in any political unit. The basic idea is that institu-
tions are shaped by societal characteristics.! In theory, constitutions
should accommodate the socio-economic features of the polity; in
practice, the structural characteristics give rise to currents of opinion
and political forces that influence the creation of constitutions. These
underlying factors are relevant both to the constitutional make-up of
Canada and to the degree of economic and political integration that
would exist between Canada and an independent Quebec. For ex- -
ample, if ROC was more homogeneous culturally than Canada is now,
then, other things remaining equal, this would be conducive to a con-
stitution more centralized than the current one. Similarly, if Canada
and Quebec had very different economic and trade interests, this would
restrict the level of political integration of the post-secession institu-
tions that the two countries would establish.

Structural factors shape constitutions in two ways. First, they have
an impact at the time of their creation, both because they help give
rise to the political forces at play and because those engaged in writ-
ing constitutions take them into account. Second, the characteristics
of the polity are always in flux, however gradually, and this evolu-
tion will create pressure for constitutional change. Our interest here
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is in the first relationship rather than in long-term. evolution. This is
justified because in assessing ROC’s constitutional make-up and the
level of integration between Canada and Quebec, the most impor-
tant determinant will be the conditions at the time of the separation.
In part, this is because secessions are such monumental events that
some “underlying” characteristics can change during their course.
As well, there is more room for disagreement about how these fac-
tors are evolving than about their current nature. Some analysts see
global economic and technological change eroding Canada’s east-west
economic links and integrating Canadian regions economically and
culturally with the United States.? All this is conducive to decentrali-
zation over the long run. But others focus on ROC’s prospects for
cultural, ideological, and economic coherence.? At the time of a sepa-
ration, political actors would operate “in the shadow of the future,”
as they see it, but this is indeterminate, and the first issue to settle is
how structural characteristics would affect institutional design dur-
ing the secession.!

The analysis here will be brief. This is certainly not because of a
shortage of factors. To explain the degree of centralization written
into constitutions, scholars have invoked a very large number of geo-
graphic, social, economic, institutional, and political characteristics.
Moreover, these elements are interrelated. As one analyst of stability
in federal states put it, almost despairingly, “there is a complex inter-
play among all the variables.”® Theories of centralization and decen-
tralization also differ in the relative emphasis placed on these factors
and about the nature of their interrelationships. Nevertheless, there
are several comprehensive surveys of the factors that shape the ini-
tial form of federal states and of those that determine their evolution
and stability. This discussion relies on them,’ but it treats the subject
only briefly because structural characteristics would not strictly de-
termine the constitutional outcome in Canada (or the degree of inte-
gration that would exist between Canada and Quebec). To anticipate,
the analysis shows that there are few very strong pressures towards
either centralization or decentralization in ROC and that those that
do exist point in contradictory directions. Beyond this, analysts have
shown that when institutions are being established, both structural
and conjunctural factors are important in determining their form. If
Quebec secedes, the conjunctural factors will be crucial. In short, the
underlying characteristics of the polity would leave much 1at1tude
for political choice.

The most comprehensive surveys of the determinants of federal
structures have been made by Ronald Watts. These address the fac-
tors that promote more or less centralization when federal constitu-
tions are created and those determining their later evolution and
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stability. The first set of factors is laid out in table 3.7 The top panel
lists those conducive to a centralized union, while the bottom panel
contains those that tend towards regional autonomy. For the most
part, the second are mirror images of the first, but some deserve sepa-
rate discussion. The table also scores the strength of each factor. Most
of the factors are structural characteristics, relatively immutable, but
others (denoted by “C"”) are conjunctural, meaning that their force
and direction depend on the events of the time. The factors are pre-
sented both for Canada (as it would exist without Quebec), and for
Canada-Quebec integration after secession. The qualitative analysis
here can be supplemented by reference to the data in tables Al and
A2, as well as to the discussion of ROC’s characteristics in chapter 1.

Taking the structural factors first, an important one is the prospect
of economic advantage. In deciding, after secession, whether and how
to maintain the Canadian federation, economic considerations would
weigh heavily. In the Canadian economic union as it exists, there are
large trade flows, considerable corporate integration, and much labour
mobility. There is also scope for positive integration by the central
government, through the judicial system, federal regulation and spend-
ing on infrastructure, and redistribution. These considerations would
be a force for maintaining the economic union in Canada along with
a central government capable of managing it.

On the other hand, regional economic interests are diverse, a fac-
~ tor conducive to decentralization. The Atlantic provinces are weakly
linked by trade to the rest of Canada. But their residents and govern-
ments have an overwhelming interest in continued federal direct
. spending and transfers. In 1990 net federal transfers to these prov-
inces ranged from 20 per cent of provincial GDP in New Brunswick
to 36 per cent in Prince Edward Island.® The major economic diver-
gence in ROC is between the West and Ontario. Insofar as their
resource-based and manufacturing economies are complementary, -
much of the historical legacy is one of central-Canadian domination,
through tariffs to protect manufacturing in Ontario and Quebec, and
through “positively” integrating measures such as the Canadian Pa-
cific Railway and the National Energy Program. Nevertheless, there
is no inherent conflict of economic interest between these regions.
Because of the extreme fluctuations of the resource-based western
economy, it is recognized that the economic union provides substan-
tial benefits in the form of mutual insurance, stabilization, and labour
mobility; without these, price volatility would directly affect wages
and employment. Also important is the power of Canada in interna-
~ tional negotiations. The West alone probably could not have matched
Canada’s success in disputes with the United States about potash
and lumber.?
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Table 3
Factors Conducive to Centralization and Decentralization
I UNION Canada  Canada-Quebec
C' 1 Desire for independence/external threat xXx? oo
2 Economic advantage:
(i) scale and complementarity X X
(i} positive economic integration X —*
C (iif) unified interest groups X
3 Administrative efficiency X -
4 External relations:
(i) defence X X
(ii) diplomacy X O
(iil} trade - -
5 Ethnic and cultural homogeneity X 0
| 6 Geographic contiguity Q0o X
7 Historical political association X X
| 8 Similar political and social institutions X -
5 C 9 Political leadership X 00
* 10  Successful models of federalism X O
C 11 American/international policy X X
12 Sense of common citizenship X 0o
I AUTONOMY
C 1 FPear of domination after independence ole) Q0
2 Diverse economic interests:
. (i regional specialization 8] -
| _ (ii) inequality O -
| 3 Administrative convenience:
(i) regional homogeneity - o
(ii) effectiveness 0] O
4 Conflicting external relations:
(i) defence X X
(ii} diplomacy X o
(iii) trade ) -
5 Ethnic and cultural diversity X o]
-6 Geographic dispersion &) -
7 Historical identity - (@]
8 Dissimilarities:
(i}  political and social institutions X -
(if) ideologies O
C 9 Regional political leadership o] a0
10 Models of autonomy o] O
C 11 American/international policy X X
12 Sense of regional identity O Q0

Nofes: ' Conjunctural factors, whose force and direction depend on the events of the time
? X signifies tendencies towards centralization ’
? O signifies tendencies towards decentralization
# A dash means neutral
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Still on the decentralization side, it is true that considerable re-
gional inequality would exist in ROC; in fact, without Quebec, dis-
parities would be more obvious. This is normally a factor conducive
to demands for autonomy, but in Canada these demands would not
arise from poorer provinces concerned about economic domination
or exploitation; on the contrary, the pressure for decentralization could
emanate from wealthier provinces that were no longer prepared to
subsidize the poorer regions. On the other hand, as noted above, the
burden of redistributive programs would be lessened if Quebec had
seceded.

The next factor is administrative efficiency. There are obviously
some gains to be realized when a central government has substantial
powers with respect to defence, foreign affairs, taxation, justice, stan-
dards and patents, and other common services. This especially ben-
efits the smaller provinces. But most provinces fully realize economies
of scale in services such as elementary and secondary education, and
there are strong arguments for provincial administration of many
other functions. More responsive to local interests and preferences
and quicker in decision making, the provinces can also compete in

program design and delivery, and this stimulates innovation and ef-

ficiency.

In foreign affairs, there are evident advantages to a strong federal
role. There is no interregional disagreement with the country’s
well-defined role in North American and NATO defence or with its
peacekeeping functions. The same is true of diplomacy. Trade is an-
other matter. Although the major interprovincial disagreements about
the FTA and NAFTA have now been decided, there remain substan-
tial differences in the direction of trade flows. British Columbia is-
orienting towards the Pacific Rim economies, including that of the
northwestern United States; Alberta’s major flow of output is into
the United States, as is Ontario’s; and the Atlantic region is heavily
dependent on foreign markets. In fact, every region sells more abroad
than it sells within ROC. This produces some trade policy differences,
. as in the east-west split in the GATT negotiations about supply man-
agement in agriculture. Once more, though, the major divisive is-
sues, both in North America and in GATT, have been settled, and
there is a common structural interest in a central government that is
capable of negotiating internationally and protecting domestic inter-
ests in trade disputes, especially when the provinces can still be inte-
grated into international bargaining frameworks or left free to make
international arrangements of their own.

There is no doubt that Canada without Quebec would be more
homogeneous ethnically and culturally than at present. With respect
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to language, the data in table Al make this clear. Beyond simple de-
mographics are the cultural elements of a national character. According
to Charles Taylor’s analysis, ROC would share several elements of a
common identity: the fact that English Canadians are united by a
sense of being different and less violent than Americans; a commit-
ment to the collective provision of public goods and to regional equal-
ity; an endorsement of multiculturalism; and a strong support for
the Canadian Charter of Rights and Freedoms.” At present, these
values conflict with some of those widely shared in Quebec. In par-
ticular, the desire to preserve Quebec’s autonomy and to ensure its
cultural survival contradict ROC’s insistence on regional equality,
multiculturalism, and the Charter. The removal of this conflict would
be conducive to a more centralized ROC constitution.

However, Canada would become geographically discontiguous, a
factor that normally works strongly in the opposite direction. In
Canada’s case, though, this factor might be more psychological than
real. As Watts points out, transportation and communications facili-
ties can be more important than sheer geography. Moreover, the At-

- lantic provinces are economically dependent and have traditionally

supported a strong central government that is able to direct equal-
ization and other transfers to the region."* Although Quebec seces-
sion would lead to greater intraregional cooperation in Atlantic
Canada, as the threat of it already has done, it would not weaken the
region’s adherence to Canada.’? Nor should discontiguity in itself
lead other citizens or governments to advocate decentralization. More
generally, though, the geographic dispersion of the country’s popu-
lation is a factor against centralization, as it always has been.

The Canadian provinces have a long historical association within
the present federation. This is an inertial force for continued unity,
and it would especially be so in the absence of the province that has
most resisted great national efforts - in the two world wars — and
also has most strenuously demanded structural changes in the fed-
eral association. On the other hand, the adherence of the western
provinces to the federation is relatively recent and is still marked by
their former neocolonial status, which was apparently reasserted by
Ottawa’s resource policies in the 1970s and 1980s. The effects of these
historical grievances cannot be ignored, even though they have been
somewhat mitigated by the constitutional amendments of 1982 and
by less interventionist central governments since 1984.

The Canadian provinces also have very similar political and social
institutions. The basic political institutions, administrative structures
and traditions, and legal systems are all marked by only minor varia-

- tions. Less formally, the political party systems are basically alike,
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and the national party system remains an integrating force. On the
other hand, it can be argued that there have emerged significant ideo-
logical cleavages between the West and the rest of Canada, focused
on the populism and belief in direct democracy that have swept the
West in the past and are now concentrated in, though not restricted
to, the Reform Party. This ideology includes a mistrust of strong cen-
tral government, and to the extent that it is a regional phenomenon,
it must be counted as a force against centralization.
For most Canadians, the present constitutional system represents
a satisfactory model of federalism. Opinion has varied over time,
affected by the incumbent government’s performance, but there is
little evidence of the strong and pervasive dissatisfaction with the
federal system that exists in Quebec.” However, there are also strong
models of provincial autonomy and decentralization in Canada, par-
ticularly in the West. Governments in British Columbia and espe-
cially in Alberta have supported Quebec demands for greater
provincial powers, and the core western requirement for constitu-
tional change has become a triple-E Senate. While the pervasiveness
of decentralist “province building” has been overstated somewhat
(though it obviously applies to Alberta), there are clear models of
provincial autonomy that conflict with the existing distribution of
powers. Some have argued that Ontario, traditionally supportive of
a strong central government, could also take a more autonomist po-
sition as a consequence of fiscal restraint, shifting trade flows, and
the failure to have its intérests adequately represented in federal
policy.™
Finally, there is the underlying sense of common citizenship, a fac-
tor stressed not by Watts but by Hicks and others.”” Undoubtedly,
there is in the population a substantial reservoir of identification with
- Canada as such, though there is also a strong identification with re-
gions and provinces. Donna Dasko, summarizing a decade of
Environics polls, notes a decline in the propensity to identify with
Canada more than with one’s own province. Between 1980 and 1991,
the proportion who did so dropped from 62 to 53 per cent, the big-
gest drop being in Quebec. The percentages identifying most with
Canada at the end of this period were 69 per cent in Ontario, 57 per
cent in the West, and 49 per cent in the Atlantic region.’ Of course,
this mixed loyalty is characteristic of federations.” It underpins a
" system where power is divided on a regional basis. These deep loy-
alties are enduring, but as the change noted by Environics shows,
they do move with events. So this factor is conjunctural to some ex-
tent, and it would certainly be so if Quebec seceded, for the issue at
the time of Canada’s reconstitution would be how strongly people
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identified with Canada-without-Quebec, not with Canada as it ex-
ists today. How citizens actually felt would not become apparent until
the event occurred. For example, some English Canadians take pride
in the cultural duality of the country: Quebec’s distinctiveness is a
characteristic that strengthens their identification with Canada. So if
Quebec separated, one of the foundations of their sense of commu-
nity and citizenship would be lost. For others, Quebec’s distinctive-
ness is irritating and an impediment to their identification with the
country as a whole, and therefore its “departure” would permit a
greater attachment to ROC. The relative size of these two groups is
impossible to estimate, but if irritation with Quebec is stronger in
the West than elsewhere, that region’s identification with the coun-
try should increase with separation.

Beyond this, the sense of common citizenship can be affected by
momentous events. National solidarity during the crisis of war is an
obvious example. This implies that the balance between national and
regional identities, so important because it sets parameters to the
actions of political élites, may be strongly influenced by how the pro-
cess of Quebec secession occurs. A sense of crisis could lend support
to centralizing forces. As Roger Gibbins put it,

If Quebec remains in Canada, the likely drift of constitutional evolution will
be towards the concentration of the instruments of governance within Que-
bec and the fragmentation of the same outside Quebec. However, if Quebec
should leave, there may be strong incentives for Canadians to reconstruct
an effective national government for the rest of the country. In this case, the
dynamics of reconstruction could result in a more centralized federal state
in which Ottawa, and not the provinces, would be empowered to address
the concerns of the new political agenda ... At the very least we should ex-
pect a period of assertive nationalism as Canadians try to redefine their new
country and national community; the classic Canadian search for a national
identity would come back with a vengeance.'?

Of course, if this search failed, the sense of crisis could lend support
for decentralist or secessionist alternatives in Canada. Or this could
happen earlier. In Gordon Gibson’s view, rallying to Ottawa would
be to respond to the siren call of national solidarity. If English Cana-
dians gathered in a constituent assembly and contemplated where
their interests and loyalties lay, the result could well be “a vastly
pruned back central authority, amounting to little more than a ve-
hicle for international continuity and a service bureau for the prov-
inces.” '

This leads to the more obviously conjunctural factors denoted in
table 3. Historically, the desire for independence and the presence of
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an external threat have often been critical in the decision to form
federations and in determining the degree to which power is vested
in the central authority. Centralization can be a response to an exter-
nal threat. The obvious candidate, as in 1867, is the United States.
While anti-Americanism has declined in Canada over the past two
decades, there is strong public sentiment that Canada should remain
independent of the United States, and thus the fear of fragmentation
and absorption would support centralization. As Léon Dion, an as-
tute observer of Canadians, put it, English Canada has been unable
to accept decentralization because of “la peur de son propre
éclatement” [the fear of itself busting apart]. But more important
would be the immediate threat that Quebec secession would pose to
Canadians in the form of economic loss and uncertainty. In the course
of a separation, Quebec could come to be seen as a foreign, danger-
ous entity. Both dynamics could support resolute action from the
centre. Consequently, the secession could leave a residue of central-
ism, one that might even be inscribed in the constitution of a reformed
Canada. In opposition to this tendency, however, could be the de-
centralizing fear of domination within the federation. The cause would
be the power of Ontario in the new Canada. The Atlantic region would
have few options but to accept this, albeit grudgingly. The real con-
cern would be in the West, where many citizens distrust central Canada
-and Ottawa, and would resist a federal government with strong powers
if it was dominated by Ontario. The relative balance of these forces
would depend on the sense of crisis generated at the time of seces-
sion, as well as on the other conjunctural factors.

When constitutions are created, organized interests play an im-
portant role. Thus, if Quebec seceded, many groups would seek con-
stitutional changes, though only a few would be most concerned with
the distribution of power within Canada. These groups would prob-
ably stress the advantages of continued economic union and the need
for central power. Many business, labour, and other organizations
are federal in structure, but most business associations are unitary.?
Some of the most important business groups are organized prima-
rily in English Canada, having only weak confederal links, if any,
with their Quebec counterparts. The same is true of labour organiza-
tions, and their advocacy of strong central power, or at least of main-
taining the economic union in ROC, would be buttressed by their
declining ties to American unions and their concentration in the public
and para-public sectors.

Political leadership would be a crucial conjunctural factor. At the
creation of the federations surveyed by Watts and others, it is clear
that politicians had considerable autonomy, within the complex of
structural forces, to design institutional arrangements. Leadership
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would also be important because structural characteristics are open
to differing interpretations at any particular time, and so political
discourse shapes, to some extent, the salience of factors such as re-
gional economic specialization, ethnic homogeneity, and even geo-
graphic contiguity. Thomas Berger provides a good example of the
“spin” that articulate leaders can apply to such factors:

With Quebec gone, will Canada be a Pakistan of North America, with the
Maritimes inevitably breaking away, as Bangladesh did from Pakistan? Such
comparisons are trivial. A better one would be the United States, which is a
Pakistan of North America: it has forty-eight contiguous states, and Alaska
with Canada’s land mass in between {not to mention Hawaii). Alaska shows
no sign of leaving the Union because of the distance it lies from the lower
forty-eight. I lived in Alaska for two years in the mid-1980s. Alaskans, like
Canadians, believe they have good reasons to remain where and as they
are?

In ROC, there are strong national parties focused on the central gov-
ernment, and with an interest in its perpetuation. In the event of a
secession, there certainly would be leaders arguing for a federation
at least as centralized as the current one. But there are also powerful
regional spokesmen, especially in the West, who are prepared to ar-
ticulate the vision of a decentralized Canada or one with stronger
regional representation in central institutions, and who perhaps are
even prepared to advocate secession. Similarly, there is Ontario lead-
ership that is ready to protect the interests of the province, whether
these are said to lie in a more or less centralized federalism or even

- in some separate arrangement with Quebec. In the abstract,

leadership’s effects are unpredictable, but at a time of profound un-
certainty, constitutional and otherwise, it would be crucial in deter-
mining the constitutional make-up of a new Canada.

- Finally, there is the attitude of foreign powers. Most important by
far is the United States. This country can be counted on to support a
united Canada. It would also support a ROC at least as centralized
as Canada is now, and the attitude of other foreign states and inter-
national organizations would be similar. The reason is simple: “If
secession occurs, foreign governments have two unknowns to deal
with: the newly seceded government, and either a weakened old
regime or an unpredictable new one which displaces it. All these
tions and strengthen the inclination of foreign governments to sup-
port central regimes.”® The same holds true for foreign attitudes
towards the integrity of the states that emerge from the separation.
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This concludes the analysis of the factors conducive to centraliza-
tion and decentralization in a new constitution for ROC. Table 3 also
displays the direction and strength of structural and conjunctural
factors that would bear on the degree of centralization — or political
integration, to adopt the terminology used earlier —between Canada
and Quebec. Fach one need not be discussed here. But it is evident
that there are far fewer characteristics conducive to integration than
would be operative within ROC. Most notable among the structural
factors are the more limited opportunities for positive economic in-
tegration, the diplomatic differences in foreign policy, the lack of so-
cial and political homogeneity, and the possible dissimilarities in
political institutions and ideology; as well, there are few successful
models of strong integration between two sovereign states, and the
sense of “regional” identification in each unit would be very strong.
The conjunctural factors are even more heavily weighted against close
integration. With secession, the other unit would represent a poten-
tial threat, to autonomy on Quebec’s side and integrity on ROC's,
and to economic well-being on both sides. The act of separation, by
definition, would fracture any existing sense of common citizenship.
Political leadership might be oriented towards maintaining the ex-
isting degree of integration, but the strongest political incentives would

' be towards safeguarding the interests of the respective states. The
conjuncture — the process of the transition to sovereignty — needs
closer investigation, but clearly the structural factors are not condu-
cive to a high degree of political integration between Canada and an
independent Quebec.

The conclusions here are straightforward. The underlying charac-
teristics of ROC alone are more compatible with centralization than
are those of Canada as it is currently composed. One major struc-
tural problem would be the geographic isolation of the Atlantic prov-
inces. Much more significant would be the incipient suspicion between
the West, especially Alberta and British Columbia, and an Ontario
that might be capable of dominating the federation. Geographic, eco-
nomic, political, and ideological cleavages overlap to some extent
along this divide. Of course, it is not entirely evident that if Quebec
seceded, Ontarians or their leaders would support a federation cen-
tralized even to the existing extent. In any event, while most under-
lying factors are conducive to centralization, there are countervailing
propensities towards regional autonomy along almost every dimen-
sion. So these factors in themselves could hardly determine the shape
of the institutional arrangements that would be put in place if Que-
bec seceded. This means that the conjunctural factors would be cru-
cial. The main ones are the exercise of political leadership and the
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extent to which secession and the uncertainty it creates would be
perceived as threats that could be countered only through the deter-
mined wielding of central power.

This brief analysis suggests once again that the internal make-up
of Canada, as well as the relations likely to obtain between Canada
and an independent Quebec, can only be understood by a close study
of the transition to Quebec sovereignty. The institutional outcomes
of the secession will be shaped largely by the process through which
it occurs, by the events and decisions involved in this momentous
development, rather than by the deeper geographic, economic, so-
cial, and cultural characteristics of the two countries.



PART TWO

The Transition
to Sovereignty

For reasons suggested in the preceding part of this study, in order
to predict the future of Canada and the shape of Canada-Quebec
relations, one has to comprehend the process of separation. The
first chapter of this part explains why this is so. Then the analysis
turns to other studies of Quebec secession, surveying the existing
literature in order to reach some tentative conclusions about what
might take place in the course of a separation of Quebec from

- Canada. But these are inconclusive and contradictory. So we .
proceed to comparative analysis of other secessions. Here, the
focus is almost exclusively on cases where secession has occurred
peacefully. From the analysis of the few relevant cases, we draw
some generalizations about how the process of separation takes
place. The pattern of peaceful secession seems to hold true,
uniformly. But it should be stressed now that the pattern is
composed of mere empirical generalizations. They define a process
that has occurred when peaceful secession has happened in the
past — that is all. No claim can be made that this pattern constitutes
a theory of peaceful secession, that any set of generalizations is
more important than the others, that any one is a necessary or
sufficient condition of peaceful secession, or that the pattern will
be found in future separations. Still, the regularity is striking.
Consequently, the generalizations are used in part 3 as the
framework for analysing the Canada-Quebec case. Before that is
done, the last part of the comparative chapter considers another
case, the separation of Slovakia and the Czech Republic. This is the
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most recent instance of secession that could have much relevance
for Canada. In the Czech-Slovak case, the generalizations reached
from comparative analysis are, for the most part, borne out, but
there are also some interesting variations, and these are analysed in
some detail. The point of all this groundwork is to allow a detailed
assessment of how the transition to Quebec sovereignty would
occur. But why is this so crucial? .



CHAPTER EIGHT

Why the Transition Is Important

One purpose of this study is to predict what ROC would become if
‘Quebec secedes — but there is a wide range of institutional configu-
rations that Canada could take on. Another purpose is to predict what
economic and political relations would exist between Canada and a
sovereign Quebec —but there are many alternative levels of integra-
tion that could be established. Each of these various arrangements
has its advantages and disadvantages, theoretically, but each also has
its partisans and predictors. There is a simple reason for this: no one
knows what will happen if Quebec secedes. And yet no one can know
what will become of Canada and Quebec unless they understand the
process of getting there. The transition to sovereignty would deter-
mine long-term outcomes. There are several good reasons to believe
this.

In the view of most scholars, there exist underlying structural char-
‘acteristics in any country that are conducive to creating a more or
less centralized constitution. But these would not determine the out-
comes of a Quebec-Canada separation, for they tend in contradic-
tory directions; geography, for example, dictates a decentralized
Canada, while social and cultural homeogeneity would support a
more centralized system. This means that there is no overwhelming
pressure towards one or another option.

Anyway, such factors are never quite determining of constitutional

‘and institutional outcomes. Within the constraints they appear to
impose, there still exists a range of alternatives. Even if the factors
were unidirectional, so that they would appear to rule out extreme
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outcomes such as a fragmented Canada or a Canada-Quebec federa-
tion, analysts could still imagine some trajectory of events that would
produce the extremes. This is because the underlying factors are subject
to interpretation. Analysts disagree about their relative importance,
50 that some would regard a geographically divided Canada as quite
unsustainable while others would portray noncontiguity as irrelevant.
As well, the very nature of these factors is open to debate. In one
theory, Canada-Quebec relations would depend mainly on the de-
gree of cultural distinctiveness between the two states; but some ana-
lysts find little that separates the communities except for language,
while others regard each as a “global society,” sharply defined by a
distinctive and ali-pervasive cultural viewpoint.! When it is realized
that all citizens of the two states are “analysts,” it becomes clear that
interpreting and defining the underlying characteristics, their direc-
tion, and their relative influence is a matter of political debate. The
outcome of that debate is not predetermined.

This is all the more true because many factors are conjunctural.
Geography may be eminently predictable, but public attitudes to-
wards the other community, the position taken by organized inter-
ests, and the stance of foreign powers are far less certain. So is the
process of the event. For instance, one possibility for a post-secession
Canada is that existing provincial boundaries would be changed, to
form regional units or many small provinces. One can identify forces
conducive to each outcome, but as Maureen Covell has peinted out,
the results would depend on how the transition was negotiated: “Sce-
narios that envisage the elimination of the provinces are less likely
to emerge from a negotiation process dominated by provincial gov-
ernments than from a process in which they are absent.”? To under-
stand the outcome of the separation, it is essential to comprehend
what form these conjunctural factors would assume and how they
would evolve under the pressure of events.

Secessions offer huge scope for political debate and leadership. It
has long been recognized that political leaders and governments have
some autonomy from socio-economic forces and their attendant po-
litical expressions, even in democracies. When these forces are con-
tradictory, that autonomy increases.’ Beyond this, secessions are not
times of normal politics. The system is changing, profoundly. There
is a high degree of uncertainty about the future and about where
people’s interests lie. The normally settled relationship between
socio-economic interests and their political expression is much at-
tenuated, if not quite eliminated. At least in the short term, this may
open up more room for both public debate and the determined exer-
cise of political leadership.
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Secession is not politics as usual. It is an historic event. In any soci-
ety, it is unprecedented, and in the Canadian case it would be dou-
bly extraordinary because there has never been a secession in an
advanced, industrial, capitalist democracy.* By definition, an historic
event is one in which the past is a feeble guide, the future is radically
uncertain, and decisions taken in the present have great consequences.
As it unfolds, the event is sweeping enough to affect profoundly the
economy, society, and polity in ways that are interrelated. Deep eco-
nomic uncertainty, for example, has political ramifications; social
unrest or the creation of new political institutions has economic con-
sequences. This means that the transition to sovereignty must be stud-
ied in close detail. The forces at play and the interrelations between
them must be seized in their historical specificity. As Wood put if,
secession “is less aptly understood as a condition than a process.””

The long-term structure of Canada and the relations that would
exist between Canada and a sovereign Quebec are a function of what
happens in the transition. They are path-dependent. After a period
of turbulence and uncertainty, a new equilibrium will be established,
and this will depend on the choices made during the transition.® This
result is not merely a matter of normal historical change or evolu-
tion, in the sense that a particular condition would not exist without
its antecedents, although it is true that big decisions are made when
states are breaking up. During a secession, choices are also made about
institutional structures. This is inescapable, for the existing institu-
tions have been challenged or demolished. Once established, struc-
tures have enduring effects. Institutions channel peoples’ interactions,
shape expectations, and embody, more or less explicitly, particular

. norms and values.” So they have some independent weight in pro-
ducing policy cutcomes and determining the long-term evolution of
the system. Institutions help shape the underlying societies from which

- emanate future political demands.® This is another reason why the
outcomes of a secession depend on the process through which it oc-
curs.

So the events marking the secession and the conditions within which
it takes place set the atmosphere for taking crucial decisions. In mak-
ing these decisions, despite the constraints of cultural and
socic-economic factors, there is considerable leeway for political de-
bate and political leadership. The decisions set other events in train,

- sometimes momentously. They produce new institutions, ones that
have concrete effects in themselves, as evolving complexes of politi-
cal forces are channelled through them to produce new outcomes. In
the end, the system may seftle into a relatively stable equilibrium,
and underlying factors such as social homogeneity and geography



92 The Transition to Sovereignty

may exert their marginal pressures on its evolution. But the equilib-
rium that is reached after the secession is only one of many that are

'possible Which one results is dependent on the transition, so this

must be analysed closely, using the m51ghts of other analysts and the
experience of other countries.



CHAPTER NINE

Other Studies of the Transition
to Quebec Sovereignty

INTRODUCTION

This study is guided by the view that a Quebec secession would be
peaceful. That is, there would be no state-sanctioned use of military
force against the citizens or armed forces of other states. There might
be violent unrest and armed forces might be deployed, but there would
be no massive repression or civil war. These parameters apparently
render inapplicable much comparative experience from cases where
secession succeeded or failed only after long attempts to suppress it
or through a civil war, as in Switzerland, the United States, Ireland,
Katanga, Biafra, Bangladesh, Sri Lanka, and so on. We assume a peace-
ful separation in which the Quebec electorate expresses a clear pref-
erence for sovereignty, and Canada agrees that Quebec will become
a sovereign state. Thus, it might not seem necessary to deal directly
with some basic problems normally attendant on the formation of
new states, such as the legitimacy of the secessionist claim and the
matter of international recognition when sovereignty is contested.!
- Nor might it seem useful to consider the potential for military con-
flict between Canada and Quebec, or to contemplate possible Cana-
dian efforts either to reassert control over the portions of the province
that were added in 1898 and 1912 or to assist subsecessionist move-
ments in Quebec, though these topics recently have atiracted the at-
tention of some commentators.? Despite our guiding assumptions,
however, these issues must be addressed. Any survey of other stud-
ies has to include them, and a comprehensive analysis of Quebec’s
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secession and Canada’s future cannot ignore extreme possibilities.
But this does not invalidate our assumptions. As will be shown, it is
the very potential that extreme possibilities could materialize that
would lead to our assumptions being met in reality. Yet it is essential
to be aware of the conditions under which our guiding assumptions
would be true.

Existing analyses of the process of Quebec secession fall into four
groups. First and most numerous are studies of the economic costs
and benefits of independence. Some of these take into account the
political climate surrounding the secession, but economists’ tools are
not well suited to this task; nevertheless, the economic costs of sepa-
ration would depend primarily on the politics of the process. A sec-
ond group of studies explores the legal issues surrounding secession.
These are helpful in laying out the alternative ways through which
the transition to sovereignty can occur, in gauging the legal arma-
ments at the disposal of the parties fo the secession, and in highlight-
ing particularly difficult issues. Despite the complexity of legal
argument, however, the critical matters are political in the end, and a
third type of study lays out contrasting scenarios to which the course
of political events might correspond. These are useful in isolating
the critical variables that would shape the broad course of the transi-
tion. Finally, there are studies of the detailed politicial processes
through which secession might occur and of the institutional arrange-
ments which might be established at the time. These help serve as a
foundation for further predictions.

ECONOMIC STUDIES

Most economic studies of Quebec secession make a sharp distinction
between the province’s long-term prospects as a sovereign state and
the economic impact of the transition to sovereignty. Debate about
the long run hinges less on Quebec’s resource endowment and in-
dustrial base than on how the country would be inserted into the
international economy, including its relations with Canada, and on
whether government policy and the sociocultural fabric of the new
state would more surely promote growth and facilitate adjustment
than is possible at present within the federal system. In the optimis-
tic view, a cohesive, flexible Quebec, with a loyal business class and
state policies tailored to its needs, outward looking and with access
to markets assured through international trade regimes, would fare
better than it currently does.? In the pessimistic view, either Quebec
would fail to gain adequate access to international markets, or its
sociocultural endowment would fail to produce economic growth,
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or the effects of the transition to sovereignty would hobble its long-run
prospects.

One study sensitive to both alternatives was conducted by the Eco-
nomic Council of Canada before the last round of constitutional talks.
The council explored five structural options: the status quo, moder-
ate decentralization, extensive decentralization, a confederation of
regions, and sovereignty-association. The last included an economic
union, with Canada and Quebec coordinating external trade, trans-
portation and communications, and monetary policy. It was assumed
that equalization payments would end and that there would be no
other transfers either explicit or through programs such as housing.
As well, Quebec would assume 22 per cent of the federal debt. Using
a sophisticated computer model of the interregional economy, the
Economic Council found that Quebec’s GDP would decline under
the sovereignty-association structure, by 1.4 to 3.5 per cent.* How-
ever, the council could not build into this model any estimate of the
dynamic gains that it admitted might result in a sovereign Quebec
from a “better business and political climate,” such as a possible so-
cial contract between economic partners.® Equally important, the coun-
cil described a range of costs associated with the transition to a new
constitutional order, but it could not quantify them: the results “do
not take into consideration the path of adjustment or the transition
costs that may be incurred in going from one situation to another.”®

Focusing on the transition, however, one finds unanimous agree-
ment among economists that secession would impose short-term eco-
nomic costs on both Canada and Quebec. Transition costs comprise
three elements: transaction costs, fiscal costs, and uncertainty. Trans-
action costs include the governmental resources devoted to negoti-
ating new arrangements, and to transferring programs, revenue
sources, and public servants, as well as the substantial costs to firms
and citizens of learning about and accommodating themselves to the
new arrangements. Not all transaction costs would show up as mea-
surable losses in GDP. Grady assesses the cost of “institutional re-
structuring” as “large” for both Quebec and Canada {(meaning over
1 per cent of GDPT, or over $1.5 billion for Quebec and $5 billion for
Canada).” This loose estimate is probably high on the Canadian side,
but not necessarily so. Fortin, in contrast, estimates the costs of reor-
ganizing the Quebec state at only $600 million over two years.?

Fiscal costs are the costs of higher taxes to provide the services
that are now provided to Quebecers by the federal government (net
of their current taxes paid to Ottawa). Much economic analysis of
the transition has centred not on the economy per se but on govern-
ment finances. This may have been caused by the provocative and
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exhaustive study of the subject by the secretariat of the Bélanger-
Campeau Commission.” Or it may be that public finances are appar-
ently more calculable (when assumptions about shocks to the tax base
are restricted), since the largest part of the change would result from
Quebec’s taking responsibility for some precisely measurable share
of Canada’s national debt. In any case, under its sovereignty- asso-
ciation assumptions, the Economic Council estimated that the tax
burden on Quebecers would rise by 3.3 per cent of GDP (to 41.8 per
cent)."” John McCallum has provided a useful compendium of such
estimates, which shows the deficit of a sovereign Quebec as lying in
the $10 billion to $22 billion range; he also updates the moderate $13
billion figure of Pierre Fortin to show that it would have reached $17
billion in 1992-93." Even ignoring other borrowing for Hydro-Quebec
and for retiring some of Quebec’s share of the national debt, this deficit
would amount to 10 per cent of GDP and would require a severe
austerity program starting right after the attainment of sovereignty.'?
Coté predicts that spending cuts of $8 billion would be necessary,
which, combined with real shocks and uncertainty in financial mar-
kets, would cause an economic “implosion” beyond the experience
of industrial countries." Pierre Fortin, under far more optimistic as-
sumptions, still finds that spending cuts of $3 billion would be nec-
essary to get Quebec’s deficit/GDP ratio into line.

The third set of transition costs is caused by uncertainty. This sim-
ply means that when conditions change, economic actors have less
confidence in their expectations about the future. Doing what they
have been doing appears more risky, so they are less likely to con-
tinue doing it. This applies to individuals deciding whether to move,
firms deciding where to invest and to place orders, ereditors decid-
ing where to make loans, and all other economic activity. The Eco-
nomic Council, for example, focused on financial markets and argued
that borrowers would pay extra during the transition, because lend-
ers would worry more about (1) political risk, or uncertainty over
the impact of political and institutional change on public policies, (2}
default risk, because of uncertainty about the creditworthiness of the
emerging states, and (3) currency risk, arising from uncertainty about
future exchange rates.”” These premiums could impose significant
increases in borrowing costs for governments, firms, and individu-
als. But the effects of uncertainty are potentially very much wider,
involving migration, savings propensities, firms’ decisions about
sources of inputs and market outlets, and investment decisions.

Estimation of uncertainty costs is difficult. This problem confronted
economists at the Royal Bank, who argued that “the things that can-
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not be measured accurately in the current debate are the things that
will have the most important influence on the economic consequences -
of disunity.”** Many assessments of the impact of uncertainty are frag-
mentary. André Raynauld provides data on head-office relocation
and outmigration from Quebec, and these seem to suggest that a sig-
nificant effect was caused by the 1980 referendum; actual secession
would presumably have a larger impact.”” McCallum and Green con-
centrate on the effects of the transition in Quebec. They assume that
unemployment would be higher than its base level over a five-year
transition period by 1.0, 2.0, 2.0, 1.5, and 1.0 per cent: this would
imply GDF drops of 1.5, 3.0, 3.0, 2.3, and 1.5 per cent below the base
level.’* Moreover, outmigration of 2.7 per cent of the population would
depress the tax base by perhaps 3.5 per cent. These authors also as-
sume an interest rate premium on government debt of between 0.8
and 1.6 per cent over the five-year period.”” Were this to hold across
the economy, the long-run effect of the premiums alone would be a
loss of between 1.2 and 2.4 per cent of Quebec’s GDP.?

In the Royal Bank study the major factor in the calculations was
“the deterioration of the investment climate that would accompany
a fragmented Canada.”* The key assumption was that a 15 per cent
decline in investment would occur over the two years following a
breakup (in 1993). With investment growth at 2.5 per cent per year
thereafter, real GDP growth over the 1990-2000 period would be 1
per cent per year, instead of 3 per cent in a united Canada. As a re-
sult, in 2000, per capita income would be $22,200 rather than $26,100,
real GDP would be 17.8 per cent less than it would have been, and
the unemployment rate would be in the range of 10-15 per cent in-
stead of 7-11 per cent.? The income gap between Canada and the
United States would widen considerably, and the emigration rate could
double, with enduring effects. The study did not directly quantify
several important parameters, such as breaking the monetary union,

" division of the national debt, and the repercussions of both on gov-
ernment finances, but its treatment of the investment climate appears
to have been based on the assumption of a currency breakup, dis-
ruptions in existing trade agreements, and a fragmented Canada in

. which fiscal policy could not be coordinated and interregional trans-

fers would be much reduced if not ended. These are very strong as-
sumptions, but if such developments did occur, they would surely
contribute to uncertainty and a big drop in investment. The Royal

Bank “deliberately ignored” the regional distribution of economic

costs, but it did warn that “the potential for economic disaster is real
and it should not be ignored by assuming or hoping unrealistically
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that a country can be dismantled without acrimony, dissent and eco-
nomic antagonism.”# '

Patrick Grady has attempted the fullest accounting of the transition’s
effects on GDP. Many of these depend on political arrangements, but
even excluding the most questionable of these, the short-run costs to
Quebec arising from the loss of federal transfers, larger public debt
charges, net outmigration, the “confidence-induced output loss,” and
institutional restructuring add up to at least 7.4 per cent of GDP*
For Canada, the same factors produce a loss of at least 1.9 per cent of
GDP. Under some assumptions about trade, the short-run costs could
be 10 and 5 per cent of GDP respectively. These estimates have drawn
polite fire from economists more sympathetic to sovereignty.® But
the only counter-argument is that reason will prevail and the transi-
tion will be smooth; certainly, no one else has tried to compile a full
accounting based on clearly stated assumptions. And Grady’s fig-
ures accord with the looser estimates of Marcel C6té, who examines
real shocks as well as those consequent upon government negotiat-
ing positions and policy.?

Most analyses find that transition costs will be substantial. They
are also likely to be significant over the long term, because they can
have permanent effects. Using the concept of path-dependence, for
example, McCallum and Green describe how initial shocks can Iead
to second-order consequences and to an “unraveling process” through
which the economy of an independent Quebec might sink to a much
lower long-run equilibrium position. Lower investment and higher
taxes cause unemployment and outmigration, which cause lower tax
bases, less investment, less employment, and so on.? Similarly, the
Royal Bank study suggested that decreased investment would result
in obsolescent plants and skills, and a long-term lack of competitive-
ness. Such hypotheses are contested, largely on the grounds that in
the long run secession would produce a more dynamic, cohesive,
and flexible Quebec economy.?® Short of the event occurring, these
competing theories cannot be tested. But if the second, optimistic
view is correct, it could be quite rational for Quebecers to choose the
short-term losses that produce long-term gains.

Let us assume that a Quebec that became sovereign in 1996 could
achieve, within three years, an extra 1 per cent per year growth in
GDP beyond what it would have attained as part of Canada. Then,
even if Quebec lost 8 per cent of potential GDP over these three tran-
sition years, all the loss would be recovered by about 2008, and real
gains would be made subsequently. At normal discount rates, it would
be quite sensible for Quebecers to choose sovereignty, accepting the
transition costs in order to achieve long-term growth. However, if it
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took six years to get onto the faster-growth trajectory, and if 20 per
cent of GDP growth was sacrificed in the interim, then Quebec would
not recover lost ground until around 2023. Quebecers would have to
value future income — or some non-economic benefits of sovereignty
—very highly indeed to make such a choice.

The longer and more severe the economic loss associated with the
transition, the less attractive is the option, even assuming that the
fundamentals favouring higher growth — the features known as
Quebec’s “atouts” ~ operate in the first place and do not erode in the
interim.” Of course, the same applies to Canada. In the view of two
leading Alberta economists, “instability and uncertainty are the en-
emies of investment. The Alberta economy is very capital intensive,
highly dependent on foreign capital, and very sensitive to interest
rates. As a result, it could be seriously affected by higher interest
rates or disruptions to capital flows that are almost a certainty, at
least for a period of time, if Québec separated.”* Moreover, such tran-
sitional phenomena could have enduring structural effects.*

The economic studies show that the transition is crucial. The eco-
nomic costs could be large and enduring. What is most important,
however, is that only a small proportion of the transition costs are
* fixed or inevitable. The rest are variable, in that they depend directly
on the process of secession and the attitudes of the parties as ex-
pressed politically.

