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| the pnmary mouvauon has been political.

J thlS area of research

. hcensmg agrcements, 3) the *adrmmsuauon of Sovrct tradc, and 4) Canadian- Sovnct '

7,

The purposc of thls study is to explorc the deveIOpment of CanadramSovrct tradc | ‘

'durmg the 1964 1~980 period i m order to determme the 1mportancc Qf this trade to the two

‘_.«\I

counmes Trad_i_v_ \agrccmcnts, exchangcs. and spccrﬁc tradc dea]s (cg Canada s cxports of

"
By

gram) hav recewedvmuch pubhcxty in the pmss but therc is also 2 lot of drscnchantmcm

.among.rhe busxncss commurmy Tho study exammes the quesnon whcthcr»thc grounds for

A:ﬂtrade bctwccn the two natons are primarily cconormc or polmcal It is argued that the marn "

L reason for trade has becn cstabhshrqcnt and promotmn of berter ovcrall rclauons. ie., that

T _‘ y

h Sugh a study is needcd (o clarify the: issue of Canadnan Sovnct tradc An

mterdxscrphnary app:oach has been followed to explam polmcally aﬁ °°°“°m‘° problem and

. 10° servc as a bndgc betwccn thc two bodres of works, polmcal and cconomlc, avarlable in

) X . y
/

The study is dlvxdcd mto four mam parts Wthh covcr, 1) thc hrstory of the

K

: develo‘pment of tradc and the Amencan 1nﬂucnce thcrcon 2) tcchnology exchangc and

trade m detall Inchuded i 1n the Appendrx is a secuon cxammmg Albcrta-Sovxer tradc

A

. K . ' . ".'f

. - R—



. _ . Acknowledgement A | o
I would like to thank Dr. T. Yedlir forher guidance and ctfcouragemen& through the
n
y%d for supcrvxsmg my studxes and this' thesm\‘l'hanks tpust alsobp extcnded to thc

Dcpartmem of Slavic and East Buropcan Studies forAlamiay J support, and in particular,

the following people: Dr. R.L. Busch Chaxrman

thedcpartmcmal secretaries- Janct Rebalkm Ppdreen Hawxyshko, -and Jean i RO 3 |
‘ \ y - o . o
were always hclpful and/ extended the’/ assxstancc whemver theycopld. ‘

e
. L
) .
n bl |4
P
ay
<
- N
ES K
° - :
3
- "’-.
*
i
Y
&
A - ,\‘.- < —~
7
- ar
LA
3 ¢ o - w
.
+ M
!
N
. .
A
. -
yoo
3 ’ %=
] :’:1' v
! . U S,
[}
-
".‘ i !
. X i {
. . Ve / i
. PR/ :
1 1 y = -
- 1 N ;"



. Chapter

L lnu‘odut:non : ‘. .
I Dcvelopmcnt of‘Tradc

B LN

""" TABLE OF CONTENTS .

. < . e K .
[y RN R e

A% 'Q.

. -A.Developmert of Pro-Sovxct Trade Pohcxcs in Canada

" B. Development of Policies Favouring Trade in the USSR

- C. American Interference in Canadian-Soviet Trade
Caﬁadnan Trade vaersxﬁcanon '

D Summary ,. : 3

Qanadxan -Soviet Oooperanon

\

'A. Formulation of Agreements
B. Joint Canadlan Sov:cx Tradmg Compamcs

Iv.. Sovxct Trade Adnumstranon ‘. L -

_.V. A Quanmatwe Dlmensxons of’I‘rade B

: V,I.‘_ Conclusnon

Bxbhogmphy | ‘

Appendxccsu

A. Options in Canadian Fo;exgn Trade Pohcy B

B. Alberta-Soviet Trade

iR
%

“C. Member Companies of thc Canadian Dnllmg Rcscarch

. Assqciation
D. Soviet Drilling Technology of Interest to Canada -

E. Examples of Joint Canadian-Soviet Tradmg Compamc's’,'ﬂ "

F. Chronology

: .
. ® - "
—_—— ‘ o P
5
.
ni

—
-

vii

RS

Page

18

‘22 N
B

30

30

43

49
65
68

o

77
81

90
93

89



,,,,,,

S ‘USTCi;l‘ABLES ” T
o WheatTradc f9ss. 80 . w
2 Canadigh Trade 'I"prnover in Mxlhons of 1971 dollars st