The fixed transition costs include some minimum level of transac-
tion costs, for negotiating, for restructuring the states, and for learn-
ing and adaptation by firms and individuals. For Quebec, they also
include the fiscal pressure of assuming full program responsibilities
and some portion of the national debt. In an event as remarkable and
unpredictable as the secession of part of an advanced industrial coun-
try, some degree of uncertainty is inevitable ~ and costly. But the bulk
of the cost of transition is variable. Most costs depend on politics.
They depend on whether, and how, the two sides could reach agree-
ments about how to manage the secession and post-separation is-
sues. Transaction costs would swell if there were no cooperation about
the transferring of public servants and programs and jurisdictions.
Imagine, for example, how difficult it would be for Quebec to set up
an unemployment insurance program if the names and work histo-
ries of current Ul recipients were not made available by Canada. The
costs would also rise if negotiations were prolonged. Second, arrange-
ments made about public finances could leave Quebec with higher
or lower fiscal costs. And by far the largest impact of how the disen-
gagement occurred would be on uncertainty, which is a function of
- the level of conflict, the gravity of the issues left unresolved, and the
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time that passes without settlement. If Quebecers were to choose to
secede, and if the two sides were noncooperative so that understand-
ings were not soon reached about such fundamental matters as citi-
zenship, the national debt, the currency and monetary policy, taxation,
and trade treaties, then interest rates would have to rise sharply in
order to stop capital flight, stock markets would decline, the dollar
would come under pressure, and investment would drop. The finan-
cial system could be severely tested. But if these matters were settled
quickly and definitively, uncertainty would soon be relieved and eco-
nomic agents would adjust to the new order. If negotiations reached
a stalemate or crumbled, transition costs could become very high
indeed. However extreme it seems to be in the context of the suffer-
ing induced by the recent recession — a matter of a 2 per cent decline
in GDP - and however unlikely it appears in the light of sovereigntist
optimism that cooperation must prevail, Grady’s estimate of 10 and
5 per cent GDP drops in Quebec and Canada, respectively, is surely
within the realm of possibility. The economic stakes are very high.*
What counts in determining them is the level of variable transition
costs, arid this cannot be estimated economically, for it depends di-
rectly on the politics of the transition process.

THE LEGALITIES OF QUEBEC SECESSION

The transition to Quebec sovereignty could happen quickly or slowly.
It could be precipitated by a referendum vote in favour of sovereignty
or by the Quebec National Assembly adopting various resolutions.
In either case, the event would represent a sharp break with the ex-
isting order, one from which no return would be likely. Once Que-
becers authoritatively declared that they wished no longer to remain
in Canada, they could no longer appeal to other Canadians as fellow
citizens, as members of the same political community, and if Canadi-
ans accepted the decision to secede they would thenceforth seek ar-

~ rangements that served only their own interests.® But it is essential

to understand that until secession occurs in law, Quebec will remain
within the constitutional order of Canada as a province. The basic
law with all its obligations and rights will continue to apply on Que-
bec territory.

- At the level of constitutional law, a Quebec referendum result in
favour of sovereignty would have no binding effect. However over-
whelming and undeniable the expression of popular will, the instru-
ment for its formal pronouncement must be Quebec’s National
Assembly.* Through actions of the assembly, secession can be ac-
complished in two ways - constitutionally and unconstitutionally.®
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This distinction is absolutely critical. The constitutional route would
begin with the assembly passing a resolution stating Quebec’s intent
to secede, probably within a specified time period. Separation would
occur through making appropriate amendments to the Constitution
Acts (as is discussed in much greater detail in chapter 14, below).
When these amendments had been properly ratified by the provin-
cial legislatures and Parliament, and proclaimed by the governor
general, Quebec would become a sovereign state. It would proclaim
its own separate constitution, and the Constitution Acts of Canada
would no longer apply to Quebec. This would be a constitutional
secesgion.

An unconstitutional secession would begin with a unilateral dec-
laration of independence (UDI), passed by the National Assembly.
This is a very serious act. AUDI would declare that only Quebec law
prevails on Quebec territory. Since the Constitution Acts would not
have been amended, Canada’s constitution would conflict with the
assembly’s declaration, and by so declaring independence Quebec
would “step outside” the existing constitutional order. Some ana-
lysts suggest that in domestic Canadian law, even an outright decla-
ration of Quebec independence would have the legal status of a
proposed constitutional amendment, which would then be disposed
of according to the amending procedures laid out in part 5 of the
Constitution Act, 1982.% But a UDI would be much more serious in
reality. As Peter Leslie argues, it would represent a fundamental re-
pudiation of the Canadian constitution and would create a sharp le-
gal discontinuity, “of which the consequences are unknowable, but
presumably vast, tumultuous, and economically devastating.”¥ In a
situation of legal discontinuity, “all established rules and procedures
no longer apply,” which is why a UDI could be so hazardous. It would
throw the issue of secession into the arena of international law. This
law is also relevant to discussions of Quebec’s “right” to secede, which

- would colour the politics of the transition even were secession to

occur constitutionally, and it therefore requires some exploration.
.There has now been considerable analysis of Quebec’s right to
self-determination and secession, and of how a UDI would be re-
ceived in the international community.® One immediate conclusion
that can be drawn from this literature is that there is no consensus
about the fundamental legal principles at stake; nor is there much
agreement about how certain principles would apply to the case of
Quebec secession. On the one extreme is the position expressed by
Daniel Turp - that a referendum result in favour of sovereignty is
effectively determinative, since it would directly express the collec-
tive will of people to define themselves as Quebecers and sovereign.
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On the other extreme is the firm rejection of such subjectivist defini-
tions of nationhood and statehood, with the implication, drawn most
severely by Stephen Scott, that a nonconstitutional secession subverts
Canadian law and is therefore a revolutionary act, orie to be sup-
pressed because it “is the duty of the Parliament and government of
Canada to enforce and defend the constitution and laws - and there-
fore the territorial integrity — of Canada against its enemies, whether
foreign or domestic.”* There is a kernel of truth in each of these views.
There is some legality as well: international law, unfortunately, sup-
ports both views and settles no questions about Quebec secession.

Those who assert that Quebec legally may secede unilaterally try
to establish three propositions: Quebecers are a people, as a people
they have the right to self-determination, and this right allows sov-
ereign self-government, by secession if necessary. There is no agree-
ment on the first proposition, because there is no legal consensus
about what constitutes a “people.” One approach is to rely on objec-
tive definitions based on language, race, ethnicity, religion, or some
other ascriptive characteristic. Brossard, for example, argues the case
that French Canadians constitute a people and then manages to transfer
the rights of “le peuple canadien-frangais” to the “peuple québécois.”®
But when a definition of the people is based at least in part on ascriptive
criteria, like Brossard’s, it encounters the problem that the distribu-
tion of the people is not coterminous with existing borders.* If the
Québécois are a people with collective rights, these rights can hardly
be denied to other peoples living within the territory of Quebec, such
as the First Nations.

Another approach relies on subjective definitions, according to which
the people defines itself by its collective will. Turp, among others,
argues for a subjectivist definition of Quebecers, beyond observable
commonalities in language, culture, or religion: “Le vouloir-vivre
collectif contribue davantage encore & l'affirmation de cette qualité
de peuple.”* This sort of definition appears to allow all inhabitants
of a bordered territory to constitute a people, thus avoiding
subsecessionist movements by minorities. But the problem remains:
there may be minorities within Quebec which are not only objectively
different in terms of language, ethnicity, or race but which also may
not share the “vouloir-vivre collectif.”

Assuming nevertheless that the Québécois are a people, do they
have a right to self-determination? Again, opinions diverge widely.
In favour, one can cite declarations of the General Assembly of the
United Nations, along with international human rights covenants,
to the effect that “all peoples have the right to self-determination.”#
There is also the precedent of the 1980 referendum, which was to
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permit the Quebec government to negotiate sovereignty-association,
along with numerous motions and Acts of the Quebec National As-
sembly which show that Quebecers have claimed the right to
self-determination. For example, the preamble to Bill 150 authoriz-
ing the 1992 referendum stated that “Quebecers are free to assume
their own destiny, to determine their political status and to assure
their economic, social and cultural development.”* These acts have
not been resisted by the federal authorities. Indeed, the right was
recognized implicitly by the Pepin-Robarts task force on Canadian
unity and explicitly by the Progressive Conservative Party of Canada.®
Yet in terms of international law, the situation is not at all clear-cut.
There are powerful arguments that self-determination is a right that
generally has been accorded by the international community only to
peoples inhabiting existing states or to colonized peoples in
“non-metropolitan” areas; hence, “there is simply no basis for a claim
that Québec is a self-determination unit at international law.”4
Even if the inhabitants of Quebec do have the right of
self-determination, whether they have the further right of secession
is also contested. Some international human rights covenants pre-
scribe that peoples have a right to “freely determine their political
status and freely ensure their economic, social and cultural develop-
ment.”¥ On the other hand, metropolitan states have taken a dim
view of the anarchic consequences that could flow from an unfet-
tered translation of rights to self-determination into rights of seces-
sion. Apart from colonial non-self-governing countries undergoing
- a struggle for independence, states rely on the 1970 Declaration of
Principles of International Law concerning Friendly Relations and
Cooperation among States in Accordance with the Charter of the
United Nations, which holds that “nothing in the foregoing para-
graphs shall be construed as authorizing or encouraging any action
that would dismember or impair, totally or in part, the territorial
integrity or political unity of sovereign and independent States con-
ducting themselves in compliance with the principle of equal rights
and self-determination of peoples as described above, and thus pos-
sessed of a government representing the whole people belonging to
the territory without distinction as to race, creed, or colour.”
What this means is that the question hinges on whether the “people”
in question is so repressed within a state that the “principle of equal
rights and self-determination of peoples” has been denied. If a gov-
ernment is repressive, the people may be justified in seceding. One
sovereigntist line of reasoning on this point is to argue that Quebec-
ers are colonized. Brossard admits that this would be a hard case to
make legally, but he does try to present evidence that the proposi-
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tion may be true, beyond the “décor juridique” (legal facade) of equal
rights, representative democracy, and so on.* Turp takes another line
on this issue. He argues that the right to self-determination has been
violated domestically in Canada by the imposition of the Constitu-
tion Act in 1982 and the rejection of the Meech Lake Accord. He then
relies on the precedents about Quebecers’ right to self-determination,
and the convention that supposedly exists to this effect, to argue, in
a logic breathtaking in its tautological compactness, that the refusal
to recognize a UDI as valid would constitute an oppressive negation
of the right to self-determination. The refusal would therefore license
that same self-determination to be exercised in secession through a
UDI:

Qui plus est, le refus de donner effet 4 la convention constitutionnelle
autorisant I’accession du Québec A la souveraineté s’avérerait une atteinte
grave au principe démocratique et permettrait de conclure que I'Etat canadien
ne se conduit dés lors pas en conformité avec le droit a 'autodétermination
de Québec et que le people québécois dispose dés lors d'un droit &
T'autodétermination sur le plan international, y compris le droit de sécession,
et ce en conformité avec Ja Charte des Nations Unies telle qu’interprétée
par la Déclaration sur les relations amicales.™

" Contrary to this line of reasoning, other jurists cleave to the basic

position that a noncolonized people has no positive right to
self-determination in the form of secession. As Williams puts it, “There
seemingly is no rule of international law which actually makes se-
cession illegal, but neither is there a right to secede in a metropolitan
context.”st '

The uncertainty of the law about secession is significant for three
reasons. First, if Quebec has no broadly recognized right to secede in
domestic or international law, it means that in the case of a UDI there
can be no assertion of a fundamental right “which trumps any com-
peting claims or entitlements.”* The legal issues are fundamentally
contestable. Further, in the case of a nonconstitutional secession, if
the law is not definitive, there must be recourse to two basic criteria
for accession to statehood: recognition by other sovereign states, and
the capacity to exert effective control over the territory claimed. These
matters are worth examining briefly, despite the third conclusion —
that in the case of Quebec secession, Canada’s position is the deter-
mining factor. Even though there is no clear legal obligation to do so,
its acceptance of Quebec sovereignty would clear away most funda-

mental legal issues.
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The question of recognition of claims to sovereignty by a seceding
state raises issues of both domestic and international law. Domesti-
cally, it is clear that only the Government of Canada has the author-
ity to grant or deny recognition to new states. Recognition is
accomplished through an executive certificate, which the courts rec-
ognize as definitive.”® Recognition is therefore a political act, one with
the important consequence that any acts or proclamations of an un-
recognized state will not be made effective by Canadian courts. To
repeat, it is within the power of the Canadian federal government to
grant or withhold recognition of other states.

The international legal dimension would be critical if Quebec opted
to secede through a UDIL Recognition by other countries would ad-
mit it to the international community of sovereign states. Legally,
the requirements for recognition are straightforward ~ a permanent
population, a defined territory, a functioning government, and so
on. In practice, however, recognition is political, and whether the
international community accepts secessionist claims has depended
on a variety of factors. The probability of recognition is higher when
(1) the seceding state is territorially anomalous within the existing
state, as East Pakistan was; (2) the territory is well defined and the
inhabitants homogeneous in objective characteristics such as language;
(3) a strong and democratically expressed popular will supports se-
cession; (4) the secessionists have attempted to work peacefully within
the existing order to have their grievances resolved; (5) there is op-
pression to the extent of gross human rights violations and a lack of
physical security; and (6) the impact of secession on the rest of the
country is small.>* Magisterially, Buchheit reduces these factors to
two: the internal merits of the claim (unity, oppression, and so on),

- and the degree of disruption secession would cause internationally.®
. Recognition is acknowledged even by legal scholars to involve
political decisions about national self-interest. This is why Morton
has remarked that the United Nations’ doctrine on self-determination
can be explained as “political expediency flavored with opportune
moral outrage.”* Recognition is a matter of power and realpolitik rather
than law. In the case of a Quebec UDI, the stance of major interna-
tional actors, especially the United States, France, and the European
Union, would be critical. The EU would be unlikely to grant quick
recognition to Quebec, partly because of its experience with the former
Yugoslovia. Sovereigntists, among them Louise Beaudoin of the Parti
québécois, often look towards France for recognition: “Par ailleurs,
la France, leader historique du monde francophone et membre per-
manent du Conseil de sécurité, est I'Etat qui, plus qu’aucun autre,
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aura la légitimité et le poids nécessaire pour enclencher, le moment
vent, le processus méme de la reconnaissance internationale du
Québec et l'aider & devenir progressivement irréversible.”” While
this statement acknowledges the political nature of recognition, it is
somewhat optimistic about the French position. France fears its own
internal secessionist movements; it has a large stake in Canada; and
if Canada fragmented, the power of the United States could increase
in absolute terms, a prospect that French governments have not re-
cently tended to welcome.® ' ‘

The United States itself would have more weight in influencing
other states to recognize Quebec or not. The U.S. position on Quebec
sovereignty has been one of strict nonintervention, with a pronounced
tilt in favour of Canadian unity: it would not encourage trends that
could lead to the balkanization of Canada.”® Were Quebecers clearly
to opt for sovereignty, the United States would favour cooperation
between Quebec and Canada, and, as discussed below, negotiations
between the United States, Canada, and the seceding Quebec would
be inevitable. Even so, a pro-sovereignty referendum vote (or, pre-
sumably, a legislative declaration of intent to secede) would find the
United States reluctant to take precipitous action out of respect for
Canadian-sovereignty; it would await the onset if not the outcome of
negotiations. Similarly, although a UDI, or a breakdown in negotia-
tions followed by a UDI, would force the Americans to decide prag-
matically on an approach, there would probably be no quick
recognition if the secession was contested. The United States has a
“very conservative policy about the recognition of states based on
the control of national territory.”®

Overall, other countries have more invested in Canada than in
Quebec and more to lose (at least in the medium term) either by of-
fending the Canadian government through recognizing Quebec or

* by acting in any way that might help precipitate the fragmentation

of Canada. However, if Canada recognized Quebec’s sovereignty, even
in principle, other states could proceed to deal officially with the se-
cessionist province. This could occur even before the full measure of
sovereign power was transferred to Quebec.® The same is probably
true with respect to arranging for a seat in the United Nations. Much
would depend on how the two entities were conducting themselves
at the time, as well as on the factors governing recognition discussed
above. But Quebec’s rapid admission to the United Nations would
be unlikely if the Canadian government firmly opposed it.

What all this means is that the key to Quebec’s recognition inter-
nationally is in Canada’s hands. If Canada accepts Quebec sover-
eignty, so will other states. This is why Beaudoin and Vallée call Canada
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the “seul adversaire déterminant” (only determining adversary}.®
Its recognition of Quebec would be quickly and automatically fol-
lowed by that of most other states. It is equally evident, though, that
if Canada were to withhold this recognition determinedly, Quebec
would not soon accede to membership in the international commu-
nity. Eventually it could do s0, but only by fulfilling the other crite-
rion of statehood — effective control of the territory in question. Again,
Canada would be the critical actor: “As for effective control, the at-
tainment of that control is measured by the emergent State’s ability
to defeat its competitors. As the Canadian government is the only
contender claiming international personality over the territory of
Québec, the issue resolves itself into which of the two, Québec or
Canada, can be said to effectively control that territory.”

This is where a contested UDI leads ultimately, despite all the in-
tervening thickets of legal argument —back to the kernel of empirical
truth in Professor Scott’s extreme position.% A contested secession
leads to a contest of national will, possibly through forceful means.
All the legal arguments bend before force and will. As Turp proclaimed,
“Devant le désir de liberté des peuples, le Droit n'a jamais constitué
un obstacle décisif.”® And as the Bélanger-Campeau Commission
clearly put this alternative, in a remarkably calm fashion: “Failing
such an agreement, Québec would have to secede unilaterally, on
the basis of an unequivocal, clearly expressed will among Quebecers
to do so. The success of such a procedure would reside in the ability
of Québec’s political institutions to implement and maintain exclu-
sive public authority over its territory. Under international law, other
States would have to recognize Québec as a sovereign state.”®

S0 a UDI can lead right through the law to a contest of force.¥ This
prospect, ultimately, is why states negotiate secession and accom-
plish it through constitutional means. The abyss of repression or civil
war is too awful to contemplate. But then so are the intermediate
steps. If Canada and Quebec did not achieve a peaceful secession,
one step towards conflict would be a UDI followed by a refusal to
recognize Quebec’s sovereignty over its territory. Similarly, a refusal
to accept a referendum result could push Quebec to declare a UDL
This would plunge the two parties into deep legal uncertainty, and
there is no obvious point where disagreement need cease. On the
other hand, if Canada recognized Quebec’s claim, an enormous amount
- of legal dispute, political conflict, and economic uncertainty would
be avoided. Acceptance of Quebec’s decision would immediately cut

through the entire legal morass that we have just traversed. Such
‘acceptance is a rare event in history, and it would represent an enor-
mous benefit for the fledgling state of Quebec. In the view of Quebec
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sovereigntists flush with a pro-secession referendum vote, this might
be a benefit that was only just and due, but it would be a major ben-
efit nonetheless.

Even with recognition, however, other legal problems would re-
main to be resolved. Undoubtedly, the thorniest issue concerns the
Aboriginal population of Quebec. Natives insist that they are peoples
with full rights to self-determination and a claim to sovereign rule
over their lands. They too could be “contenders” with a claim to in-
ternational personality over their historical lands in Quebec. The Grand
Council of the Crees, for example, has declared repeatedly that the
imposition of Quebec sovereignty over their nation would be resisted,
precisely on this basis of competing sovereignty.® Quebec First Na-
tions have asserted that they have the right to choose whether to
secede from Quebec and remain in Canada.® These Aboriginal peoples
might well hold referendums of their own to bolster their claim to
self-determination and secession. There is also the special case of the
James Bay Cree and the Inuit and Naskapi, who are signatories with
Canada and Quebec to the James Bay and Northern Quebec Agree-
ment and the Northeastern Quebec Agreement. Beyond their gen-
eral claim to self-determination, the Cree argue that Quebec secession
would abrogate an agreement through which Quebec committed it-
self “in perpetuity to a constitutionally-entrenched federalist rela-
tionship with the Crees and Canada concerning Cree territory and
Cree rights.””

While there might be considerable public sympathy in Canada for
this position, it will be shown below that the Government of Canada
would not be legally constrained to respond to such appeals; nor
would Canada need to be bound by the Aboriginal peoples’ desires
if it chose to amend the constitution so as to transfer authority over
Quebec’s Native peoples to the government of the new state. (The
politics of such a move are, of course, another matter.) As for
self-determination and secession by First Nations, Finkelstein and
Vegh make short work of this claim. First, there is a rule of interna-
tional law, stemming from the case of Southern Rhodesia, that pre-
vents the creation of states where the principle of self-determination
would be violated because internal minorities (or majorities) would
be repressed. However, repression comparable to that suffered by
black Africans in Rhodesia cannot, and presumably could not, be
demonstrated in the case of Aboriginal peoples in Quebec.” Second,
the Cree have no stronger claim to statehood against Quebec than
they now have against Canada. Lastly, there is in international law
no right of indigenous peoples to self-determination.”
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But this might be too quick. Buchanan argues that the status of the
northern Quebec agreements would be affected by secession. It is
unclear whether they would be voided, but if they were, the Native
territorial rights extinguished by them could be renewed. In any event,
alteration of the agreements could lead Ottawa to insist that a satis-
factory resolution of the status of Aboriginal peoples must be a con-
dition of a negotiated secession.”

The Aboriginal claims would be a legal lever to contest Quebec’s
sovereignty over the northern territories appended to it in 1898 and
1912. This is a complex and explosive issue. There is some support
for the argument that the territories were appended to Quebec as a
province and would revert to Canada if Quebec’s status was changed.™
But a strong opinion by international jurists has supported the opin-
ion that Quebec could secede with its borders intact and that no mi-

"norities or inhabitants of border regions have a similar right.” This
opinion is contestable, of course.” But the Aboriginal claim adds an
extra dimension to the northern boundary question. Kent McNeil
has presented the case that the border extensions are disputable be-
cause the Hudson’s Bay Company never had sovereignty over
Aboriginals in the region and therefore could not legally have trans-
ferred the territory to Canada in the first place. But McNeil admits
that Canada did control the territory and that it cleared up some ju-
risdictional problems in 1933 (even if these measures reflected a “co-
lonial attitude”). More important, if this argument were to be accepted,
it could equally apply to all the rest of the lands ceded by the Hudson's
Bay Company.” This illustrates the general dilemma that accepting
the broad Aboriginal claim to self-determination and secession in
Quebec would open the rest of Canada to precisely the same claims.

Still, even Turp admits that Quebec’s Native people have the right
of self-determination under the same criteria he applies to Quebec-
ers, and he suggests that competing territorial claims might require
international arbitration.” Further, it is obvious that there is strong
international public opinion in support of indigenous people’s rights,
and that law in this area may evolve rapidly. Hence, Beaudoin and
Vallée suggest that the Aboriginal people’s status might have to be-

_come the subject of a tripartite accord, the principles of which would
apply uniformly to all of what is now Canada, even though Quebec
would by then have become sovereign. This is one solution to what
obviously would be a critical issue. And it is a political one.

The legal rights of others are also an issue. Some anglophone com-
munities might claim the right of secession from an independent
Quebec in order to preserve their Canadian rights and citizenship.”
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But there is no right in international law for secession when minori-
ties in metropolitan states have not been oppressed. The linguistic
and other rights that Quebec would write info its own constitution
would be relevant here, as they would be with respect to Aboriginal
peoples. These might be more generous than the existing regime of
rights in Quebec.%

Another hard legal issue is citizenship. Here, it is clear that the
domestic law of each state prevails. Therefore, the laws of a sover-
eign Quebec could extend Quebec citizenship to all residents, including
perhaps landed immigrants and people born in Quebec but resident
elsewhere.? It could also allow dual citizenship for those wishing to
retain their Canadian citizenship. In the context of Quebec secession,
Canada could also allow dual citizenship; alternatively, it could le-
gally force people to reject their Quebec citizenship as a condition of
retaining their Canadian citizenship.® In extremis, the Canadian con-
stitution and the Citizenship Act could be amended to require Que-
becers who wished to remain Canadians to emigrate from the sovereign
state of Quebec and reside in Canada. The law here is quite open,
and citizenship clearly is a delicate and potentially explosive matter.

Another legal issue concerns the assets and liabilities of Canada.
Here the law seems quite clear. As the seceding state, Quebec is en-
titled to all public property situated on its territory; Canada has the
right to possess all assets on its territory and those under its control
(which are generally movables, mainly financial assets but also items
such as databases).® The issue of the national debt is complicated by
the 1983 Vienna Convention on Succession of States in Respect of
State Property, Archives, and Debts. This would impose an obliga-
tion on Quebec fo assume an “equitable proportion” of the debt in
the absence of any agreement about its division. However, the con-
vention has been ratified by no state, and it does not reflect custom-
ary international law, which holds that responsibility for national debts
remains entirely with the predecessor state — in this case, Canada.®

The last thorny legal issue is the right of Quebec to succeed to trea-
ties of which Canada is a signatory (or, alternatively, to refuse to be
bound by them). Canada is a signatory to hundreds of multilateral
treaties and conventions and to more than a thousand bilateral trea-
ties, including more than two hundred with the United States alone.
These cover a vast range of matters, from international trade to ex-
tradition and to North American defence. In general, treaty succes-
sion is still governed by customary international law, whereby
obligations and rights do not automatically devolve to seceding states.®
The exceptions include boundary treaties, localized treaties govern-
ing matters such as fishing rights, and some multilateral conventions
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(where the new presence would be insufficiently disruptive to re-
quire formal agreement by the other parties). An important example
of a localized treaty that would very likely survive is the St Lawrence
Seaway Agreement, whereby Quebec would have to offer naviga-
tion rights to the United States and Canada.

Trade agreements would be particularly important for a sovereign
Quebec. It could accede to GATT through negotiations, under article
33, though this is a long, complex, and expensive process.® Alterna-
tively, Canada could sponsor Quebec’s membership, under article
26 (5)c, a process that is undoubtedly simpler and faster. In a short
study for the Bélanger-Campeau Commission, Ivan Bernier argued
that no declaration of sponsorship is now necessary, but he admitted
that if Canada opposed secession, an uncertain legal situation would
make the contracting parties unlikely to accept Quebec’s member-
ship quickly.¥” Even if Quebec were to accede to GATT, it is impor-
tant to note that Canada could legally impose duties on imports from
the new state (and vice versa}, along with quotas on agricultural prod-
ucts. Each party would have to accord MFN status to the other’s prod-
ucts. But much room for discrimination would exist - as in government
procurement — and normal laws about countervail, anti-dumping,

. and safeguards would still be in force.

The case of the Canada~U.S. Free Trade Agreement (FTA) is less
clear-cut. Canada would automatically succeed to the treaty unless
the United States maintained that the absence of Quebec materially
changed the benefits it expected under the agreement and sought to
reopen negotiations with Canada. Quebec’s accession to the FTA raises
several considerations. First, it would have no legal right to be ad-

" mitted: this would be a political decision to be settled by negotia-
tions between Canada, Quebec, and the United States. Second, the
FTA has been very largely superseded by the trilateral North Ameri-
* can Free Trade Agreement (NAFTA), which includes Mexico. There
is a great deal of overlap between the two agreements, but NAFTA
takes priority over the FTA. In a few areas not covered by the trilat-
eral treaty, such as the cultural industries, the FTA prevails, but the
bulk of the benefits of market access now is assured by NAFTA.%
And NAEFTA, unlike the FTA, provides a legal mechanism for the
entry of new members: they may be admitted into the agreement “if
the NAFTA countries agree.”® More precisely, the agreement states
that a country or group of countries may be admitted “subject to
such terms and conditions as may be agreed between such country
or countries and the Commission.” The commission comprises
cabinet-level representatives of the three parties, and implements and
supervises the agreement. It establishes its own rules and procedures,
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and it operates on the unanimity principle: “All decisions of the Com-
mission shall be taken by consensus, except as the Commission may
otherwise agree.”® De jure, this would appear to confer on Canada a
veto power over the admission of Quebec to the treaty that guaran-
tees favourable access to its most important foreign market. De facto,
of course, strong American desires to avoid economic distress and
political unrest and to see Quebec remain part of the North Ameri-
can economic space could lead to pressure on Canada to approve
terms for Quebec’s admission. Nevertheless, that admission would
in no way be legally guaranteed or automatic, and the American re-
sponse to a Quebec request would be conditioned by the attitude of
Canada towards Quebec sovereignty in genetal and by Quebec-Canada
economic relations in particular.

Although the legal questions surrounding Quebec sovereignty are
many and complex, they can be succinctly summarized. First and
most important, secession can be legally accomplished by amending
Canada’s constitution so that it no longer applies to Quebec. Second,
a unilateral declaration of Quebec independence would be a
nonconstitutional rupture in the basic law that would lead to funda-
mentally contestable arguments about Quebecers’ status as a people,
their right to self-determination, and whether their political condi-
tion justifies secession. There is no legal stopping point on this path.
Third, the international law about secession boils down to realpolitik.
International recognition of the new state, ultimately, is decisive.
Recognition is a political matter, and the crucial factor that would
determine the position of other states, in the short and medium ferm,
would be Canada’s stance. If Canada recognizes the secession, many
fundamental legal issues will be settled. If Canada accepts Quebec’s
borders and does not contest its territorial control, the matter will be
decided, for all practical purposes. As for the other issues between
the two states, neither side has an overwhelming legal advantage. In
law, Canada could seize all movable national assets and prevent
Quebec from joining NAFTA; in law, Quebec could renounce its share
of the national debt and accede to GATT without Canada’s support.
In reality, however, these issues could be settled efficiently only through
negotiations. If they were not so resolved, there is nothing in domes-
tic or international law to prevent secession from entailing real con-
flict and immense costs of transition, costs far beyond the calculations,
if not the imaginations, of economists,

POLITICAL SCENARIOS

Political processes will determine the size of the economic costs of
the transition to Quebec independence. Politics also will determine
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whether the process of secession is cast on the treacherous waters of
international law. Realizing this, political scientists have proposed
some contrasting scenarios of the politics of the transition. The strat-
egy of depicting extreme alternatives is useful to define the outer
limits of speculation and to isolate some of the factors that will shape
the course of events.”

In the case of Quebec’s secession, the classic statement of the grand
alternatives was presented by Richard Simeon.” His optimistic sce-
nario corresponds to the one often outlined by sovereigntists: “The
decision to separate is made in an orderly, legitimate fashion; it is
broadly accepted as fair by the governments and people of English
Canada, as well as by Quebecers themselves; the referendum vote is
followed by correct and polite discussion of how to carry out the
transfer of sovereignty, convey to Quebec the required powers, draw
up the plans for association, and place the final seal of legitimacy on
the agreement.”*

The pessimistic extreme contrasts with this on every front: it en-
visages “the refusal of English Canada to accepta referendum result,
followed by increasing hostility and tension, strong appeals from
federalist Quebecers to ‘save us,” and a general pattern of mutually
reinforcing tension leading to a spiral of escalation beyond anyone’s
control, culminating either in official repression or in civil disorder
of the type which has convulsed Northern Ireland. This scenario also
contemplates armed intervention from outside, massive economic
collapse, and indefinite chaos.”*

This Manichean presentation depicts two scenarios which certainly
are conceivable. However much sovereigntists may protest the con-
‘templation of the pessimistic possibility, it exists, and it is simply
incongruous, at best, that some nationalist scholars in Quebec cite
- precedents from the arbitration commission of the Peace Confer-
ence on Yugoslavia to support claims for a sovereign Quebec’s ter-
ritorial integrity, while others reject as terrorism and blackmail any
suggestion that the Yugoslavian tragedy could in any way be rel-
evant to Canada.”” However repugnant the pessimistic scenario is,
it is supported by a considerable body of comparative and histori-
cal experience.” Contested and violent secessions are far more common
than peaceful ones. Consequently, if Quebec is to secede, the im-
portant thing about the pessimistic scenario is understanding the
conditions that could produce it so as to know how to act in order
that it can be avoided.

According to Simeon, there are four basic conditions that would
determine the broad political path of the transition. First, Quebec’s
decision must be seen as legitimate, as corresponding to broadly held
democratic norms. To be accepted by Canadians, a referendum re-
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sult in favour of sovereignty must follow a fair campaign fought
around an unbiased question, which produces a clear majority. Al-
ternatively, a government passing a declaration of intent to secede
through the National Assembly should have a clear and recent man-
date, and strong support in the legislature.

Second is the shock that secession would cause Canadians. How-
ever it was accomplished, the declaration of intent to secede would
represent a sharp break. It would occur at a single instant — when the
results of the referendum or the National Assembly vote were an-
nounced ~ and theoretically it would be preventable until that mo-
ment. Although English Canadians have become familiar with the
possibility of Quebec secession, the actual event would have a huge
symbolic impact. Canadians’ reaction to this would vary, according
to each individual’s sense of national identification, but for most people
there would be a shock or, as Simeon put it, “a blow,” to their con-
ception of Canada. It is this psychological shock that could trigger
behaviour contrary to their immediate material interests. In essence,
the problem of the sovereigntists, if they wish to avoid large transi-
tion costs, “is to arrange the birth of Québec without convineing En-
glish Canadians that their own country is doomed in the process.”*”
As David Bell has insightfully shown, leadership in deploying sym-
bols and metaphors would'be important here. A metaphor of Canada
as a family or a business partnership, for example, presages far less
damage and acrimony than the metaphor of divorce.®

Simeon’s third factor is the intentions and actions of the Quebec
authorities. Animosity and resistance to secession would rise if Que-
bec pursued social and economic policies that threatened the funda-
mental values or interests of Canadians. These could include
oppression of linguistic or ethnic minorities and a determinedly statist
or autarkic economic stance. As well, Quebec élites, like those in
Canada, would need sufficient unity and authority to “restrain their
more extremist followers” if moderation was to prevail.”

Finally, Canada’s actions would affect Quebecers. Threats of re-
pression or of economic sanctions could produce greater militance
and resentment in Quebec, especially in a hot referendum campaign
that produced a close decision. A refusal to accept a decision that
was widely regarded in the province as legitimate would lead to a
breakdown of relations. As well, intervention in aid of minorities could
produce severe conflict, and intransigence in negotiations could fuel
radicalism in Quebec and a drift towards the pessimistic scenario.

These political scenarios suggest once more that the costs of the
transition to sovereignty could be very high indeed. The most im-
portant factor in mitigating those costs is that Canada accept the ba-
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sic premise that Quebec will become a sovereign, independent state.
For this to occur readily, Quebec’s intent to secede must be made
through a legitimate and democratic process, the Canadian public
must be led to accept that outcome, and Quebec’s economic and so-
cial policies must be moderate. If these conditions held, the politics
of the fransition would tend to be such that massive social and eco-
nomic dislocations would be avoided.

In the pessimistic scenario, costs would not be limited to Quebec.
Indeed, the predominant view in ROC that Quebec’s losses would
exceed those of Canada actually presumes a relatively smooth tran-
sition, or at least a Canada coherent enough to protect its own inter-
ests in the bilateral negotiations. But the pessimistic scenario could
involve very large Canadian losses if a breakdown in political order
occurred, or if ROC became ungovernable as political leadership and
unity failed.

Finally, scenario sketching is useful not only to specify the precon-
ditions for a peaceful secession but also because political leaders and
citizens must be conscious of these possibilities. Any pessimistic de-
pictions of the dangers lurking down the path of secession are de-
cried by sovereigntists as fear-mongering and blackmail. Yet their
own predictions that Canadian leaders will be cooperative in the
project of secession depends entirely on the assumption that these
same leaders will be aware of the dangers and will seek to avoid the
damage that is a real possibility during the transition and beyond.

STUDIES OF THE MECHANICS OF THE TRANSITION

Much has been written about the economic consequences of Quebec
. secession and about the legal issues surrounding the event. Both, in
the end, boil down to politics. The analyses of political scenarios make
this clear in an extreme fashion. Yet relatively little has been written
about how the transition would be managed or about how the politi-
cal dynamics of the event would unfold. There is a growing and use-
ful literature about some issues that would have to be dealt with
politically in fhe event of secession, such as division of the national
debt and maintaining the St Lawrence Seaway.”” And there is a re-
spectable body of work about the long-term implications of the vari-
ous political and economic arrangements that might be adopted after
or in the course of the separatior. But there is little close analysis of
the political modalities of the transition.
Anoteworthy piece by Banting provides some insight into the prob-
lem. He points out that if there was a substantial vote for secession,
Quebec would emerge with self-confidence, a sense of direction (based
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on years of contemplating the option), and, most important, with its
institutions intact and unquestioned. In Canada, however, the mood
would combine resentment against Quebec with “collective psycho-
logical disorientation” as people realized that the national project
was terminated.' Canadians outside Quebec have not contemplated
an alternative project to maintaining the existing system. More seri-
ously, they would possess no stable political institutions. Banting
envisages the formation of a multiparty coalition government in the
event of a declaration by Quebec of its intent to secede. An election
would be desirable, since the coalition would be “weak,” but obvi-
ously there would be no constitutional way to prevent Quebec from
electing MPs. Even if a government was formed that was not de-
pendent on Quebec support, it would face challenges to its legiti-
macy as the negotiator with Quebec. The provincial premiers,
representing the “stable component” of the system, would “undoubt-
edly claim to speak for the country.”* If the legitimacy of all estab-
lished leaders were suspect, perhaps through their manifest failure
to resolve a secessionist crisis or to win a referendum, demands would
arise for the convening of a constituent assembly to redesign the
constitution. “A period of political instability would be inevitable.”1%
In Banting’s view, Canada might hold together in the long run, or it
could fragment. The outcome would depend on the politics of the
transition.

In a very different analysis, one that paints Quebec secession in a
favourable light, Bercuson and Cooper assume that both Quebec and
Canada would emerge “internally more united” from the decision to
disengage.'® In their view, the Quebec National Assembly would
declare itself the government of a sovereign Quebec. Then the Gov-
ernment of Canada would immediately grant de facto recognition.
This would allow Canada to have “dealings” with the emergent state
and would presage a period of negotiations. The interlocutor on the
Canadian side would be the federal government. Somehow, a new .
government would be formed, one presumably not dependent on
the support of the seventy-five Quebec members of Parliament.1%
No election would be held: calling one would not be “prudent.” In-
stead, the federal government would appoint negotiators to deal with
Quebec, and it would consult closely with the provinces and other
“interested parties.” After a set of negotiations through which Que-
bec would be stripped of what was Rupert’s Land and the entire South
Shore of the 5t Lawrence, Canada would adopt a new constitution.
This would make the federation indissoluble, enshrine a true eco-
nomic union, recognize popular sovereignty over governments, abolish
all collective rights, eliminate bilingualism and multiculturalism and
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support for separate schools, erase the notwithstanding clause, and
institute a genuine triple-E Senate.” How this reconstitution would
take place is not explained by Bercuson and Cooper.

Obviously, there is room for substantial disagreement about how
the mechanics of the separation would occur. Some analysts are quite
vague about what would happen. Jonathan Lemco, for example, has

provided lengthy accounts of possible political developments and of

the issues surrounding the national debt and the currency, but he
can make no precise predictions about outcomes: “There is no cer-
tainty that the rest of Canada will accept a sovereign Quebec. Nor is
it clear that the rest of Canada will pursue relations with Quebec.
Indeed, the rest of Canada might itself be restructured, forcing end-
less haggling with the resulting uncertainty. The negotiations for di-
viding Canada’s assets and liabilities could be especially
complicated.”"” He does, however, list an abundance of important
questions about how the politics of the transition would take place.1®

To this emerging debate, Quebec sovereigntists have contributed
very little. Although huge energies have been devoted to analysing
the legal and economic issues around secession, there is little pub-
lished work on how the transition might unfold. The Parti québécois
has been almost mute. Its 1991 program committed a PQ govern-
ment to pass through the National Assembly a declaration of Quebec’s
will to secede. Then the government would seek to negotiate (with
the federal government) a timetable and mechanisms for the orderly
transfer of powers to the province, along with a division of federal
assets and debts, and an economic association that would establish,
by treaty, some joint management bodies. At the same time, a com-
mission would be preparing a new constitution for Quebec, through
wide consultations, as well as proposing mechanisms for the legal
shift from the federal constitutional regime to one of sovereignty. Then
a referendum on both sovereignty and the constitution would be “l'acte
de naissance du Québec souverain.”'®

Other documents amplify this only slightly. One insists that Que-
bec seeks “une transition sans soubresauts” (a transition withoutjolts),
and sketchily lays out favoured positions about citizenship, rights,
immigration, assets and debts, crown corporations, a monetary union,
and Quebec’s army and public servants.™® The assumption remains
that these will all be negotiated with the federal government. And
Canada, it is claimed, cannot refuse to negotiate, because Quebec
will be proceeding democratically and, more important, because
Canada has a clear interest in these matters. Not to negotiate would
be “contre toute logique” (against all logic). If Canada refused nev-
ertheless, a referendum could approve the declaration of sovereignty,
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and then negotiations certainly would take place.! A more recent
manifesto repeats the basic negotiation-referendum process but also
suggests that Quebec would adopt a minimally changed constitu-
tion and would declare that all federal laws continue to apply until
amended. The PQ advocates maintaining the economic and monetary
union “as it now exists,” and suggests that a treaty of association
could provide for a council of ministers, a secretariat, a tribunal, and
specialized commissions. Once more, a harmony of interests is as-
sumed to support the negotiations.” Once more, there is no consid-
eration of what Canada’s position might be, of the timetable for the
negotiations, of their economic and political context, or of the possi-
bility that Ottawa alone might not be capable of negotiating the terms
of separation.

Much more work on secession has been done by official commis-
sions in Quebec - the Bélanger-Campeau Commission (Commission
on the Political and Constitutional Future of Quebec) and the Na-
tional Assembly’s Committee to Examine Matters Relating to the
Accession of Quebec to Sovereignty. Each conducted hearings, re-
ceived many briefs, and commissioned a lot of research. But the great
bulk of this work concerns legal and economic issues about Quebec’s
sovereignty and viability. It largely ignores the process of secession,
and it is blind to the political dynamics in ROC; in fact, it is studi-
ously apolitical. As noted above, the Bélanger-Campeau Commis-
sion contemplated a constitutional or unilateral secession — in two
paragraphs. Most of its report dealt with matters of substance, such
as accession to treaties and the public finances, rather than questions
of process. About the latter, the commission said only that “sover-
eignty poses the problem of managing in an orderly fashion a change
implemented on the basis of free choice. Successfully managing any

* change hinges upon a thorough knowledge of the ins and outs of the

issue at hand.”"* In all of the comumission’s voluminous background
studies, there is no detailed analysis of how the transition would occur,
of opinion in ROC, or of the politics of secession, ™

The more recent National Assembly committee report followed
much the same lines, albeit in greater detail. It discussed the legalities
of the important issues - citizenship, Aboriginal peoples, and borders
—and it summarized much research about the transfer of public
servants, currency, the financial sector, economic performance, and the
public finances. When agreements with Canada would be necessary
or desirable, this was mentioned, but there was no sustained
consideration of whether or how these could be reached. This issue
surfaced only in connection with negotiating economic arrangements
between Quebec and Canada, which could be difficult because of
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acrimony, Ottawa’s lack of negotiating capacity, and the limited time
available. Obviously, the committee was split about whether
Quebec-Canada relations after a secession would preclude cooperation:

Various observers have mentioned the possibility that Canada-Québec rela-

_tions would be acrimonious when Québec acceded to sovereignty. Such a
situation could very well hinder the conclusion of a treaty, although it has
been suggested that reciprocal economic interests, especially those of Québec
and Ontario, are such than [sic] an agreement to preserve the essence of the
economic space would necessarily (and fairly promptly) be concluded. The
Committee was unable to settle this issue.

As for the process of secession itself, the committee was confused.
Secession could occur with Canada’s consent. It seems this would
involve a bilateral agreement that the separation would be “orderly,”
followed by a constitutional amendment. But such an amendment is
said to be “unlikely”; instead, were “the federal and provincial gov-
ernments to consent to Quebec’s secession, the decision would prob-
ably be political in nature.”""* Somehow, this consent could be “formal
and detailed,” or else in the form of a unilateral declaration, or sim-
ply “implicit”; all of this is terribly vague. Sovereignty could also be
attained through a Quebec UDL Here, at least, the report is quite
clear in describing the legal difficulties that would ensue, principally
that “uncertainty might persist among Quebecers about which body
of law prevails.”"