D3 ‘f Canadian Trade Turnover with the USSR, USA and s
/\(x‘ meWorldinMﬂhonsofw?ldollars S e

e \Canadxan’l‘rade'l'umoverwithtthSSR USA,and 53 LT

_the World in Mxlhons of 1971 dollam % of Total Tradc.
| 5_, Canadxan Non- Gram Tradc mth the USSR and the . o 55
: - Worldin: Mllhons of 1971 dollam S ;“ R
Sovxct TradcTurnovcr R . ..17., L 5777
“ *Sovxet Tradc Turnover: %ofTota}Trade i 1: e 58
Canadas’l’radc'l‘umovcras Pcrcent of GNP A ' 59“
| Sov:ct Tradc ‘Turnover agPerccnt of NMP . B - L 60

10 Albena’s Trade Tumover with the USSRm Mﬂhons R 7)
. © of Current dollars - LT

\ . - . \ )
K . : ; N

! . -

o o . o

A ’ ‘( : ‘ C
o 5.



oA
COCOM.
INDEXAG

Sv.‘g .

FTO -
Gosbank
Gosplan
Ingosstrakh
SCST
Vneshtéhika
Vneshtorgbank
* Zagranpostavki

Abbreviations and Acronyms

Canadian Drilling Research Association
Coordinating Committee on Export Control

Industnal Exchange Agreement Refers to the Agmmm
he (10 : .

- ”Forcxgn Trade Orgamzanon |

' ;. State I Bank - ' ‘ : B -

State Committee fbr Planning * -

State Forcngn Insurance Agency

Stalc Commlttee for Scnencc and 'I‘cchnology

FTO rcsponsxblc for forelgn technology exchange
Bank for Forelgn Tradc |

Export: Pmmouon Office

ix

v



o l Introductton - .

Expansion of Canadian-Soviet trade has been predicted and anticipated for many -
years in Canada and. to a lelser extent, the USSR This study focuses on the period
1964-1980 Dtmng this time a number of trade agreements were concluded and there was a_

‘ greater ifiteraction of business and government leaders than at any prevxoqs time.
Nevertheless there is. much evidence ahow:ng a low level of trade dnnng l964~80 (It
averaged less than 1% of total foreign trade of each natiom) The main concemn of thts study

- isto determtne why this trade has not lived up to its promise. lt ts argued that foretgn trade .

has been used pnmanly for political reasons as a means of increasing understandmg'and '

: promotmg better relations between Canada and the Sovret Union, and that the economxc basis
for trade between the two countnes 1s very small. Thus it is argued that the pnmary tmpact of

- trade negotiations has been polmcal rather than economic. Trade negotiations have led to
u’nproved political relations.

“"Much research has been done on Canadxan—Sovret relations in the fields of trade and «

o poliucs However, there is no study whtch combxnes th“e) two fields to provxde a polmca] ,

perspectwe to- what i is seen essentially as an economic questton Thls thesxs attempts tofillin -

' tlus lacuna

The perlod followmg the Second World War was’ an rmportant time in Canada s
, htstory Nanonahsm was growmg The country had become a major mdustnal power and
for a time it was glmworld s third largest trader. 1 Her' mxlrtary had attamed pmmmence.
dunng the War an&wi@)as recogmzed by the major powers as being of consequence 2 Other
- countries were more w111mg to regard Canada as an tndependent nation thh a partto play in
watld polmcs Canada now had expenence as an ally of major powers and enjoyed being
part of the world fratemtty Her dtplomanc representatxon had expanded from seven ; :

countnes in 1939 to thirty-six in 1947. 3 Although the term did not sit rxght with many in the |



Canadian govemment, she had become 2 mld;le powerd
+ . The influence of she United States in Canadian extemnl‘lffdm both polidcll tnd

economic- caf nqQt be ovmtatod ‘Canada's felations with the rest of the world are,
sxgniﬁcamly affected by* the thinking and 4ctions of impomnt sexmenu of tho u.s.
| govemmcm and busmess community In the ca$c of Canadian trade with the Soviet Union.
~ American influence has played a major role. A .

7 The Canadian govemment perceived its major probiems 1o be mhimon ofUS.
economic domination; defcnse agamst o&nmunist infiltrhtion (the civil sa'vxce. the labor
unions, the RCMP, the Gouzenko- affair); promotion of 'worl&“pea/cc. pursmt of an
. independent course and hxgh living standards.
It. was durmg lhc thaw followmg Stalin's death that the Soviet Un/xon began o

emerge from its :solaﬁon and go seck trade wnhhe West mcludmg anada ‘As a country_ i

~with the second largest territory in the world Ca

dance of natural resources,

Thie level of hcr tcchnology and starrd&rd ‘of living wet€ high and she was a modern

o mdustnahzcd nation.in every sense of the word. As perceived by the Sovm»Umon tradc '

thh Canada offemd many of the advamagcs of trade with the Umted States (and mhcr highly
advanced mdustna] nanons) In addition to this So\nct-Canadmn relations were percexved by
_the SovxetsJas relatively unburdcned by the Grcat Power nvalry and hostility that lias marked
'Sowct—US relations at least since the pcnod of the Cold War. From the Soviet point of view
. US sources gf adva@ped technology (and gram) bccamc unavaxlable because of political
| devclopmcnts (c g. Afghanistan in 1980, the Pohsh Solidarity crisis in 198’1) Canada coulda
. step in"as one of the replaccmems for the United Smes Accordnngly. while sxnghng put in |
' ns propaganda the US as unpenalxst the Smnct Umon has followed a mich friendlier-and
- gcntlcr atumdc toward Canada 5 Canadum aspnrations to polmcal\‘ and écono
_ mdcpcndcncc were pcrcclved by the Sovxcts mare as those of a vigtim than L oollabté’:f7

A S
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ln addmtxon to the polmcal developments whtch encouraged trade between Canada

_and ‘the USSR was the recognition by Cana an and Sovxet government leaders of P

l

geographtc smulanues of the two countnes Then‘ size drctates that their geography can be L

- dmded mto the follong geographtcal areas: tundra, talga mlxed forests pratne or stcppe\
desert and cordxllera In many cases Canadlan regnons have more tnfcommon w1th thetr
” Sovxet counterparts than wﬁ each othcr Both have an mcredﬂ'fle potenual of mmeral wealtb

o buta also have the drfﬁculues of explomng thts wealth The remeval of petroleum resources 1s

" especxally unportant Both Canada and the USSR must mamtam a contment W1de system of e

~ roads, ratlroads a1rports, and commumcatlona
The recognmon of the many mmtlanttes made 1t possxble t‘or the Canadxan

busmessman to focus upon atnarket for Wthh he had expemse- the tammg and exploxtauon ’

- of a cold mhospltable land At the same time he could beneﬁt frorn“Sowetknow -how in thlS '

same area. As early as 1958\Alvm HanultonrMmlster of Northern Affa1rs and Nanomrl';

’ 'Resources, when asked in the House of Commons 'he Was planmng a tnp to Slbena
' remarked that. 1t would be good to learn from other northem counmes respeccmg the openmg

| up of the north and that he was lookmg af’ every possxblllty 7

Whlle consumer goods and industrial products that both countnes produce have httle B s

chance for sales. equlprnent for the extractton of raw matertals do. Some areas of‘ posmble

“trade and technology exchange mclude exploratlon of 011 in dtfﬁcult terram developmg
forest-based industries, and i in the handlmg of - large volumes of raw. mmerals such as
| sulphur potash coal, low grade iron, copper and molybdenum 8 V |
The apprec1auon of geographlc sx-mxlanttes between the Sovxet Umon and Canada
- | was remforced by Sovxet Premier Aleksel Kosygm in May 1971 Both countries have

sumlar problems in the area of ¢ economic development " Thereare . |
. ' o '“.‘(‘J, ‘ .