No such reticence and understatement mark one recent treatment
of the politics of the transition. Lansing Lamont has presented a
docu-drama account of a Quebec secession in some detail. Highly
coloured, the prediction is based on an explosive combination of ex-
isting forces — the anglophone minority, Aboriginal peoples, and a
variety of military units — along with economic uncertainty and
“fiercely contested negotiations” about debt, assets, territory, and the
currency." Here, Parliament rejects recommendations that the coun-
try be decentralized, and it also rejects asymmetrical federalism along
the lines of the Meech Lake Accord. The National Assembly approves
a declaration of independence, to be ratified by a referendum that
passes by a large majority. The assembly then takes five months to
pass a new constitution. Two more months are needed to assemble
Quebec and Canadian negotiating teams (their composition is un-
specified), and after nine months of tedious and inconclusive meet-
ings, negotiations break down over the currency issue. The provincial
governments begin to cut back services to francophones, and
anglophone rights are restricted in Quebec. The federal government
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moves to secure its assets in Quebec; then Quebec cuts off services to
federal installations, and in turn Ottawa mobilizes army units to protect
its property and Canadian citizens. Riots break out in Montreal and
in smaller centres. The Mohawks at Akwesasne erupt and are sup-
pressed in serious fighting; in sympathy, the Cree sabotage the dam
and generators at La Grande 2. Although the forces of order hold
together, they are stretched too thinly, and the United States sends a
division north to help restore calm. In the meantime, a meltdown
takes place on currency and financial markets. Under these pressures,
the two sides settle quickly. Canada recognizes Quebec’s sovereignty.
Quebec assumes 25 per cent of the debt and uses the Canadian dol-
lar with no participation in making monetary policy, and Canada
retains sotne vestigal control over transport facilities in the province.
The First Nations settle for something less than full sovereignty. The
U.S. refuses Quebec admission to NAFTA, and the economy shrinks.
In the rest of Canada, central power weakens. ROC tries to reconsti-
tute itself as a grouping of regions, but this fails. The country frag-
ments as provinces opt to join the United States, which admits them,
not without grave misgivings.'®

This is lurid stuff, but it is detailed, and there is a logic to it}
Lamont’s account depends at every turn on questionable assump-
tions about public opinion, leadership, and the potential for escala-
tion. As he admits, the study is “an informed surmise of what could
happen in the worst circumstances.”** But the author has some ex-
perience in Canadian affairs and has access to official and quasi-official
Amerjcan thinking about Quebec separation. He reports that “in the
autumn of Canada’s 125th year there was near consensus among
knowledgeable American diplomats that Quebec would eventually
go and that Canada’s odds for survival were poor.”'2

Not all the pessimistic accounts are docu-dramas. Patrick Monahan,
a veteran constitutional observer and adviser, has argued that sepa-
ration from Canada could be “far more complicated and costly than
Quebecers had been led to expect.”'® He argues at the outset that a
constitutional secession would require the unanimous consent of
Parliament and all ten provinces. The other route is a UDI, which
Canada could accept or challenge. Were a referendum to pass,
Monahan believes that Canada might not negotiate with Quebec: it
might not have the legitimacy to do so; the provinces and Aboriginal
peoples and other groups would demand to participate; and there is
no “authoritative, obvious or politically legitimate process that might
lead to the creation of an interlocutor” for Quebec. Stalemate would
result. Even if there were negotiations, they would very likely fail.
First, Monahan claims that the “terms of any deal” would require
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unanimous provincial consent, which would not be forthcoming.
Second, the secession negotiations would become entangled with
ROC’s reconstitution and the demands of various provinces and special
interests. Third, the issues are simply too complex and divisive — es-
pecially how to apportion the national debt. Canada would remain
responsible for the whole liability during a long transition period,
and neither side would agree on how to eliminate the risk of Quebec’s
defaulting or how to pay the extra risk premiums that would be in-
curred. If there were an agreement with Quebec, both it and the con-
stitutional amendment would require ratification by referendum in
every province and would in all probability be defeated somewhere,
so Quebec would not be able to secede constitutionally. If Quebec
were then to take the UDI option, Canada would resist until agree-
ment on the debt was reached. Domestic opinion in ROC would favour
forcing Quebec to return to negotiation. Then there “inevitably” would
ensue a “struggle for supremacy between the Canadian and Quebec
governments over Quebec territory,” which would cause immense
economic damage.'®

Another recent study also focuses on the relationship between ROC’s
post-referendum politics and the process of Quebec secession. Pre-
pared by Gordon Gibson, a former leader of the B.C. Liberal Party, it
is remarkable for its detailed account of some transition issues and
its occasional strategic insight. An activist, Gibson has taken on the
mission of organizing grassroots movements towards a constituent

~ assembly to reform the constitution (“Plan C”) so as to avoid the

adverse effects of secession that emerge from his own description of
the event (“Plan B,” for Breakup).'*

After a Yes victory, the leaders of Quebec and Canada would issue
reassurances that external obligations would be met and that all Ca-
nadian laws would continue to apply in Quebec. If Canada accepted
the result, a negotiating team would be established; this might be the
existing Government of Canada, a new one formed after an election,
or a federal-provincial committee (though there are difficulties with
each alternative).’¥ The “deal” with Quebec might be ratified by Par-
liament or by Parliament and the provinces (under a version of the
general constitutional amending formula), or by a referendum, for
Gibson assumes that a negotiated settlement with Quebec would need
“constitutional validation.”'?® The stabilization and negotiation pe-
riod would be one year.

The major issues to be settled with Quebec are fivefold. First, Canada
would have an obligation to ensure that Quebec provide guarantees
for rights for Aboriginal and anglophone minorities, which, he as-
sumes, is in Quebec’s interest in any case. Then Quebec’s borders
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would be accepted, including the Labrador boundary drawn in 1927.
Some cooperative trade arrangments would be reached, along with
one about currency {and in both matters, Gibson claims, ROC has
bargaining leverage). Finally, the debt issue, critical for foreign con-
fidence, would be resolved by ROC’s insisting that Quebec assume
about 25 per cent of the total, as justified by its proportion of the
population.

In Gibson’s view, the more important task for ROC would be its
reconstitution. With the shock of a Yes vote, the whole country would .
be “up for review,” as he believes it should be.'® He assumes that
this process would take place at the same time as the negotiations
with Quebec and that there would be both the time and the inclina-
tion to engage in fundamental questioning of all alternative struc-
tures. Much of Ottawa’s legitimacy would have been lost, and the
role of the provinces would have become predominant: Alberta and
British Columbia would insist on thorough change to ROC’s consti-
tution. The mechanism for redefining ROC could be the First Minis-
ters” Conference, but since the governments in place would have no
mandate to reconstitute the country and since any agreement would
have to pass a referendum, it would be better to convoke a constitu-
ent assembly.’ This would include representatives of provincial gov-
ernments, the “residual Ottawa,” and interest groups, but the voting
members would be specially elected (ten per province). The assem-
bly would pass constitutional provisions through provincial unanimity
(a majority of the voting members from each province), and the new
constitution would be ratified by a referendum in each province. In
this whole process of negotiation, the richer provinces would be domi-
nant, and they would favour radical decentralization. Thus, the out-
come could be a fragmented ROC, or one in which the central
government retained very few powers, acting only as a “service or-
ganization” for the highly autonomous provinces.”* It is evident that
the cost of this whole exercise would be great, even if it were to suc-
ceed. So to avoid the costs of a breakup, Gibson’s “Plan C” envisages
aradically decentralized country, almost a confederation. This might
be attractive enough to Quebecers for a secession to be avoided, but
how it could be implemented before a Quebec referendum is prob-
lematic.*?

Others have argued that such exercises in wholesale constitutional
design are unlikely in the event of Quebec secession. Maureen Covell
notes the bitterness, the crisis of legitimacy, and the deep constitu-
tional uncertainty that would very likely exist in Canada. These phe-
nomena could lead to demands for a constituent assembly, but this
would be very difficult to arrange. Who would decide on the method
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of selection or election of the members of such a body? If the Consti-
tution Acts had not somehow been declared inoperative, what au-
thority would the assembly possess? Such a constitutional conference
would function effectively “only under conditions of extreme dis-
ruption such that both the federal and provincial governments were
unable to operate as they are supposed to.”** But would this hap-
pen? Covell maintains that the provincial governments’ relative po-
sition would be strengthened by a move towards secession by Quebec.
Yet Ottawa would be able to retain some authority. First, a negotia-
tor would be needed; second, issues would have to be settled quickly.
While the federal government might be discredited by its failure to
prevent secession, a “unity backlash” could even lead Canadians to
support its efforts in order to preserve “what remains of the nation.”**

The group involved in the York University Constitutional Reform
Project have also published some reflections on the secession pro-
cess. They suggest that Canada should recognize a clear and demo-
cratically expressed Quebec sentiment in favour of secession. The
federal government, howevesz, could not alone undertake negotia-
tions, because the provinces, the territories, and the Aboriginal peoples
have a right to be consulted. Se a negotiating authority should be
established, with representation from all these parties, to “oversee”
negotiations about Quebec’s secession.’® The negotiating authority
would be briefed on the negotiations and consulted about them, but
its role would be advisory only, because any agreement with Quebec
would have to be ratified by Parliament and the provincial legisla-

. tures, “in accordance with the amending formula.”?*é (This assumes,

of course, that arrangements negotiated with Quebec — economic,

_political, or both — would be constitutional matters, requiring formal

constitutional amendment.) The negotiating authority should be con-
sulted even about the recognition of Quebec’s claim to sovereignty,

- despite the time delays and the fact that recognition is a prerogative

of the federal government. The reason, essentially, is fo ensure that
those affected by the decision are involved in making it, if only in a
consultative mannet: “We believe that some type of joint Negotiat-
ing Authority is required for political as well as strictly legal reasons.
It will be essential that there be a high degree of public legitimacy
and acceptance of the negotiating process. We believe that this legiti-
macy can only be assured if all the relevant actors and interests are
involved in the process from the very beginning.”* .

The York group also discussed several of the issues to be negoti-

. ated. Territory is the most problematic. Some members felt that opening

up the border question would immediately ruin any prospect of an
amicable solution; however, the majority, who were concerned mostly
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about the Aboriginal peoples and other geographically concentrated
minorities, took the position that such groups must have the right to
express democratically their choice of community and state.'* Inso-
far as the Aboriginals are concerned, one proposal was that a
Canada-Quebec protocol should ensure that the same constitutional
rights to self-government obtain in each country. As in the sugges-
tion of Beaudoin and Vallée, this would remove the border issue from
that of how this crucial minority is treated. With respect to the na-
tional debt, the York group favoured division on an equal per capita
basis.

Finally, there remains to be considered the most detailed and prac-
tical depiction of the secession process, as laid out by Hugh Thorbum
in 1977.%* This analyst recognized that the transition to sovereignty
would be much eased if talks could be opened before the event oc-
curred, though he thought this improbable. Nevertheless, Thorburn
presents an optimistic scenario, which envisages a disengagement
that occurs “as quickly and harmoniously as possible.”™ The key to
this is an agreement on separation, which would be a framework
document laying out the terms of the settlement, the timetable of
events through the transition period, and the date for the proclama-
tion of the separate existence of the two states.

Like others, Thorburn expects that the federal authorities would
be weakened by their failure to prevent secession. Since an election
might centre on whether or not to recognize an independent Que-
bec, and since Quebecers could not be prevented from voting under
the existing constitution, a “crisis coalition” government would be
formed. This would include representatives of the opposition par-
ties. Then, Thorburn presumes, negotiations would open at a confer-
ence that was attended also by provincial representatives, and the
participants would agree here on the general terms of the separation
agreement.

In the transition period, the agreement would be implemented under
the supervision of a “joint control commission” with equal represen-
tation from the governments of Canada and Quebec, under a neu-
tral, presumably foreign, chair.!*! This commission would function
throughout the disengagement period, which could last one year.
Thorburn surveys the issues to be dealt with in the separation agree-
ment and the disengagement. In general, his solutions assume that -
there would be bilateral management of the secession by temporary
or permanent joint agencies, on which Canada and Quebec would
have equal representation. The first problem would be the bound-
ary, though it would probably remain intact. Next would be the army.
As in the case of federal civil servants, Thorburn favours allowing
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the members of the military free choice about which state to serve.
Remustering should be done right at the start of the transition pe-
riod, since the forces might be needed to maintain order. A joint
Quebec-Canada army council, reporting to the joint control commis-
sion, would direct the forces of both countries. Next, citizens would
require guarantees of their freedom and security, including civil, prop-
erty, and language rights. More generally, Thorburn assumes that
existing federal laws would continue in force in Quebec until changed
by the National Assembly. The debt would be split on a per capita
basis. Quebec would retain all immovable assets in the province, while
some other assets (including CN, Air Canada, the Seaway and the
Port of Montreal) would be run by cooperative state organizations.
Other issues about debt and assets would be determined by a joint
financial settlement commission, again with equal representation and
a neutral chair. Depending on longer-term prospects for economic
cooperation, the common currency might be maintained, along with
free access between Atlantic Canada and the rest of the country. If
cooperation seemed unlikely, the agreement would provide for a tran-
sition to a new currency for Quebec, and for minimizing the border
controls with Ontario and New Brunswick. Finally, Quebec Aboriginals
would require some guarantees, especially about the language of
schooling; otherwise, Ottawa’s obligations would be transferred to
the crown in right of Quebec. Last, and only after these negotiations
had been concluded, Canada would design for itself a new constitu-
tion, from which Quebec would be absent.

There is a good deal of calm sense in this analysis. Nevertheless, it
is substantially at odds with the expectations of other scholars on
some important points. Indeed, this brief survey of studies of the
politics of the transition shows a striking lack of consensus about
questions that would critically determine the outcome of negotia-

- tions with Quebec and the way in which ROC would be reconsti-

tuted. There is profound uncertainty — or disagreement - about several
basic issues. When would negotiations begin? Who would negotiate
with Quebec? What would the public mood be like? Would power
flow to Ottawa or to the provinces in the event of a secession? Would
an election be held? Would the Canadian constitution be amended,
and how could this occur? How would the disengagement be man-
aged, and how would particular issues be resolved? How long would
the whole process take? It is clear that these are crucial questions.
The economic costs and benefits of secession would depend mainly
on how the process took place, and the law would only be a tool in
the politics of the event. In order to guide our analysis of the transi-
tion, further work is needed. One fruitful way to proceed is through
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comparative analysis, which might produce lessons applicable to the
separation of Quebec from Canada. So it is to other cases of seces-
sion that we now tum.



CHAPTER TEN

The Comparative Politics
of Peaceful Secession

This short chapter substitutes for two longer ones found in the first
edition of this book. Both are now readily available elsewhere, so
they have been cut to make room for the new part 4. The first chapter
originally appeared as an article - “How Do Peaceful Secessions
Happen?” — which developed thirteen empirical generalizations about
the politics of secession.! The second was from a short monograph —
The Breakup of Czechoslovakia — which was distilled into a chapter here.?

. Both these studies were undertaken because comparative experience

could shed light on how the politics of a transition to Quebec sover-
eignty might occur.

THE PATTERN OF PEACEFUL SECESSIONS

Other cases were studied in order to seek common patterns in the
process of secession - to develop empirical generalizations about the

pattern of politics during transitions to sovereignty. Of course, the

secession of Quebec would be a unique event, shaped by particulari-
ties of geography, history, economic and social conditions, and po-
litical formations, but if there are general features in the political

- dynamics of secessions - if politicians and citizens tend to behave in

certain regular ways — then these could help predict how the Quebec-
Canada case would unfold. These regularities do exist and are briefly
described here. Two caveats should be noted, however. These gener-
alizations are derived from few cases, and mainly from three: the
secession of Singapore from Malaysia in 1965, of Hungary from Austria



128 The Transition to Sovereignty

in 1867, and of Norway from Sweden in 1905. Second, only peacefut
secessions are surveyed; contested secessions are excluded. This is
not because those cases are irrelevant; on the contrary, useful lessons
have been drawn from them.? Moreover, violent secessions are far
more numerous than peaceful ones.* But contested secessions fall into
adifferent class than the one that is of interest here. So how has peaceful
secession occurred in the past? What features have characterized the
process?

1 Secession Follows Protracted Constitutional
and Political Disputes

In 1867, Hungary and Austria were separated through the Ausgleich
(Compromise), which was accepted by the Austrian Reichstat on 21 De-
cember. This arrangement provided for Hungarian sovereignty and
for some integrative institutions, but it capped a struggle for Hun-
garian autonomy that had been intense since 1848, involving a re-
volt, repression, tax boycotts, and a set of formal proposals for
independence made by a new Hungarian parliament in 1866, Nor-
way and Sweden had been united in 1814 under the Swedish king,
but friction grew about tariff policy, Swedish plans for greater inte-
gration, and Norwegian demands for a separate consular service.
The last issue brought the nations near to war in 1895, and early in
1905 a new Norwegian ministry passed a consular bill and precipi-
- tated a constitutional crisis. Singapore seceded from Malaysia on 9 Au-
gust 1965 with remarkable speed. In some ways this was an expulsion,
for the federation had experienced serious discord not only about
econormic policy but also about racial relations and the deep ideol-
ogy underpinning the federal system. Lee Kuan Yew of Singapore
continued to press for a noncommunal, egalitarian system by con-
testing elections on the mainland, race riots broke out in Singapore,
and the prime minister of Malaysia apparently concluded that
Singapore’s secession would be desirable for his country’s stability.

2 The Secessor State Declares Its Intent to Withdraw

This event happens abruptly. It is registered at a precise moment in
time. For example, the Jamaican referendum of September 1961 was
immediately followed by a declaration that Jamaica would quit the
Federation of the West Indies. In the case of Singapore, the Malay-
sian leader conveyed his decision to the government of Singapore on
5 August and the secession announcement was made in the legisla-
ture on 9 August. In Austria-Hungary, after the Austrian emperor’s
stunning defeats by the Prussians in 1866, the leader of the Hungarian
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moderates presented him with the parliament’s program for inde-
pendence at a meeting in July of that year. In Norway, a new coali-
tion passed the consular bill, it was vetoed, the ministry resigned,
and on 7 June the Storting unanimously passed a resolution that au-
thorized the mmlstry to continue and dissolved the union with
Sweden.

3 The Predecessor State Accepts the Principle
of Secession: Negotiations Follow

This reflects the most profound decision on the part of the leader-
ship of the predecessor state — to accept that secession will occur. It is
always a bitter and difficult decision, but it marks the fundamental
difference between peaceful secessions and those that are violent.
This immense concession sets in train all that follows, and the first
item is negotiations.

When colonial federations broke up, it was the imperial power that
had to accept that secession would occur. In late 1962, for example,
Britain recognized that Nyasaland could secede from the Central
African Federation, and this led to the Victoria Falls Conference in
June 1963, In the Singapore-Malaysia case, it was Lee Kuan Yew who
had to swallow the bitter pill delivered by Malaysia and to negotiate

. about the terms of secession that were presented to his government.

The acceptance in Austria-Hungary was by the emperor, who had
concluded that placating the Magyars was essential to salvage his
weakened realm. Acceptance was hardest in Sweden, where some
ministers advocated war, but the cabinet and all party leaders de-
cided to proceed peacefully because the Norwegians were united,
war would be ruinous, and the Great Powers would isolate Sweden
if it maintained the union forceably. Even Conservative newspapers
concluded that the Storting vote had rendered the union “devoid of
value for Sweden and therefore the use of force was unthinkable.”®

4 Secession Is a Momentous, Galvanizing Event

Even peaceful secessions are times of great disruption and uncer-
tainty. They mark profound changes in the relations between peoples
and states, and this is fully recognized at the time. New possibilities
are opened and options are closed off, and this occurs during a com-
pressed time period when collective choices are known to have big
long-term consequences. There are always changes at the elite level,
with new leadership emerging and new political coalitions forming.
There is also considerable mass unrest and excitement, as when racial
conflict continued in Singapore, minorities in Austria agitated for
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more autonomy, and huge public demonstrations took place in both
Norway and Sweden while defensive forces were mobilized even as
negotiations about disengagement were taking place.

5 The Government Is Broadened and Strengthened
on Each Side: There Is a Premium on Solidarity

In order to undertake fundamental constitutional change, the gov-
ernments of both the predecessor and the seceding state are strength-
ened. In Hungary, for example, the parliament’s program for
sovereignty was forged by a special committee of 67 members, rep-
resenting all factions, and by a strong executive committee of 15
members. In Norway, solidarity grew stronger as the crisis devel-
oped. A special committee of the Storting was established, and a new
coalition government was then formed with broad representation; it
relied heavily on the committe. In Sweden, after the Norwegian vote,
an extraordinary committee of the Riksdag was formed to help frame
the national response, and a coalition cabinet of unprecedented breadth
was assembled to deal with the situation. In short, the crisis of seces-
sion unites each side politically. And the two sides polarize. These
effects are less thoroughgoing than what happens in contested se-
cessions, when war entirely divides the states and forces internal unity.
Nevertheless, those responsible for negotiations seek truly national
support by submerging partisan and ideological differences during
the crisis. This effect is not confined to political elites; the process of
secession, or the crisis of the transition, itself generates internal unity
on each side.

6 The Negotiations Involve Few Participants

Historically, the teams negotiating secession have been very small —
the prime ministers and a few key cabinet ministers in Singapore-
Malaysia, the foreign minister in the case of Austria, and Norwegian
and Swedish delegations of only four members each at the Karlstad
Conference, where the terms of Norway’s secession were negotiated.
This fact seems paradoxical, but the teams incorporate the strongest
members of all factions, and the same solidarity that arises during
the crisis permits the delegation of substantial power to a very few
representatives.

7 The Separation Is Accomplished Quickly

Negotiations about secession are not protracted. The two sides dis-
engage quickly. Lee Kuan Yew learned of the Malaysian position on
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5 August 1965, signed the separation agreement on 7 August, and
saw the measure pass the legislature on 9 August, effective immedi-
ately. The Victoria Falls Conference took place in less than a week in
June-July 1963, and the federation of Rhodesia and Nyasaland was
terminated in December of that year. The Karlstad Conference opened
on 31 August 1905, and the secession was accomplished by mid-
November. Even in Austria-Hungary, where complex new institu-
tions were also being established and where an Austrian election
intervened, the whole process took less than a year.

8 Foreign Powers Play an Important Role

This generalization holds in every case. In that of Malaysia-Singapore,
tension with Indonesia helped make precipitous action necessary, while
the allies in the Anglo-Malayan Defence Agreement insisted that
Singapore continue to cooperate in defence. In Austria-Hungary, three
foreign powers — Germany, Turkey, and Russia — each posed as a pro-
tector of some internal minorities and thereby countered the threats
of others. Norway undertook a vigorous public relations campaign
among the Great Powers and continued a monazrchical system to pla-
cate them, while fear of foreign intervention led both Norway and
Sweden to compromise when each contemplated war. Foreign pow-
ers always have an interest when sovereignty is being altered.

9 The Settlement Involves a Relatively Short List of Items

In peaceful secessions, the negotiations centre on a few significant
matters which are settled quickly in principle. Norway and Sweden
agreed on only five major issues, one of which was a general arbitra-
tion treaty to govern future disputes. The Singapore separation agree-
ment contained only eight articles. In Austria-Hungary, the
negotiations concerned not only the principles of disengagementbut
also some mechanisms for future coordination, but much of the lat-
ter was left to be fleshed out in subsequent discussions and practice.

10 The Secession Is Accomplished Constitutionally

Without exception, peaceful secessions are achieved through estab-
lished legal processes. There is no legal rupture, and this is a direct
* consequence of the predecessor state accepting the principle that se-
cession will occur. In Austria-Hungary, all measures were passed
constitutionally. In Norway-Sweden, the Act of Union was abrogated
by the two legislatures, the king abdicated from his Norwegian throne,
and the new king was properly elected and crowned. The Malaysian
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legislature passed constitutional amendments excising Singapore by
the proper two-thirds majority. Even when Iceland separated from
Denmark in 1944, in the midst of war, the unilateral termination of
the Act of Union was confirmed, as required, by a national plebiscite.

11 There Are No Other Substantial Constitutional Changes
in Either Staie

This somewhat surprising pattern occurs for two reasons. Both the
precedessor and the seceding state seek stability, the former for damage
control and the latter for international credibility. Second, constitu-
tional amendments are not required for the significant changes in
policy that each state generally does undertake.

12 Policies in the Two States Soon Begin to Diverge

After the Ausgleich, Hungary moved towards social conservatism
and a firm policy of Magyar supremacy in the linguistic and educa-
tional fields, while the Austrian Liberal Party introduced important
social and economic reforms. Cooperation between the two coun-
tries continued under the monarch, but there was. growing friction
about economic policy and control over the army, and tariff negotia-
tions broke down in 1879. After Norway became a sovereign coun-
try, it moved to become one of the most liberal states in Europe, unlike
Sweden. There was some coordination between the two countries, as
well as parallel foreign policies of isolation and neutrality, but they
never signed a mutual defence treaty, and Norway enjoyed a Great
Power guarantee of its borders. The kings did not meet until 1914,
and truly cooperative institutions awaited the formation of the Nor-
dic Council in 1951, In Malaysia, the communal system continued,
but Singapore moved towards dirigisme, with compulsory national
service and tight labour legislation. Within a week of the secession,
Singapore restricted Malaysian imports, and each country established
immigration controls. As a consequence of nation-building policies
on both sides, economic integration was very much weakened and
defence cooperation was minimal.

13 Secession Is Irrevocable

There has never been a reunification after a secession. This is not
only because the whole project of the seceding state is to acquire more
autonomy, which becomes enshrined in the new institutions of sov-
ereignty, but also because of the effects of the transition itself. There
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is a psychic break, with the recognition that the community is fractured,
along with the internal solidarity forged in the process of disengage-
ment. Unity on each side develops through a collective concentra-
tion on the “other,” and the crisis creates separate identities and
interests that cannot subsequently be subsumed in a new union.

This is a very bare account of how peaceful secessions take place.
But these generalizations are quite robust; they hold true in circum-
stances separated by geography, time, culture, and degrees of de-
mocracy. During the transition, it is clear that political leaders have
considerable scope for taking decisions that have lasting consequences;
indeed, the process of the transition significantly determines the long-
term outcomes of the separation. By far the largest decision taken in
the cases reviewed here was that the secession would not be con-
tested. As well, choices were made about institutional arrangements,
both domestically and between the two states, and these had lasting
effects. Before applying this framework to the Quebec-Canada case,
a brief examination of Czechoslovakia is warranted.

THE BREAKUP OF CZECHOSLOVAKIA

On 1 January 1993, the Czech and Slovak Federal Republic ceased to
be, and the new sovereign states of Slovakia and the Czech Republic
came into being. This is the only case of peaceful secession to have
taken place in a modern, highly integrated, industrial economy where
there was also a full democracy (albeit a recent and turbulent one).
The Czech-Slovak case has many unique features, yet most of the
empirical generalizations listed above also hold true for Czechoslo-
vakia. A few deviations occurred, essentially, because this separa-
tion was the climax of a gradual process of polarization. In this process,

* partisan forces in each unit found it politically profitable to engage

in mutual antagonism, to emphasize conflict and disagreement, and
ultimately to effect the breakup of the federation.

In late 1989, anti-regime demonstrations culminated in
Czechoslovakia’s Velvet Revolution. This was led by large umbrella
organizations — the Civic Forum (CF), led by Vaclav Havel, and its
Slovak counterpart, the Public Against Violence (PAV). The first free
elections in June 1990 produced a convincing victory for the CF-PAV
coalition at the federal level, while CF also controlled the Czech Na-
tional Council (at the republic level). PAV formed a coalition in the
Slovak National Council with the Christian Democrats. The federal
government set out to deal with the residue of Communism by over-
hauling the administrative and legal structures of the state and aiming
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for a rapid transition to a market economy. The latter thrust sparked
resistance from Slovak nationalists, who argued that some policies
were unsuitable to Slovakia’s heavy industry; but rapid reform con-
tinued, despite polls showing less support for them among Slovaks
than Czechs.

Polarization is a process of growing mutual hostility between two
communities, accompanied by a sense among members of each that
their interests are distinct and can only be met through separation.
The polls clearly show that between 1990 and late 1992, public opin-
ion in both Slovakia and the Czech Republic moved from very sub-
stantial approval of a common state towards accepting separation as
necessary and inevitable. This process was propelled by the leaders
of political factions, who found that they could attract support by
taking more radical positions on the constitutional question.

The radical Slovak National Party had some success in the 1990
election and was soon advocating sovereignty. It organized street dem-
onstrations, agitated for Slovak to become the sole official language
in the republic, and published a Declaration of Sovereignty. Other
radicals acted in ways offensive to the Czechs, by celebrating the
fascist Tiso regime and shouting down President Havel. Under these
pressures, along with those of governing, CF and PAV fragmented.
Vaclav Klaus formed the Civic Democratic Party out of the right wing
of the former, and Vladimir Meciar formed the Movement for a Demo-
cratic Slovakia with some other PAV deputies.

As negotiations about revising the federal constitution continued,
Klaus and Meciar adopted positions more extreme than those of the
embattled centrist parties that now led small and fragile coalitions.
Meciar advocated both sovereignty and a vague, confederal form of
association between the republics. Klaus and his party rejected the
notion that the new federal constitution might be ratified by the re-
publics, and demanded a “functional federation” that could settle
pressing economic problems. Negotiations on a draft state treaty failed,
and polarization increased during the period before the 1992 elections.
- The results of these elections confirmed the collapse of the centre.
While the parties of Klaus and Meciar were both short of a majority,
they were dominant in the republic legislatures. They also led at the
federal level, each with the power to block constitutional change.
Moreover, it would be impossible to form a federal government with
a positive and coherent program because it would have to consist of
Czech rightists and Slovak leftists and nationalists.

Still, public opinion was less extreme on the issue of separation
than the positions taken by the politicians. Polarization proceeded
as each leader attempted to move his domestic opinion towards the
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more extreme position he favoured. This involved interpreting the
actions of the other as showing that there was no alternative that was
as reasonable as the extreme one that he himself favoured. Mean-
while, difficult negotiations, insults, flat rejections, and threats all
helped consolidate each leader’s domestic opinion while pushing the
other’s domestic constituency towards the position he advocated.
Antagonism between the leaders was thus beneficial to each of them
as opinion polarized and consolidated.

After the June 1992 elections, Klaus and Meciar met several times.
Each reported that the other sought unrealistic options — republic
sovereignty on the Slovak side and a “single, centralist state” on the
Czech side. A political agreement was reached to form a weak, care~
taker government at the federal level, while the republic legislatures
were to work towards a constitutional resolution. But Klaus refused
to participate in the federal government and stood for premier of the
Czech republic instead.

Polarization was increased when the Slovaks blocked Havel’s re-
election as president and when their legislature passed the symbolic
Declaration of Sovereignty. This reinforced the determination of the
Czechs, who rejected new confederal proposals from the other side.
Then the Slovak National Council adopted a constitution for Slovakia
in September, which made the Czech leadership more prepared to
press for the federation to be wound up and which helped confirm
in the public’s opinion that separation was inevitable.

This whole process of polarization departed to some extent from
the pattern that characterizes peaceful secessions. There was no sharp,
authoritative declaration by either side of its intent to secede. Instead,
the Slovaks moved by escalating demands, stonewalling negotiations,
~ and giving symbolic affronts. Nor was there on the Czech side a cor-
" responding clear acceptance of the principle of secession. It took some
time for the Czechs to appreciate the depth of the Slovak nationalism
that emerged once the revolution made free expression possible, and
it took even longer for the Czech public to be led to believe that these
forces posed a greater threat to them than their independence would,
despite the costs of separation. Finally, broad coalitions were not cre-
ated on each side. After the 1992 elections, Klaus and Meciar both
formed narrow coalitions that were just capable of dominating their
respective legislatures. Essentially, this is because their positions were
more extreme than those of their domestic constituencies, and fully
representative coalitions would not have supported the decisive steps
towards separation that these leaders were prepared to take. As po-
larization proceeded, however, there was a tremendous premium on
national solidarity. Politicians opposed to the breakup or its terms
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found that resistance would be difficult, because their opposition
would be read by the public as weakening the bargaining position of
their “own” national side. As the separation proceeded and public
opinion grew to accept it, partisan leaders could not blemish the na-
tional mantle that Klaus and Meciar had assumed.

All the other empirical generalizations hold in the Czech-Slovak
case. There were long and difficult constitutional negotiations, in-
volving some issues that dated back to the Dubcek government’s re-
forms of 1969. The critical negotiations in July 1992 involved only
Klaus and Meciar and five leading party members on each side, though
full cabinets were engaged by late October when detailed treaties
were being drafted. The process was fast. Critical decisions were taken
within two weeks of the elections, the framework for separation was
set within another month, and it took only four more months to de-
cide all post-separation arrangements, as well as to enact new re-
public constitutions and dissolve the federal state. Despite the very
high level of social, economic, and political integration between the
two republics, the settlement involved surprisingly few agreements —
a total of thirty-one separate treaties. Foreign powers were impor-
tant. In particular, the European Community’s requirement for agso-
ciate membership placed a floor beneath which economic integration
could not sink, and this resulted directly in a treaty to maintain a
customs union. The separation was effected constitutionally (though
it took some last-minute brinkmanship to convince the Federal As-
sembly to dissolve the federation), and the new constitutions of
Slovakia and the Czech Republic were very similar to the basic laws
they superseded. Despite this continuity, the separation was a mo-
mentous event, marked by demonstrations, strikes, and mass peti-
tion campaigns, along with outpourings of nationalist celebration
and substantial ill-feeling. Soon the policies of the new states diverged.
Their foreign preoccupations differed, they treated minorities differ-
ently, the currency arrangement broke down, trade flows dropped
precipitously, and controls went up at the border posts. Relations
remained correct, but within a shrinking zone of mutual interest. Fi-
nally, the secession is irrevocable. Reunification of Slovakia and the
Czech Republic as a single sovereign state with a common legisla-
ture and executive is inconceivable.



PART THREE

The Dynamics of
Quebec Secession

Let us summarize the argument to this point. First, Canada
without Quebec would be a viable state. If Quebec seceded, the
rest of Canada (ROC) could be reconstituted in many ways. The
underlying features of the economy, society, and culture have both
congruences and cleavages across provincial and regional
boundaries, and so are not clearly conducive to either integration
or fragmentation. The political process through which secession
occurs and the structures established at that time would very
much shape the long-term structure of ROC. So, too, would the
kind of economic and political relationships established with the
separated Quebec, and here again a wide variety of options is
possible.

Turning to other studies of the secession process, drawn from a
variety of disciplines, several conclusions emerge. The separation
into two sovereign states could entail very heavy economic costs
for people and firms in both states. By far the largest component
of these costs, potentially, is the cost of the transition itself, which
would be mainly determined by the politics of the event. Second,
the legal framework around the phenomenon of secession,
especially in metropolitan states, is quite indeterminate. Seces-
sion, simply enough, is successful when the sub-unit seeking to
withdraw from the larger state can establish physical control of
the territory and also gain recognition from member states of the
international community. In Quebec’s case, Canada is primordial
on both counts: it is the only currently sovereign actor likely to
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resist Quebec’s claims to territory, and if it does not do so, but
instead recognizes Quebec’s independence, other states will follow.
Finally, studies of the potential politics of Quebec secession are
quite diverse in their findings, with general scenarios ranging from
relatively smooth disengagement to extreme political turmoil.
Even so, they clarify some of the preconditions for a peaceful
secession, and they also suggest some of the major points of
contention that would emerge in bargaining between Canada and
Quebec over the terms of disengagement and post-secession
relations. The political studies, however, generally have little to
say about how the detailed process of separation would occur, or
else their conclusions are conflicting.

Hence, we turned to comparative experience. The focus here
was on cases of peaceful secession, which, it should be stressed
again, are far less numerous than instances of contested secession.
 Nevertheless, especially in democracies, there are a few cases of
peaceful secession, and analysis of these reveals common patterns
in the process. Our purpose now is to build on these empirical
generalizations. In this part of the study, we assume that Quebec
will secede, and our objective is to predict in some detail the
process of the transition to an independent Quebec and a ROC of
some form. Even this is filled with some uncertainty, however,
because of the Czech-Slovak separation, which departed from the
common pattern of peaceful secession: the process was gradual
and political polarization was the main dynamic. After the
application of the general pattern, therefore, the terrain of the
transition will be revisited, briefly, to modify the initial depiction
under conditions of polarization.



CHAPTER ELEVEN

Getting to the Table

SECESSION FOLLOWS PROTRACTED CONSTITUTIONAL
AND POLITICAL DISPUTES

Canada’s constitution has been under negotiation for thirty years.'
After repeated failure to reach agreement on amendments, it finally
underwent fundamental change in 1982, when the Charter of Rights
and Freedoms and the amending formula were added, without the
approval of the Quebec National Assembly. To satisfy Quebec’s core
demands for change, in 1987 further amendments were proposed in
the Meech Lake Accord, but this failed to pass in June 1990.2 The
Charlottetown Accord, agreed in 1992, broadened the scope of amend-
ments, but it too failed, after defeat in referendums held in Canada
and Quebec.’ Thus, in the view of nationalist Quebecers, it has proved

" impossible o change the Canadian constitution so as to accommo-

date the distinct nature of Quebec.

This whole process has had several effects. First, having been ex-
posed to “searing experience(s) of constitutional consciousness rais-
ing” and to the impact of the courts’ Charter decisions, the populace
has become more aware of the stakes involved in altering the funda-
mental law of the land.* Along with this has developed the expecta-
tion that the public, at least as represented by interest organizations,
will participate in negotiating major change, and there is now a wide-
spread presumption that amendments require popular approval.
Third, existing institutions have been devalued. Thrown onto the
bargaining table and almost replaced by negotiated alternatives, the
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constitution has been declared inadequate, yet it has not been super-
seded by suitably renewed structures. Fourth, constitutional fatigue
has set in. The Chrétien Liberals were able to capitalize on this senti-
ment by promising in the 1993 election campaign to set constitutional
matters aside. But the issue cannot be laid to rest, because of the Bloc
québécois (BQ), which took fifty-four seats in that election, and the
victory of the Parti québécois (PQ) in the September 1994 Quebec
election. National unity has re-emerged as a compelling national prob-
lem.®

In ROC, one result of this pressure is the desire for “closure” - for
resolving constitutional disputes “once and for all.” Expressed most
fervently in the West, this sentiment is fuelled not only by fatigue
with the issue and by deeper irritation with a Quebec that drives the
national agenda, but also by the evident costs to all Canadians of
constitutional uncertainty. The perception of these costs at the per-
sonal level — higher interest rates, a weaker Canadian dollar — is also
strong at the governmental level, where the effects of uncertainty
exacerbate a fiscal crisis that has forced all governments to reduce
services and to run large operating surpluses in order to meet inter-
est charges; indeed, accompanying the constitutional malaise is a
disaffection with governments that extract more in taxes than they
provide in services. (In every region of the country except Ontario, a
majority of respondents to an Environics poll felt that their province

. did not receive its fair share of federal spending.)¢ Finally, in ROC, as

intellectuals have come to recognize the impending threat posed by
Quebec secession, there has developed an existential concern about
its future. The perception that Canada will have to reconstitute itself

~ if Quebec attains sovereignty, and the absence of a consensus about

what arrangements would then be possible and desirable, add to the
profound constitutional uncertainty that exists in the country because
of protracted and fundamental disputes over its basic law.

These factors operate in Quebec as well. The importance of the
constitution has been driven home there not only by continual nego-
tiations but also by the referendum of 1980, the constitutional “coup”
of 1982, and by the Meech and Charlottetown attempts to provide
wider powers to the provincial government, to recognize Quebec’s
distinct status, and to protect its special interests through a constitu-
tional veto and through guaranteed representation in central institu-
tions. The Supreme Court decision overturning sections of the popular
Charter of the French Language demonstrated constitutional vulner-
ability to the extent that the federalist Bourassa government felt com-
pelled to override the ruling.” At the same time, potential constitutional
gains have not been realized. No constitutional expansion of provin-
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cial powers has been won, nor has the province achieved special pro-
tection or guarantees. The constitutional status quo remains, ata time
when opinion in ROC appears to be shifting from a dualist concep-
tion of Canada towards one based on individual rights and equality
of the provinces.

Constitutional fatigue is also evident in Quebec. On the one hand
is the sense that negotiations have not achieved any result and can-
not do so, and that in this impasse only a vote for secession can pro-
duce change and security and the opportunity for the global society
to develop; on the other is the sense that constitutional wrangling
should cease because it wastes energy and exacerbates economic prob-
lems. Although the Bloc québécois won fifty-four seats in the 1993
election and although its core vote was sovereigntist, it is worth not-
ing that the federal Liberal Party, which stood explicitly against re-
opening the constitution, still took 33.0 per cent of the Quebec vote
(while the Progressive Conservatives took another 13.6 per cent). A
particular constitutional fatigue exists, too, among sovereigntists, many
of whom came to the movement as young people in the late 1960s.
Among many in this generation is the sense that the last chance for
independence - their last chance - is imminent.

The constitutional debate in Quebec will occur in the context of a
fiscal crisis that will exacerbate deep cleavages over the province’s
options. Governments have been compelled to compress spending.
In the 1992-93 fiscal year, Quebec government revenues were $35.5
biltion, budgetary expenditures were $40.5 billion, and interest pay-
ments on the total debt reached $4.77 biilion, or about 13.4 per cent
of revenues.® Meanwhile, unemployment has been stubbornly above
the Canadian average. The burden of government has been allevi-
ated only marginally by net inflows from Ottawa for equalization
and unemployment insurance. These economic and budgetary con-
ditions feed directly into the constitutional debate, for federalists
maintain that separation is too costly and risky an option, while
sovereigntists argue that the inefficiencies of the federal system and
the incapacity of Quebec to manage its own economy have created
the crisis in government finances and slow economic growth.

Public opinion about constitutional options has been thoroughly
charted in Quebec,® and several elements are clear. First, the elector-
ate is rather evenly divided on the issue. Analysts often distinguish
among committed sovereigntists, committed federalists, and mod-
erate nationalists. The last occupy the centre of the constitutional
dimension and are the “swing voters.” During the 1992 Charlottetown
referendum campaign, for instance, one team of researchers found

39 per cent of the electorate to be “firm” sovereigntists, 8 per cent to



142 The Dynamics of Quebec Secession

be “diffident” sovereigntists, and 15 per cent to be non-francophone
and federalist; the 38 per cent who were non-sovereigntist
francophones were “clearly on the battleground.”?® Another team used
an eleven-category scale to categorize francophone Quebecers in 1991;
they found 29 per cent firmly in favour of independence, 21 per cent
firm federalists, and 50 per cent ranging across the various shadings
of support for sovereignty-association.! Second, opinion on this is-
sue is volatile. The clearest examples occurred when the Supreme
Court ruled on Bill 101, the Quebec language law, and when the Meech
Lake Accord failed to pass. Support for sovereignty rose dramati-
cally, to peak at 58 per cent, with only 30 per cent opposed.” It has
since declined. This shows not only volatility but also its major cause
- perceived threats to the security of the French language in Quebec,
As Stéphane Dion concluded, “A linguistic crisis has been at the root
of each new outburst of nationalism in Quebec since the 1960s.”13
This volatility at the time of the rejection of the Meech Lake Accord
also shows that opinion in Quebec is highly sensitive to perceived
opinion in ROC, and especially to events that can be interpreted sym-
bolically as rejection, contempt, or humiliation.¢
There are other important features of polling data about support
for separation. Many studies have shown that reported opinion is
very sensitive to the question posed. For instance, there are substan-
tial differences between support for “sovereignty,” “independence,”
and “separation,” and there is good evidence that these concepts have
different connotations in Quebec: in a straight question about them,
69 per cent of Quebecers agreed that “sovereignty” and “indepen-
dence” meant different things.” This shows that the substance of a
referendum question is very important at the margin, for when fur-
ther information about the implications of sovereignty is provided
- to respondents, opinion shifts significantly. During the 1992 referen-
dum campaign, for instance, respondents were randomly asked ei-
 ther for their opinion on Quebec sovereignty per se or on Quebec
sovereignty, “that is, Quebec is no longer a part of Canada.” The pro-
portion that was very favourable was 47 per cent on the first ques-
tion and only 3% per cent on the second.’ This reveals the scope for
political argument about the implications of sovereignty to move the
Quebec electorate through the course of a referendum campaign. The
perceived effects of sovereignty, including the substance of arrange-
ments to be concluded between Quebec and Canada, would be a major
- determinant of how the moderate nationalists vote. Blais and Nadeau,
for example, found that economic expectations strongly affected the
propensity to opt for sovereignty: “Everything else being equal, sup-
port for sovereignty is 19 points lower among those who expect their
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standard of living to go down.”" Similarly, Pinard concluded that
support for independence drops 6 to 7 per cent when questions specify
that this means the absence of political and economic ties with the
rest of Canada.” Finally, polls consistently overestimate support for
sovereignty and for the PQ — or, rather, they have done so in the past.”
This, along with other sources of error and the close balance between
sovereigntists and federalists, means that the outcome of a referen-
dum campaign on sovereignty would very likely be in doubt untﬂ
the votes were finally counted.

Comparative experience shows that partisan considerations are vital
in cases of secession, because political parties and their leaders are
the vehicles for formulating, presenting, and defending the various
constitutional options. While the partisan and personal character of
constitutional negotiations is often overshadowed by a focus on the
substantive issues and the “interests” of various states, Cairns’s com-
ments about earlier negotiations would remain true both before and
after a Quebec referendum on sovereignty: “Thus the constitutional
struggle of recent years in Canada cannot be understood without
reference to the clashing wills, ambitions, and visions of that small
group of political leaders who happened to be on the stage when the
time came for Canadians to have that constitutional rendezvous with
destiny which they had so long avoided.”® Of course, leaders are
constrained by opinion within their parties and the general public,
and constitutional debates also involve the media and organized in-
terests; but in a system of representative parliamentary democracy,
it is the elected members, organized into hierarchical parties, who
make collectively binding decisions. Since leaders must make mo-
mentous and rapid decisions in cases of secession, and since the high
degree of uncertainty that prevails in such unprecedented circum-
stances allows them considerable autonomy in their choices, it is
important to analyse the partisan forces in the Canada-Quebec case.

The firm position of the federal Liberal Party is that there should
be no reopening of constitutional issues. The leader, Jean Chrétien,
has a mandate to provide good government and economic growth.
This is a recent and strong mandate: the Liberals have 176 seats in
the House of Commons, enough to govern with a comfortable ma-
jority even if they lose the support of all their members from Que-
bec. The party does not, however, control the Senate. In any referendum

~ campaign about Quebec sovereignty, the Liberals would be the main

federal defenders of the constitutional status quo. And as the gov-
erning party, they would be most unlikely to split and lose control of
the House of Commons, whatever the outcome of a referendum in
Quebec.
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The Progressive Conservative party is rebuilding after its massive
defeat in the 1993 election. Its precise constitutional policy is unclear,
but the interim leader, Jean Charest, is a credible defender of federal-
ism and has a substantial incentive to improve his fortunes and those
of his party by doing so. Initial indications are that Mr Charest will
distinguish his party within the federalist camp by advocating some
form of “third way” between the constitutional status quo and sov-
ereignty, perhaps by proposing that new power-sharing agreements
be entrenched in the constitution.”

The federal New Democratic Party is also rebuilding. Its current
constitutional position has not been enunciated, and it will have dif-
ficulty formulating one because of internal divisions between the
Ontario and western memberships, between trade unionists and
members of social movements, and between centralists and
provincialists. It has never had electoral success in Quebec.

On constitutional matters, the Reform Party occupies a strategic
position. This is a classic populist party with a weak organizational
structure and a dominant leader. Its platform generally favours less
interventionist government, and on specific issues — bilingualism,
social welfare, minority and group rights - its position is antithetical
to traditional Liberal policies.? Constitutionally, Reform makes com-
mon cause with Quebec nationalists by supporting decentralization,
but it threatens Quebecers with other policies, such as equality of the
provinces, an equal and elected Senate, and weak commitment to
bilingualism, group rights, and redistribution.”

Reform is a “movement-party” based on discontent and active
participation at the grassroots level, so it must keep its momentum
going and its members mobilized. The party has three options. First,
it could continue to spread into Ontario, the Atlantic provinces, and
Quebec, aiming at the next election, though this could not occupy
the members for four years, and the party’s prospects in Quebec are
dismal. Second, Reform could abandon its exclusively national fo-
cus and enter the provincial realm, especially in Ontario, aiming to
occupy potential Progressive Conservative bases and to supplant the

- PC conclusively as the right-of-centre party in both orders of gov-

ernment. But this would create competing centres of power within
the party, and in fact the option was defeated at the October 1994
Reform Party convention. Third, Reform could focus on the consti-
tution, aiming to draw support by using the sovereigntists as a foil
in a strategy of polarization. Quebec could be the keystone of other
elements of the Reform philosophy too, because “it is seen as both

- the strategic key to demands made of the federal system by special

interests, and as a continuing guarantee that attempts to downsize
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the welfare state will be maximally difficult.”* So at the same time
as he could criticize the governing Liberals for their inadequate de-
fence of federalism, Preston Manning could seek support through
counterattacking the sovereigntists’ provocations. The Reform Party
could thus gain support from both those favouring a functional fed-
eration in which Quebec was treated like any other province and
those concerned, in the event of sovereignty, with retribution or with
safeguarding their interests by taking a hard line in dealings with
Quebec.” Mr Manning, in short, could presume to act as the tribune
of ROC.

On the Quebec side, three political formations are important. First
is the provincial Liberal Party. While it lost power in September 1994,
its strong showing confirmed Daniel Johnson's leadership position.
As the leading force in the No umbrella organization (assuming that
Quebec referendum legislation is not amended), the party could find
opportunities for reorganization and mobilization in the struggle to
defend federalism. On the other hand, its constitutional position is
ambiguous. Mr Johnson appears prepared to defend the existing fed-
eral constitution as supple enough to accommodate Quebec’s evolu-
tion; however, the party’s association with firm demands for
constitutional change, through Meech, the Allaire Report, and
Charlottetown, would make its position difficult and could possibly
weaken its unity if no offers of renewed federalism were forthcom-
ing before or during a referendum campaign.

The Parti québécois would of course be in power at the time of a
referendum. This is a strongly institutionalized party, with a large
membership base and established links with powerful organizations
of workers, teachers, the cultural milieu, and small business. Its com-
mitment to sovereignty has evolved from one contingent on contin-
ued association with Canada to an absolute drive towards
independence, softened by the prediction that ROC, in its own ratio-
nal self-interest, would cooperate economically with a sovereign
Quebec. So the economic costs to the citizens of each country would
be minimized. The party is more popular than its leader, Jacques
Parizeau, who is regarded by many as somewhat antiquated and er-
ratic. But barring a major gaffe or illness, Premier Parizeau and the
highly centralized inner cabinet will lead a united party in a referen-
dum campaign. Mr Parizeau’s entire political career has been devoted
to the cause of sovereignty, and there is no evidence that he would
stray from this course even if it were to impose large costs on the
citizens of the province.

The final Quebec party is the Bloc québécois, the federal counter-
part of the PQ. Although the Bloc rests to some extent on the PQ
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organizational base, it possesses some autonomy because of its sta-
tus as official opposition in the House of Commons, because of its
elected members, and above all because of its leader, Lucien Bouchard,
the most popular politician in Quebec. After the failure of the Meech
Lake Accord, Mr Bouchard resigned from the federal cabinet and cre-
ated the Bloc as the federal vehicle to facilitate Quebec’s evolution
towards sovereignty. He is a charismatic leader with great rhetorical
ability to blend logic and emotion. Compared with other provincial
and federal politicians, he is seen by Quebecers as both strong and
trustworthy; even among non-sovereigntist francophones, his over-
all approval rating has been as high as Mr Chrétien’s.” Mr. Bouchard
is acutely sensitive and, according to insiders, is sincere in all the
positions he adopts. On the other hand, he is relatively new to the
sovereigntist movement and may not share the core PQ leadership’s
entire commitment to independence: there is some evidence of sus-
picion within that party about his dedication to it. It is conceivable
that the Bloc would stop short of sovereignty if the costs to Quebec-
ers mounted or if a third option opened between outright indepen-
dence and the constitutional status quo.

Other partisan forces are found at the provincial level; the other
premiers and opposition leaders would not be able to escape involve-
ment in constitutional debates, however much the lead roles were
played by Quebec and federal politicians. Particularly important would
be Clyde Wells of Newfoundland and Frank McKenna of New
Brunswick — both Liberals experienced in these matters — and Roy
Romanow of Saskatchewan. Ralph Klein of Alberta might enunciate
a Reform-like position, while also attempting to solidify a western
Canadian option in the event of a Quebec vote for sovereignty. The
premier with the most to gain from the constitutional issue is Bob
Rae of Ontario. Leading an unpopular government, but personally
credible, Mr Rae could run in the upcoming Ontario election as the

-only leader experienced and capable enough to deal with the

sovereigntist threat and with constitutional issues. Downplaying the
social and economic issues that have divided the electorate and di-
minished NDP support, he could position himself as the guardian of
Ontario’s collective interest.

QUEBEC DECLARES ITS INTENT TO SECEDE

It must be assumed that Quebec’s claim to sovereignty can only be
based on a positive referendum result after a campaign in which the
major protagonists would be those described above. The sovereigntists
are absolutely committed to a referendum, although the PQ govern-
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ment could do much to promote sovereignty before it is held. Two
further issues concern the legitimacy of the result. The first is whether
Quebecers have the right to decide to secede. Public opinion in Que-
bec, backed by many pronouncements of the National Assembly (some
made under Liberal governments), strongly supports the existence
of this right, and while Canadian public opinion on this issue is not
undivided, the preponderant view is that Quebecers do have this
right. More important, by participating in the campaign, the protago-
nists implicitly accept the stakes. This seems unavoidable. Even the
leader of the Reform Party is committed to fight in a Quebec referen-
dum.” On the other hand, there certainly is no agreement in ROC
about what the terms and mechanics of a separation will be if the Yes
side carries the referendum.

The second issue is the question to be posed. For the referendum
to be perceived as legitimate, the question must be clear and fair.
This is an important matter, and one that is in the hands of the PQ
government. It is likely that the question will be “Are you in favour
of Quebec becoming a sovereign country?” The use of the term “sov-
ereign” has been attacked as vague and deceptive by federalists who
favour “separation” or “independence,” but in fact “sovereignty” has
a precise meaning in international law, whereas the other terms do
not. The referendum campaign itself will focus on defining exactly
what are the implications of this sovereignty. It is possible that the
question could provide some information about these implications —
for example, that the Quebec government would administer all taxes,
have the right to sign international treaties, and pass all laws appli-
cable to Quebecers. While these amplifications are true, they could
justly be decried as selective, and the federalist forces will certainly
make this argument. But, once more, participation in the campaign
will tend to lock them in to accepting the outcome. On the other hand,
if the question is heavily biased — by suggesting that tax savings or
economic growth would result from sovereignty — some ROC forma-
tions, notably Reform, might reserve judgment on the appropriate
response to a Yes vote. Because of such considerations, and also be-
cause many party militants want a clear outcome, the PQ will pose a
clear question, with little amplification.*

The referendum campaign will be bitter. It will have three central
elements. The first is constitutional. The sovereigntists’ claim will be
that constitutional amendment to meet Quebec’s aspirations has
proved impossible. Since the existing arrangements are cumbersome
and inefficient and provide neither special recognition of Quebec nor

- adequate protection of its distinctiveness against the weight of the

majority, sovereignty is the only solution. The Quebec Liberals, asso-
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ciated with demands for change in the past, have a strategic disad-
vantage on this front. For instance, their long-serving premier, Rob-
ert Bourassa, is on record as stating that “two avenues of action must
be considered simultaneously: an in-depth reorganization of the ex-
isting federal system, or sovereignty for Québec. No other solution
could meet the needs and aspirations of Québec society.”* Moreover,
unless the federal government’s policy against formal constitutional
reform changes dramatically, there will be nothing on offer except a
defence of the existing constitution, along with such proof of its flex-
ibility and capacity to accommodate Quebec’s interests as can be
mustered. Since the PQ; having been in office for several months,
will have stymied constructive initiatives in the allocation of func-
tions and joint programming, and since fiscal constraints will not
allow many attractive new federal program initiatives, this proof will
be difficult to demonstrate.

In a sense, the constitutional dimension of the referendum debate
is part of the larger constitutional game that has gone on since the
1980 Quebec referendum and has progressively entrenched the no-
tion that Quebec and ROC are entities seeking some compromise,
without success. In 1980, the question asked for a mandate to negoti-
ate sovereignty-association with Canada. The federalist side argued
that a No vote would produce constitutional change; but although it
did so, the 1982 amendments were rejected by the Quebec govern-
ment and by the National Assembly (by a vote of 70 to 38).% Five
years later, the Meech Lake Accord recognized the province’s dis-
tinctiveness and collective rights, but it failed, partly because of strong
opposition in ROC to the distinct society clause.® Quebec’s strategic
reaction was to threaten a referendum on sovereignty in order to win
the gains of Meech, and much argument was devoted to showing
that sovereignty was a credible threat.* But Canadian negotiators in
the Charlottetown process insisted on enlarging the scope of the pro-
posed amendments, introducing elements threatening to Quebecers
and watering down recognition of its distinctiveness. In Whitaker’s
view, the threat of sovereignty was not taken seriously enough in the
rest of Canada to produce proposals for asymmetrical federalism —
for equality among the provinces in ROC and special status and powers
for Quebec.®® And the Charlottetown Accord was defeated both in
Quebec and in much of the rest of Canada. By holding a referendum
after all these interactions, the PQ government will force Quebecers
to choose between the constitutional status quo and sovereignty, pure
and simple. '

- The second element of the campaign will be emotional, involving
notions of patriotism and national identity. Federalist forces will try
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to tap Quebecers’ sense of affection for and identification with Canada
— and there is considerable attachment. An extensive poll of Quebec-
ers by CROP in 1992 found that 71 per cent affirmed that “being Ca-
nadian” was part of their identity, while 93 per cent identified with
the beauty of the country; more important, 54 per cent wanted Que-
bec to remain a province of Canada.* According to Blais and Nadeau,
the differential sense of attachment to Canada or Quebec is the stron-
gest single predictor of support for sovereignty.¥” For their part, the
sovereigntists will appeal to Quebecers’ desire for autonomy, for con-
stituting themselves finally as an independent nation. The electorate
will be told that their language and culture are under constant threat
in the federation and in North America, and that the only way to
ensure their survival is to create a state with the sovereign power to
do so. Sovereigntists also will argue that the referendum represents
the last chance for Quebecers to assert their independence.® If they
do not act positively now, Quebec will be weakened for years and
will eventually be submerged in the federal system. As Mr Bouchard
showed in the 1993 election, he can be especially effective in striking
emotional chords, and he will be ready to state that here is Quebec’s
final chance to “get off its knees” at last. The importance of this emo-
tional dimension will depend on how much polarization has taken
place between the election of the PQ and the referendum.

The critical battlefront is likely to be the economic one.” Here the
debate will centre around the costs of sovereignty. As has been shown,
these are highly contestable, depending on assumptions about
Quebec’s long-term growth potential and, more centrally, about tran-
sition costs. The latter are largely a function of the politics of the sepa-
ration and the negotiations about sovereignty. The federalist strategy
will be to accentuate the costs, and high estimates of those costs will
be defended as valid. This position will be buttressed if real uncer-
tainty causes interest rates to rise, the dollar to fall, and firms to leave
the province. Meanwhile, the sovereigntists will provide
counter-estimates, and will argue that a Yes victory has already been
discounted by the markets.

Basically, though, the federalists will continue their current policy
of refusing to speculate about a Yes victory and the arrangements
that would follow it. At the federal level, one reason is that the gov-

. ernment cannot prepare for sovereignty: “In Canada-without-Quebec,

the federal government loses territory, citizens, a historic identity,
some of its bureaucracy, and many of the political responsibilities
that flowed from its former management of a linguistically dual people.
Little preparation by the federal government for such an unsought
goal is likely.”*More deeply, refusal to discuss the aftermath of a Yes
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vote will be part of a strategy to increase uncertainty. It is unlikely
that the federal government would even state authoritatively what
margin of victory, if any, it would accept. The constant position of
the federalists will be that separation is risky and unnecessary, and
that the electorate will reject it. Economically, the federalists will refuse
to admit that there would be any cooperation between a ROC and a
sovereign Quebec. To do so would be to follow a two-track strategy,
providing Quebecers with information about the secessionist future,
reducing uncertainty, and - assuming an emotional preference for
sovereignty among the electorate — making Yes votes more likely.

Both sides will agree that there are mutual gains through main-
taining the common Canadian economic space. But federalists will
deny that the mutual gains would necessarily continue in the event
of Quebec independence. Some will go further, employing a strategy
of threats. They will predict that the variable costs of transition, which
are partly under the control of ROC, will be high - that negotiations
will be long, hard, and bitter, that fundamental issues such as bor-
ders and minority rights will be on the table, and that there will likely
be temporary economic disruption and the erection of permanent
barriers to trade. In the spring of 1994, for example, several premiers
warned about the consequences of sovereignty. Mr Klein pointed out
that the Seaway belongs to Canada, Mr Romanow explained that there
was no provision in the constitution for secession, and Mr Harcourt
spoke of the “terrible consequences for everybody .... They think it's
going to be logical and civilized. Forget it, it won't be. There will be
great bitterness and a nasty split. And they’ll suffer, not just economi-
cally but they’ll suffer every which way, the people of Quebec.”#
While there will be a range of threats emanating from ROC (and some
offers of cooperation as well), the major federalist actors will be united
in predicting big economic costs of sovereignty and in making no
commitments about the consequences of a Yes vote.

The sovereigntists will counter these predictions and threats by
pointing to past cases when threats of economic damage proved un-
founded, such as the 1976 election campaign and the 1980 and 1992
referendums. More important, they will aim to expose the language
of threat as part of a transparent strategy that is not credible. Of course,
they will argue, the federalists want to avoid the costs of indepen-
dence. So, before Quebecers have made their choice, it makes sense
for the federalists to emphasize these costs, and it is rational to in-
flate them by making threats about noncooperation; but Quebecers
could still choose independence, and at the precise moment when
they do so, the federalist strategy will have failed. According to this
line of reasoning, after it is clear that the federal strategy has failed,
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ROC will immediately have to change its course in order to mini-
mize its own economic losses. ROC is rational (and the argument is
often presented in such anthropomorphic terms), so it must opt for
cooperation, for the tranquil management of the transition, for joint
assurances to diminish uncertainty, and for an economic association
that would avoid the costs to its citizens of fragmenting the common
economic space. As the PQ has stated the argument, “Par stratégie,
les politiciens fédéraux peuvent étre tentés de déclarer maintenant
qu’ils ne négocieront pas, pour dissuader les Québécois et les
Québécoises d’appuyer la souveraineté. Une fois devant le fait ac-
compli, cependant, par réalisme économique et politique, ils
changeront d’attitude.”*

Several conclusions emerge from this analysis. First, having adopted
the position that the economic costs of separation would be high and
that the negotiation of post-secession arrangements in advance is in-
conceivable, the federalists will have to maintain their stance until
voting day. Since the referendum result will probably be close, the
uncertainty and the prospect of economic loss must be kept constantly
before the moderate nationalists in order to induce them to vote No.

Second, the economic debate will be infused with emotion. One
reason is that the federalist strategy will be depicted as cynical and
manipulative, and contemptuous of Quebecers. If Quebecers do dis-
count the threats and opt for secession, the strategy will have raised
the cost of their decision, in reality. This is because all the uncertainty
about the constitutional and economic future that pre-negotiation
would have reduced wiil hit Quebec and ROC as a sharp shock on
the day after the referendum. So transition costs will be very much
increased by the federalists; indeed, the sovereigntists will argue that
it is hard to think of a more effective way of maximizing these costs
than by refusing to cope with sovereignty until it occurs. Less subtly,
threats of noncooperation may anger Quebecers when they are made
by federalist leaders who point to ROC extremists and declare them-
selves bound to take such views into account. As well, some difficult
transition issues about which threats of noncooperation will be made

involve minorities, Native peoples, and the provincial borders. To

all of these, Quebec public opinion is extraordinarily sensitive.®
Finally, there is much truth in the sovereigntist analysis of threats of

- noncooperation. If, after a Yes result, the secession is to be peaceful,

negotiations on outstanding issues will be conducted, and at this point
ROC will have an interest in minimizing uncertainty and in negotiat-
ing certain cooperative arrangements. But this is a superficial truth. It
is based on depicting the federal strategy as one of “permanent retali-
ation,” meaning that noncooperation by Quebec in the form of a Yes
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vote would be followed by permanent noncooperation on the part of
ROC. This is not credible. Negotiations would certainly occur. But these
negotiations need not be easy, nor need they produce cooperative out-
comes. Indeed, it would be entirely rational for ROC to be noncoop-
erative if this stance could produce outcomes favourable to it in the
long run - if it could force Quebec into compromises that are in ROC’s
interest. For instance, if ROC and a sovereign Quebec are to cooperate
economically, decisions must be taken about the level of integration
to be maintained and about what decision rules will settle future ques-
tions of economic management. ROC leaders might calculate that the
losses consequent upon adopting a nonconciliatory stance in the short
term would be more than recompensed in the long run if it could ob-
tain its preferred outcomes or a favourable compromise on these is-
sues. Immutable geography and economic forces make it clear, as the
Quebec sovereigntists recognize, that negotiations between ROC and
Quebec will continue indefinitely, whatever the constitutional frame-
work. But from this observation, one cannot draw the conclusion that
cooperation is inevitable.

The federalists might well make this argument in the referendum
campaign. As Julius Grey put it, “The theory espoused by the sepa-
ratists that Quebec will get whatever it asks for must be laid to rest.”*
The federalists will also, somewhat contradictorily, appeal to Que-
becers’ sense of attachment to Canada and to the successful func-
tioning of the Canadian constitution. Here, however, it is assumed
that all the federalist arguments have failed and that there is going
to be a Yes majority in the Quebec referendum.

CANADA WILL ACCEPT THE PRINCIPLE OF
SECESSION: NEGOTIATIONS WILL FOLLOW

The referendum campaign has been heated, and the result has been
too close to call. Even if the Yes forces have had a substantial lead
according to the polls, there has been no commitment by the federal-
ists about the implications of a vote for sovereignty, the margin re-
quired to be decisive, or post-sovereignty arrangements. This, despite
the fact that high levels of uncertainty are registering in all Canadian
markets.

As the results come in, it is apparent that Quebecers have voted
Yes. What is to be done? Who will speak for ROC? There is little doubt
about the answer. The referendum result will be accepted, and it will
be the Government of Canada that does so.

- Accepting the result will be an agonizing decision, taken by politi-
cians who are exhausted from the referendum campaign and who
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are meeting under intense time pressure in an atmosphere where news
of the result will produce popular reactions ranging from jubilation
to outrage. Yet the decision must be made. It will be taken by the
federal cabinet after consultation with the opposition parties and the
provincial premiers. The announcement will be made by the prime
minister, accompanied by senior ministers and probably the leaders
of the Reform Party, the Progressive Conservatives, and the NDP.
The prime minister will state that Canadians accept the result and
that Quebec will leave the federation. He will appeal for calm and
will reassure both the citizenry and the international community that
the process of separation will be peaceful, constitutional, and man-
aged through negotiations. All international obligations will be met.
There will be no change whatsoever in the constitution, existing law,
government programs, or economic management until a settlement
of outstanding issues has been reached with the Government of Que-
bec. Most of all, he will stress that Canada has not come to an end,
that political leaders are unanimous in their determination to carry
on, and that in this critical time all Canadians must be united as never
before.

What are the alternatives to such a decision? First, the Canadian
government could refuse to accept the popular verdict, particularly
if the margin of the Yes victory was very thin. There are good argu-
ments for requiring super-majorities to effect constitutional change,
and recent secession referendums have carried by wide margins.
Yet the fundamental democratic principle is that the majority rules.
Moreover, insofar as there are norms about referendum decisions in
Canada, the operative decision rule is 50 pér cent plus one of those
voting. This was the rule understood to be operative in the referen-
dum on the Charlottetown Accord. It is also the position of the Re-
form Party with respect to the referendums it favours on all
constitutional amendments.” It is even the principle used by Scott
Reid and others who have advocated local referendums in Quebec

‘to allow secession from the province.®® Apart from the principle, re-

fusing the result would cause massive unrest in Quebec, as well as
sympathetic and provocative demonstrations elsewhere in the coun-
try. It would implicitly support Aboriginal claims of the right of se-
cession from Quebec, and it would create international concern about
Canada’s commitment to democracy, since Quebecers would have
decided the issue in a campaign where the options were clearly sov-
ereignty or the status quo. If the question was legitimate and the cam-
paign fair, ROC could not refuse to accept the result.

A refusal, in any case, would have to be effected by force sooner or
later. But the repression of Quebec might not be within Canada’s
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power; nor would this option command support in ROC. A 1992
Decima poll found that only 7 per cent of respondents in ROC found
the use of military force to prevent Quebec seceding to be somewhat
or very acceptable.” Apart from any propensity to pacifism among
Canadians, there is the question of the goal of repression, either eco-
nomic or political: “What would the objectives of such a declaration
of political war be? To restore federalism? To abolish the Québec
National Assembly? To install a more ‘sensible’ provincial govern-
ment? Would it indeed be in Canada’s self-interest to exact as higha
price as possible before acquiescing to Quebec’s sovereignty? Would
Canada benefit from a poor, unstable, and recriminatory neighbour?”

Alternatively, the government could resign in favour of new lead-
ership. But the confusion and delay that this would engender makes
this option highly irresponsible. In any case, a new government would
still have to depend on the support of the Liberal majority in the
House of Commons. The prime minister could resign, and this would
be a possibility after a losing campaign, but it, too, would increase
uncertainty and would be a neglect of duty.® The opposition parties
could not force a resignation, and it is more likely that leadership
within the government would become focused in a small number of
senior ministers.

The federal government could call an immediate election. Having
lost the referendum battle, the Liberals might be disorganized and
discredited. There certainly will be calls for a change of government
in order to choose an administration with a mandate to deal with
Quebec and to manage the reconstitution of Canada.’ But this course
of action would extend and deepen uncertainty, and it could pro-
mote profound divisions within ROC by making the response to
Quebec a partisan rather than national matter. There is also the prob-
lem of what specific platforms the federal parties could present, es-
pecially on constitutional change in ROC. More setiously, no party
would be likely to secure a working majority in the House of Com-
mons, and the passions of an election campaign would make a col-
lective ROC position very difficult to frame in these circumstances.
There also remains the obvious problem that Quebecers could not be
excluded from participating in the election, even though they had
just voted to exit from the Canadian community. (Amending the Elec-
tions Act to permit an election in ROC alone probably would be un-
constitutional.) In the view of some, after the implications of the Yes
vote have been registered by Quebecers, an election would allow them
a second chance to cast a vote for federalism. But such an election
would be highly divisive in the province, where it might be boy-
cotted or might simply result in the re-election of Bloc members. The
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Quebec vote might well prevent the formation of a majority govern-
ment based in ROC and capable of coherently expressing a Cana-
dian position about dealing with Quebec or reconstituting Canada.

Another possibility is for Ottawa to organize its own referendum
after the Yes vote in Quebec. There are several forms this could take.
A referendum restricted to Quebec might pose a different question
about sovereignty, perhaps specifying different implications of the
choice. Or it could be the same question, but one that was presented
after some implications of the first vote had sunk in. Once more,
though, this would prolong the process. By negating the first result,
the gesture itself would promote demonstrations, a boyeott, and vio-
lence at the polls.

Alternatively, a referendum confined to the rest of Canada might
ask whether the Quebec decision should be accepted. Again, this would
delay matters for at least the thirty-six days of campaigning speci-
fied in the Referendum Act, and it might not be conclusive. What
would be the effect on national unity and Canada’s negotiating power
if some provincial electorates agreed and others did not? If the popular
decision went against accepting the Quebec result, the federal
government’s room o manoeuvre would be very restricted. It could
not negotiate the terms of separation, and the PQ government could
be forced into a unilateral declaration of independence (UDI). If Ca-
nadians accepted the Quebec Yes vote, then negotiations would be-
gin, but only after a costly delay.

Then again, rather than hold a referendum about accepting or re-
jecting Quebec sovereignty, the federal government could pose other
questions in a referendum. It could ask whether Canadians favoured
sovereignty or the constitutional status quo or negotiations to renew
the federal system. Or it could put before the electorate specific con-
stitutional proposals, perhaps the essence of the Meech Lake Accord
or a package of generally decentralizing amendments. Such a refer-

- endum could be held in ROC alone or throughout Canada.

Some Quebecers would favour this outcome, because in the larger

- constitutional game, a Yes vote can be seen as the final card that would

force ROC to negotiate seriously. Two positions are blended here. In
the first, a vote for sovereignty would arm Quebec with sufficient
power to negotiate post-separation arrangements that approximate
“special status,” the province’s traditional demand. Hence
sovereigntists such as Mr Bouchard both advocate and predict that
confederal structures join Quebec and Canada after sovereignty is
achieved.” In the second and softer position, a Yes vote would force
ROC to negotiate and to meet Quebec’s demands, but within the con-
stitutional framework, so sovereignty might not be achieved - or it
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might be. Such ambiguity is expressed by Mario Dumont’s Parti ac-
tion démocratique du Québec (ADQ), and it resembles the Slovak
proposals for a “state treaty” — a way to achieve, as Mr Dumont puts
it, sovereignty but not separation.” This position accords with many
moderate nationalists’ desire to have sovereignty — or at least national
autonomy — without breaking the attachment to Canada, and it cor-
responds with some popular expectations that “sovereignty” would
permit this.” If Canada held a referendum, the result might show
that ROC finally understood how serious Quebecers” disaffection was,
while in Quebec the moderate nationalists might swing away from
sovereignty. The economic impact of the Yes vote might help pro-
duce these results.

But it is unrealistic to think that Ottawa will seek a mandate to
negotiate constitutional change after a Yes vote, or that it would re-
ceive one in a referendum. First, whether a referendum question pre-
sented broad constitutional options or a set of constitutional proposals,
uncertainty and confusion would be prolonged, not only during the
referendum campaign but also while negotiations proceeded (if they
did). If the federal government received only a mandate to renew
federalism, this crude result would not dictate to the negotiators —
the governments in place, with all their historical animosities ~ what
should be the parameters of a settlement.

In any case, public opinion in ROC probably would not endorse
major constitutional changes in order to keep Quebec in the federa-
tion. A 1992 poll on this question found opinion evenly divided, and
sentiment in favour of “closure” undoubtedly has hardened since
then.* There could be some support in ROC for a constitutional pack-
age that would decentralize powers in order to keep Quebecers in
the federation, but there would be almost none for any form of spe-
cial status.>

Any referendum campaign would be enormously divisive in ROC.
Whatever the question posed, it is likely that some provincial elec-
torates would be favourable while others would not be. MPs from
these provinces and the provincial governments would be in an im-
possible situation, both during any negotiations and when any pro-
posed amendments resulting from them were submitted for
ratification. Quite apart from the provincial dimension, any referen-
dum would create sharp divisions of opinion in ROC. After all the
delay and debate, Ottawa could emerge with only a slim mandate to
take any course of action, and the degree of opposition to it would
have been precisely measured in the voting booths. More practically,
the campaign in ROC would be along party lines. If the federal gov-
ernment supported negotiations or a specific set of proposals but the
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electorate did not, its legitimacy would be impaired. In any referen-
dum the government would run the risk of having to resign after the
vote.

Moreover, whatever the outcome of a referendum held in ROC,
there is no reason to expect that the Parti québécois government would
negotiate anything other than sovereignty, however much the mod-
erate nationalists might support talks about constitutional renewal.
Under a PQ government, the National Assembly would pass no con-
stitutional resolution to renew federalism. If a federal referendum
was conducted in Quebec, it would certainly be boycotted, and op-
posed physically at every polling station. The Quebec government
would refuse to be bound by the result, and the National Assembly
could pass a UDI, had it not done so already. Then the Quebec gov-
ernment, ready to negotiate the terms of sovereignty, would confront
a ROC badly divided by a referendum campaign and led by a much
weakened federal government. Given all of this, the referendum al-
ternative is not a viable one.

Finally, the federal government could do nothing. It could wait for
the National Assembly to act, since referendum results have no le-
gal, binding weight in a parliamentary system. But this would be a
short delay only, for the PQ majority would ensure quick passage of
a resolution accepting the results and demanding negotiations. Even
then, Ottawa could continue to make no response, but this would be
unsustainable in the atmosphere of uncertainty that would result.
Foreign powers concerned about their military and diplomatic inter-
ests would soon press for some resolution of the issue. The deterio-
rating economic situation would be another spur, as it would be in
every alternative where Ottawa failed to take fast, decisive action.

A Yes referendum result would shake foreign confidence in Canada,
and a result that did not meet with a clear, fast response would pro-
duce even more downward pressure on the dollar and a sharper rise
in short-term interest rates: “The inevitable question on the mind of
the foreign investor would be: ‘Do I really want to play in the traffic
while Canadians sort out these matters? Would it not be better to
park, temporarily at least, my investments elsewhere?’”%

_ The financial consequences of any delay would be severe for indi-
viduals, firms, and governments, especially the last. As of January
1994, the federal government had $165.9 billion in outstanding trea-
sury bills at terms of less than one year. It had another $193.3 billion
in loans in the form of bonds, with an average time to maturity of
less than five years. An increase in interest rates would make refi-
nancing this debt much more expensive. For example, a 2 per cent

' rise in rates would cost an extra $4.32 billion in interest payments
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over the course of a year.* The provincial governments would be
similarly affected, except that because more of their borrowing is in
foreign currencies, they would also bear the cost of a depreciating
dollar.

An even stronger stimulus to determined action will be domestic
uncertainty. In Canada, some have discounted the argument that
Quebec secession will produce a crisis (and this propensity increases
as one moves west across the land}). But a Yes vote will cause pro-
found uncertainty throughout the country. This is a term that is used
so often that it can take on an air of meaninglessness or unreality, but
uncertainty is all too tangible. It implies precisely the kind of changes
in calculations and attitudes and lifestyle that individuals make when
the company they work for is taken over and the probability of keep-
ing their jobs is reduced. A Yes vote in a Quebec referendum will
dramatically reduce the probability of many things remaining un-
changed ~ not only items that are normally volatile, such as the in-
terest rate, but also much of the unquestioned background of everyday
life: the currency in use, the security of bank deposits and pension-fund
assets, and one’s citizenship. To start with, Quebec citizens and firms
will not know where their taxes should be paid. People there will be
unsure of their rights and of whether government services will con-
tinue. Anyone with links to the province will also face uncertainty.
The whole legal structure of trade will be uncertain: firms will not
know whether their customers and suppliers will be staying in the
same country and whether they will be governed by existing law,
and every contract with Quebec interests will become insecure. Un-
certainty will affect behaviour in every sector of the economy. Firms
in the direct-mail business will have to wonder about the future of
the post office. Wheat farmers shipping by rail will not know whether
the CNR will serve them next year; they will not know what port
their produce will move through and whether federal subsidies and
stabilization plans will remain in effect. In the financial-services sec-
tor, there will be uncertainty about clearing trades on the stock ex-
changes, cashing cheques, and the nationality of assets and liabilities.
 In oil, cars, and lumber, hundreds of thousands of people will not

know whether the FTA and NAFTA will continue to govern interna-
tional commerce. Meanwhile, the whole retail sector will be seized
with the question of whether Canadians will continue to spend when
interest rates are rising and the future is so murky.

This is uncertainty. People will pay a lot to avoid it. (Consider how
much most people would pay in order to know that their jobs were
secure for a decade.) Consequently, after a Yes vote, Canadians will
demand decisive action to reduce uncertainty, even at a price. And
this price includes not only economic losses but also political costs —



159 Getting to the Table

the distaste of having matters handled by a government that one did
not support, the frustration of having decisions made without par-
ticipating in them, and the irritation of one’s leaders making deals
with separatists.

The whole force of uncertainty will be against any indecision and
delay. Nevertheless, Ottawa might still resist this pressure and try to
wait Quebec out. Then what? One possibility is that the PQ might
crumble, and there might not be a majority in the National Assembly
to support the next step — a unilateral declaration of independence.
This seems unlikely, however, given the PQ government’s current
composition and orientation, the widespread sentiment in Quebec
that its citizens have a right to self-determination, and the basic prin-
ciple of majority rule. If the National Assembly did pass a UDI, Canada
would then have the choice of recognizing the new state or not. If it
did not do so, the result eventually would have to be either negotia-
tions or a contest for control of the territory. On the other hand, if
Canada recognized a Quebec UDI, two results follow. First, Quebec
would no longer be part of the country, so both de facto and de jure the
constitution would no Ionger apply to it. This would be convenient,
in a way, since Canada would not have to proceed with constitu-
tional amendments in order to eliminate Quebec from the country.
However, it would then fall to the courts to interpret how the consti-
tution would work in practice without Quebec, and the courts’ inter-
pretation would be cautious. There would be no court-ordered changes
to language rights, the Senate, or the amending formula, yet these
are amendments that the citizens and governments of ROC might
want to make in order to fit the country’s basic law to its new cir-
cumstances. Hence, the constitutional outcome would be inferior to
what would otherwise be possible. Second, after a recognized UDI,
Canada and Quebec would have to start negotiations about various
urgent issues. So there would be no advantage to Canada if it waited
out the result and forced a UDL

It is clear, then, that all the alternatives would be unsatisfactory.
The Yes verdict will therefore be accepted. And on referendum night,
the federal government will speak for Canada.

QUEBEC SECESSION WILL BE A MOMENTOUS
AND GALVANIZING EVENT

Until the referendum result was in, Canadians and Quebecers did
not know what their collective future would be. The Yes vote will
produce a sudden, definitive answer: the future will be very differ-
ent. This shock will create enormous anxiety (and some anger). There
had, of course, been intense discussion, reflection, and contingency
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planning about various options prior to the vote, but it was all hypo-
thetical. Now, no one is at all certain how events will actually un-
fold.

In this context, power, legitimacy, and initiative will flow to the
federal order of government. Only it can take the lead in resolving
the uncertainty; only it can embody the solidarity Canadians will
seek to deploy against Quebec and to maintain against the possibil-
ity of fragmentation; and only it has the requisite powers to keep
order. '

A Yes vote will plunge Canada into a crisis. Uncertainty will be fel¢
by every citizen. There will be some variance in this, of course. The
anxiety level of most federal employees in Kingston or Halifax will
be much higher than that of most Vancouver real estate agents. But
the Yes vote will unsettle every Canadian. Quite apart from their
material interests, they will be unsure about their citizenship, about
what community they now belong to. They will need reassurances
about these matters, and Ottawa will supply them. So will the pro-
vincial governments, and it would be most unlikely in the immedi-
ate crisis for these governments to send messages contradicting those
that emanate from the centre.

There will be a tremendous drive towards solidarity in ROC, and
its only possible focus is the central government. Since the Yes vote
will represent a profound rejection by Quebecers of the national com-
munity as it exists, there will be doubt about whether Canada can
continue. Ottawa’s message will be that it can. As is well understood,
ROC does not really exist, but the rejection of all other Canadians by
Quebec will help create it. For one thing, Quebec will have to be dealt
with on new terms, and it will be essential to have unity in order to
conduct negotiations in ROC’s interest. An external threat is always
highly conducive to internal solidarity, and as in wartime, the cen-
tral government will be the agency that deals with the threat.

Beyond this, there is every indication that the citizens of ROC will
prefer to continue as a country.® One major alternative is integration
with the United States, but while Canadians may have lost some af-
fection for their country’s traditional symbols, the elements that do
command support are touchstones of difference from that country,
such as Canada’s lack of violence and its health-care system.® In 1992
one straightforward poll question asked whether respondents would
take the opportunity for their province to join the United States as a
normal state with full political representation, and 79 per cent said
no.® These ex ante sentiments will be strengthened when the event
occurs, because at a much deeper level internal solidarity is a pre-
dictable consequence of Canadians’ various senses of national iden-
tification. There is one identifiable group, among them the bon
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voyagistes, for whom francophone and alien Quebec has always been
an anomaly in their essentially geographic conception of Canada;
although they will be discomfited by noncontiguity, they will favour
unity in order to deal — preferably harshly - with the “other.” A dif-
ferent sense of national identification stresses the regions and prov-
inces of Canada, viewing the whole rather like a family; that family
must unite in a crisis. Then there are those who understand Canada
to be a constructed society, different from and superior to the United
States; they too will support a central leadership that promises to
reconstruct and maintain their county.®

These deep structures of national identification suggest that in ac-
commodating the shock of Quebec secession, the citizens of ROC will
tend to support national leadership rather than provincial alterna-
tives. Further evidence is available from survey research. It is true
that the Environics data cited in Chapter 7 above showed declining
levels of identification with Canada, as opposed to the provinces,
over the 1980-91 period. But any questions about people’s underly-
ing sense of identification are intrusive, and the results are sensitive
to the question posed. Environics asked “Do you feel you are more a
citizen of Canada or more a citizen of this province?” In 1991, the
proportions answering “Canada” were still 49 per cent in the Atlan-
tic region, 57 per cent in the West, and 69 per cent in Ontario.* Gallup
asked a different question in 1991 - “Generally speaking, would you
say your primary allegiance is to Canada, to this province, or to this
particular local community?” Even with a third response option, those
choosing “Canada” were 57 per cent in the Atlantic provinces, 74 per
cent in Ontario, 64 per cent on the Prairies, and 69 per cent in British
Columbia.®® In late 1993, another Gallup poll asked, “Do you think
of yourself first as a Canadian or as a Newfoundlander?” (or
“Albertan,” “Ontarian,” and so on). Respondents answering “Cana-
dian” were 72 per cent in Atlantic Canada, 94 per cent in Ontario, 80
per cent on the Prairies, and 60 per cent in British Columbia.® An-
other survey asked a similar question and found that only 22 per
cent of Canadians — including Quebecers — thought of themselves
first as residents of a particular region or province, and in ROC, apart
from respondents in the Atlantic region, the lowest “Canadian” iden-
tification was in Alberta, at 74 per cent.”

One cannot know with certainty how this strong and widespread
attachment to Canada as a whole would change under the impact of
a Yes vote, though comparative analysis suggests that it would
strengthen. Moreover, there are some data concerning Canadians’
~ expectations about the outcome of a Quebec secession. If Quebec sepa-
rates, most Canadians anticipate that the rest of Canada would emerge
from the event as a “strong united country,” rather than breaking up
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into smaller countries or having parts absorbed by the United States.

The proportions of respondents expecting unity and continuity were
48 per cent in the Atlantic provinces, 66 per cent in Ontario, 62 per
cent on the Prairies, and 61 per cent in British Columbia.® Of course,
these responses are sensitive to the question asked, and they concern
hypothetical events — but they strongly suggest that the citizens of
ROC would be prepared to accept the federal government’s lead
during a secession crisis.

Finaily, only Ottawa has the power to maintain order. When seces-
sion is accepted, the use of force to maintain the existing state will be
renounced simultaneously, but the Yes vote will undoubtedly cause
unrest and sporadic outbreaks of violence. These will be concentrated
in Quebec and on its borders, especially in Montreal, in anglophone
regions, and wherever Aboriginal people choose to manifest their
refusal to accept the result without their consent, but unrest and civil
disobedience will not be limited to Quebec. The federal government
controls the armed forces and the RCMF, and these agencies may
well have to be deployed. Moreover, the central government can equip
itself with extraordinary powers under the Emergencies Act, which
defines a “national emergency” as “an urgent and critical situation
of a temporary nature” that “seriously threatens the ability of the
Government of Canada to preserve the sovereignty, security and ter-
ritorial integrity of Canada.”® If the government considered that
threats of violence were being used for political objectives, it could
declare a “public order emergency” in all or parts of Canada, and
could equip itself with powers to prohibit public assemblies and control
the use of specified property - which would allow, notably, the freezing
of bank accounts.” This would be an extreme measure, but if the
crisis is serious it would be difficult for opposition parties or the pro-
vincial governments to oppose it. In Quebec, obviously, the Emer-
gencies Act would not be invoked without the approval of the
provincial government; indeed, the Act could not legally be invoked
in Quebec alone without that approval,”* but this would be forth-
coming if Ottawa accepted the referendum result and the domestic
situation was slipping into disorder.”

This account of Ottawa taking the lead of an anxious public galva-
nized into unity by the reality of secession is supported by compara-
tive experience and evidence from Canada, but it is contestable in

- theory. It will not be contestable in reality. Although one could argue

that the federal government would be delegitimized by its failure to
defeat the separatists, it seems unlikely that this would be the case.
Since most Canadians regard secession as irrational, the blame for
the Yes vote will be laid on Quebecers rather than on those who de-
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fended Canada. Some Canadians, like some analysts, will see in the
crisis an opportunity to create a Canada more to their liking than the
country and system of government that now exist, and they will be
suspicious of Ottawa because its initial actions will reduce the chance
of later countering central power. But the issue of how ROC will re-
constitute itself will not be at the top of the agenda yet. As Gibson
shrewdly recognized, “the first matter is to secure and nail down the
internal and external status quo, at least temporarily.”” Only Ottawa
can do this. In theory, the provincial governments could object to
Ottawa’s taking the lead, but they will be able to offer no credible
alternative. There is no mechanism for them to assume the initiative
in dealing with Quebec, and they are divided by interest and ideol-
ogy. In any case, some provincial governments will be immediately
supportive of Ottawa, because not to do so would open the route to
national disintegration. As the York study group advised,

If Québec secedes, we recommend that Ontario take a leading role in resist-
ing the pressures to decentralize by committing itself to the values of shar-
ing and common citizenship which have characterized Ontario’s role in the
past. It is essential that Ontario take this leading role, because a failure to do
sowould effectively subvert any atternpt to maintain a political union among
the remaining nine provinces. We believe that the disintegration of the re-
maining provinces into discrete political units would be contrary to the in-
terests of these provinces, including Ontario. It would further complicate
and increase the burden associated with Québec secession from Canada.™

In the short term at least, this support would leave other provinces
open to criticism if they undermined a national response to the cri-
sis. The same holds true for the opposition parties in Parliament, and
especially for Reform, the critical actor. However uncomfortable some
members might feel, these parties will have nothing to gain by strenu-
ously resisting the federal government’s attempts to deal with the
grave threat posed by the Yes vote. In fact, both the provinces and
the opposition parties will be brought into the negotiating process.

THE GOVERNMENTS WILL BE BROADENED
ANTD STRENGTHENED: THERE WILL BE A PREMIUM
ON SOLIDARITY

The first step in the secession is to begin negotiating the separation
of Quebec from Canada. This cannot be delayed. The politicians in
place will have to take charge of the process immediately. They will

‘then create structures to guide and shape the negotiations.
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There will be differing views in Canada about the course of action

to be followed in the aftermath of the Yes vote, and about ROC’s
negotiating positions and Canada’s optimal long-term relationship
with Quebec. These differences will be submerged, temporarily, for
their expression will be muted by the crisis and by the need for soli-
darity to frame a collective response to Quebec right away. Second,
all political factions will become involved in the negotiations. This
will be an indirect involvement for the most part, but it will be enough
to ensure that the participants are fully informed about the conduct
of the negotiations and that they can debate the positions taken by
the Canadian side. It will be difficult for any leader to refuse to be-
come involved in this process; and in the short term, any minority
making strong public criticism of it will risk being regarded as dis-
loyal. ,
The negotiations will be led by the federal order of government,
which will have taken the initiative immediately. It has the power to
recognize other states, and it takes the lead in international diplo-
macy. Executing agreements with Quebec will mainly require changes
in federal rather than provincial law, for most will involve matters
falling within federal jurisdiction. But the government will be broad-
ened and strengthened in order to represent Canada fully. This will
be necessary to maintain Ottawa’s stock of legitimacy and support.
The structures set up will evolve under the pressure of events, pub-
lic opinion, special demands, and partisan incentives, and they will
have many levels.

The basic entity will be a large joint committee of the House of
Commons and the Senate. It might be called the Joint Committee on
Canada-Quebec Separation (JCC-QS). This will resemble the
Bélanger-Campeau Commission that was set up to inquire into
Quebec’s constitutional future. There will be about fifty members, at
least half coming from the House of Commons, and the parties will
be represented proportionately. The party leaderships, including
members of the cabinet and the prime minister, will be members.
Power, information, and responsibility will be concentrated in this
large committee.

The JCC-QS will be the parliamentary body to which negotiators
report. Meetings initially will be for the negotiators to share infor-
mation and receive direction. Later, draft agreements will flow into
the JCC-(J5, to be debated in detail. Still later, some will take the
form of bills that will be referred to the committee or to normal standing
committees, and these will proceed through the standard legislative
process (with proclamation delayed appropriately).

- If the Emergencies Act is invoked, the JCC-QS could also serve as
the parliamentary review committee that would oversee orders and
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regulations under that Act. A difficulty here is that all parties with at
least twelve MPs must be represented on the review committee, and
this means that the Bloc québécois will be entitled to membership.
However, the Bloc might well withdraw its members from Parlia-
ment as soon as the referendum result has been accepted; alterna-
tively, House of Commons rules and the Emergencies Act itself could
be quickly amended to exclude them: one way or another, the Bloc
will play no part on the Canadian side. Its members certainly will
not participate in the JCC-QS.

The same is not true of the provinces. The provincial governments
will have three interests in how the crisis is managed. First, their
citizens and their treasuries will be affected by the prevailing eco-
nomic ‘uncertainty. Second, they have a direct stake in some of the
matters to be negotiated with Quebec. Third, the separation will re-
quire constitutional amendments to effect it and to reconstitute a new
Canada without Quebec. These amendments will require provincial
assent, so it will be prudent to involve the provincial governments in
the separation negotiations, even though these negotiations are in-
dependent of the constitutional amendment process. There are three
avenues for provincial involvement. First, representatives will sit on
the JCC-QS.” This will be the main body to which information about
the negotiations is channelled, and every provincial government will
have full access to it. These governments will then be able to take
some responsibility for the Canada-Quebec arrangements. Second, a
separate joint committee will be established to consider how to re-
draft the Canadian constitution, and this will have provincial repre-
sentation, even though amendments will also be discussed in First
Ministers’ Conferences. Finally, some premiers will take a direct part
in the negotiations.

The negotiating group will report o the JCC-QS. It will also report

- to cabinet, and probably to a special cabinet committee of the stron-

gest ministers and those whose departments are most directly af-
fected by the substance of the talks. Maintaining cabinet (and caucus)

- solidarity will be imperative, for the government must continue to

operate and to be seen to be in control. But as noted above, crises
both elicit determined leadership and offer few incentives for pub-
licly defying it.

Would the government itself be broadened by taking opposition
leaders into the cabinet? Probably nof. The offer of a coalition was
not made even during World War II. Moreover, it is unlikely that the

" only relevant potential partner, the Reform Party, would accept such
an arrangement. Its western base is sceptical of Ottawa’s intentions

and wary of the Liberals, and the party is ideclogically more dis-
posed to locate legitimacy in the legislature as a representative whole
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rather than in the executive. So although Reformers will sit on the
JCC-QS and Mr Manning will be part of the negotiating group, the
Liberal majority will take responsibility for governing Canada dur-
ing the transition.

This raises the issue of Liberal MPs and ministers from Quebec.
Their continuing participation in the government and even the House
of Commons will be questioned in some quarters — there will be dis-
trust of “Quebec negotiating with itself.” These are real concerns.
But they will be countered. In the first place, under the operative
constitution, the Quebec members were legitimately elected. The Lib-
eral MPs, along with Mr Charest, are federalists all, and other mem-
bers will not reject them, thereby immediately denying representation
to their constituents. In the aftermath of the Yes vote, the federal cabinet
will be broadened, and Quebec ministers will be massively outnum-
bered by those from elsewhere in the country. Some will be shed. It
will be essential, for example, to have a non-Quebecer as minister of
finance. Further, the JCC-QS membership will be overwhelmingly, if
not exclusively, from ROC. Most important, apart from the prime
minister (at the outset), the Canadian negotiating team will include
no Quebecers. So the presence of Quebec representatives on the gov-
ernment side will not impede a solidaristic and collective ROC re-
sponse to the Yes vote. On the other hand, the anomaly of there being
any Quebec MPs at all in the House of Commons after a Yes vote,
and especially from the Blog, is one reason why a federal election
will have to be called after the immediate crisis has passed.

In Quebec a parallel process will occur. The PQ government formed

~ after the 1994 election is organized around a tight cadre of senior

ministers that will dominate a raucous National Assembly through
firm party discipline. After the referendum result, however, this will
change. The PQ will set up a broad legislative steering committee
with Liberals included. As in Canada, the Quebec government will
seek the legitimacy that comes from concentrating power in a broad
and representative body. And when Canada has accepted the refer-
endum verdict, at least some Liberal MNAs will be drawn into the
separation process. How else could they protect the interests of their
constituents? In fact, some Liberals probably will be included on the
Quebec negotiating team.

THE NEGOTIATIONS WILL INVOLVE FEW
PARTICIPANTS

Secessions are negotiated at the highest level, and consequently few
actors are involved. Although increasing numbers of politicians and
civil servants come to participate in the process as it unfolds, the
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difficult questions are always resolved by small groups of leaders
from each side. Extensive powers are delegated to these few indi-
viduals. This is because the situation is unprecedented and the crisis
has to be resolved in short order. But large amounts of information
are conveyed back from the negotiators to the bodies to which they
are responsible, and to the public; and as debate takes place, the pa-
rameters of settlements acceptable to the domestic constituencies
become apparent. On the other hand, the negotiators have consider-
able autonomy, since only they deal directly with the other side. Be-
cause the matters discussed are complex and urgent, secessions offer
much scope for leadership — for the shaping of legislative and public
opinion through explanation of the issues, the stakes, and the posi-
tions of the other side. _

The initial talks with Quebec will be by telephone on the day of
the Yes referendum result. They will involve aides to the prime min-
ister and Mr Parizeau, who will agree on statements about the im-

‘medjiate situation and will arrange for a meeting to be held within

two or three days. The leaders will speak briefly to confirm these
matters. Subsequent negotiations will be conducted by a small del-
egation from each side. The prime minister and the premier of Que-
bec will probably not meet directly before this group is assembled,
though their aides will certainly be in continual contact about the
modalities of the negotiations.

The Canadian side initially will be led by the prime minister, though

he will delegate day-to-day responsibility for the negotiations to an-

other cabinet minister. The Canadian delegation will also include the
minister of finance and two or three senior ministers who have wide
credibility and experience in federal-provincial matters. Some regional
balance will be essential. A strong and respected senator could also
be included. But this is not sufficient. Even though the provincial
governments will participate through the JCC-QS, it will be desir-
able to involve some provincial premiers directly in the negotiations.
Their numbers must be limited, though. Negotiating a secession is
not like negotiating a new GATT agreement. There are tight dead-
lines, and the same actors must confront each other repeatedly on

" tough issues. Large delegations consume time and inhibit agreement.

It seems that three premiers at most could adequately represent
the provinces: a set such as Mr Rae, Mr Klein, and Mr McKenna would
suffice. This group has regional and partisan balance, and inciudes

* the two provinces with the most at stake economically in the seces-

sion. If the other premiers resisted such a selection, an alternative
structure would resemble that used in negotiating trade agreements.
The federal teamn would conduct the negotiations and report to the
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JCC-QS, but there would be a parallel set of provincial representa-
tives — premiers, leading cabinet ministers, and key officials — to which
the primary negotiators, along with their supporting officials, would
also report.”® A single premier, the chair of the group, could attend
the negotiating sessions as an observer. Through this mechanism, all
the provinces would have more sustained input into the negotiations,
but it would be more cumbersome. Moreover, provincial participa-
tion is not strictly necessary to consummate the agreements that will
be negotiated with Quebec.

This point needs to be clarified. The provinces will certainly have
to agree to the constitutional amendments that seal the secession,
but this is a separate matter from negotiating the terms of Quebec’s
exit. Most arrangements made with Quebec will not impinge on ar-
eas of provincial jurisdiction, and even if they did, treaties could still
be signed by Ottawa under the “national concern” branch of the Peace,
Order and Good Government power.” The constitution and the agree-
ments could be linked politically, of course, by provincial govern-
ments that either were opposed to some terms of the separation or
were determined to achieve some particular constitutional provisions.
But none could stymie the separation deal. (And none will later be in
a position to hold up Canada’s reconstitution in order to gain par-
ticular terms of separation.) As a matter of practicality, premiers will
be included in the negotiations with Quebec because they have cred-
ibility and popular support. So, with Ottawa necessarily taking the
lead, some premiers will be integrated directly into the Canadian
negotiating team, and all provinces will be represented on the JCC-QS.

Then there is Mr Manning. His position will be difficult. He leads
a dynamic and growing party with a populist membership that op-
poses much of what “Ottawa” has done. When Bloc members resign
from the House of Commons, or are expelled or become ineligible to
sit, if not before, Mr Manning will be leader of the opposition. Since
his party will have a very good chance of taking power at the next
election, there will be incentives for it to resist federal —and Liberal -
dominance of a process that would seem to offer opportunities for
the fundamental changes demanded by many of his supporters. These
pressures could keep Reform out of a coalition government. But Mr
Manning would find it difficult not to take a direct part in the nego-
tiations. He will be ineluctably involved, first by agreeing to accept
the Yes verdict and by standing with other leaders as the representa-
tives of Canada. Then, as the leader of the Loyal Opposition (and as
champion of those most hostile to Quebec), could he refuse a public
call to help negotiate on behalf of Canada? No. Moreover, although
Reform, like the premiers, may feel increasingly uncomfortable with
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the process and with some of its outcomes, and although the incen-
tives for partisan opposition will re-emerge as the sense of crisis lessens,
Mr Manning will find it awkward to break with the Canadian posi-
tion, because he will share responsibility for what it has accomplished.
The appropriate time for political contestation in ROC will be dur-
ing an election campaign or a referendum. The price of Mr Manning’s
presence on the Canadian team may well be a commitment to hold
such a popular consultation as soon-as the immediate issues of the
secession have been agreed. But this will be necessary in any case.

The core Canadian negotiating group, then, will consist of about
eight people. It will be supported initially by a few senior officials
from Justice, Finance, Foreign Affairs and International Trade, and
from the Privy Council Office. There will be some pressure to ex-
pand this group, but the immediate resistance will have been co-opted
in the service of the national interest, and other pressures will take
time to build. As this happens, they will be accommodated. Aborigi-
nal peoples, for example, will be represented on the JCC-QS5, and
they will be involved in detailed negotiations about Aboriginal is-
sues, most of which will already have been settled in principle. The
same is true of special interests, other provinces, and the rest of the
cabinet. Thus, while the negotiations will spread quickly as the sides
engage, the negotiating parameters will be set by a small group that
has the power to take the crucial initial decisions and later to resolve
the most difficult and contentious issues.

QUEBEC SEPARATION WILL BE
ACCOMPLISHED QUICKLY

There are three major tasks to be accomplished after a Yes vote in the
referendum. First, Canada and Quebec have to negotiate the modali-
ties of the secession, including some transitional and long-term ar-
rangements. Second, each country must equip itself with a new
constitution. Finally, in Canada at least, the new arrangements must
be ratified by the public, through either an election or a referendum.

There are good domestic reasons for all this to be done quickly. In
the immediate aftermath of the Quebec referendum, Canadians will
experience enormous uncertainty. Emotions will be running high,
and there will be movements of people, demonstrations, and spo-
radic violence. The economic costs will be mounting. So there will be
both a need and a demand for firm leadership and a rapid resolution
of some big issues, and negotiations will have to begin at once. Then,
as decisions are taken and as the realization spreads that the seces-
sion is irreversible, the prevailing public sentiment will favour set-
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tling the separation as quickly as possible in order to minimize the
costs of transition, to stabilize the country, and to leave the past be-
hind. The issues to be settled will be unprecedented, and this, along
with the sense of urgency and the solidarity among the negotiating
leadership, will give politicians considerable latitude in their deal-
ings with Quebec. But dissent and conflict along several dimensions
will re-emerge, for it will be difficult to sustain unity as the crisis
fades. The very success of the crisis management will permit parti-
san, ideological, and regional differences to become more sharply
expressed. This is another argument for haste - to allow for a broad-
ening public debate about what has been done, and then for the popu-
lar ratification that will legitimize it.

- In the first phase after the Yes vote, simultaneous with its accep-
tance by Canadian leaders, immediate statements will be forthcom-
ing from Ottawa, Quebec City, and other provincial capitals. The
leaders will abjure the use of force and will pledge themselves to
settle matters through constitutional means. They will promise to
protect the security and rights of all citizens. And they will declare
that all existing laws will remain in effect - in particular, that there
will be no alteration in economic management and regulation. (This
last commitment represents an “economic standstill.”) Finally, they

- will state to the world that Canada and Quebec will fully honour all

international treaties and all obligations to foreigners.

In the next stage, Canada and Quebec will reach agreements in
principle on the most pressing issues of the separation. This must
happen fast, and it will. Assuming that the Quebec referendum was
held on 19 June 1995, the first formal meeting between leaders from
the two sides could be held on 22 June. Subsequent top-level meet-
ings could occur on 29 June, 6 July, and 20 July. These meetings should
suffice to settle most principles of the secession and to set up work-
ing groups of officials and politicians to work within frameworks as
soon as they are agreed. Further meetings will certainly be neces-
sary, including one or two in the autumn to resolve hard issues aris-
ing from the working groups, but the most crucial work will have
been completed in about a month or six weeks. This should come as
no surprise in light of the comparative experience of secession and
the costs of delay and uncertainty in Canada. Some analysts, for ex-
ample, foresee very long and hard negotiations about the division of
the debt, but this issue could be settled in principle in ten minutes.

One of the most important decisions will be to establish a schedule
and a deadline for achieving the separation. Assuming a June 1995

- referendum, the most likely date would be 1 January 1996. Although

constitutional amendments and a Canadian referendum or election
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would have to happen in the interim, this is a feasible schedule. An
alternative would be 1 April 1996, a date that has the advantage of
coinciding with the end of the fiscal year, but not much else to rec-
ommend it. Or the deadline could be set for the summer of 1996. In
this case, one simple but symbolically important problem would be
whether the date would be 24 June or 1 July. Only one date is pos-
sible. Far more important, though, this schedule would prolong the
process for an entire year. Such a long delay would be improbable,
given comparative experience, and it is not necessary. The essential
tasks could be accomplished by 1 January 1996, with arrangements
being made to tidy up outstanding details after that date. Speed will
be essential in order to resolve economic uncertainty, and since a con-
siderable proportion of this uncertainty will concern not the shape
of Canada-Quebec relations but the continuity and structure of Canada
itself, the Canadian reconstitution must start scon after the Yes vote
and be occurring simultaneously with the Quebec negotiations. The
Canadian side will insist on a firm and early deadline to drive the
talks forward.

The negotiations with Quebec, then, will be largely settled by the
end of September 1995. Canadians will commence the process of con-
stitutional amendment in July, and this should be completed by Sep-
tember, setting the stage for a referendum or an election in early
November. This popular consultation would ratify both the provi-
sional separation arrangements and the reconstitution of Canada -
or it might fail to do so. Assuming that ratification is given, Quebec’s
accession to sovereignty will take place at 12:01 am on 1 January 1996
at the same instant as the new Canada emerges.

FOREIGN POWERS WILL PLAY AN IMPORTANT
ROLE IN THE SECESSION

The international community will watch the Canada-Quebec sepa-
ration closely. In this larger context, Canada’s interest, shared in part
with Quebec, is to achieve a quick transition and a stable outcome in
order to avoid foreign interference and to secure international sup-
port where it is feasible.

This should be possible. It will also be a strong incentive to negoti-
ate quickly and efficiently. The major international organizations along
with the important foreign powers share a primary interest in stabil-
ity. This should lead to supportive action in the short term, and as
long as the transition is occurring smoothly there will be no cause
for foreign actors to contemplate intervention. But if the processes of
disengagement and the reconstitution of Canada are delayed or if
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they collapse, the level of international anxiety will rise, simply be-
cause other states will have to make policy choices about what side
to support, where to stand on “domestic” Canadian issues, and, ulti-
mately, what to do in a situation in which government has broken
down.

The major actor, of course, will be the United States. With the end
of the Cold War and the shift of the PQ from socialism to a pro-business
platform, the United States’ concern for stability will be less acute
than it was.” Its “tilt” in favour of Canadian unity may also become
less apparent. But even a Yes vote will not cause a fundamental reas-
sessment of American policy. The United States will favour a peace-
ful, constitutional, and rapid transition to Quebec sovereignty, one
in which the huge economic interests of American firms in Canada
and Quebec are unimpaired and the transborder flows of trade and
money are unimpeded. There are many American jobs that depend
on this relationship. If uncertainty about ROC-Quebec relations per-
sists, however, economic activity will be affected, and U.S. concern
will deepen considerably if Canada itself appears unstable. A new,
more active policy would then be required.

One possible long-term outcome for Canada is that it fragments,
with portions opting to join the United States. The reappraisal caused
by a Yes vote will produce some thought of armnexation in the Atlan-
tic provinces, and British Columbians have become more conscious
. of their Pacific Rim position and the interests shared with Alaska,
Washington, and Oregon. No country could fail to be attracted by
this rich and strategically located province.” However, in the rapid
events following the referendum, pro-annexationist sentiment will
not swell enough to make provincial politicians impede the separa-
tion process and the reconstitution of Canada, let alone champion
the notion of union with the United States. More important, if the
transition is managed peacefully and rapidly, the American admin-
istration will be most unlikely to change that country’s basic policy
of supporting a stable state — or two stable states — on its northern
frontier.

More generally, there are four critical areas where foreign powers
will play an important role. The first is economic, especially in the
immediate aftermath of the Yes vote. Given the pledges by Canada
and Quebec to maintain an economic standstill until negotiations are
complete, the G-7 countries might stand ready to support the Cana-
dian dollar, which will be under pressure. Along with the Bank of
Canada, the central banks of these countries are powerful enough to
protect the currency against massive devaluations. Their incentive
to do so will be to avoid disruption in international financial mar-
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kets, to maintain the value of their citizens’ and firms’ investments
in Canada and Quebec, and to help avoid financial panic in Canada.
But these motives will not persist long; nor will concerted action al-
ter the expectations of investors about the long term. Only visible
progress in accomplishing the separation and evident stability in
Canada will be able to do that. 7

Canada’s most pressing problem will be to prevent a sell-off of
bonds and to secure the placement of new issues. Again, interna-
tional actors will help. The International Monetary Fund will make
credit available, and some of this will be passed through to the prov-
inces and to Quebec. But this will help only in the very short term,
and Canadian debt dwarfs the amount of assistance likely to be avail-
able. In theory, the G-7 governments could extend guarantees to their
citizens about the payment of interest, at least, on Canadian debt.
This would be unprecedented, but so would be the breakup of a G-7
country. Such a move seems improbable, however. The burden would
be unequally distributed across countries, the support levels and
duration of the intervention would be hard to decide, and govern-
ments would risk criticism for taking on contingent liabilities and
subsidizing those investors who held their Canadian bonds. So con-
certed international action to alleviate the financial crisis in Canada
and Quebec will be unlikely. The only possible solution to this crisis

~ will be firm assurances from politicians about future stability, fol-

lowed by rapid and demonstrable progress towards a managed dis-
engagement, and clear evidence of normalization in Canada. In
domestic politics both in Canada and Quebec, the precarious eco-
nomic situation will be a powerful spur to the occurrence of these
very same phenomena.

The second international issue concerns the recognition of Que-
bec. Other countries and international agencies will not proceed to a
sudden recognition. They will await evidence that the soon-to-be sov-
ereign state will behave normally with respect to international obli-
gations and human rights. Foreign governments will wait for a
Canadian signal. Time will need to pass before it is entirely evident
that the secession will not be contested by force. The
agreements-in-principle, at a minimum, must be completed before
other countries will deal formally with Quebec. Transitional arrange-
ments enacted in the autumn of 1995 would permit Quebec to reach
international agreements before it finally achieved sovereignty, and
these agreements would constitute conditional recognition of the new
country. But full sovereignty and its international recognition would
await the constitutional separation of the two states on 1 January
1996.
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The third concern of foreign states will be Canada’s various rights
and- obligations under international treaties. Here there arises the
possibility that the general interest of the international community
in stability would be outweighed by specific advantages to be won
through renegotiating treaties with a weakened partner or a fledg-
ling state. And some modifications to existing treaties will have to be
made. Generally, though, Canada’s position will be secure, so long
as it does not fragment. There is no doubt that it would be the suc-
cessor state to all relevant international agreements. So its position
as a treaty signatory will be unchanged, except where separation could
be interpreted as representing such a fundamental change in circum-
stances that treaties must be renegotiated.

Military obligations will depend on arrangements about the Cana-
dian Armed Forces. Doubtless, Canada will maintain membership
in NORAD and NATO, and Quebec will probably enter these trea-
ties. Some other bilateral and multilateral defence agreements might
be broadened to include Quebec. In the short term, these matters
will not be pressing to Canada’s allies.®

Regional and bilateral trade treaties with the United States raise
the most delicate issues. These include the Auto Pact, the Defence
Production/Defence Sharing agreements, the FTA, and NAFTA. The
Americans might demand that these treaties be reopened as a conse-
quence of the separation.® The likelihood of this depends on the se-
cession process and the economic arrangements negotiated between
Canada and Quebec. Whether Quebec accedes to the FTA and NAFTA
is a vital matter. If it does, these agreements will constitute a floor
beneath which the level of Canada-Quebec economic integration can-
not fall. But Canada has the legal right to veto Quebec’s entry to
NAFTA, and Canadian leaders will not provide any assurances not
to use this veto power until negotiations are well advanced. While
this move will probably not be countered by overt American pres-
sures or statements to the contrary, the Canadian side cannot use
this leverage indefinitely without stimulating general international
concern about the country’s economic stability - and also arousing
American displeasure about the potential ending of NAFTA guaran-
tees of its trade and investment relations with Quebec.®2

The final international concern will be minority and Aboriginal
rights. This will be deflected by the rights regime adopted by Que-
bec and the arrangements negotiated about First Nations. Fundamen-
tally, the enforcement of human rights covenants is a matter of exposure
and suasion rather than sanctions. Quebec will adopt model legisla-
tion and will be prepared to sign treaties and covenants about mi-
nority rights, and if implementation later is flawed, the international
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community (and perhaps Canada) will have the usual recourse. For
the First Nations, the situation is similar. From the perspective of
sovereign states, relations with indigenous peoples are de facto con-
sidered to be domestic issues. It is true that many citizens of coun-
tries such as Germany and the United Kingdom have great sympathy
for Canadian First Nations, and they are capable of raising funds
and putting pressure on their own governments on behalf of Ab-
original peoples. But if Aboriginal issues are successfully negotiated
between Canada and Quebec, no official international action will be
forthcoming. Even in the most extreme case — that some Quebec First
Nations declare their sovereignty and stand prepared to defend their
claim by force - other states or international organizations will be
unlikely to recognize the claim, and they certainly will not counte-
nance violence to achieve it.

To summarize, foreign powers will have great interest in the seces-
sion, but their stance generally will be benign. Their real interests lie
in stability and therefore in a speedy and managed resolution of the
crisis. Active policies or interventionist pressures will not be exerted
by governments unless the separation process threatens to break down.
The sovereign Quebec that will emerge from secession will be ad-
mitted into the international community as a normal member.

Foreign investors and firms are another matter. There will be a cri-
sis of confidence in the Canadian currency and Canadian securities,
and this will affect all governments and citizens. There will be some
international assistance, but the crisis can only be resolved when
uncertainty about Canada is reduced by coherent leadership, clear
and explicit goals, and rapid and successful negotiations. Foreign
governmental and economic pressures may not be sufficient to pro-
duce such a separation, but they will form an environment highly
conducive to it.



CHAPTER TWELVE

The Negotiations

THE CANADA-QUEBEC NEGOTIATIONS WILL INVOLVE
A RELATIVELY SHORT LIST OF ISSUES

Quebec secession will be accomplished when the Canadian constitu-
tion is amended to eliminate Quebec and the new constitution of
Quebec becomes effective. Then relations between the two states will
be conducted as is normal between sovereign entities. In the period
between the referendum and the separation, the two sides will nego-
tiate the modalities of the secession, along with agreements — which
will become international treaties — about some of their future rela-
tionships. These negotiations will happen quickly. In the course of a
few weeks, the shape of the secession will clarify, and as negotia-
tions begin to produce agreements, each side will become more sharply
defined, both as it will become legally and as it exists in the view of
the public.

Although the negotiations will be fast, they will not be easy. Both
Canada and Quebec will have to make unwelcome concessions. They
will do so in the first instance because reducing international and
domestic uncertainty will be imperative. Since the occasion will be
unprecedented and since interests and opinion will take time to mo-
bilize, the negotiators will have considerable autonomy to shape the
course of events, especially in the early stages. Later, they will be-
come more constrained by domestic interests. The negotiations will
be the focus of immense national attention, and each side will have
to become increasingly sensitive to domestic opinion. Each will have
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a fragile legitimacy. In Quebec, the bitterness and divisions of the
referendum battle will be fresh, and public anxiety and civil disor-
der will be greater. In Canada, the politicians in place will have to
respond to the referendum result, and while national solidarity will
support them through the negotiations about separation and the
longer-term issues that have to be settled quickly, this support will
not endure for very long, nor will it be open-ended. In particular, the
negotiators will be conscious of having no mandate to create perma-
nent political structures joining Canada and Quebec.

A danger during the negotiations is that public opinion could po-
larize. This would most probably happen if Quebecers interpreted
the agreements struck as punitive, for many Yes voters will have ex-
pectations that there will be a high level of cooperation between the
two countries after the separation.! But this will not be the case, de-
spite the fact that ROC’s positions will be based on self-interest rather
than spite, just as the sovereigntists predict. In contrast to some opti-
mistic views, rational self-interest is not identical with cooperation.
Canada’s primary objective after a Yes vote will be national survival.
In order of priority, this will require re-establishing stability, recon-
stituting the country, and making agreements with Quebec about the
separation. This ordering immediately implies that suboptimal agree-
ments with Quebec could well be tolerated for political reasons, es-
pecially for considerations of national unity.

Beyond this, Canadian negotiators will be responsive only to do-
mestic interests. After secession, Quebecers will no longer vote for
Canadian politicians, and the current incumbents managing the ne-
gotiations will respond only to Canadian problems. They will face a
different configuration of interests and political demands than exists
in Canada now. During the negotiations and after the separation,
Canadian decision makers certainly will have to take Quebec into
account, but only insofar as the effects on that country of their deci-
sions will have negative second-order consequences for their own
domestic constituency, and even these will be weighed against the
offsetting Canadian benefits that would accrue. What is good for
Quebec, in short, will not necessarily be good for Canada. And vice
versa. In international relations, of course, it is perfectly normal to
find noncooperation through self-interest.?

As is also common in international negotiations or in any strate-
gic bargaining, countries adopt noncooperative positions in order
_ to achieve long-term goals, or larger benefits in other areas if issues
can be linked. So it is possible to categorize issues according to the
sort of position that the Canadian side will adopt; and the same can
be done for Quebec. First are cases where Canada’s interests are highly
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congruent with Quebec’s. For example, in the financial-services sec-
tor, both sides will agree that stability absolutely must be assured.
In other areas, some compromise will result easily because Canada’s
immediate interest is bound up with the effects of outcomes on Quebec.
The incentives offered to public servants to work for the Quebec
government will be a case in point. Then there are areas where Canada
will largely ignore the implications for Quebec and will act within
its powers to achieve its interests as defined domestically. On citi-
zenship, for example, Canadian negotiators will have to balance the
pressures against allowing Quebecers to retain the right to move
into Canada with those against abandoning its loyal nationals in
Quebec. Similarly, companies with federal charters must by law
maintain their head offices in Canada. Why would Canada change
this legislation? The only motives would be to avoid imposing sud-
den costs on the firms and to maintain aggregate demand in Montreal
for Canadian exports. It would be foolish to make firms move pre-
cipitously, but if the costs of lost markets would be outweighed by
the benefits of gradually acquiring head offices, then the law might
be amended to allow for a two-year adjustment period. Fourth, there
are issues where Canada will refuse to cooperate in order to secure
concessions elsewhere or in the future. Delaying Quebec’s accession
to NAFTA is a case in point. Finally, there are dossiers where Canada’s
position would be dictated by retribution. In a democratic system,
public sentiments cannot be ignored by politicians, and separation
is a symbolic and emotionally charged event. But there should be
few if any issues where revenge predominates. As Gibson recog-
nized, the Canadian side must act “strictly on the basis of what is good
- for us, and most definitely not on the basis of what is bad for them.”?
This will probably occur. The danger is that Quebecers will demand
radical counter-moves or retaliation by their government, because
they will misinterpret Canadian noncooperation as malevolent when
in fact it will simply be the rational exercise of self-interest, which
realists understand to motivate sovereign states. But the prospects
for polarization during the negotiations appear limited, for between
Canada and Quebec there is sufficient mutual interest to produce a
number of agreements that will be tolerable if not entirely satisfac-
tory to either side.

Despite the high level of political, economic, and social integra-
tion that exists between Canada and Quebec, negotiations will cen-
tre on a small number of critical issues. The final statutes implementing
the separation arrangements will run into several volumes as trea-
ties are passed and statutes are amended, but the core issues to be
decided are few, and agreements-in-principle can be stated succinctly.
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The timing of agreements and the order in which they are reached
are important. The first post-referendum announcements will em-
body the initial agreements: Canada accepts the result; force will not
be used; only constitutional means will be employed by both sides;
citizens’ rights and security will be assured; all laws and regulations
will continue in effect throughout the country; and all international
obligations will be met. Reaction to this initial announcement will
shape the agenda for the first meeting between the two sides. As-
suming that relative calm prevails, at that meeting the negotiators
will inscribe these principles in a formal document. They will also
briefly engage all the major issues, considering the options and as-
sessing the other side’s preferences. After the initial meeting, a
communiqué will state that discussions took place about all these
matters - and they will be listed — but that the talks were limited to
an exchange of views. Thus would the agenda be set for the public
and for subsequent negotiations. But the real substance of the first
meeting will concern the most urgent matters, and it will be essen-
tial to reach agreement on them immediately.

The Armed Forces and the Public Service

In sovereign states, the armed forces are the ultimate guarantor of
national security and internal order. After a Yes vote, the single most
pressing issue will be the conduct and future of members of the Ca-
nadian Armed Forces. There will be unrest to cope with, and the army
may need to be deployed immediately. If deployed in Quebec, even
at the request of the provincial government (to which Ottawa must
respond), the army could provoke resistance. Another risk, if there is
much ill-will and sporadic violence between Canadians and Que-
becers, is that members of the armed forces might disobey orders or
comply only with reluctance.* In any event, their surnames and those
of their commanders will suddenly become significant to the public

in both Canada and Quebec.

The long-term equilibrium outcome in this dossier is that Quebec
will have its own armed forces. Otherwise it would be quite anoma-
lous among nation-states, with no independent means of ensuring
its national security and internal order, and unable to play a con-
structive international role. The country will enter alliances for de-
fence, but to leave a core state function to other nations is inconceivable.
It is also evident that the Canadian Armed Forces will divide. Que-
bec will receive some share of military assets and, more important, it
will attract some proportion of the serving personnel. As in all simi-
lar issues, the operative principle of division in the separation will
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be individual choice. Members of the military will be able to decide
whether to serve Quebec or Canada.

These principles will have to be agreed at the initial meeting, if not
before. All members of the armed forces will be informed of them.
They will be given long-term assurances that their choice will be free
and that pensions and other conditions of service will be fully re-
spected by both states. Beyond this, it should be clearly understood
that existing units, their current deployments, and the structure of
command will be maintained until the situation has stabilized. The
Quebec government will agree entirely with this position. The army
must maintain its professional discipline. And here it is interesting
to note the role of the crown. Under section 15 of the Constitution
Act, 1867, the command of all armed forces in Canada, including the
militia, is vested in “the Queen,” and this is reiterated in the Na-
tional Defence Act, where it is stated that the “Canadian Forces are
the armed forces of Her Majesty.” Commissions of officers are granted
by the crown (at pleasure). More important, members of the Cana-
dian Armed Forces swear an oath of loyalty, and that oath is made
not to Canada but to the crown. Finally, persons enrolled in the mili-
tary must continue to serve until they are “in accordance with regu-
lations, lawfully released.” All this implies that in the consciences of
members of the forces, as well as in law, they are not the creatures of
the government of the day or even of Canada per se, and they must
continue their service until they cease to be enrolled. Undoubtedly,
military personnel will be reminded of this by both sides and by their
commanders. '

Still, the military is under Canadian command through the minis-
ter of national defence. Given the situation likely to prevail right af-
ter the referendum, division of the forces would not be able to take
place immediately. So if the army is required to maintain order, Ca-
nadian command will raise two problems: it could make Quebecers
wary and defensive, and it could lead to international apprehensions
of bias or oppression during the transition, particularly if deploy-
ment involves the First Nations. At this time in the separation, Canada
will not accept any formal arrangements for sharing command with
Quebec authorities; nor will it place the forces under the command
of a neutral power — unless civil order and military discipline break
down entirely. But the two sides will quickly agree to invite foreign
observers to any military operations. Rather than approaching the
United Nations for this role, Canada and Quebec could turn to the
Scandinavian countries to send officers, who would be attached to
headquarters and all active units. '
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Following these basic decisions, one immediate task of the Quebec
government will be to designate a minister responsible for defence
and to begin to build a department. Once it has seized the military
dossier, the Quebec government might also contemplate one advan-
tage of retaining the monarchy.

Like military personnel, members of the Canadian public service
will be assured that they can continue in their posts under prevailing
rules about termination. For those working in Quebec, obviously, some
relocation will be necessary. The Quebec government will desper-
ately need to attract expert personnel who are experienced in the
new functions it will take on, and it will offer attractive incentives.
Ultimately, public servants will have to choose where their allegiance
lies, at the same time as they make choices about citizenship. In the
interim, faced with personnel surpluses, Ottawa will permit its pub-
lic servants to work for Quebec under normal provisions about un-
paid leave of absence.

At the higher levels of the federal administration, incumbents may
be asked to declare their provisional citizenship preference. As well,
adjustments of personnel will be made: Quebec francophones will
not occupy many sensitive positions during the negotiations.

Borders

This issue must be laid to rest immediately. Canada will agree that
Quebec will become sovereign with its existing borders intact. No
other outcome is feasible if the secession is to be rapid and peaceful.
It is this issue, which is strictly associated with the position of Quebec’s
Aboriginal peoples and anglophone minority, that leads normally
calm commentators to suspect that the secession could be contested:
“The confrontation would not be over the right of French-speaking
Quebeckers to form their own sovereign nation, but about their right
to force ethnic minorities in Quebec, especially Aboriginal peoples,
to be part of a sovereign Quebec. Such circumstances would pose a
tremendous challenge to Canada’s civilized ways; violence could
supplant tedium as the central feature of our constitutional politics.”
Some of these issues are taken up below, but if the border question
-remains unsettled, it will only encourage resistance to the Quebec
government. Civil unrest would be fanned in the Qutaouais, the East-
ern Townships, and in the Aboriginal communities, and irredentist
movements would become active in Canada. Having decided to ac-
cept the secession, destabilization of either government is not in
Canada’s interest. Moreover, refusal to accept the border would so-
lidify Quebecers behind their government, for there is massive pub-
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lic opposition to any form of partition.” This is bipartisan, as shown
by then-premier Daniel Johnson’s reaction to the suggestion by the
federal minister of Indian affairs that in the event of a secession, Quebec
Aboriginals might choose to remain in Canada: “What I say to people
like Mr. Irwin and those who think like him or comment on hypo-
thetical situations is that we, here, have a responsibility to defend
the territorial integrity of Quebec ... The position of all those elected
to the Quebec legislature, the premier, the government and obviously
the opposition is to defend everywhere and forever the territorial
integrity of Quebec.”®

Arguments have been advanced for border adjustments on both
geopolitical and democratic grounds.® But nothing would solve the
basic Canadian problem of noncontiguity except massive changes —
such as retaining the south shore of the St Lawrence — which have no
justification in law or history and which could be accomplished only
by force. There will be areas in Quebec whose citizens have voted
massively against Quebec sovereignty, but they have no legal right
to secede from Quebec. Moreover, opening the border issue could
require referendums in New Brunswick and Ontario, where
francophones might demand to join Quebec. It would also raise enor-
mous disputes about the criteria to be used for drawing boundaries
according to people’s “expressed will.”1 ,

Aboriginal peoples raise special problems about the border. In the
North, if secession materially changes the agreements between Na-
tive peoples, Quebec, and Canada, their extinguishment of land claims
could be voided. These Aboriginals could then join the general argu-
ment made by many First Nations that as peoples they have the right
to reject Quebec sovereignty and that their right of self-determination
extends to a right of secession which would allow them and their
lands to remain in Canada. This argument is explosive in Quebec
and could result in a damaging backlash against Aboriginal peoples.
It also poses a threat to Canada’s own territorial integrity. There are
no benefits in this issue for Canada: it has a responsibility towards
Aboriginal peoples in Quebec and an obligation to protect their rights,
but it has little interest in maintaining jurisdiction over them or their
lands.

On this issue, therefore, Canada and Quebec will agree that the
Quebec border will remain intact (including the disputed Labrador
boundary that was set in 1927 by the Privy Council). The two sides
will announce that in their joint view, Aboriginal rights do not ex-
tend to secession. They will then offer to open tripartite consulta-
tions immediately. One set will be with all Quebec Aboriginal peoples,

- and another will involve the signatories to the northern agreements.
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Finally, both governments will pledge to maintain intact all existing
Aboriginal rights of self-government and self-determination.

One other issue that will have to be settled is Quebec’s maritime
boundary, Drawing it in the Gulf of St Lawrence and Hudson Bay
will not be a simple matter. As well, there may be isolated instances,
as when the existing land border crosses through a town, where some
miner adjustment would be advisable. Having accepted the prin-
ciple of Quebec’s territorial integrity, the negotiators will agree to
establish a joint commission, with third-party representation, to make
recommendations about the maritime boundary and other border
issues. This should report in the autumn of 1995.

Access

The Quebec negotiators must give unequivocal guarantees that trans-
port between the Atlantic provinces and the rest of Canada will be
unimpeded. Obviously, full resolution of this matter will depend on
later decisions about trade and the economic union, but the prin-
ciple of free access must be agreed now.

The transit agreement will cover overflights, fransport by train and
highway, and shipping. It will extend to military passage, and it will
also cover the movement of people — Canadian citizens and landed
immigrants — subject to possible identity verification. Quebec will
further guarantee the right of Canadian firms to use the Port of
Montreal (and perhaps others) along with associated train and truck
facilities. Beyond this, Quebec will commit itself to maintaining un-
changed the existing St Lawrence Seaway accords, with arrangements

- about ownership and management to be decided. (Talks with the
Americans on this issue will begin soon.)

The Debt

The final issue to be settled at the first meeting is how to divide the
national debt. Undoubtedly, Quebec would prefer to settle the divi-
sion of assets simultaneously, but that question is far more compli-
cated and less pressing. The domestic and international investment
communities will require a quick resolution of the debt question.
The equilibrium position on the debt is that it will be divided on a
per capita basis. Legally, Quebec might not have to assume any re-
sponsibility for the federal government’s debt, but this would be to- -
tally unacceptable to Canada. If this were Quebec’s position, the
negotiations would end abruptly, but it will not be. Itisnotin Quebec’s
interest to become a pariah in international capital markets by re-



184 The Dynamics of Quebec Secession

nouncing its obligations. International investors would be dismayed
by any complete renunciation.

For dividing the debt, several formulae have been proposed. These
include the Bélanger-Campeau mechanism, which is based on asset
values, and the historic-benefits approach, based on the location of
past federal expenditures. Other alternatives are division by ability
to pay, as measured by shares of GDP or federal tax revenues, and
the population principle, which allocates on a per capita basis." The
differences in debt allocation that these formulae produce are huge.
Quebec’s share ranges from 18.50 per cent under the Bélanger-
Campeau formula to 32.03 per cent under the historic-benefits
approach, while division by GDP and population produce shares of
23.15 per cent and about 25 per cent, respectively.’? The differences
amount to billions of dollars. ‘

All methods except the population principle have two defects: they
are complex and contestable, and they have no obvious fairness. Using
the Bélanger-Campeau approach, it would be necessary to evaluate
all federal assets and allocate the portion of the debt incurred for
each. The historic-benefits approach requires estimating net federal
spending by province (and “spending” can include tax expenditures

~and price distortions caused by regulation). Even the GDP approach

requires agreement on when and how to measure a province’s share.
By contrast, the population principle is simple and just, on
communitarian principles. The national debt was accumulated by
all Canadians, and funds were spent by a national government for
purposes that benefited all members of the collectivity. So when a
community is fractured, those who choose to separate take their fair
share — an equal proportion per person. The per capita formula has
the great advantage of being simple enough to be understood by the
public, and ithas international precedents, notably in the Czech-Slovak
case. Most analysts use it as a baseline, and so does Mr Parizeau,
who has said, “We will, I suppose, haggle for a few weeks before we
come to something like a quarter.”® This is what the negotiators will
quickly decide.

One important question will be when to take the measure of the
populations of Canada and Quebec. This is relevant not only for the
debt division but for other matters as well. Some logic would dictate
that the date should be 1 January 1996, when the separation is ef-
fected; but this would disadvantage Canada, because outmigration
from Quebec in the interim will exceed immigration. More impor-
tant, without this essential figure, arrangements could not be final-

. ized. One solution would be to take the Statistics Canada estimate as
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of 1 July 1995; another would be simply to agree on a figure of 25 per
cent for the Quebec population and to use the 3:1 ratio in all calcula-
tions.

A greater problem than division will be how to accomplish the
payment. Quebec cannot issue new debt to recompense Ottawa for
one-quarter of its outstanding Habilities: the market would not ab-
sotb it, especially given the uncertainties attendant on separation.
Quebec could perhaps guarantee that it would pay its share of inter-
est and also its share of capital on maturity (which would mean tax-
ing the population and issuing Quebec bonds as the federal issues
came due), but Canada would have no guarantee that Quebec would
not renege on its obligations if its economic position deteriorated,
and particularly if its government blamed Canada for this. One solu-
tion would be for Quebec to issue new securities for its full portion
of the debt and transfer them to Canada.!* These would match the
term structure, currency, and interest rate of the federal debt but would
be for one-quarter of the amount. (Other arrangements would have
to be negotiated for particular liabilities, such as unfunded civil ser-
vice and military pensions). In one scheme, Canada would exchange
these Quebec bonds for cash as they matured; alternatively, they could
be used as a guarantee of the cash flow and would be marketable if
the obligations to Canada were not met, thus exposing Quebec to the
market’s disciplines for default.’” But this would not provide perfect
security, and neither would any guarantee that was offered by Que-
bec, and investors will realize this. Hence, after separation, Canada
will inevitably pay a risk premium on its debt, because it will remain
liable for 100 per cent of outstanding bonds but will be able to tax
only 76.8 per cent of the former GDP to meet its obligations.'* Canada
might well demand that Quebec pay a share of this risk premium,
the size of the share being determined by a panel of experts; alterna-
tively, Quebec could forgo its share of seigniorage from using the
Canadian dollar as compensation for the added costs of borrowing
imposed on Canada.

Whatever the method of payment ultimately decided on, the ne-
gotiators will agree on the basic principles at the initial meeting: Quebec
will assume its share of all existing federal debt and other liabilities;
the basis of division will be population; and Canada will receive some
form of guarantee that Quebec will meet its obligations. The two sides
will also agree that subsidiary negotiations will be launched to in-
vestigate Canada’s liabilities and to find solutions to particular prob-
lems within this framework of principles; these negotiations will
involve private-sector participants on both sides and also perhaps as
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fact finders, and it may be decided to have them chaired by neutral
parties. Canada and Quebec will later agree to establish a bipartite
commission to deal with outstanding debt matters and unexpected
developments, and the final arrangement will be embodied in a de-
tailed formal treaty between the countries. But the core of the debt
problem will be decided right away.

At the end of the first negotiating session, then, the most critical is-
sues will have been decided. Physical security will be assured, and
some certainty will have been provided about economic matters. Since
the package is broadly symmetrical, it can be defended as just. The
session will demonstrate that progress can be made, and this will be
its most significant result, one that will reassure the populace(s) and
foreign powers. More subtly, the conclusion of agreements will dem-
onstrate that the separation is really going to happen: people will be
able to plan around this assumption, so uncertainty will be reduced
substantially. The process will also show that the negotiating table is
where big decisions are being made, even if they have to be provi-
sional until the whole process is complete. This will make the
Canada-Quebec nexus absolutely central for a while, and the media
barrage will reflect and reinforce this fact. At its core is the confron-
tation between the two entities, an inescapable symbolism that will
strengthen the internal solidarity of each, for every citizen clearly
now is on one side or the other. Finally, the first session will establish
some fundamental principles: Quebec is a unit; populations are be-
ing divided and are the basis for division; people can choose which
community they will join; and Quebec will extend special consider-
ation to Canadians and Canadian commerce (or, more deeply, each
side has some interest in the social and economic well-being of the
other).

The final communiqué will list the remaining items on the negoti-
ating agenda, and these will be dealt with over the next few weeks.
- There are basically two sets of issues: economic ones (assets, treaties,
commercial and economic relations, currency, and mobility), and others
(citizenship, immigration, social entitlements, Aboriginal rights, the
environment, and minority rights). At the second and third meet-
ings, all will be discussed intensively. The issues interlock, and the
two sides will have different opinions about which need to be settled
first, given their domestic situations and agendas and also the likely
rhythm of concession, threat, and cooperation in the talks. They are
taken up here in the order in which they could well be announced a
two packages of agreements in principle. '
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Assets

The Canadian state possesses billions of dollars” worth of assets, and
secession means that they must be divided between Canada and
Quebec. Negotiations on this dossier will be difficult, not only be-
cause of the material stakes and the symbolism of some assets but
also because of the diversity of federal holdings. Broadly speaking,
they consist of financial assets (movables), fixed assets {immovables),
and special cases.

In general, the negotiations will be characterized by speed and dis-
engagement, and by the application of simple principles that can be
readily understood, and that will be the case here: fixed assets will
be allocated by location; financial assets, as with the debt, will be
divided on a per capita basis. But the special cases will need to be
handled differently, and there will be some exceptions. This is be-
cause the two sides share some common interests. They must be con-
cerned with the other state’s viability and with moderating, if not
minimizing, economic disruption.

The financial assets include holdings of gold and foreign curren-
cies, receivables (mostly taxes owed), and loans held by federal lending
agencies. Taxes pose no problem, since they will be paid solely to
Quebec or Canada after the separation date (with adjustments to be
made when the fiscal year is complete). Liquid holdings will be split
on a per capita basis. They may be retained by Canada and deducted
from Quebec’s share of the debt. Loans could continue to be admin-
istered jointly, but it is more likely that the location principle will
intrude here, so that credit extended to Quebec firms and residents
by agencies such as the Federal Business Development Bank and the
Canada Mortgage and Housing Corporation will be administered
by Quebec agencies, with the assets so transferred being part of
Quebec’s overall per capita share. A special problem concerns the
cash flows to the federal government from the Bank of Canada, which
consist mostly of seigniorage on the currency. Resolving this will await
a decision about what currency Quebec will use.

The immovable assets are massive. In Quebec, they include na-
tional parks, bridges (both interprovincial and intraprovincial, in-
cluding the Jacques Cartier and Champlain bridges), the major ports
at Montreal and Quebec City, land holdings in the old areas around
these ports, hundreds of small-craft harbours, over six thousand build-
ings, airports at Mirabel, Dorval, and Quebec City, and the major
military bases at Bagotville, Montreal, St-Jean, and Valcartier.”” All
this will become the property of Quebec, and that country will have
no claim on fixed assets in Canada. There is no practical alternative
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to the location principle. The only other procedure would be to evaluate
all property, not just in Quebec but in the entire country, and to di-
vide the total according to some formula. But what is the market
value of the Quebec Citadel, the federal land in the High Arctic, or
the New Westminster Railway Bridge?'® This complex, contestable
and time-consuming process would never substitute for the rough
justice of location. A sovereign Quebec, therefore, will own all fed-
eral assets within its borders.

However, efficiency and other considerations will dictate some
exceptions to these basic principles. Crown corporations are one prob-
lem, especially those such as Via Rail, Air Canada, and Canada Post
that provide common infrastructural services. In the long term, joint
participation in their management and ownership is unlikely because
there would be disagreement over the location of investments and,
more fundamentally, about whether control should be shared on the
basis of equality, population, or the location of markets. In the short
term, some will be fully privatized or will have their shares distrib-
uted between Canada and Quebec in the 3:1 ratio (Air Canada), and
some will quickly be broken up (the CBC). Others, such as Canada
Post, will be run for an interim period after separation by a joint board
of directors (with one-third being neutral members chosen by the
other appointees).

By treaty, Canada will have guaranteed access to the ports of
Montreal and Quebec and to the St Lawrence Seaway. The Seaway

* Authority will be reconstituted after negotiations with the Ameri-
cans to provide for joint Canada-Quebec management of Canada’s
current responsibilities. Here the United States will be a moderating
influence. It will be necessary to divide the cost of icebreaking and
other operations, and one solution would be to make the Seaway
Authority operate on a full cost-recovery basis.

Since the National Capital Region will cease to exist in its current
form, the federal government will lose possession of dozens of build-
ings in and around Hull. On the other hand, two major office build-
ings are occupied through lease-purchase arrangements, and these
buildings could continue to be used by federal public servants, re-

~ gardless of what general labour-mobility provisions are negotiated
by the two sides.

Defence equipment is another special case. Here, the population
principle will be applied, so Quebec will be entitled to one-quarter
of all materiel, including planes and ships. Currently, on Quebec ter-
ritory there are adequate army facilities, a surplus of aircraft (with
no control system), and few naval vessels and facilities. In subsid-
iary negotiations, conducted under the aegis of NATO or the Perma-
nent Joint Board on Defence, the two sides will have to negotiate a
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rational division of these assets, one that provides for effective units.
Neither side has an interest in any other outcome, and the principle
of division will be setfled in these initial negotiations.

Many other assets will require special agreements. Difficult mat-
ters will include the holdings of museums in both Quebec and Canada,
the National Archives, federal databases, and the files of the RCMP
and CSIS. Some will be resolved through other treaties, such as one
providing for cooperation between police and security forces. Oth-
ers will be solved by guaranteeing access, perhaps with user fees.
Still other assets, especially culturally significant ones, will need special
arrangements, and the two sides will establish a bipartite commis-
sion, perhaps with a neutral chair, to reach proposals about them.
This will be set up in the late summer of 1995, after negotiators have
settled as many of the issues about assets as is possible.

Environmental Issues

Quebec and Canada will have many common environmental inter-
ests, including boundary rivers and waters, the St Lawrence Basin,
and air quality. By their nature, many pollution issues transcend
boundaries, and this area of policy will be a test of regulatory coop-
eration. Moreover, the environment is important to many Canadians
and Quebecers, and for substantial numbers it is of primordial sig-
nificance. So it would be appropriate to reach an accord on environ-
mental matters early in the negotiations.

Quebec, of course, will set its own environmental policy, though if
it accedes to NAFTA it will be bound by the side agreement on the
environment. But after consultation with the United States, the par-
ties will announce that Quebec will become a member of the Interna-
tional Joint Commission (IJC), to be involved in research and
recommendations where its interests are affected. As well, the nego-
tiators could agree to establish a Canada-Quebec environmental com-
mission, along the lines of the IJC, to work on bilateral poltution issues

-~ though this might be too ambitious for the Canadian negotiators.

In any case, the two sides will agree to a general framework treaty
on environmental cooperation, one that provides for sharing infor-
mation, consulting on standards, and undertaking collaborative re-
search. It will also commit the parties to common goals about the
environment.

Citizenship

This is a very difficult issue. It lies at the cutting edge of sovereignty,
because states alone can define the composition of their national com-
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munities. It also raises deep symbolic issues about community mem-
bership, and these are mixed with practical considerations because
of the rights citizens enjoy and the benefits to which they are entitled
(and the possibility that residence in a country will be necessary to
secure these).

In law, a sovereign Quebec is capable of extending citizenship to
all residents of its territory (and perhaps even to people outside Que-
bec). it will do this. But one major concern of the government will be
toretain its population: an exodus of anglophones, allophones, staunch
federalists, and people afraid to become non-Canadians would greatly
damage the economy. So Quebec would prefer a system of dual citi-
zenship.” It would be even better for Quebec if Canada decided to
allow Canadian citizenship to be retained only by Canadians living
in Quebec but not born there, and by people born in Quebec but now
living in ROC. For Quebec, this would avoid the problem of having
large numbers of residents who possessed another citizenship.?

The federal government of Canada has the power to determine
who will be a Canadian. Here it should be remembered that under
the Charter of Rights and Freedoms, citizens have the right to enter
and remain in Canada, and also to move to any province and take up
residence; as well, they have the right to vote and stand for office.
Unless these provisions were changed, Canadians who acquired
Quebec citizenship would continue to enjoy these rights. Second, the
Canadian side will have no interest in the short term in promoting
massive economic dislocation in Quebec, which it could do by re-
quiring citizens to reside in Canada as a condition of keeping their
status, for this would diminish foreign confidence in Canada itself
and would disrupt its economy. Such a policy would be anomalous
in any case, since Canadians have the right to leave the country and
therefore to reside outside it. On the other hand, it is exceedingly
improbable that public opinion in Canada will countenance any ar-
rangement that would allow Quebecers en nuasse to maintain their
Canadian citizenship and rights. It will be recognized that those who
voted No should not be penalized by being stripped of their citizen-
ship. But the Yes vote will represent a fracturing of the Canadian
community, a rejection of it, and as Canadians come to accept this
and begin to cohere around a new community, one defined in part
through the absence of Quebec and through confrontation with that
entity, there will be no support for the notion that Quebecers can
stay Canadian while also being citizens of the new sovereign state.

The Canadian position, then, will be that Quebecers will have some
period, perhaps two years, in which to make a choice about their
citizenship. In order to retain their Canadian citizenship, they will
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have to make a formal renouncement of the Quebec citizenship ex-
tended by the new state. Dual citizenship will not be allowed in nor-
mal circumstances. As under current legislation, children of
non-resident citizens will be entitled to choose to remain Canadian
until they reach a certain age (though this right could later be re-
stricted to the first post-separation generation).” Because landed
immigrants and resident aliens currently living in Quebec already
have been admitted to Canada under Canadian law, they will be able
either to move out of Quebec or to remain there under Quebec’s citi-
zenship laws. Even though these arrangements open the possibility
of a future outmigration or of having a large population of resident
non-citizens, the Quebec side will have no choice but to accept the
position at this time.

This solution settles the issue by following the principle of indi-
vidual choice. It will also relieve uncertainty. Yet people will not need
to make hurried decisions. They can continue their normal activities,
secure in the knowledge that they will be able to make a fundamen-
tal choice later, in the light of future developments. Second, it allows
for the reconstitution of Canada: constitutional amendment and elec-
tions must occur very soon, and it is essential that there be a clear
understanding of the nature of the underlying community. (In con-
nection with elections, it should be noted that most Quebec residents

- who retain Canadian citizenship will not be eligible to vote, because

non-resident electors must have lived in, and must register in, a par-
ticular constituency in Canada — and Quebec will no longer be part
of Canada.) Third, this solution is independent of any arrangements

. to be made about the economic union or mobility rights. These can

be made in the context of the agreement on citizenship. Finally, the

_two-year period wins time for modifications later. These might be

negotiated by a newly elected Canadian government with a fresh

.mandate, and it might also be possible for Quebec and Canada to

moderate the citizenship regime at the regulatory level.
At this stage of the secession, however, it will be made quite clear
that Quebecers will not automatically remain Canadians.

First Nations

The referendum result will bring Aboriginal issues to the forefront.

" Most Aboriginals on reserves will have boycotted the referendum,

arguing that it is an external imposition on their powers of
self-government;” and some First Nations will have held their own
referendums to legitimize the position that they have the right not to
remain in a sovereign Quebec. In Quebec, there will be unrest on
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Aboriginal lands. First Nations will refuse to accept the result, and
they will initiate moves to adhere to Canada or will take the oppor-
tunity to declare sovereignty. They will be supported by Aboriginal
people throughout Canada and will also attract moral, financial, and
physical support from Aboriginals throughout the hemisphere. As
at Oka and Kahnawake, tactics of public disturbance, civil disobedi-
ence, and armed resistance may require a military response. Although
foreign powers and international agencies will consider this matter
largely to be an internal affair, appeals will be made to them by the
First Nations, and they will watch the dossier closely. Meanwhile,
the Native people will demand to be represented directly in the ne-
gotiations. All of these tactics are very rational manoeuvres to maxi-
mize their bargaining leverage. Their negotiating stance will be that

they cannot be forced to stay in Quebec without their consent, and

they will demand that their terms be met. But their position is pre-
carious, as it has been ever since colonization, and they will have a
considerable stake in the outcome of Quebec sovereignty.

There are four basic issues of concern to Aboriginals. First is the
status and continuity of existing treaties. Second is the process and
outcome of negotiating land claims. Third is the recognition of the
right to self-government, with its constitutional and practical impli-
cations. Fourth are the flows of money and programs to Native people,
both on and off the reserves. In every case, the fear is that Aboriginals
in Quebec will receive worse treatment than they would in Canada:
that treaty provisions will be ignored by the government or narrowly
interpreted by Quebec courts; that land-claims negotiations will be
more difficult and drawn out, and the results less generous; that the
right to self-government will not be recognized either in the consti-
tution or in its implications for language use, education, taxation,
and policing; and that a sovereign Quebec government under fiscal
pressure will reduce the funds and services received by Native people.

There is some justification for these apprehensions. The Parti
québécois program envisages a new social contract with all Aborigi-
nal nations, through which they and Quebec would become “part-
ners” in developing the sovereign state. The new constitution would
define the right of Aboriginals to give themselves responsible gov-
ernments, and powers would be transferred to these by negotiation.
While these Native governments would at first be financed by taxes,
resource revenues, and subsidies, they would look forward to as-
suming their financial responsibilities fully. The self-government
agreements would replace existing treaties, though they would not
extinguish existing rights, which would be interpreted by Quebec
courts according to the Quebec constitution. Under these agreements,
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there would be joint management of Aboriginals’ traditional territo-
ties.?
This PQ program will be moderated, however, because this is a

_serious problem for Quebec sovereigntists. Civil unrest will mar the

secession, and failure to settle Aboriginal issues could delay interna-
tional recognition of the new state. The importance of the dossier is
shown by Mr Parizeau’s retention of this portfolio, and the Quebec
government clearly is ready to bargain. The premier’s parliamen-
tary secretary and special negotiator has said that “we are just about
open to anything” in the self-government agreements, and that there
would be no “grey zone” in Quebec’s full recognition and protection
of native rights.* On the other hand, sweeping concessions to First
Nations, such as recognizing an uncircumscribed inherent right of
self-government, could reinforce their claims to sovereignty and
threaten the territorial integrity of Quebec. This would not be ac-
ceptable.

On the Canadian side, there will be considerable public sympathy
for Native people in Quebec.”® As well, one current of opinion holds
that Canadian support for extreme Aboriginal demands could be used
to punish Quebec for the decision to separate, perhaps by diminish-
ing its territory as First Nations secede. This will not attract the Ca-
nadian negotiators, who will have accepted Quebec’s borders and
will be anxious to proceed with more important issues, especially
economic ones. Moreover, they will not support Aboriginal positions
that could be turned against Canada by First Nations living on
Canada’s borders, for example, or those living in the West, where

. there are massive land claims pending.

Essentially, there are two possible solutions here. Canada could
simply turn over all its existing treaty obligations and program re-
sponsibilities to Quebec; or the two sides could reach agreements

. that would provide permanently for a single, uniform regime for

Aboriginals, whatever their country of residence. By fully harmo-
nizing their policies and law on Aboriginal matters, Canada and
Quebec would, in effect, render the border and the secession itself
irrelevant for Native people.

Although the second option is attractive, it could not be realized.
In the urgent post-referendum atmosphere, it would be impossible
to settle the complexities of Aboriginal matters, including the status

-of treaties, the position of Métis, the land-claims policies, the mean-

ing of an inherent right to self-government, and the full range of ex-

_ isting programs. Nor, politically, could such substantive matters be
- decided without full Aboriginal participation and consultation. More
_important, no mechanism could credibly commit the parties to har-
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monization after the separation. A bipartite or tripartite commission,
for example, could hardly bind sovereign states even if its powers
were inscribed in their constitutions (which are amendable). More-
over, were such a body established, Canada would not accept a deci-
sion rule based on equality, and Quebec would not place its whole
Aboriginal policy under a Canadian majority. Similarly, neither side
could commit to accept decisions of the other country’s Supreme Court.
Nor would either give up jurisdiction to international agencies or
courts. There is no way, in short, to provide for permanent policy
harmonization.

Hence, Canada will have to transfer to Quebec its authority over
Aboriginals living there and its obligations to them. Some of the con-
stitutional implications of this are considered below. Here it suffices
to note that important treaty obligations already have passed from
the British monarch to the crown in right of Canada, and further trans-
fers are possible.” Tripartite negotiations about how this will occur
will be opened immediately by Canada, Quebec, and the First Na-
tions.

Quebec will provide strong guarantees to its Aboriginal popula-
tion. This will be essential in order to obviate claims that the Native
peoples’ right to self-determination has been violated. Some protec-
tions will be written into Quebec’s constitution. One provision could
recognize the First Nations’ right of self-government. Another could
embed existing treaties and self-government agreements in the con-
stitution. There will also be a provision that any amendment affect-
ing Aboriginals will require their consent. Further protection could
involve language rights, as well as a provision that all past decisions
of the Supreme Court of Canada concerning Aboriginals and treaties
will continue to apply in Quebec.?

Beyond this, Canada and Quebec will agree to guarantee the full
and unimpeded mobility rights of Aboriginals, through a bilateral
treaty. Further protection will be afforded by the citizenship arrange-
ments. Native people, like others in Quebec, will be able to choose to
remain Canadian citizens. Since this could lead to political as well as
legal difficulties, the two sides might agree from the outset to allow
all Aboriginal people in Quebec to maintain dual citizenship. Finally,
Canada and Quebec will agree to establish a tripartite First Nations
Commission, with a mandate to conduct research, provide advice to
governments, and encourage harmony in law and policy in the two
countries.

All of this will not satisfy Quebec First Nations, however. They
will pursue their interests in the courts, before international agen-

cies, and by appealing to public opinion, and they may resort to civil
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disobedience and violence. But in law there is nothing to stop this
outcome, and since there is so much else at stake in the separation,
realpolitik dictates that Aboriginal people living in Quebec will pur-
sue their struggles for justice and autonomy within the context of
that sovereign state. This will prove to be a heavy responsibility for
Quebec.

At this stage of the separation, many of the most important issues
will have been settled. The second package of agreements-in-principle
(covering assets, the environment, citizenship, and First Nations), is
roughly symmetrical. It will demonstrate progress and will show that
the secession is being managed. Most important, by dealing with citi-
zenship and assets, it will provide further evidence that the seces-
sion is inevitable. This will be reinforced, giving extra momentum to
the whole process, by a joint announcement of the target date for the
new constitutions to come into effect and the separation to occur.
At this time, working groups of officials, led by ministers, will be
fleshing out the substance of the agreements so that they can take
the form of treaties and bills. These groups will be reporting to cabi-
nets and to the legislative committees. Meanwhile, other groups will
be preparing options and positions about the issues that remain to
be settled. And Canadians and Quebecers will be reacting to the ac-
cords that have been reached. There will be great speculation and
debate about how the matters still outstanding will and should be
resolved, and governments and parties will be floating trial balloons
to test opinion. Uncertainty will be eased to some extent because the

- process is under control, yet some critical issues still remain to be
. settled.

These issues have been left unresolved not because they are the

‘most difficult or important but because, before settling them, the

negotiators need to gauge public reaction to the process, to consult
foreign powers, and to assess the economic situation. As well, these
issues require some articulation with the constitutional drafting pro-
cesses that are underway. But now they must be settled.

Minority Rights

The Canadian constitution contains sections protecting minorities and
conferring particular rights on them. These apply principally to lin-

- guistic minorities. Hence, under the Constitution Act, 1867, there are

guarantees for denominational schools (s. 93) and the right to use
English and French in Parliament and the courts, both in Quebec and
federally (s. 133). Under the Constitution Act, 1982, the latter right is
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reaffirmed and is extended to New Brunswick (ss. 17-19). As well,
English and French are recognized as official languages, and the right
to communicate with government in either language is affirmed (s.
16, s. 20). Finally, there are provisions for minority-language educa-
tional rights, notably the right of citizens to move within Canada
and to have their children educated in the official language of their -
own primary school instruction (s. 23).

Minority rights will be an issue in both Canada and Quebec. It will
be of most concern to the Government of Quebec, which will be anx-
ious to show that the new state will adhere to international human
rights norms, in order to attract immigrants and to reassure its anx-
ious anglophone and allophone populations that secession will not
threaten them. On the Canadian side, there will be public concern
about the future of the Anglo-Quebec minority, and also debate about
whether to maintain special language rights in Canada.

It is possible that these conditions could lead to a formal agree-
ment between the sides that would establish a homogeneous rights
regime across the two countries.”® This, notably, would encourage
labour mobility and therefore economic efficiency, and it would also
assuage people’s concern about their relatives and compatriots liv-
ing in the other state. But such a treaty is unlikely. The situations are
not symmetrical. Although the numbers of the respective
minority-language communities are roughly equal, their proportions
are not: the anglophones are 10 per cent of Quebecers, while the
francophones will be 34 per cent of Canadians after separation.
Moreover, Quebec will be anxious to provide reassurances about
strengthening minority rights, whereas the pressure of opinion in
Canada will be towards reducing them.” Finally, rights beyond those
in the Canadian constitution could not be negotiated by Ottawa, since
even a treaty would involve matters that fall mainly within provin-
cial jurisdiction. So no formal treaty can be envisaged.

As well as signing international accords, Quebec undoubtedly will
embed in its constitution the rights now inscribed in its Charter of
Human Rights and Freedoms. With sovereignty providing the means
to ensure the collective linguistic future, Quebec will add rights for
using English in official dealings, rather like those in sections 133
and 20 of the Constitution Acts, 1867 and 1982, respectively. It will
also provide minority-language education guarantees for the exist-
ing population and for some immigrants. Stronger rights for other
cultural minorities will be included in the Charter.

Canadian constitutional redrafting is discussed below. The prin-
ciples that will guide it are continuity and minimal change. These
imply the continuation of existing minority-language rights, though
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there will be powerful political pressures to the contrary. If the citi-
zenship arrangements are as envisaged, many francophone Quebec-
ers might choose to remain Canadian and to migrate to Canada.
‘Maintaining the existing structure of minority-language rights would
encourage this.

But there will be no formal, detailed treaty about minority rights.
Each side will deal with the matter according to domestic pressures
and external considerations. The two sides will, however, frame a
general treaty about the treatment of citizens when they are resident
in the other state. This will specify, for example, that such citizens
will be accorded all the rights and privileges enjoyed by resident aliens
under the respective Charters of Rights, as well as under the normal
statutes governing immigration and citizenship. While this is but a
vague goodwill gesture, agreements beyond this are improbable.

Quebec’s Succession to Treaties

Canada has signed a great number of bilateral and multilateral trea-
ties. There is no doubt that it will be the successor state after separa-
tion, retaining its rights and obligations under these agreements (as
long as it does not fragment, and unless Quebec’s separation causes
a fundamental change in the matters covered by a treaty). In many

‘cases, Quebec will have a choice about succeeding to treaties, as will

its potential partners. Quebec will apply for NATO membership, for
example, and it will be free to negotiate a whole range of agreements
about taxation, extradition, aviation, and so forth. On local border
treaties, it will have no choice but to assume Canada’s existing rights
and responsibilities. About these two classes of treaty, then, there is
nothing for Canada and Quebec to negotiate.

Some other treaties will involve very little negotiation. Canada’s
dues and rights in organizations such as the United Nations, the World
Bank, and the International Monetary Fund will be split with Que-

. bec according to formulae agreed with these agencies. Population,

GDP, and export share are the obvious bases of division. The extent
of change will depend on the degree of economic integration that
obtains between Canada and Quebec. If a customs union is main-
tained, for example, arrangements under various commodities re-

* gimes, and Canada’s European Community quotas, will not need to

be renegotiated with third parties.

Other treaties raise the possibility — or necessity — of joint action.
This is especially true of economic agreements. Each party’s stance
towards these agreements, and the nature of the joint action, will be
determined largely by the level of economic integration to be main-
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tained between Canada and Quebec. This is discussed in the follow-
ing section. In essence, though, Canada and Quebec will maintain
the FTA /NAFTA floor, will operate a temporary customs union, and
will preserve some elements of the economic union by special agree-
ment and voluntary harmonization.

Under these arrangements, Canada will support Quebec’s entry
into GATT. This will be straightforward if Quebec agrees to maintain
the existing tariff schedule, along with other border measures nego-
tiated in the Uruguay Round. Any other arrangement is difficult to
envisage, simply because Quebec would have to undertake long
multilateral negotiations in order to accede to GATT with a different
array of tariffs. This means that Canada and Quebec will maintain a
de facto customs union, although Quebec will henceforth act inde-
pendently in multilateral talks.

The other agreements involve the United States. On the military
side, Quebec will be admitted as a member of the Permanent Joint
Board on Defence.* Since the Canadian defence industry is highly
integrated and the Defence Production/Defence Sharing agreements
are flexible and relatively informal, it will be possible to incorporate
Quebec as a participant. Until its defence purchases rise, however,
Quebec producers will be vulnerable to truncated markets. The Auto
Pact will also be extended fo Quebec. Canada has a large stake in
this agreement and an interest in maintaining stability. If the Auto
Pact did not apply to a sovereign Quebec, American manufacturers
potentially would face restricted access to an important market, and
the United States might seek to renegotiate the agreement. This might
occur in the medium term in any event, because Canadian produc-
tion now far exceeds the safeguard levels of the Auto Pact. But there
is little current pressure from the industry to reopen the agreement.
More important, the Pact can be abrogated on twelve months’ no-
tice, and since renegotiation can be forced at any time, the United
States is unlikely to seize the occasion of secession to do so.

In general, the United States will be prepared to admit Quebec to
the FTA and NAFTA. As long as the secession is being competently
managed, there should be no fundamental reassessment of Ameri-
can policy towards Canada and Quebec. The primary U.S. concerns
will be to protect American investment and to minimize the disloca-

-tion to trade flows (and their effects on American jobs and the profit-

ability of subsidiaries in Canada and Quebec). This means that the
United States will support extending the agreements to Quebec with
as little modification as is necessary to incorporate another member.
Canada, too, has an interest in Quebec’s accession, because if this
did not occur, the FTA/NAFTA regime might cease to apply to Canada
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itself. Some analysts have suggested that this might be acceptable to
Canada, because ROC opinion is less supportive of continental free
trade than is true of Canada-with-Quebec.?! But this is most improb-
able. Not only has the Canadian economy already adjusted to the

- FTA, but in the midst of the secession Canadian governments are

unlikely to add yet another element of uncertainty. Instead, Canada
will argue quite the opposite — that it is bound to the treaties by its
status as the successor state. And it will support Quebec’s entry to
the treaties, unless the negotiations come to an impasse on other is-
sues. In this, Quebec will have little choice. The FTA/NAFTA regime
will be the main vehicle for securing its access to markets in both
Canada and the United States. By being exposed in the treaties as a
sovereign entity rather than a subnational unit, Quebec’s policy au-
tonomy will be constrained in new ways, but it will nevertheless be
anxious to be admitted to the agreements.

Commercial and Economic Relations

A crucial issue for the negotiators to decide will be the extent of eco-
nomic integration to be maintained after the separation. Until the
separation occurs, all existing laws and regulations will continue to
apply in Canada and Quebec. There will be an economic standstill
{one that will become increasingly awkward as time passes and de-
cisions are made in the shadow of the separation), and yet the two
sides will have to agree on a framework for the longer term, because
economic actors need a predictable environment. The negotiators will
confront a menu of possibilities ranging from the GATT floor to the
existing economic union. Their positions and choices will be shaped
by domestic politics (as these evolve through the intense process of
separation), by outside pressures and opportunities, and by aware-
ness of the economic losses that will be incurred if the economic union
disintegrates.

The core problem here is that the two sides will be unable to estab-

- lish a supranational locus of authority. A full economic union requires

a legislature with the capacity for redistribution; positive integration
requires institutions capable of promulgating some regulations across
state borders and providing efficient common services and facilities;
and negative integration is more certain with an authoritative adju-
dication mechanism to settle disputes. But Canada and Quebec will

‘not be able to agree on a set of commeon institutions for econoemic
management. In the first place, there is no obvious decision rule. The

choice will be between making decisions on the basis of equality, which
will be unacceptable to Canada, or making them on proportionality,
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which will be unacceptable to Quebec. Since the negotiators will be
under considerable time pressure, it will be difficult to design new
institutions.® Moreover, the Canadian side will be politically inca-
pable of committing to new structures for economic management that
are elaborate or powerful. The material interest in the Quebec economy
is very weak in western Canada, where there will be little support
for institutions that would preserve the economic union at the cost
of allowing Quebec a voice in managing the western economy.*
Maintaining national unity will be the primary concern on the Cana-
dian side. As well, the federal government alone is not constitution-
ally capable of implementing an agreement that would impinge on
areas of provincial jurisdiction. In any event, the Canadian negotia-
tors’ legitimacy will be weakening as partisan and regional forces
gain prominence now that the immediate crisis has passed. Finally,
the process of redrafting the Canadian constitution will be well un-
derway, and there will be no question of providing for supranational
authorities in this. Among the sovereigntists, Mr Parizeau at least is
quite aware of this. In late 1993, when addressing proposals for com-
plex supranational political institutions, he said sarcastically: “Il ne
faut pas réver et demander la lune ... Et, déja pas trés contents que le
Québec devienne souverain, ces Canadien-anglais, pour nos beaux
yeux, pour nous faire plaisir, pour imiter vaguement ce que certains
croient qu’il se passe, en Europe de 1'Quest, accepteraient ainsi de
chambarder leur vie politique, eux, qui ont toujours refusé d’accorder
le moindre pouvoir additionnel au Québec et pour qui l'égalité des
provinces est un principe sacré.”*

Still, both Canada and Quebec have an interest in providing a stable
and predictable environment right away. They also have a mutual
interest in preserving the advantages of a common economic space,
with the efficiency gains this allows, as well as some interest in the
viability of each other’s economy, simply because it is an important
market. On the other hand, these interests are not symmetrical. Canada
is the larger economy, and the extra efficiency gains accruing from
access to Quebec are not as great as those realized in Quebec from
access to Canada. And at the grossest level, Canada exports under 5
per cent of total GDP to Quebec, while Quebec exports 15.2 per cent
of GDP to Canada; in manufactured and primary products, the re-
spective proportions are 6.3 and 24.0 per cent. There are regions and
sectors of much higher dependence and interdependence, of course,
but the gross figures, along with the political considerations noted
above, dictate which side will make the policy adjustments.

Apart from the standstill announced by the two governments, which
will be maintained until the date of separation, the economic and
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commercial arrangements will consist of five elements. Not all of these
will take the form of treaties.

First, Quebec will adopt the existing Canadian tariff structure. The
two countries will agree not to impose tariffs on each other’s prod-
ucts (and this will require GATT approval). This outcome will pre-
serve the customs union, minimizing disruption and easing Quebec’s
entry into GATT and other agreements. On the Canadian side, there
will be less interest in maintaining the current levels of protection,
especially in the West. But no precipitous action is likely, since the
question will be put off until after the separation. Then, after full
consultation with affected interests, Canada might choose to make
such unilateral tariff reductions as appear beneficial. Quebec would
have the choice of dropping its own tariffs or setting up border posts.
Of course, if Quebec made unilateral reductions, Canada could also
establish border controls.

Second, Quebec will be admitted into the FTA and NAFTA. These
agreements will set the basic level of Canada-Quebec economic inte-
gration. This is the equilibrium position on this issue, at least for this
phase of the relationship; Canada and Quebec will not be able to
negotiate formal arrangements to preserve higher levels of integra-
tion, yet neither party will have any interest in the short term in not
maintaining FTA/NAFTA coverage of the common economy. The
FTA/NAFTA solution is, in fact, very convenient. The rules of trade
are known to many businesses; consultative and dispute-settlement
mechanisms are provided for, with no extra requirements for institu-
tional design; the federal-provincial implications have already been
worked out; and the solution should be acceptable to the public.
Quebecers, on average, might favour a higher level of integration, to
be secured through a separate bilateral treaty, but the FTA/NAFTA
agreements do provide some security. And although some Canadi-
ans will resist economic integration with Quebec, the arrangement
can be presented as one that is necessary for Canada as well as offer-
ing continuity with what already exists.

The third component of the economic arrangements will be volun-
tary harmonization of laws and regulations, and of tax structures
and levels. At the time of the separation, economic integration be-
* tween Canada and Quebec will be at 100 per cent of the current lev-
els. There will have been a substantial economic evolution after the
referendum, including outmigration, shifts in product sourcing and
marketing, altered investment decisions, and changes in the pattern
of government spending. After the separation, the economic union
will be considerably weakened, despite the FTA/NAFTA floor. The
interprovincial trade agreement signed in July 1994, for example, will
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no longer extend to Quebec, nor will other reciprocal agreements
between provinces. Labour mobility will be constrained by the citi-
zenship provisions. There will be no commeon competition policy, and,
generally, the federal government as a force for positive economic
integration will no longer reach into Quebec. The two states will be
able to apply anti-dumping, countervailing-duty, and safeguards
measures against each other’s products. Nevertheless, it will be pos-
sible to maintain integration above the FTA/NAFTA floor and to
preserve important elements of the common market, simply by not
changing much of the legal framework of commerce. The regulatory
environment can be harmonized if the states adopt identical legisla-
tion or, more realistically, if Quebec enacts legislation that duplicates
what now exists in Canada. If Canada makes changes to the legal
and regulatory framework of commerce to suit its own purposes,
Quebec can choose whether to modify its own laws accordingly. If it
does not do so, interstate commerce will face new barriers and this
will impose costs, but Quebec governments will take these decisions
at a rthythm dictated by the country’s own economic evolution and
‘political dynamics.

The fourth element is consultation. There are provisions for regu-
lar ministerial-level meetings in the continental trade agreements,
but the two sides will agree to a very general treaty about the desir-
ability of regular consultation about economic, fiscal, and commer-
cial matters. Specific commitments about timing, or engagements to
consult in advance of introducing new measures, will not be con-
tained in this.

Lastly, the economic and commercial package will involve at least
two specific agreements. One will cover the financial sector, where
both sides will have a strong incentive to provide maximum stabil-
ity Unless there is cooperation about deposit-taking institutions and
insurance companies, several major institutions will be in violation
of national ownership laws. At the FTA/NAFTA floor, this problem
is avoided, but only because, under its national-treatment principle,
firms have to incorporate subsidiaries to manage their operations in

. the other country. This could prove difficult and costly in the short
term, and so would the adjustment of portfolio balances in a time of
high uncertainty. The negotiators thus have an incentive to agree to
supersede national treatment by extending mutual recognition of each
other’s firms. This would reduce transition costs and impede opera-
tions far less. On the other hand, it would require regulatory coordi-
nation; otherwise, one country would be insuring depositors and policy
holders for assets under the prudential regulation of the other. Pro-
vision for this coordination will be made in a separate treaty, which
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will involve the Bank of Canada and the new state Bank of Quebec
as joint overseers of national regulatory authotities. In the longer term
it might be possible to establish a joint regulatory agency. Also in
this sector, the parties will agree to maintain full access to the Cana-
dian payments system. But both elements of this agreement are likely
to be temporary. Quebec’s regulatory regime is diverging from
Canada’s, and payments-system arrangements in the longer term will
depend on how currency issues are resolved. Hence, the agreement
will have a two-year expiry period.

The other area where some arrangement must be made is agricul-
ture. This is a highly sensitive sector, because of the political power
of farmers, the interregional differences in both farm specializations
and ideological support for supply management, and uncertainties
arising from the FTA/NAFTA and the Uruguay Round settlements.
The immediate issue will be the allocation of production quotas in
the supply-managed commodities of milk, eggs, and poultry. Indus-
trial milk is the critical commodity because of the size of the market
and the fact that Quebec farmers have over 47 per cent of Canada’s
total market share quota. This has been estimated to provide a direct
surplus on processed dairy products of $1 billion.* There will be no
support in Canada for the current allocation of quota in this sector.
As long as supply management and quotas or very high tariffs per-
sist in agriculture, the implicit standard is national self-sufficiency,
and this will be applied in the Quebec-Canada separation. The
long-term result in Canada may be that producers in other provinces
lobby successfully to take up Quebec’s lost quota; or it may be that
processors will be able to win access to cheaper foreign supplies. In
any case, the problem will be to achieve adjustment without any
massive disruption to the farming and food-processing industries

- and without having to establish border controls. The two sides will

agree to adjust domestic production levels to match final domestic
consumption plus exports to third parties, perhaps over a three-year
period. (It should be noted that the FTA contains provisions outlaw-
ing export subsidies and permitting the application of anti-dumping
laws in this sector.) This will be embodied in a treaty (to apply also
to eggs and poultry),® which will be accompanied by whatever sup-

_port programs each country is prepared to introduce to ease the tran-

sition. Inevitably, agricultural trade problems will add to the other
factors tending in the long run towards the establishment of border
controls. '

The net economic result of this entire package will be that much of
the economic union will be retained, though some will be lost. The
FTA /NAFTA floor provides important guarantees about national treat-



204 The Dynamics of Quebec Secession

ment, capital mobility, access to procurement, and many other fea-
tures of the Canadian economic union. On the other hand, labour
mobility will be restricted under this regime; there will be much scope
for establishing new barriers to trade; and commercial relations fun-
damentally will take on a state-to-state form, because disputes will
be managed on this basis and current universal access to the Cana-
dian courts will end. The internal regulatory environment will re-
main largely harmonized, by voluntary action, into the medium term.
The commercial arrangements alone do not require that border con-
trols be established. On the other hand, the legal weakening of the
union between the Canadian and Quebec economies, and the increase
in obstacles to trade, will undoubtedly lead to some trade diversion
in the future, and there will be further losses as positive economic
integration between Canada and Quebec is much lessened.
Politically, the package makes sense. It will help resolve the imme-

- diate uncertainty of economic actors. It will maintain the commer-

cial and financial systems while postponing larger decisions about
the latter, and it will retain the FTA/NAFTA status quo. As well, it
embodies no new long-term commitments of the kind that would
prove divisive and beyond the legitimacy of the Canadian negotia-
tors to make; instead, it allows for flexibility and adjustment by firms
and governments. Most important, it creates very few supranational
political or regulatory institutions with binding authority. When sepa-
ration takes place, economic integration will be at 100 per cent of
current levels, but political integration will be almost at zero.

The Currency and Monetary Policy

This is an absolutely crucial issue. The stakes involved are very high.
It may need to be settled before this point in the separation process if
there is a crisis of confidence in the Canadian dollar, This is because,
in normal circumstances, governments have little control over indi-
vidual depositors or the activities of firms and investors, especially
foreign ones. The Yes vote could produce a liquidity crisis as deposi-

tors withdraw funds, and also a currency crisis as investors shift to

assets not denominated in Canadian dollars. In the most recent peaceful
secession, the Czech-Slovak case, these possibilities were limited,
because the currency was not readily convertible and because for-
eign debt was both relatively small and mainly held by international
organizations and governments, This is not true of Canada, where
the economy is open, the dollar floats freely, foreign debt is very large,
trading in Canadian securities is international, and individuals can
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choose the currency in which many assets - certainly, their savings
accounts — are denominated. A currency crisis would affect every
Canadian, through its implications for the value of pensions, sav-
ings, and wages, as well as interest rates and the cost of servicing
government debit. If there is a crisis of confidence, the Canadian gov-
ernment could introduce foreign-exchange controls, and, possibly
under the Emergencies Act, it could freeze deposits. But such dis-
ruptive measures could not be maintained for very long; moreover,
their imposition would simply reduce confidence in the currency and
the country’s capability of servicing its debt. Whatever arrangements
were announced before the controls were lifted would have to be
extremely credible to withstand the renewed speculative pressure
caused by their very imposition. All this could force a quick and stable
resolution of the currency question at the first meeting of the nego-
tiators.

Alternatively, the issue could remain open. Because of the announced
economic standstill, the decisive and peaceful handling of the sepa-
ration process, the debt agreement, and the firm action by the Bank
of Canada with international support, a crisis of confidence in the
currency might have been avoided. The negotiators will have dis-
cussed the several options open to them in this dossier. Central to
these talks will not be the relatively minor issues of seigniorage and
transaction costs, but how to produce an arrangement that will meet
the core needs of each side while avoiding uncertainty and specula-
tive attacks on the currency. Long-term seigniorage and transaction
costs pale into irrelevance when set against the potential effects on
government finances and the underlying economy of a sharp increase
in the prime rate, a plunging Canadian dollar, or a liquidity crisis in
the financial system — or all three simultaneously. Temporary con-
trols and international coordination could only postpone such effects
if the currency settlement was not certain, stable, and credible.
~ Of the options available, there are only three that meet these crite-
ria. One is that Quebec declares that it will introduce a separate, floating
currency. Another is that Quebec decides to use the U.S. dollar. The
third is that the Canadian monetary union will be maintained, with
full Quebec participation in setting policy. Quebec could introduce a
separate currency pegged either to the American or the Canadian
dollar, but there would be huge costs in establishing its credibility, as
well as inevitable speculation against the level of the peg, and at the
same time none of the benefits of the other options would be real-
ized. The two sides will agree on the third option. This will not be
the result of unacrimonious negotiation, because both sides have a
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lot at stake and each option imposes asymmetrical costs and ben-
efits. But in this crucial dossier the advantage lies with Quebec.

If Quebec were to establish its own floating currency, the issue would
be credibly settled. There would be costs for Canada in terms of specu-
lative pressures, transaction costs, and lost seigniorage, but these
would not be crippling. Quebec would incur the very large costs of
establishing confidence in its currency, and these would be taken up
front. Afterwards, the situation would normalize, and the country
would have the benefits of policy autonomy and a separate currency
as a mechanism of adjustment. But while this is a credible outcome,
the huge short-term costs of this option render it very unattractive.

Canada’s preferred option will be to maintain the currency union,
but without Quebec participation in setting policy. It would be diffi-
cult politically to extend formal decision-making power to the se-
ceding country, let alone to make payments to it for seigniorage. But
to be a pure taker of Canadian policy will be unacceptable to Que-
bec. If this is the only option, Quebec might choose to adopt the
American dollar; it might be better off as a taker of Washington’s
monetary policy. Although this choice could not be definitely made
at the outset of the separation negotiations, before there were Ameri-
can assurances of admission to the FTA/NAFTA and before the
Canada-Quebec economic and commercial framework had been
agreed, it could be deployed early on as a threat, and it is a credible
one. The option would cause great damage to Canada at little eco-
nomic and political cost to Quebec, relative to that country’s other
alternatives. :

Hence, Canada will concede to joint management of the currency
union. This is a stable outcome and is more credible than maintain-
ing the union without participation (because observers would ex-
pect Quebec to become dissatisfied with such an arrangement). Quebec
will establish a central bank, and representatives of this institution
will sit on the board of the Bank of Canada, with full voting power.
Quebec will also gain the power to appoint a member of the man-
agement committee of the bank or a senior vice-president. The two
sides will conclude a treaty to this effect, which will also provide for
seigniorage to be paid to Quebec according to its 25 per cent of the
Bank of Canada’s equity, and for there to be a full exchange of infor-
mation between the two institutions, As well, the agreement will pro-
vide for regular meetings of the two countries’ ministers of finance
about fiscal and monetary issues. Finally, it will embody a joint com-
mitment to price stability as a leading, though not exclusive, goal of
the monetary union: this will both set a common purpose and reas-
sure investors.
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This will be a very difficult concession for the Canadian side to
make. It will create great suspicion in the Canadian West and will
enrage all those who favour cutting relations with Quebec or pun-
ishing the “treasonous province.” But there is little choice. Quebec
cannot be forced to establish an independent currency. Nor is it evi-
dent that Canada could prevent it from adopting the U.S. dollar with-
out using measures that would be costly to itself. If Quebec chose the
U.S. dollar, Canada might well be forced to peg to the U.S. dollar or
to adopt it as well. If this alternative is even less politically palatable
than shared monetary management at a time when the unity and
continuity of Canada itself are questionable, then the joint arrange-
ment must be the outcome.

This agreement will be supported by most of the Canadian busi-
ness community and by all financial institutions. It could be made
more acceptable by some elaborations. For instance, the Bank of
Canada Act could be amended to provide for more effective regional
representation on the board and even for provincial or regional ap-
pointments. Alternatively, the bank’s structure could be regionalized
through the creation of regional central banks to carry out some func-
tions that are now centralized in Ottawa.” The presidents of these
banks — among them, the Central Bank of Quebec — would sit on the
Bank of Canada’s board, along with federal (and Quebec) appoin-
tees. Through such devices, Quebec’s participation in managing the
monetary union could be rendered less extraordinary, while the sus-
picions of the West and Atlantic Canada could be allayed somewhat.

Despite this, the agreement will erode support for the federal ne-
gotiators. But their role will be coming to an end. In any case, thereis
no more agreeable choice open to them. Indeed, Quebec’s position
on this issue seems strong enough that it could win concessions in
other areas as well. The only comparable Canadian bargaining cards
are citizenship and the veto over Quebec’s admission to NAFTA.

Mobility and Immigration

The mobility of people within the Canada-Quebec economic space
and the admission of people to it will be matters of concern in the
negotiations. Under the FTA and NAFTA, individuals who are in
‘certain occupational classes or performing certain functions have a
limited right to enter the other countries for work. In the period be-
fore Quebecers have to choose a citizenship, they will of course be
able to work in Canada, and those who decide to remain Canadians
rather than becoming citizens of Quebec will have the right to enter
the country and seek work anywhere. Other Quebecers seeking to
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work in Canada will need employment authorization. Whether Quebec
decides to allow Canadians resident in Quebec to work there, and
whether it will admit Canadians to work under easier terms than the
FTA /NAFTA provisions will be an autonomous policy choice. It does
not appear to be in Quebec’s interest to encourage residents to leave,
though Canadian citizens will probably require work permits.

As for non-work travel, there would seem to be no interest on ei-
ther side in imposing visa requirements on people who aim to spend
money in the country. Hence, there will be no need for border con-
trols. Of course, the lack of controls opens up the possibility of smug-
gling, should tax regimes come to vary widely. More seriously, people
crossing the border could work “underground” in the other country.
If these became widespread problems, controls would have to be es-
tablished.

Immigration is a different matter. If admission policies vary sub-
stantially and there are no border checkpoints, then each country will
be surrendering some control of its population base to the other. Since
this issue, in the medium term, is the only possible cause of estab-

- lishing highly inefficient border controls, there is a strong incentive
to reach a treaty on immigration. Quebec certainly has a major inter-
est in immigration, and not only to maintain population levels while
mmtegrating newcomers into the French language and Quebec cul-
ture. One significant advantage of sovereignty is that the province
will be better able to retain immigrants: it will no longer be compet-
ing with the attractions of the rest of Canada, but only with the
immigrant’s home country or alternative destinations. An agreement
on immigration would not impair this advantage much, because new
Quebec citizens or permanent residents could not emigrate to Canada
to work without securing employment authorization, resident sta-
tus, or landed-immigrant status from the Canadian authorities. Canada
has a less substantial material interest in immigration, but it is a highly
sensitive symbolic issue, and there will be no support for a regime
that would admit “undesirables” into Canada through Quebec. On

‘the other hand, Canada has no interest in letting this issue be the
sole cause of border posts coming into immediate operation.

The solution will be a treaty similar to the agreements on immi-
gration that Canada and Quebec have reached in the past. Under the
1978 Cullen-Couture agreement, Canada and Quebec each established
a set of criteria for admission, and either could veto an immigrant
who failed to reach 30 per cent of the possible points on their scale.
Admission to Quebec was, however, subject to the statutory require-
ments for admission to Canada.® Under the 1991 agreement, Canada
sets national standards and defines the classes of immigrants, as well
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as those who are inadmissable. Within these constraints, Quebec has
the power to select Quebec-bound immigrants and to veto unaccept-
able ones (except in the Family and Assisted Relative classes}. There
is provision for consultation over every refusal.*!

A treaty could provide that the two countries each establish what-
ever standards, classes, and objectives seem appropriate to it, along
with admission procedures, with each having a veto over every case
according to its own standards. This might work well in practice,
and it might be the long-run equilibrium position, but it will not be
politically acceptable in the wake of the referendum, especially in
Canada, where opinion will nof countenance the reach of Quebec
policy over domestic Canadian matters. Alternatively, the two sides
could agree on common standards, with separate application. De-
spite the current harmonious working relationship, this would re-
quire a level of trust not likely tobe present after secession; moreover,
it will take Quebec some time to build up the organization necessary
to administer a fully independent system. The solution therefore will
be that the current agreement will be extended, with slight modifica-
tions. Quebec will set its own immigration targets, it will have a veto
over all Quebec-bound immigrants and visitors, and Canada will be
able to define the “inadmissable” class, thus retaining the right to
veto undesirable Quebec-bound immigrants. Those admitted to Que-
bec would have no right of later entry to Canada, and vice versa.
Given the citizenship choices to be made in two years, the term of
the treaty will also be two years.

Social Entitlements

This is an area where scope exists for fruitful cooperation. In particu-
* -lar, maintaining a common “entitlement space” would promote labour
mobility. It would also avoid the transaction costs of splitting the
administrative systems that provide benefits, and it would reduce
the number of people who will resettle in order to retain benefits.
But the negotiators will not agree to cooperation at this level. Social
programs channelled through the federal government involve regional
redistribution, and after Quebecers have voted to rupture the politi-
cal community, there will be no support for any such redistribution
towards Quebec. In Quebec, the provincial government will require
the autonomy to design an integrated and efficient social-welfare
system. And given the fiscal situations of the two countries, neither
side will be interested in committing to fixed regimes of benefits.
There is one basic principle that can be agreed, however. This is
that eligibility for social benefits will depend on residency rather than
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citizenship. This principle is analogous to the “national treatment”
of firms, If this were not agreed, rather severe complications would
result. One is deciding what government would be responsible for
benefits in the period before the definitive citizenship choice. Beyond
this, tying benefits to citizenship could provide powerful incentives
for people to migrate to the other country for non-economic reasons
and for reasons possibly rooted in false expectations about the home
country’s viability. Moreover, the citizenship criterion would restrict
labour mobility long after the secession, when there would already
be the barrier that acquiring resident status would require the ap-
proval of immigration authorities. So Quebec, raising all taxes from
residents, will be responsible for their social entitlements. And in
Canada, the federal government will extend social programs to all
residents, without discrimination.

This will apply to social assistance (where the provinces also con-
trol access), to old age security and guaranteed income supplement
payments (or their Quebec equivalents), and to unemployment in-
surance. In health care, provincial residency will be required, and
the provinces will continue to establish rules about out-of-Canada
coverage, which will apply to Quebec as well as other countries. The
Canada and Quebec pension plans, by treaty, will be coordinated as
they are now. Private pensions pose more difficult problems. It is
likely that the pension funds of out-of-country employees of firms
will have to become registered in the country or province where they
work. This will apply also to Quebec-based employees of industries
currently regulated by the federal government.

As for individual pensions, in the form of registered retirement
savings plans (RRSPs), there is potential for acrimony. Through al-
lowing deductions for contributions to these plans, Ottawa has, in
effect, deferred taxes on the income that will flow from them. There
is a case to be made that Canada should impose a tax on the
Quebec-based assets in these funds and that Quebec should do the
same.? On the other hand, these deferred taxes are not carried as
assets on the government’s books, and sophisticated financial man-
agement generally ensures that most taxes deferred from RRSPs are
never collected anyway. So there will be no point in fighting this is-
sue out in the autumn of 1995.

Amore serious problem concerns the ceilings on non-national hold-
ings in private and individual pension funds. If the Canadian laws
are applied immediately, fast and costly liquidations of Quebec as-
sets would be required. Canada could introduce legislation provid-
ing for a transition period, perhaps of five years, for pension funds
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to adjust their Quebec holdings to comply with the ceiling. Quebec
might prefer not to retain the existing requirement, or it might adopt
mirror legislation.

Finally, there are the pension entitlements of public servants, MPs
and senators, an issue that overlaps to some extent with the settle-
ment of the national debt. Canada will agree to pay normal pensions
to all retirees in the period before citizenship choice, and to all who
retain Canadian citizenship afterwards: Quebec will take responsi-
bility for the others. As for incumbent public servants, Canada will
maintain its normal commitments even if these individuals are sec-
onded to the Quebec government; after the citizenship choice, those
who opt not to remain Canadian will have transferred to the Quebec
authorities their full pension entitlements until the date of departure
from the public service. This will be costly, but there will be a strong
incentive for Canada to do this, given its interest in reducing the size
~ and changing the composition of the public service.

Overali, these arrangements will involve substantial transition costs.
There is much potential for acrimony here, but also much to be done
to avoid instilling fear in the population and panic in some quarters.
Although the principle of supplying benefits only to residents will
inhibit labour mobility and weaken the economic union, there is no
realistic alternative. As in the case of firms, “national treatment” will
- prevail in most social programs - after people have met the immi-
~ gration and residence requirements established by the two countries.

Other Matters

There will be many other issues about which the two sides will make
agreements. These include cooperation at the border, cooperation in
defence manoeuvres, cooperation between police forces, extradition,
disaster planning, public health, higher education, fisheries, and taxa-
tion. Some of these matters will be highly complex, and they are all
important. But they are not unprecedented, and they need not be
- settled immediately by the primary negotiating teams. For the most
part, they will be resolved according to standard international prac-
tice. Canada has many such treaties with other countries. So these
matters can be safely delegated to working groups of officials, with
. draft treaties to be signed later {(but before the separation). Officials
in both countries will also be working furiously to change normal
statutes and regulations so as to accommodate the separation, but
the redrafting will follow the main principles to which the two sides
have agreed.
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At this point, the negotiating teams have completed the essential work
that must be done for the secession to take place. They have reached
agreement on these central issues under severe time constraints, and
in a terribly difficult political and economic context. In so doing, they
have established the shape of the new bilateral relationship, crystal-
lizing it in a form that will endure for years. The trans1t10n has pro-~
duced a new institutional order.



CHAPTER THIRTEEN

The Rest of the Separation

SECESSION WILL OCCUR CONSTITUTIONALLY

At the same time as the negotiations with Quebec are being under-
taken, Canada will also be creating new domestic institutions; it will
be reconstituting itself. Even though this will be a separate process
from dealing with Quebec, some of the leading actors will take part
in both. Because of this and because of the sense of urgency that will

- infuse both processes, the negotiations and the constitutional debates

will each shape the other. On the one hand, the solidarity necessary
for effectively dealing with Quebec will help prevent dissension on
constitutional issues, since profound constitutional disagreements
obviously would impair the capacity of Canadian politicians to ac-
complish the separation. Conversely, because the constitutional de-
bates will be the more critical for ROC, they will constrain the
agreements that can be made with Quebec.

Quebec will also be finalizing a new constitution, and the substance
of these reconstitutions will be discussed in the next section. Much
redrafting will be necessary on the Canadian side — to excise Quebec,
to ensure legal continuity, and to make the adjustments needed to
have the fundamental law reflect the new shape of the federation.
The guiding principles will be to write Quebec out of the basic law,
to make minimal changes to the status quo, and to opt for flexibility
where changes must be made.

The issue here is how to accomplish the secession. It is clear that
for separation to take place legally, the Constitution Acts must be
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amended. Until this happens, Quebec will remain a part and a prov-
ince of Canada. Most notably, this means that no federal election could
be held without Quebecers participating. And yet this election must
occur to legitimize the principle of the separation, the agreements
reached with Quebec, and the constitutional amendments themselves,
It will also be necessary to choose a fresh government with a man-
date to chart Canada’s future course.

The Constitution Acts must of course be amended constitution-
ally. If this did not occur, there would be a fundamental discontinu-
ity in the basic law, precisely analogous to a UDI by Quebec. At its
core, Canada would be an illegal state, assuming that it continued to
exist (and the illegality of its reconstitution would justify internal
claims, and perhaps some external ones, that the authority of the state
need not be respected). In order to accomplish the secession, many
changes to the constitution will be required. The question is how these
amendments must be made. In particular, will it be necessary to have
the unanimous agreement of the provinces?

In the Canadian constitution there are several amending formu-
lae.’ The most general procedure is for a proclamation to be issued
by the governor general after resolutions assenting to the amend-
ment have passed the Senate, the House of Commons, and the legis-
latures of at least two-thirds of the provinces that have at least 50 per
cent of the population. This procedure — the general amending for-
mula — is contained in sections 38 and 39 of the Constitution Act,
1982 (CA1982). According to section 42 of CA1982, the general for-
mula must be used to effect amendments about certain matters, in-
cluding the Supreme Court, the powers of the Senate, and the
enlargement or establishment of provinces. Some other amendments
require the unanimous consent of the provinces and the federal gov-
ernment, Under section 41 of CA1982, unanimity is required to make

- amendments to the constitution “in relation to the following mat-

ters”: (1) “the office of the Queen, the Governor General and the Lieu-
tenant Governor of a province”;(2) the right of a province to have as
many MPs as senators; (3) the use of the English or the French lan-
guage; (4) the “composition” of the Supreme Court; and (5) the amend-
ing formulae themselves. Subject to these provisions, each province

_can amend its own constitution, and the federal Parliament can amend

the constitution regarding the executive government of Canada, the
Senate, and the House of Commons. As well, in matters that concern
at least one province but not all of them, and involve interprovincial
boundaries or the use of English or French within a province, amend-
ments can be made under section 43, through proclamations autho-
rized by Parliament and the legislatures of the provinces concerned.
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Now, if Canadians proposed constitutional changes that required
unanimity, Quebec would have to agree to the amendment. Since
Quebec will retain its present status until the constitution is changed,
a resolution would have to be approved by the National Assembly
along with all the other provincial legislatures. This is an interesting
problem overhanging Canada’s reconstitution. As for the specific is-
sue of an election, it might seem possible to use the general formula
to amend the constitution, and then amend the Elections Act, so as to
exclude Quebecers from participating, but this would be question-
able, since it arguably would derogate from the powers of the prov-
ince (under section 38), and it could affect the right of the province to
have at least as many MPs as senators (section 41). Hence, either
Quebec’s assent or provincial unanimity would be required to hold
an election before the whole constitution is amended. :

Another relevant aspect of the amending procedure is that accord-
ing to section 39, no amendment under the general formula can be
made within one year of the resolution being initiated, unless every
province’s legislature has either consented or dissented. Hence, if
unanimity is not required, Quebec or any other province could stall
the process for a year, simply by not acting at all. If, on the other
hand, reconstituting Canada requires some amendments that clearly
fall under the unanimity provisions of section 41, there are no such
time constraints: provinces could pass resolutions overnight, or never.
Whether unanimity will be required to effect a constitutional separa-
tion, therefore, is an arcane but important point. It involves the bar-
gaining relationship with Quebec and - more important — it will affect
the political dynamic within Canada itself.

Despite some arguments to the contrary, it seems that the amend-
ments required to achieve the secession will indeed need unanimous
provincial consent.? First, some amendments will affect “the office”
of a lieutenant-governor “of a province,” namely Quebec. Where ref-
erences to the powers and office of lieutenant-governors are written
in general language, it might be possible to maintain the fiction that
since other amendments render Quebec a non-province, the offices
of the lieutenant-governors in “Canada” will not have been affected,
s0 the general amending formula will suffice. But other sections are
more specific. Section 71 of the Constitution Act, 1867 (CA1867), for
example, provides explicitly for a lieutenant-governor to be part of
the Quebec legislature, and it is hard to see how excising this section
would not affect the office.

Second, amendments must be made to provisions about the Su-
preme Court. The Supreme Court Act currently states that “at least
three of the judges” shall be appointed from among those on the Court
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of Appeal or the Superior Court of Quebec, or from advocates at the

" Quebec bar. Some commentators have held that the federal Parlia-
ment can change the Supreme Court’s composition by ordinary stat-
ute, mder its power to constitute, maintain, and organize a general
appeals court (CA1867, 5. 101).* This argument hinges mainly on the
proposition that the Supreme Court Act is not part of the constitu-
tion, and although this is debatable, there are strong indications that
the constitution does indeed include this Act.* Moreover, there are
the explicit references to the Supreme Court in sections 41 and 42 of
CA1982. Given the short list in the former section of matters requir-
ing unanimity, and given the gravity of placing anything in this cat-
egory, changing the composition of the Supreme Court will require
the unanimous agreement of the federal Parliament and all provin-
cial legislatures. Of course, if the reconstitution of Canada involves
amendments to the amending formulae or to language rights, then
unanimity certainly will be required.

To reconstitute Canada without Quebec, then, will require that reso-
lutions to amend the Constitution Acts be introduced in the House
of Commons, the Senate, and the legislature of every province, and
that they all be passed. Quebec will not impede this process. If the
province is to become sovereign, the only way to do so constitution-
ally is by making these amendments. But the negotiations will be
continuing until (and after) the separation, and the Quebec govern-
ment might be tempted to obstruct Canada’s reconstitution in order
to win concessions on other issues, delaying the separation until it
gains better terms. Or it might seek modifications in the amendment
package, aiming perhaps to constitutionalize some treaties or joint
decision-making structures. However, because the process will have
proceeded so far, the threat of obstruction would be an empty one.
The entire momentum on the Canadian side will be towards accept-
ing secession, negotiating arrangements in the national interest, and
collectively setting up the framework of a country. Since there will
be much resentment towards Quebec for having forced these events,
there would be very little support for a Canadian government that
did not meet the threat of obstruction with firm determination. So
Canada would counter with threats of its own - to effect a
nonconstitutional separation or one based on the general amending
formula. If this were subsequently found to be illegal (by Canadian
courts), it would be too late for Quebec. In any case, since the consti-
tutional amendment package was being designed for the continuity
of Canada, there would be no international sympathy for a Quebec
government that delayed this to win substantive concessions. More-
over, after a UDY, even a forced one, Quebec’s status as a successor

- state to treaties would be doubtful. '
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Of course, there will be a bitter fight in Quebec and in the National
Assembly as federalists engage in the final battle to stop the separa-
tion. But if the secession process has unfolded as described here, and
if the economic situation is relatively stable, fighting the constitu-
tional amendment will be to resist a fait accompli. '
The question of the other provinces is much more pressing and
delicate. Constitutional amendments will be debated in a joint Sen-
ate and House of Commons committee of Parliament and also in
every provincial legislature. As has been the case in the past, albeit
with much protest and little success, they will also be discussed in
First Ministers” Conferences. There will certainly be disagreement
about what Canada’s new constitution should contain, and the ne-
gotiations with Quebec could spill over into the constitutional arena,
with some provincial governments aiming to hold up constitutional
change in order to force the Canadian negotiators into certain po-
sitions vis-3-vis Quebec. If unanimity is the requirement for recon-
stitution, any provincial government would appear to have
tremendous leverage. Paradoxically, however, the unanimity re-
_quirement will make rapid passage of the constitutional changes
more probable than would be the case if the consent of only seven
provinces were required. If only seven were needed, any provin-
 cial government could refuse the amendment without bringing the

whole reconstitution process to an end. But unanimity raises the
stakes enormously, and so it makes consent more likely. Once the
secession is taking place, it will acquire a momentum of its own.

The whole chain of decisions, agreements, and commitments that

makes up the separation process involves not only Canada-Quebec
relations but also the future shape of Canada. Yet the internal de-
bate about this will not be intense when the first principles of sepa-
ration are being negotiated, for strong dissent would weaken the

Canadian bargaining hand. Later, a fundamental challenge to the

emerging constitution would destroy what the negotiators had ac-
 complished, and the country would be plunged again into uncer-

“tainty. As the separation gathers momentum, the main order of
business for Canadians will be to eliminate Quebec so that they
can regain stability, make collective choices, and secure a national
future. If most provincial governments are prepared to do this, oth-
ers will not stand in the way by obstructing constitutional amend-
ments. Consequently, the necessary amendments will be through
all the provincial legislatures by October 1995 at the latest.

How could this be? Some provinces have laws requiring extensive
consultation or referendums about constitutional amendments. These
are normal statutes, though; they cannot bind future legislatures (all
of which will be in session during the crisis). Provincial legislators
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can amend laws about constitutional amendments, and participatory
exercises can be accelerated. But why should this be done? Inevita-
bly, as the crisis fades and as the results of the negotiations are dis-
cussed, there will be growing dissatisfaction in Canada, and the
legitimacy of those managing the process will decline. Disagreement
about the future configuration of Canada will become more mani-
fest. So why would the provincial governments in Alberta, British
Columbia, Ontario, and Newfoundland - to name only those least
likely to be in accord with the process — agree to rapid constitutional
amendments?

There are three reasons. First, the amendments will be minimal.
Their whole thrust will be to accept and constitutionalize the fact
that Quebecis no longer part of the Canadian community. Apart from
this, the status quo will obtain. If there are any further amendments,
they will only be such as to make the status quo easier to change;
hence, the constitutional proposals will embody continuity and flex-
ibility. Second, it will be clear that a referendum, or more probably
an election, will follow passage of the amendments. Canadians will
then have an opportunity, free of Quebecers’ participation, to define
their collective future; more concretely, the election campaign will
allow parties to take competing positions about the agreements with
Quebec and about how Canada should be reconstituted. For any prov-
ince to resist the amendments at this point would be to deny the
opportunity for the first Canadian elections without Quebec. Third,
there will be an enormous sense of urgency and a perception that the

-stakes are very high: both elements are conducive to successful con-
stitutional change.® Non-passage of the amendments in any prov-
ince would represent a fundamental break with the rest of Canada. It
would probably force a UDI by either Quebec or Canada. The gov-
ernment of the recalcitrant province would have to be prepared to
risk the whole federation - or to take its citizens out of Canada, to
inflict further economic loss on them, to risk that treaties would no
longer apply on its territory, and, following the Quebec precedent, to
assume a share of the national debt proportional to its population.
This is improbable. Canadian solidarity will have been heightened
in the first phases of the secession process, and in no province will
there have been time to establish a consensus in favour of an inde-
pendent, non-Canadian alternative, either provincial or regional, The
amendments will therefore pass through the provincial legislatures.

Apart from the provinces, there are two other groups that will make
claims about the constitutionality of the secession. These are the fed-
eralists in Quebec, particularly the anglophone minority, and the
Aboriginal peoples. The Protestant minority in Quebec, as dissen-
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tient school supporters, possesses educational rights under section
93 of CA1867 (as do Roman Catholics in Ontario), along with the
right to appeal provincial legislation affecting them to the federal
government and to have remedial federal legislation if necessary. The
existing Canadian constitution also guarantees the right to use En-
glish in the Quebec legislature and courts, and to be served by the
federal government in English. Native peoples have rights under trea- -
ties with the crown in right of Canada, and they may have a claim to
retain federal authority over themselves because they now fall un-
der federal jurisdiction. Under recent court decisions, Ottawa also
has a general fiduciary responsibility for Aboriginal peoples.

These matters involve the morality of the separation; more pre-
cisely, the morality of Canada surrendering authority over citizens
who wish to continue to be members of the polity.” As well, there is
the issue of whether these people have a right to participate in an
amendment process that will result in Canada abandoning its au-
thority over them and obligations to them. Morality will be a con-
cern in the separation process. After a Yes vote, however, if secession
is to occur peacefully, the moral question will be not whether Canada
can abandon these people, but whether Quebec is providing an ad-
equate framework of rights for them; and if secession is to occur con-
stitutionally, the legal question will be whether any claims on Canada
can be constitutionally extinguished so that Canada will have no
specific obligations to people living within Quebec’s territory.

There are no legal grounds to prevent the constitutional secession
of Quebec.® The Constitution Acts contain no provision that the fed-
eration is immutable, indestructible, or indissoluble; hence, there is
nothing to prohibit a constitutional amendment that arranges for the

- secession of part of the country.” As well, there is no right for citizens
to insist, under the Charter, that some order of government must
protect their rights.” The dissentient schools arrangement, for ex-
ample, was part of the historic compromise made in 1867, and when
that compromise ends there will be no grounds to appeal to Ottawa,
even assuming that Quebec would not be prepared to continue a sys-
tem at least as generous. More generally, there is no existing consti-
tutional provision that limits what amendments can be made: in law,
any duty or obligation of the federal government can be revoked.”

This still leaves the issue of procedure, which involves the Aboriginal
peoples’ participation in the amendment process. The First Nations
in Quebec have no general legal entitlement to retain federal juris-
diction over themselves. But, in fact, do First Nations have a special
right to participate in making constitutional amendments that affect
them, and do they have a right of veto over such amendments?
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Section 35.1 of CA1982 commits the federal and provincial gov-
ernments to the principle that the prime minister will convene a con-
stitutional conference with the provincial premiers and that
representatives of the Aboriginal peoples “will” be invited to par-
ticipate in discussions when amendments are contemplated to sec-
tion 91(24) of CA1867 or sections 25 and 35 of CA1982. The first of
these makes “Indians, and Lands reserved for the Indians” a matter
of federal jurisdiction; the second protects Aboriginal rights from
abrogation or derogation by the Charter; and the last recognizes and
affirms “the existing aboriginal and treaty rights” of Native peoples.
This would seem to imply that Aboriginal peoples must play a spe-
cial role in the amendment process. But the reconstitution of Canada
need not involve any change whatsoever to the specified sections,
which will continue to define the division of powers in Canada as it
will come to exist, and thus there may be no constitutional obliga-
tion to consult with Aboriginal representatives. Moreover, the phrasing
commits the Canadian government only to the “principle” of the
conference and to Aboriginal participation, and this may not be le-
gally enforceable. Even were a conference held, as it will be, there is
no implication that Native peoples’ views about the amendment must
prevail.

Beyond these legalities is the general fiduciary responsibility of
the crown to Native peoples. The government’s actions towards them
are reviewable by the courts, and in the Sparrow case the Supreme
Court set out conditions to be satisfied when the crown acts as “trustee”
for Native peoples, including the requirement to consult the Aboriginat
groups affected by the crown’s actions.? But the fiduciary relation-
ship, by its nature, does not oblige the crown to act in accord with
Aboriginal peoples’ views. It does appear, though, that there is an
obligation to ascertain these views, and this will require consulta-
tion.®

Finally, there may exist a constitutional convention that Native
peoples participate in constitutional discussions affecting them and
that they have a veto over relevant amendments. This may have been
established by the four conferences in the 1980s devoted to Aborigi-
nal rights and by the participation of Aboriginal leaders in the 1992
constitutional negotiations. Moreover, the Charlottetown Accord pro-
vided that amendments affecting one or more of Canada’s Aborigi-
nal peoples would be made only if these amendments had received
their “substantial consent,” and this would buttress the convention.
On the other hand, since the Accord did not pass, the strict constitu-
tional requirement for consent is not in place. Beyond this, discern-
ing consent in such disparate groups is not simple, and governments
may not believe themselves bound by the conventional “rule” in any
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case. Constitutional conventions are enforceable not by the courts
but, ultimately, by public opinion and the political process. There
will be considerable sympathy in Canada for Quebec’s Aboriginals,
but not enough to derail the entire secession.'

The result is that there will be consultation with Aboriginals. They
will be incorporated into the Joint Committee on Canada-Quebec
Separation, and their leaders will be invited to a formal First Minis-
ters’ Conference. But the necessary amendments to the constitution
can be made without the consent of Aboriginal peoples. As discussed
earlier, however, the separation process would be considerably eased
if the Quebec constitution contained clauses identical to sections 25
and 35 of CA1982, along with provisions about consultation and con-
sent in future constitutional changes; in fact, Quebec will do far more
than this to extend constitutional guarantees of self-government to
its Aboriginal peoples.

If the constitutional proposals are passed by late September or early
October, a Canadian election can be held in November. Or a referen-
dum could be held. In the view of many observers, constitutional
change can no longer be accomplished in Canada without this de-
vice, “at least for any significant package of constitutional propos-
als.”15 A referendum on the constitutional amendments, or on them
and the principle of separation and the agreements with Quebec, would
very likely carry right across the country. It would seal the process
with popular approval. Thus, depending on the public’s mood, the
~ federal government might opt to hold one. On the other hand, refer-
endum campaigns are unpredictable, and some question might fail
to carry in some province, despite the enormous stakes involved.
Given these high stakes, both federal and provincial politicians might
well argue that an election is necessary in any event, that it will al-

" low fuller debate, that the separation is inevitable, and that the con-

stitutional changes are minimal departures. Thus, the referendum
might be avoided.

An election raises one more constitutional difficulty. If the entire
package of amendments is passed, the separation will take effect when
the governor general issues the proclamation. This would be prema-
ture, since the new Canadian constitution is to come into effect, along
with Quebec’s sovereign constitution, at midnight of 31 December
1995. Moreover, if the constitutional changes were made irrevocably,
the election debates would be artificial. On the other hand, if the
amendments had not actually been made, the Canadian election could
not be held constitutionally in ROC alone. There are two ways around
this difficulty. One is to insert a new section in the constitution stat-
ing that it will become effective only on 1 January 1996, except for
~ those amendments necessary to hold an election in Canada as it will -
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then be constituted (and the relevent sections could be specified or
not). Another method, less constraining of the election debate, would
be for the House of Commons to pass the entire package except for
one section that does not affect the election. This could be an impor-
tant section, perhaps the amending formula itself if it had become
the focus of discord, or perhaps section 4 of CA1867: “Unless it is
otherwise expressed or implied, the Name Canada shall be taken to
mean Canada as constituted under this Act.” Then, in order to ac-
complish the secession and reconstitute Canada, the newly elected
House of Commons would have to pass this final section. Assuming
that this occurs, the governor general will proclaim the new Cana-
dian constitution effective 1 January 1996. Quebec will follow the
same process. And the separation will have been done constitution-
ally.

THERE WILL BE NO OTHER SUBSTANTIAL
CONSTITUTIONAL CHANGES
IN EITHER STATE

After the Quebec referendum, Canadians will experience a high de-
gree of uncertainty, and they will begin a painful process of adjust-
ment. Rather than relations with Quebec, what will soon preoccupy
them most will be the make-up of Canada itself. Between the elec-
tion of the PQ government and the referendum, the options open to
Canada will have been canvassed and debated at great length by
think-tanks, academics in conferences, and the media. Depending
on the strategies that political parties and governments adopt, and
the degree of polarization that obtains, the debate will have extended
into political parties and perhaps, in some provinces, into official bodies
such as task forces and legislative committees. Despite the array of
alternatives that will have been assessed, after the event Canada will
have a constitution that resembles the current one very closely. This
conclusion is supported by comparative experience, though it flies
in the face of some Canadian commentary. Focusing on Ontario’s
predominance in federal institutions, for example, Roger Gibbins has
claimed that “it would be naive to assume that Quebec could be
plucked out of the existing system and that the federal arrangements
now in place would remain more or less intact.”* He suggests a num-
ber of potential reforms, including strict representation by popula-
tion in the House of Commons, a reformed Senate to express regional
interests (as well as gender and ethnic differences), and an elected
prime minister or president to “knit together” a disparate country:
“If one thing is certain, it is that the institutional and constitutional
status quo could not hold.”"”
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But it will hold, for the most part. There are several reasons why.
Post-separation constitutional arrangements will depend critically
on how the transition actually takes place. In the immediate after-
math of the Yes vote, Canadians’ uncertainty will produce support
for stabilizing measures, not only in relation to Quebec and the
economy but also with respect to the make-up of Canada. Just as
Quebec will have an incentive to adopt a constitution with few altes-
ations from the status quo, in order to reassure citizens and gain in-
ternational credibility, so in Canada will there be pressure to make
the immediate adjustments required to cope with the secession and
then quickly to find a new equilibrium. While there will be strong
advocates of more profound constitutional changes, such as rearrang-
ing borders, abolishing the Senate, altering the distribution of pow-
ers, or inscribing new rights in the Charter, there will be no consensus
on these proposals and little time to forge one. More important, no
such change will be necessary, in the sense that excising Quebec from
Canada will be regarded as absolutely essential: upon this, consen-
sus will be reached easily. Nor is there any urgency to make some of
the amendments that are likely to be proposed. They can be debated
and adopted later, by the new Canadian community. After Quebec
has separated, the source of much constitutional stalemate will be
eliminated, and appropriate amendments can be made when this has
happened and the situation has become stable. It will not yet have
been demonstrated that the current constitution cannot work for ROC;
and as the proposed alterations would be untried, their effects could
not be predicted, and there would be little support for introducing
yet more uncertainty into an unstable economic and political envi-
ronment. Citizens, firms, and governments will face enough transi-
tion costs without having to discover and accommodate themselves
to a new constitutional order. As well, the argument will be made
" that Canadian governments would remain free to make policy changes
without formal constitutional amendments.

Given these reasons, and the transition process as described above,
the main principles guiding the reconstitution of Canada will be
simple. First, it will be an autonomous process in which Quebec rep-
resentatives will not participate, except to pass the amendments
through the National Assembly. Second, the basic goal will be to elimi-
nate Quebec entirely from the constitutional order. Canada will have
its own constitution in which there will be no reference to Quebec.
Third, the minimal amendments necessary to accomplish this will be
passed; there will be no sweeping institutional redesign. Finally, in-
sofar as amendments will be made that do not involve Quebec, or
when Quebec’s excision dictates that some choice will be made, the
thrust of the changes will be towards maintaining flexibility. Cana-



224 The Dynamics of Quebec Secession

dian governments and citizens will prefer to keep open their consti-
tutional options once the immediate task is completed.

Constitutional amendment will therefore be a process that starts
from the status quo rather than de novo. This, despite the fact that
analysts and advocates from both the left and right wings of the po-
litical spectrum have argued for a constitutional or constituent as-
sembly that would throw open the whole constitution and allow for
radical change to Canada’s institutions.!® There will not be a con-
stituent assembly. There is no procedure to set one up. And not only
will the politicians and governments in power manage the process,
but they will have popular support in doing so, given the anxieties
of the time and the urgent need to accomplish the separation. So the
existing Constitution Acts will form the baseline for change.

Many provisions of the Constitution Acts lend themselves to a simple
deletion of Quebec. This will be necessary to remove Canada’s power
over Quebec - in the area of taxation, for example - and to remove
claims of Quebecers upon Canada. When Quebec is no longer a “prov-
ince,” for instance, it will lose the right, under section 121 of CA1867,
to have its products “admitted free into each of the other provinces.”
Deleting Quebec involves rewriting history. Section 5 of CA1867, for
example, defines the core entity that other provinces later joined; it
will simply be rewritten to state that “Canada shall be divided into
Three Provinces, named Ontario, Nova Scotia, and New Brunswick.”

‘Other parts of the constitution refer only to Quebec, such as sections
71-80 of CA1867, which provide the legal underpinnings of the Que-
bec legislature; they can be eliminated. Simple deletions of references
to Quebec and of provisions exclusively about Quebec can easily be
made in twenty-five sections of CA1867 and one section of CA1982.
In fact, it is surprising how little excision is required to eliminate

Quebec from the constitution.

In other areas, it will be necessary to preserve continuity. The original
British North America Act which brought Canada into being divided
“Canada” as it then existed into Ontario and Quebec. Many of the
provisions of CA1867 were thus concerned with effecting the trans-
formation of “Canada” into the two new provinces. Some of these
provisions are spent and can be repealed, and others can be safely
deleted; but before references to Lower Canada and Quebec are elimi-
nated from a few other sections, they will require either a new inter-
pretive clause or some phrasing that allows for judicial discretion, in
order to preserve continuity and prevent a vacuum of law.

Another issue to be resolved concerns assets. Section 113 of CA1867
conferred the assets of the former Canada upon the new provinces of
Ontario and Quebec conjointly. Most of these assets have probably



225 The Rest of the Separation

been divided, so the section can be eliminated. But section 108 trans-
fers certain public works and property “of each Province” to the fed-
eral government. If a suitable agreement on the division of assets
has been reached with Quebec, this section can stand unchanged,
since other amendments will redefine “Province” so as not to include
Quebec.

A more difficult issue concerns the language rights enshrined in
the existing constitution. There is a case to be made for maintaining
these unchanged, because Quebec francophones will be able to re-
main Canadian citizens for two years — and lenger, if they so choose
- and because of the substantial francophone populations in New
Brunswick and Ontario. But these rights are unsustainable.
Minority-language education rights have provoked much resentment
among anglophone taxpayers and recent immigrants in Ontario and
throughout the West. More important, the Yes vote will have destroyed
two symbolic conceptions of Canada, views that have been in com-
petition but that have both sustained these rights. First, secession
will end any remaining conception of Canada as essentially dualis-
tic, as a partmership of two founding communities. Second, it will
terminate the liberal conception that language rights inhere in indi-
viduals, who should be able to exercise them anywhere in the coun-
try, for there will not be enough francophone individuals in Canada
to justify special treatment.” People who speak “non-official” lan-
guages at home greatly outnumber French-speaking Canadians in
every province except Prince Edward Island, Nova Scotia, and New
Brunswick, and the disproportion is much larger where “mother
tongue” is concerned.

As a consequence, section 133 of CA1867 will be deleted, and so
will sections 93(3), 93(4), and the parts of 93(2) that refer to Quebec.
Alternatively, the whole of section 93 could be deleted, along with

~ references to separate schools in the Acts and Orders-in-Council admit-

ting the various other provinces to the federation; then amendments
to maintain francophone schools — in Prince Edward Island and
Ontario, for example — could be made under section 43. In CA1982,
sections 16-23 will be eliminated, except for those subsections con-
cerning the use and status of English and French in New Brunswick.
New Brunswick’s francophone majority is so large that the province
would be ungovernable without linguistic guarantees. Itis also pos-

.sible that the Government of Ontario would entrench similar rights

for the province’s francophone minority, but since this could be done
at any time under section 43, it need not take place during this amend-

;ment process. The result of these changes is that Canada will have

no official language. Customary use will prevail.
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Other changes will be even more contentious. One concerns repre-
sentation. The provision in the Supreme Court Act guaranteeing three
Quebec judges will be eliminated, and it is unlikely that any other
regional qualifications will be inserted. More important is the Sen-
ate. The minimalist approach is simply to shrink it. Hence, section 22
of CA1867 will be amended so that it simply specifies that there will
be three divisions of the Senate and there is no mention of Quebec
and its twenty-four senators. Section 21 will state that the Senate will
consist of eighty members.? Table 4 lays out the new distribution of
Senate seats by province, along with the existing distribution.

It is worth noting, first, that the underlying disproportion between
seats and populations will remain unchanged. Nova Scotia now has
1.12 Senate seats per 100,000 citizens while Ontario has 0.25, and this
will continue. Second, all provinces will increase their relative weight
in the Senate by the same proportion — about 30 per cent. What will
change are the relative weights of provinces and regions. The Atlan-
tic provinces will move from 28.8 per cent of the votes to 37.5 per
cent, and the West (including the territories), will move from 25 per
cent to 32.5 per cent. Ontario’s relative weight will also increase, to
30 per cent.

This result will not prove popular in the West, where there is much
support for an equal, elected, and effective Senate. However, one criti-
cism of the current distribution is that the Senate does not adequately
represent the regions outside central Canada, and this will be recti-
fied to some extent; with Quebec eliminated, central Canadian seats
will fall from 46.2 to 30 per cent. Second, there is nothing in the con-
stitution to prevent Senators from being elected; the governor gen-
eral has the power to summon any “fit and qualified” person to the
chamber, and one such summons has already been extended to the
winner of an election (though this was in anticipation of the Meech
Lake Accord being passed). As well, the existing legislative powers
of the Senate are fully equivalent to those of the House of Commons,
except that money bills must be introduced in the House. Finally,
there is no evidence that Senators actually vote en bloc according to
their province of origin. There has been no systematic analysis of
Senate voting patterns, but in the crucial vote over the second set of
constitutional proposals in December 1981, for example, the 23 Nays
included members from every province except Manitoba and the ter-
ritories, and the major cleavage was along party lines. One keen ob-
server has argued that a triple-E Senate would be likely to vote on
party lines; as such, it would be an “institution of little value.”” An-
other, from the West, rejects a triple-E Senate as “inherently central-
izing” and prefers an expansion of provincial jurisdiction instead.?
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Table 4
Distribution of Senate Seats: Current and Excluding Quebec

Current Excluding Quebec

Seats Percentage Seats  Percentage
Newioundland 6 5.8 6 7.5
Prince Edward Island 4 3.8 4 5.0
Nova Scotia 10 9.6 10 12.5
New Brunswick 10 9.6 10 125
Quebec 24 23.1 - -
Ontario 24 23.1 24 30.0
Manitoba 6 5.8 6 7.5
Saskatchewan [ 5.8 6 7.5
Alberta 6 5.8 6 7.5
British Columbia 6 5.8 6 7.5
Yukon/Northwest Territories 2 1.9 2 2.5
Totals 104 100.1 80 100.0

Note: The figures do not change significantly when provision is made for the extraoidinary
-allocation of eight extra senators {currently) or six extra (in the new configuraticn}

These arguments and others will be heard in the reconstitution de-
bate. But if there is a consensus to eliminate Quebec but no consen-
sus on Senate reform, the minimally changed status quo will prevail.”

Representation in the House of Commons raises similar issues in
more acute form. Following the principle of minimal modification,
the constitution will be amended to eliminate Quebec’s 75 members,
and section 37 of CA1867 will specify that the House consist of 220
members. The formula for allocating seats among the provinces is

_contained in section 51, which was last amended by the Representa-
tion Act, 1985; there is no need to alter this, since the formula is no
longer based on the Quebec seats.

Once more, it is instructive to examine the new distribution of seats
by province.? As table 5 shows, all provinces will increase their strength
in the House of Commons by roughly the same amount (32-38 per
cent), but the relative power of provincial and regional blocs will
change substantially. Ontario will come close to commanding a clear
majority in the House, with 45.0 percent of the members; the weight
of the Atlantic provinces will increase from 10.8 to 14.5 per cent; and
the West, including the territories, will come to hold 40.5 per cent
rather than 30.2 per cent. Again, under the assumption that central
Canada is a now dominant bloc, its weight without Quebec will fall
from 59 to 45 per cent.
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Still, for the West, the make-up of the House of Commons will be
seen as cause for apprehension, with respect to both policy and fu-

~ ture constitutional change. On normal legislation, Ontario members

will almost have the capacity to secure changes they desire and to
block those they oppose. On the other hand, representation by popu-
lation is a basic principle in democratic communities and is defen-
sible as such. Moreover, Ontario’s dominance will be offset by the
composition of the Senate. More practically, divisions in the House
are along party lines rather than provincial ones. And pragmatically,
the Reform Party, which is most inclined to champion western inter-
ests, might sense itself poised for a breakthrough in Ontario in the
first election to be held without Quebec, so it might not oppose the
new House of Commons. Nevertheless, it is the provincial govern-
ments that will have to agree to these constitutional amendments,
and the threat of Ontario dominance in the Commons might be se-
vere enough to force amendments to the Senate’s composition so that
provincial equality would prevail there.

A closely related issue concerns the amending formulae. The gen-
eral formula need not be redrafted, but Quebec’s absence will have
consequences. Currently, the general formula requires that Ottawa
and seven provinces with 50 per cent of the population must approve
an amendment for it to pass; without Quebec, amendments would
require the assent of Ottawa and six of the nine provinces having 50
per cent of the population. So the “blocking coalitions” would change.
This is a term used by political scientists who have devised intricate
measures of the power of provinces and their citizens in constitu-
tional amendment processes.” What often counts here are the coali-
tions capable of blocking amendments. Under the current general
formula, the blocking coalitions are:

1 the federal Parliament,
2 any four provinces,

3 Ontario and Quebec,

4 Ontario and British Columbia and any province other than Prince
Edward Island, and
5 Ontario and Alberta and Manitoba.?

With Quebec out of the constitution, the blocking coalitions under
the general formula would be:

1 the federal Parliament,

2 any four provinces, and &
3 Ontario and any province other than Prince Edward Island.
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Table 5 .
Distribution of House of Commons Seats: Current and Excluding Quebec
Current Excluding Quebec
Seals Percentage Seats  Percentage
Newfoundland 7 24 7 32
Prince Edward Island 4 14 4 1.8
Nova Scotia 11 3.7 11 5.0
New Brunswick 10 34 10 4.5
Quebec 75 254 - -
Ontario 99 33.6 99 450
Manitoba 14 47 14 6.4
Saskatchewan 14 47 14 6.4
Alberta 26 8.8 26 11.8
British Columbia 32 10.8 32 4.5
Yukon/Northwest Territories 3 1.0 3 1.4
Totals ' 295 99.9 220 100.0

Ontario’s capacity to block amendments, both as a province and
through its members in the House of Commons, would increase sub-
stantially. (The Senate is less relevant because the seat distribution
by province is more equal and the upper chamber can block amend-
ments for only 180 days.) Because of the 50 per cent population re-
quirement, the governments of Ontario and any other province except
Prince Edward Island could defeat any amendment under the gen-
eral formula, such as proposals to establish an elected Senate, to in-
clude property rights in the Charter, or to decentralize powers.
* Similarly, on the dubious assumption that members of Parliament
vote as a bloc on constitutional amendments, Ontario MPs would
need to find only ten other members in order to prevent passage of
an amendment. For amendments that it proposed, the Ontario gov-
ernment would need to recruit among the provinces only five of eight
potential allies (62.5 per cent) rather than six of nine (66.7 per cent),
and its MPs alone would almost suffice to pass them through the
House of Commons. In theory, based on 1992 population figures,
amendments could be passed against the wishes of provincial gov-
ernments representing 34.0 per cent of the population (British Co-
iumbia, Alberta, and Manitoba). But this is the case now! In fact, the
blocking power of the peripheral provinces would be much increased
in the new House of Commons. On proposed amendments favourable
to “central Canada,” they would have 70 per cent of the Senate and
55 per cent of the House, rather than the 54 per cent and 41 per cent
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that they now control. Indeed, Ontario could be stymied in the new
system, and it could easily be overwhelmed if the other provinces
combined against it.

Still, given its position in the House of Commons, Ontario’s power
would be regarded as threatening. There are two solutions. One is to
increase the veto capacity of provinces other than Ontario. This could
be accomplished by eliminating section 47 of CA1982, thereby al-
lowing the Senate to block amendments permanently, or by amend-
ing it to provide that Senate vetoes could be overridden only by a
two-thirds House majority, rather than a simple majority. The sec-
ond solution is to change the formula by raising the population level
required under section 38 of CA1982 from 50 per cent to, say,
two-thirds. This would enable Alberta and British Columbia, along
with either Manitoba or Saskatchewan, to block amendments. But
both of these devices would reduce constitutional flexibility at a time
when Canada’s rapid evolution will require the capacity to adjust.

The more probable solution will be to make amendments easier to
accomplish. One device would be to include in the constitution pro-
visions allowing for the interdelegation of powers and for coopera-
tive federal-provincial contracts, as envisaged by the Beaudoin-Dobbie
Conmunittee, and also to expand the areas of concurrent jurisdiction,
where both Ottawa and the provinces can legislate.” Another would
be to reduce the population requirement in the general amending
formula so as to remove Ontario’s near-veto. Amendments might
require the assent of two-thirds of the provinces with 40 per cent of
the population. In this case, to block an amendment, the Ontario gov-
ernment would have to ally with Alberta, with British Columbia, or
with Manitoba and Saskatchewan. Of course, Ontario would still have
the power (if its MPs voted as a bloc) to stop amendments in the
House of Commons by finding only a few allies. But Ontario could
not impose its will without recruiting five other provincial govern-
ments.

The amending formula issue is a critical and complex one. Its out-
come will depend on the provincial premiers and their reading of
public sentiment, especially in the West. If normal provincial proce-
dures for ratifying proposed amendments are to be compressed or
ignored in order to reconstitute the country quickly, then there cer-
tainly will be some extra resistance to a status quo constitution; and
if suspicion of Ontario begins to match pro-Canadian solidarity as

‘the immediate crisis fades, then the minimally changed status quo
will not prevail. But it can be presumed that the Ontario government
will be accommodating, as in the past. The result will be that the
amending formula will be changed to provide greater flexibility; as



231 The Rest of the Separation

well, there may be a consensus that the provinces should have equal
representation in the Senate. Of course, changing the amending foz-
mula will definitely require unanimity among the provincial gov-
ernments.

At the same time as Canada is reconstituting itself, Quebec will be
finalizing its constitution. There need be no coordination of these
processes, nor will the substance of the constitutions be interrelated.
The only requirements are that both become effective at the same
time and that Quebec’s National Assembly pass the Canadian amend-
ment package.

The Quebec drafters will face a more difficult task than their Cana-
dian counterparts, for they will have to design a whole new consti-
tution, rather than simply making minimal changes like the Canadians.
There will be many tough issues for Quebecers to face, including
whether to establish an upper chamber, how much to decentralize,
how to make constitutional amendments, and what rights to inscribe
in the document. Based on comparative experience, Quebecers will
make as few changes as possible to the existing order. This raises
again one issue of mutual interest — the Quebec head of state. It is
widely presumed that Quebec will become a republic by stipulating
in the constitution a method of selecting a president or other head of
state. But there are good reasons for not doing so. Anew system would
be untried and unpredictable in its effects, while retaining the mon-
archy would be a statement of continuity. As noted above, members
of the military have sworn an cath to the crown. Equally significant
is the fact that early treaties made by Native peoples were agree-
ments with the crown. As the courts have firmly decided, these rights

- and obligations have passed to the crown in right of Canada, and it
would be much more difficult for the Aboriginals in Quebec to con-
test in the courts the transfer to Quebec of historic treaty rights and

Canadian fiduciary responsibilities if these too pass to the crown in
right of Quebec. As a consequence, it is quite possible that Quebec
will continue as a constitutional monarchy, at least for some time.

POLICIES IN THE TWO S5TATES WILL SOON
BEGIN TO DIVERGE

As in any secession, policy divergence will result from the different
social and economic forces bearing on politics in the two states, as
- well as the impact of the transition to sovereignty. The foreign poli-
cies of Quebec and Canada should not diverge much. For both, the
principal preoccupation will be the United States and the hemisphere
as a whole. Quebec’s military role will be muted for some time, but
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the government will have to engage in a substantial diplomatic ef-
fort to forge treaties akin to the Canadian ones that no longer apply
to the new country. Undoubtedly, Quebec will tilt towards France
and La francophonie, while Canada’s orientation towards the Pacific
Rim will become more developed. All of this need produce no dis-
cord between the two states.

Domestically, there will be divergence in the treatment of minori-
ties. Francophone privileges outside Quebec will be curtailed, ex-
cept in New Brunswick. Within Quebec, the treatment of the
anglophone minority will very likely improve as Quebecers finally
feel secure about their linguistic future and as the government seeks
to retain skilled labour and capital. On the other hand, relations be-
tween Quebec and its Aboriginal population will be tense. Although
programs and funding will be plentiful, negotiating self-government
agreements will be very difficult: any sovereign Quebec government
would be loath to reach the type of generous land-claims agreement
that will continue to be made in Canada, or to accept an unconstrained
Aboriginal right to self-government.

There will be some continuing disagreements between Canada and
Quebec. These can be anticipated about the division of certain as-
sets, the location of the maritime boundaries, environmental spillovers,
the fisheries, labour mobility, access from the Atlantic provinces
through Quebec, and many other matters. Even so, there is no rea-
son to expect such disputes to be so acrimonious that the govern-
ments will abrogate treaties.

Some of the treaties will lapse, however. The immigration agree-
ment will not long endure the different external and economic orien-
tations of the two states. This alone would necessitate border controls,
but they will go up in any case. While both countries will continue to
adhere to NAFTA and the FTA, the customs union will not survive
beyond the next round of multilateral trade negotiations, in which
Quebec will be a free agent. This means that commerce between the
two countries will be encumbered by rules-of-origin requirements
and other border measures.

It is in economic policy that the policies of the two countries will
diverge most, because their overall stances towards the role of the
state will inevitably differ. At the very least, there will be
noncoincidental oscillations between dirigisme and laissez-faire in
Canada and Quebec. This will pit state spending, economic regula-
tion, and comprehensive social policies against restraint, deregula-
tion, and targeted welfare programs. Initially, Canada will probably
move towards the right, while the Quebec government will have a

- more interventionist philosophy. Voluntary harmonization will erode
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over time, therefore, and there will be less cooperation in measures
of positive economic integration.

Beyond this predictable outcome will be the ideological difficul-
ties of Quebec governments. Currently, the PQ melds a confident,
business-oriented wing (which is interested in trade liberalization,
competition, and supportive state policies) with a more traditional
wing, based in the trade unions and social movements {which favours
national solidarity and redistributive policies). To some extent this
cleavage coincides with the regional division between Montreal and
the periphery. With the national question finally settled, these divi-
sions will continue to be submerged in the short term, as sovereigntist
Quebecers, at least, make sacrifices to achieve the collective benefits
of independence. Before long, however, differences will emerge about
how best to generate in the long term the economic growth that ben-
efits all. There is no evidence to show that easy solutions exist to this
basic problem. Politically, the PQ will be unable to abandon the right
wing to the opposition — assuming that the provincial Liberals have
regrouped around the pro-business end of this dimension — which
means that after the rigours of the transition, if not during them,
Quebec’s economic landscape will be punctuated with labour and
social unrest. Even if the political system finds equilibrium in a stable
two-party arrangement, as will probably be the case in Canada, the
governmental cycles in the two countries will be unlikely to coin-
cide. At the very least, the two governments will have different re-
sponses to external economic shocks. Since economic interdependence
will decline after the separation, the effects of this divergence in eco-
nomic policy will become less serious over time; they will, however,

“contribute independently to declining interdependence. It is also
possible that conflicting orientations will fracture the currency agree-
ment. In this case, Quebec could adopt the U.S. dollar; alternatively,
having passed through the major adjustments of the transition, it could
more safely introduce an independent, floating currency. As for
Canada, the threat posed by either of these alternatives will have
been much reduced by a successful transition and new economic sta-
bility. Ending joint management of monetary policy would not threaten
the viability of an independent, floating Canadian currency.

In sum, the two states will tend to drift apart on various policy
fronts. This tendency will be moderated by their continuing integra-
tion into the North American, hemispheric, and world trading and
security systems, and by a few enduring agreements between them.
But in the absence of common political institutions, and within the
range permitted by outside forces, policy in the two states will evolve
independently.
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QUEBEC SECESSION WILL BE IRREVOCABLE

After the tension of the immediate post-referendum period, the re-
drafting of the Canadian constitution, the writing of Quebec’s, the
difficult negotiations, the signi.ng of international treaties, the cre-
ation of barriers to mobility, the formal dissolution of the existing
community and the end of redistribution, the transformation of the
party systems, and the gradual development of different policy en-
vironments, it is inconceivable that Quebec and Canada would re-
unite. The process of peaceful secession has a momentum that has
never been reversed and that will not be reversed in this case.



CHAPTER FOURTEEN

Reprise: Secession with Polarization

The depiction of Quebec secession presented above rests on a large
number of assumptions. These are too numerous to list, but some of
the most critical ones are the following:

s Before the referendum, there is no official, public contingency
planning by Canada and no negotiations with the sovereigntists.

» The referendum result is close and unpredictable.

o There is a very high level of uncertainty after the Yes result is
known; this is economically damaging but not disastrous.

* There is a widespread sense of crisis in Canada, and Ottawa takes
the lead in handling the situation. As it does so, allegiance, legiti-
macy, and power flow to the central government.

» The Liberal Party is able to continue to govern more or less intact;
it neither resigns nor fragments.

* National solidarity is maintained in the transition process. In

- particular, no provincial government is prepared to impede
Canada’s reconstitution.

¢ The stance of the United States and other foreign powers is to
favour competent, rapid management of the crisis and the
re-establishment of stability.

All these assumptions are contestable, of course. Whether they will
hold cannot be known unless secession actually takes place. The pur-
pose here is not to justify each of them any further or to relax indi-
vidual assumptions in order to make variations on the basic scenario.
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The assumptions form a package, based on analysis of Canada, com-
parative experience, and an historical sense of how the complex dy-
namics of the separation would play out.

Nevertheless, the basic account of the transition to Quebec sover-
eignty may also rest on a more general assumption about the level of
polarization that exists between Quebec and the rest of Canada (ROC).
By polarization is meant simply the degree of mutual hostility be-
tween the communities, and the uniformity and intensity of desires
within each community for political separation. Generally, it has been
assumed that opinion within each community is divided, with a sub-
stantial majority in ROC favouring the existing order and with a
majority in Quebec (probably a narrow one) eventually opting for
sovereignty. After the referendum, of course, polarization would in-
crease as a consequence of the crisis and the collective solidarity that
the bilateral negotiations would engender.

But what if there is much polarization before the referendum takes
place? This phenomenon was evident in the Czech-Slovak case. There
were political incentives for Meciar and Klaus to foster polarization,
because this increased their support, and after the 1992 elections they
were able to use state resources to move public opinion further in
favour of separation. On both sides, the leaders induced people to
re-evaluate and reinterpret the risks and benefits of profound politi-
cal change, and opinion in each state consolidated around the view
that separation was desirable and inevitable. In Canada, there is con-
siderable potential for polarization. Our purpose here is to explore
how this might occur and to assess whether a high degree of polar-
ization could invalidate the assumptions underlying the separation
scenario, thereby producing a substantially different outcome.

UNDERLYING FACTORS

There are some basic elements of the Canadian landscape that allow
for polarization. The first is the economic situation. Continuing high
levels of unemployment in Quebec provide openings for sovereigntist
politicians to claim that only radical constitutional change can bring
improvement. In ROC, it is widely believed that constitutional un-
certainty has decreased foreign investors’ confidence in the Cana-
dian economy, causing the value of the Canadian dollar to decline
and interest rates to rise. This slows the economic recovery and im-
poses costs on all debtors, including governments, and the blame for
this is laid on the sovereigntist aspirations of Quebecers. The federal
and provincial governments’ deficits are another cause of high inter-
est rates, and efforts to correct them have led the governments to run
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surpluses on operating accounts. One result is that Canadians now
are paying more in taxes than they are receiving in services, and this
undoubtedly has contributed to both a general disaffection with gov-
ernment and critical scrutiny of redistributive spending.

Another consequence has been continuing federal-provincial and
interregional conflicts. All provincial governments have condemned
Ottawa’s off-loading of responsibilities. Ontario, British Columbia,
and Alberta have been penalized financially by the federal cap on
Canada Assistance Plan payments at the same time as these prov-
inces are the paymasters of the equalization system. These tensions
and others make for visible conflict in federal-provincial relations,
heightening the public’s perception that the system is fragile and unfair.
In this context, too, sharp and suspicious attention is paid to the re-
gional or provincial impact of federal expenditures and even regula-
tory measures such as pharmaceutical patent protection. It is common
to hear in Ontario, for example, that Ottawa funds 50 per cent of
welfare costs in Quebec but only 30 per cent in Ontario.

Regional economic differences coincide to some extent with an ideo-
logical cleavage about the role of the central government and gov-
ernments in general. In some quarters, the view persists that Ottawa
is a creative force, capable of improving the economy, promoting
necessary change, maintaining the social safety net for all Canadians
while providing special programs for those who need them, and act-
ing as trustee of the sharing community within which redistribution
occurs. This confronts a view that big government is itself a major
problem, that federal programs are often wasteful and dysfunctional,
that individuals, groups, and provinces are fundamentally equaland
should receive no special treatment, and that redistribution is exces-
sive, at least until fiscal balance is restored. These ideological cur-
rents were evident during the public debates about the Meech Lake
and Charlottetown accords, and some of their conflicting elements
provide scope for polarization.'

Finally, there is constitutional fatigue. In Quebec, most citizens may
be fundamentally ambiguous about their political identity and na-
tional allegiance, but the sovereigntists are not, and they want the
past three decades of constitutional discussion to culminate, at long
last, in an independent Quebec. Since no offers for constitutional
change will be forthcoming from the federal Liberal government, the
Parti québécois administration will settle the issue by forcing Que-
becers to choose between the status quo and sovereignty. And a strong
current of opinion in ROC wants just that. There is much support for
“closure”~ for settling the interminable, frustrating, and costly con-
stitutional wrangling “once and for all.” As Jeffrey Simpson put it,
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“The rest of the country, having rebuffed Meech Lake and
Charlottetown, is insisting that Quebec take the current constitutional
arrangements and put them to the test in the confrontation with se-
cession.”?

All of these conditions provide some opportunity for polarization.
They establish incentives for political actors, and some will respond.

THE ACTORS AND THE STRATEGIES

The Parti québécois has the strongest incentive to deepen divisions
between Quebecers and other Canadians, and as the governing party
it will have abundant resources to do so. For many in the organiza-
tion, this term of government is the last chance to realize the goal
that has animated their political lives. There can be little doubt that
the party leadership will be determined enough to use the state in-
struments at its disposal in order to increase support for sovereignty.
It will aim to polarize. In fact, it must do so: poll results consistently
show that a majority of Quebecers would not choose sovereignty in
a referendum. In a 1980-style referendum, in which people in the
rest of Canada would be little involved except as concerned specta-
tors and in which the debate, while heated, would be among Que-
becers, it is most unlikely that the PQ’s option would carry. The 1994
vote for the PQ was not high enough to create a sense of momentum
towards an inevitable sovereignty, and polarization is therefore the
sovereigntists’ main hope. What is needed are measures that do not
seem unreasonable to a majority of Quebecers but are highly pro-
vocative to other Canadians. The hostile reactions that such measures
elicit will make Quebecers feel insulted, frustrated, anxious, and in-
secure in the federation, and they will be more likely to vote for se-
cession. Hence, the PQ will act as a gouvernement provocateur.

This strategy requires great delicacy. It could backfire if Quebecers
see particular initiatives as unjustified or unfair and if they lose trust
in the PQ government. But there are many tactics available for an-
tagonizing Canada while consolidating domestic opinion behind the
sovereignty option. Some are primarily symbolic, others are economi-
cally disruptive or threatening to Canada, and a third group involves
putting in place what Vaclav Havel called “structures” — measures
that actually lay the groundwork for sovereignty, while making it
seem more reasonable and probable. It is no surprise that Mr Parizeau
has formed his government around a small, coherent, and dedicated
inner cabinet, capable of strategic planning, while abolishing all other
cabinet committees and harnessing a number of backbenchers by
making them regional delegates.’ An extensive set of special National
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Assembly committees will probably keep many other backbenchers
active and involved as the core group assumes “la responsabilité
d’enclencher le processus devant mener a la souveraineté.”*

A first symbolic initiative of the PQ government could be to intro-
duce in the National Assembly a resolution affirming Quebec’s right
to self-determination. In itself, this language would not be unprec-
edented, for the assembly used such terminology in the preambles
to various Acts under the former PQ government, and so did the
Liberals in Bill 150. But a new resolution could go much further and
be more explicit. It could specify that a simple majority vote in a
referendum would be taken as a definitive expression of Quebecers’
choice to secede, that Quebec’s borders are inviolable and will re-
main intact if the province secedes, and that sovereignty will be at-
tained peacefully and constitutionally. Such a motion would place
the provincial Liberals in an awkward position. They could abstain
from voting on a resolution which presumed that sovereignty would
occur; on the other hand, they might have to support it, simply be-
cause of their historical position about self-determination and be-
cause of the consensus in the electorate about Quebecers’ right to
secede with their territory. Such a motion in itself would be highly
provocative in ROC, because it would be seen as an attempt to
pre-empt the ground rules of separation. If the provincial Liberals
also supported it, the perception in ROC of the other community as
homogeneous would be reinforced, and Quebecers would be regarded
as presumptuous ~ or, in common parlance, “uppity.”

Another symbolic move would be to pass a declaration of Quebec’s
‘intent to achieve sovereignty. This would not be legally binding, but
it would be very provocative because of doubts that the government
had an electoral mandate to proceed with it. Beyond this lies a whole
range of actions. The PQ could establish a committee of the National
Assembly to study federal operations and expenditures in Quebec.
It could establish a committee to study the conditions of francophones
outside Quebec and to plan for future relations with them; it also
could start to fund these communities. It could make an offer to em-
ploy federal public servants and start attracting them from their cur-
rent posts. It could decrease funding to voluntary associations with
pan-Canadian operations and offer incentives to establish Quebec
associations. It could restrict minority rights by reversing the recent
liberalization of rules about signage in business premises or by tight-
ening controls on access to English schools in the province. The PQ
also could open the Aboriginal dossier, either by extending rights
and programs superior to those available elsewhere or by constrict-
- ing Native autonomy in areas such as policing and taxation. Con-
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flicts with Ottawa over land claims and native rights would be highly
provocative. Beyond this are economic initiatives. The PQ could en-
courage the Caisse de dépdt to reduce investments in non-Quebec
firms. Even more sensational would be a government-backed bid to
take control of a flagship company such as Canadian Pacific or Bell
Canada.

Then there is the type of action that would be costly or threatening
to Canadians. For instance, the PQ government could seek to impair
the functioning of the federation. It has already refused to cooperate
in major reforms to the social-policy framework, demanding full con-
trol over these areas of jurisdiction and denouncing federal interfer-
ence.” It could also obstruct joint action in education, fishing, tax
reform, the environment, and fiscal arrangements. It could challenge
the Canada Health Act. It could systematically employ welfare re-
cipients in order to make them eligible for unemployment insurance.
Beyond this, it could break interprovincial agreements, especially about
procurement and the construction industry. All of this would be done
with the purpose of demonstrating to the domestic constituency that
federalism cannot work in Quebec’s interests, while at the same time
increasing frustration in the rest of Canada. As Mr Parizeau has said,
“After all, we are not there to make the system operate as smoothly
as possible. We are there to get out of the system.”®

Another sensitive dossier is international. The PQ could establish
a National Assembly committee on the foreign relations of a sover-
eign Quebec. It could invite foreign officials from abroad to address
this topic, and it could certainly hear from foreign experts about
Quebec’s probable relations with the United States and the European
Union, as well as about its accession to GATT, NAFTA, and the FTA.
Avery active foreign policy, with official visits and new “embassies,”
would provoke Ottawa and irritate English Canadians while advanc-
ing the cause of secession.

Another set of initiatives would lay the foundations of sovereignty.
One obvious move is the creation of a National Assembly committee
to prepare the constitution of a sovereign Quebec. At first, this com-
mittee might only explore options, but its debates and hearings could
be well publicized, with wide consultations, plenty of expert wit-
nesses, and appearances by English Canadians and foreigners. The
drafting of a constitution could deepen the sense that secession is
inevitable. More concretely, the government could prepare a com-
plete and formal set of negotiating positions for post-secession rela-
tions with Canada. These could be made to appear quite reasonable
to Quebecers, and the government could demand that negotiations
start before the referendum. It would point out that pre-referendum
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talks would serve to clarify the choice for Quebecers, reduce uncer-
tainty, and avoid the costs to both Canada and Quebec of leaving
matters unsettled until after the referendum. The National Assem-
bly could vote on these proposals, and it could resolve that negotia-
tions begin immediately.

Finally, the PQ could directly challenge Ottawa’s constitutional
authority. The ferry that Mr Parizeau has proposed to operate be- -
tween the Magdalen Islands and the Gaspé is only one example.”
There are other initiatives that would be both popular in Quebec and
obviously unconstitutional. The government could encroach on
Ottawa’s authority over telecommunications, especially with respect
to regulating data transmission and licensing radio and television
operations. It could build lighthouses. It could even move to estab-
lish a militia.

All such injtiatives would have the same purpose. They would ir-
ritate Canadians outside Quebec, provoking hostile reactions from
individuals, associations, the media, and perhaps governments. Que-
becers would be exposed to this antagonistic reaction and would be
pressed either to condemn their own government or to support it in
opposition to the rest of Canada. These measures would place the
provincial Liberal Party in the same awkward position. If moderate
nationalist support was flowing towards the PQ, the Liberals would
be divided and would be less capable of fighting the referendum cam-
paign. Moreover, some of the provocative measures would be con-
structive, in the sense of providing plans and structures that would
prepare for the secession.

At the same time, the PQ would be trying to force responses from
the federal government. Ottawa would prefer to ignore some mea-
sures, waiting for the referendum, but others, especially the obstruc-
tion of its own initiatives, would require action. The PQ measures
would also be aimed at the parliamentary opposition in Ottawa, es-
pecially the Reform Party, and would be designed to provoke its criti-

. cism, both directly and because of the Liberals’ inaction. The manifest

groundwork for sovereignty being laid by the PQ would show strik-
ingly that ROC had no such plans and preparations, so the pressure

to contemplate its collective future would increase substantially. The

PQ measures would also diminish ROC's solidarity if they provoked
regional or federal-provincial differences about how to respond to
them.

In the polarization scenario, the Bloc québécois will face difficult
choices. Its members are in Ottawa and in the House of Commons,
where there are some incentives to act in a moderate and collegial
fashion. As well, there is a weakness in the logic of polarization. At
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the same time as it promotes antagonism in ROC and more cohesive-
ness and solidarity among Quebecers, it undercuts the long-standing
argument that English Canadians, after secession, would be coop-
erative and rational, and that the economic costs of separation would
therefore be modest.

So Mr Bouchard would focus his party’s attention at the federal
level, rather than attempting to defend the Quebec government's
actions. His would be the high road. One thrust would be to empha-
size the coherence of ROC, stressing its distinctiveness, common in-
terest, and national character. Mr Bouchard would urge Canadians
outside of Quebec to contemplate their collective future, and he would
travel extensively for this purpose. Another line of attack would be
to press the argument that the federation no longer works either for
Quebecers or for other Canadians — that the system is conflict-ridden
and inefficient, and the debt cripples the future of all, and that both
Canadians and Quebecers have an interest in disentanglement and
reform. Hence, the oft-repeated line, “At the core of the economic
crisis is a political crisis ... The political problem with Canada is Que-
bee, and the problem of Quebec is Canada.”® At the same time, by
defending all social programs and protesting any spending cuts in
Quebec while condemning as discriminatory any major federal ex-
penditures elsewhere in the country, Mr Bouchard would convince
more people in ROC that “Quebec” is indeed the problem.’ The BQ
could also resolutely demand that the federal government prepare
itself for the secession and that it begin negotiations with Quebec
before the referendum takes place. The party would continually ask
about the federal position on the debt, citizenship, and all the other
issues raised by the separation. In the House of Commons it would
keep the pressure directly on the federal Liberals in a way that the
Government of Quebec cannot do.

A more critical actor at the federal level would be the Reform Party.
This party needs to regain and maintain momentum.? If the
sovereigntist polarization strategy appeared to be successful in Que-
bec and ROC, then Reform’s temptation would be to focus fully on
the Quebec issue, with Preston Manning playing Klaus to Patizeau’s
Meciar. In the view of one shrewd observer, Reform has already ben-
efited from polarization, in the 1993 election: “Although neither the
Bloc nor Reform ran candidates in each other’s territory, and thus
did not confront each other directly, they fed on each other’s grow-
ing strength in the polls throughout the campaign. All reports of grow-
ing Bloc strength were ammunition for the Reform thesis of the need
for a strong uncompromising counter-presence of a take-it-or-leave-it
voice from ROC in the House of Commons.”!
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To polarize, Reform would draw attention to the Quebec
government’s provocations, making them much more visible, and
the party’s interpretation would make them appear more irritating
and even dangerous. As well, the party would argue that the federal
government’s preoccupation with Quebec and its constitutional chal-
lenges was deflecting attention and energy from Canada’s urgent
problems, especially the deficit. Here, Reform could make common
cause with the Bloc, driving home the message that coherent and
determined federal action is not possible in the system as it is consti-
tuted. In opposition to Mr Bouchard, however, Reform would criti-
cize federal spending in Quebec on regional development, crown
corporations, and infrastructure, as well as any other measure espe-
cially beneficial for the province. Beyond this, Mr Manning could
urge the federal Liberals to prepare for separation. He would want
to know the government’s position on all the critical issues. Indeed,
he has already asked, formally and publicly, for the government’s
response to twenty detailed questions about how Ottawa would re-
act to a secession.”” He would demand responses to the PQ’s negoti-
ating positions. He might advocate that English Canada’s
post-separation policies be formulated through a grassroots consul-
tative process or that they be the subject of a referendum. Finally, the
Reform Party itself could advance a set of proposals for negotiating
the separation, as well as a redesigned constitution for ROC.

In doing this, Reform would articulate the views of its core sup-
porters, who disproportionately tend to resent Quebec’s distinctive-
ness and the policies, such as bilingualism, that it has engendered.
More important, the party could aim to accumulate the support of
those ROC citizens who have been made angry, anxious, and impa-
tient by Quebec’s initiatives. It could focus on these initiatives and
seek to frame ROC’s response. Carried to its limit, the polarization
strategy implicitly would represent an abandonment of Quebec and
of Canada as it now exists. But as Roger Gibbins has noted, “the Re-
form Party is appealing to a kind of nationalism that makes sense if
Quebec leaves — and makes no sense if Quebec stays.”’* The Reform
Party would never make a statement in favour of separation; instead
the general position would be that Quebecers need to make a clear
and final choice about their adherence to Canada, under the consti-
tutional status quo, and that the citizens of ROC must start prepar-
ing to cope with the separation because Quebecers might vote Yes.
As Mr Manning said in 1989, after listing Reform’s constitutional
principles, “If these principles of Confederation are rejected by Que-
bec, if the house cannot be united on such a basis, then Quebec and
the rest of Canada should openly examine the feasibility of estab-
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lishing a better but more separate relationship between them, on eq-
uitable and mutually acceptable terms.” Reform would insist that
it did not favour Quebec secession — it favoured a united Canada -
but its underlying message would be that Quebecers must choose,
that the issue must be settled once and for all, and that the choices
were separation or the constitutional status quo - a country that was
one nation, where all provinces were equal, where citizens had equal
rights, the Charter was supreme, and majorities ruled; a nation where
official bilingualism should be abolished and where Reform could
well form the next federal government. All this would be provoca-
tive to Quebecers; it would provide fertile ground for the message
that their future was threatened under the constitutional status quo
and could be secured only through sovereignty. In the rest of Canada,
this strategy would draw people’s attention to Quebec’s provoca-
tions, muster anti-Quebec sentiment, focus the growing anxieties and
frustrations of English Canadians, and strengthen the coherence and
self-consciousness of ROC. This is all part of polarization.

The provincial governments form another set of important actors.
They have many options and would be unlikely to adopt a coherent
and unified position. At times, some governments would echo the
PQ’s opposition to particular federal initiatives, but there would also
be much criticism of an obstructionist and uncooperative Quebec
government. While overt criticism of Ottawa’s position on the con-
stitution and the Quebec referendum would be unlikely, some pro-
vincial governments might establish task forces or legislative
committees to formulate new constitutional proposals or, more likely,
to explore post-secession options and arrangements. Once more, these

‘would reinforce the view that separation was imminent. Their delib-

erations and conclusions would be transmitted to Quebecers, with
the same effect. Such exercises could lead some provincial govern-
ments to adopt particular stances on issues such as citizenship, cur-
rency, and trade with Quebec, or to favour certain constitutional
provisions for ROC and the processes to secure them. These might
be hard to abandon later. On the other hand, the period before the
Quebec referendum will not be long enough for most provincial gov-
ernments to reach firm conclusions to which they are publicly com-
mitted. More important, there is little incentive for most provincial
politicians to contribute to polarization, and they will be reluctant to
challenge overtly the view that the federal arena is the appropriate
one for grappling with the Quebec government’s challenges.

The last set of actors are nongovernmental. Individuals, firms, and
associations could all contribute to increasing the degree of polariza-
tion between ROC and Quebec. It must be stressed that these actors
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are entirely beyond governments’ control. There is a wide range of
opinion about Quebec sovereignty, and there would be some extreme
reactions to both provocative acts by the PQ and the responses ema-
nating from ROC. There would be demonstrations against the PQ’s
provocations, and although these might be organized and spearheaded
by tiny groups, anti-Quebec symbolism has proven in the past its
potency to attract media attention and to arouse Quebecers’ anger;
flag burnings, effigies, and ugly slogans would certainly be offen-
sive and threatening. Demonstrations against Quebec positions by
Aboriginal organizations, either inside the province or without, would
also be highly inflammatory. Of course, there would also be demon-
strations in favour of federalism and in favour of Quebec remaining
in Canada, but these could be outnumbered by the negative ones
and might well be less remarkable than them. Polarization would
increase when extreme or threatening reactions were portrayed and
interpreted as typical, as expressing the sentiments and inclinations
of a whole mass of people. In polarization, members of each commu-
nity come to see the stakes as high, the positions as irreconcilable,
and the members of the other community as homogeneous, differ-
ent, and hostile.

There might also be boycotts of Quebec products. This would be
very offensive to Quebecers and could cause counter-boycotts. But
the normal activities of firms might be more provocative. Given ris-
ing uncertainty in Quebec, it would be rational for companies to di-
versify their sources of supply, so Quebec firms might lose Canadian
markets. Head offices and other facilities could be moved from the
province. And it is probable that private investment in Quebec would
decline somewhat. All of these behaviours could be portrayed as con-
scious attempts to threaten Quebecers and impose costs upon them.
In such circumstances, a public reaction in Quebec of greater sup-
port for sovereignty might seem irrational, insofar as these individual
and corporate actions would be harbingers of the reaction to separa-
tion itself, but it is not unlikely. Moreover, the public might more
staunchly support its provincial government’s efforts to compensate
for the loss of markets and jobs, As well, the PQ might retaliate against
offending firms by denying them government business.

Finally, associations, labour unions, academics, think-tanks, and
the media will all engage in debates about separation. Activity will
be feverish. Although extreme views and provocative positions will
be advanced by both Quebecers and English Canadians, it is not likely
that these debates will contribute directly to polarization between
the two communities. What they will do is make the probability of
separation seem greater. The debates will also make more obvious
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-
and problematic the lack of preparation in ROC and the absence of a
sound constitutional framework for it. So they will increase the pres-
sure on the federal government to take positions on the issues sur-
rounding secession and on the constitutional make-up of ROC. These
discussions might also produce powerful demands for a constitu-
tional convention or an estates-general of ROC to be held.

All of this suggests that there is a significant potential for polariza-
tion between ROC and Quebec, analogous to what took place be-
tween Slovakia and the Czech Republic. A PQ government in Quebec
would have the resources of the state and a National Assembly ma-
jority at its command, and these could be used to provoke English
Canadians, who would not only object to particular initiatives but
would also deny the legitimacy of any movement at all towards sepa-
ration without a prior referendum mandate. These reactions in turn
could cause resentment in Quebec, the rallying of opinion in support
of the provincial government, and increased support for sovereignty.
At the federal level, both the Bloc and Reform could gain from polar-
ization. As the process continued, Quebecers and citizens of ROC
would increasingly come to see members of the other community as
unreasonable, homogeneous, and distinct. They would perceive, cor-
rectly (as the polls would show), that the probability of separation
was growing. This would only increase anxiety and the sense of threat
in each community and the level of mutual hostility between them.

CHECKS ON POLARIZATION IN CANADA

However realistic this polarization scenario may appear, it is essen-
tial to recall some basic differences between the Czech-Slovak and
Canadian cases. In Canada, there has been no fundamental change
in regime, with its attendant uncertainties in the social, economic,
legal, and political spheres. Second, the economic situation is rela-
tively stable: it will be improving, not deteriorating, and the hard-
ships that do exist -~ and that provided a fertile ground for nationalist
unrest in Slovakia — cannot be unambiguously attributed to the fed-
eral government’s policies. Third, the system of proportional repre-
sentation in Czechoslovakia and its republics, and also the rules of
the legislatures, meant that power was shared within shifting coali-
tions. In Canada, the counterparts of Mr Klaus are relegated to the
opposition.

There are also four major factors that limit the potential for polar-
ization in Canada. First, there would be several constraints on the
polarization tactics available to the PQ government. One is provided
by financial markets. The cost to the province of government bor-
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rowing — more precisely, the risk of credit downgrades — could limit
the funds available for economic intervention, competition with Ot-
tawa, and social-welfare spending to bolster popularity. As well, the
sensitivity of private direct investment to the political climate could
restrain PQ brinkmanship. Over the short term, a truly determined
government might be able to ignore these counterbalances, perhaps
even trying to blame them on federalist fear-mongering, but this tac-
tic would be limited by another basic check on the ability of the gov-
ernment to shift opinion - the fact that Quebec is a mature democracy.

The PQ confronts a viable opposition party that is capable of ex-
posing and reinterpreting its tactics. The provincial Liberals, most
notably, could refuse to cooperate or participate in National Assem-
bly committees charged with preparing the ground for sovereignty.
Rebuilding after a defeat, they would mobilize around the referen-
dum to come. As well, the Quebec media are alert and are prone to
criticize governments. Most important, the electorate is experienced
and relatively sophisticated. Voters would not be unresponsive to
the view that job losses were caused in part by the policies of the
Quebec government and that federal-provincial initiatives were fail-
ing because of PQ obstruction. The electorate’s concern about the
provincial deficit would help constrain provocative expenditures, such
as hiring federal public servants or encroaching on federal jurisdic-
tion. As well, most Quebecers have a sense of democratic fairness
and pragmatism. Many would resent the government’s
pre-referendum moves towards sovereignty on the grounds that no
clear mandate had been given to so proceed.”

The third major check on polarization is the federal government
itself. The Liberals possess a majority strong enough to command
the House of Commons, the party has broad regional representation,
and the government has considerable depth and experience. The prime

" minister is credible in both ROC and Quebec. Structurally, there is

no competitive centre of power that could respond authoritatively to
Quebec in the same way as the Czech Republic became the Slovak
interlocutor. Indeed, if the Reform Party attempted to enunciate a
ROC counter-position, the federal Parliament would become even
more central to the debate in ROC.

Despite provocation and polarization, the essence of the federal
government’s strategy will remain unchanged. If will attempt to pro-
duce attractive programs and constructive reforms, both to improve
the economy and to show that the federal system works. The gov-
ernment will count on continued economic growth that willimprove
the conditions of Canadians along with its own finances. And it will
maintain its posture on the issue of separation. Difficulties with the
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