considerable poss:bxhes for the exchange of expenence inte " L

-economic development'?)f large expanses, including the northern '

-« - zone,and for tion of such problems as the protection of the, R
, _‘natural mvxronment the explouatlon of power and other R




. '<be many years before teohmcal and commerc1a1 exchanges wbuld occur. There would have to
e be a change in the amtudes of the Canadian and Sovret governments toward each other As

well each country would have to reevaluate its foretgn trade pohcxes

naturdl resource 3 and the development of transportatton and
commumcatrons

From the trme of Alvin Hamtlton s first menuon ofa trip 10 Soviet Siberia it would

The argument of the thesrs is divided mto four main chapters In Chapter Two th

L E post war dlscussrons of trade between the two countnes are exammed the developme?/ of
pOllCleS in favour of trade in both governments from the Cold War to 1980 and th’é role .

played by the Untted States in Canadian-Soviet trade. The attttudes of the Canadtan and:.

Soviet governments are analysed accordmg to thelr statements pubhshed in contemporary
sodrces In- Chapter Three the techmcal and’ commercral exchange agreements involved i in
trade w1th ‘the. USSR are discussed wrth greater attentton to the techmcal and hcensmg

agreements mcludmg the efforts of the Export Development Corporauon and the emergence :

: of Jomt Canadxan Sovret compames In Chapter Four the . struct /./re of the Sovret trade

admlmstratlon is looked at and how it coordmates trade. In Chapte/ Five the statistical record

of Canada s trade wnth the Soviets i is analysed. Included i in 7 Appendtx is-a more detailed

.demonstrate how trade and
/ o

technology transfer in the oil tndustry have worked / )

D

mvesnganon on Alberta Soviet trade and a case study

.,r"

* Two books Wthh proved very helpful in the preparatton of thts thesis are Aloysrus

_ Balawytirs g;gnadxan SQ m; Rg!angns. 1239 1980 (1981) and Carl H. Mthllans
Qbﬂnﬂﬂ&ﬂﬂ&p&ﬁﬂsunﬁa&tﬂeﬂ.ﬁgmmm (1974). The first book provides a good

mmoducnon to Canadi'“ Soviet relations whtle the latter takes a more detailed approach to

fthe ‘economic relanons Professor Mthllan of the Institute of Sovret and East European

. Studres at Carleton Umversrty has written a numbér of works i in this field. In addmon the

Instltute has published a series. of monographs dealing with various aspects of

. e B “ .
3 g k . R
. . - ) . . . “ v
P » . " PPN : R . B
e



Canadxan—Sov:et trade (These are fully crted in the Bxbhography) T \ ‘

The Dg_bmgs of the House of Commons are an excellent source for tracmg Canadxan
govemment atutudes towards the Sovxet Umon Qumm_Smnet_Elem_m (1960) I_!
(1962) y_ (1973), and 11 (1973) pubhshed by ‘the Amencan Assocnatxon for the
\ Advancement of Slavic Studxes (AAASS), isa good source for tracmg the Soviet positonon -

relauons thh Canada. Trade Joumals such as lnmmangnal_ﬂezsmm and Imgmangml
Affairs publtshed by the Canadlan govemment and the

(also AAASS) document the hlstory of Canadxan Sov1et relatmns

;A very good study of the Cold War is Lours J Halle s Ihg_ﬂqld_ﬂa[_aa_ﬂmgg
(1967) Complementmg thls is ] '

More detaxled analysns of Canad:an forelgn pohcy can be found m

Qp_tmn_s_an_d_Eezsp_egny_cs (1971) by Dale Thomson and':‘Roger Swanson and Qanada_s
Engn_P_thy_._Amlxm_an_d_Imd; (1978) by Bnan Tomhn For a more mformal but
colourful look at Canadtan foreign policy, parucularly towards the United States, two books

should be mentxoned Lawrence Mairtin's IbLEmsj_d_ems_an.d_th_e_Emng_M;mm
(1982) and f

K}

ian ‘ (1980)

Of the many statistical sources consulted\ four deserve spec1al mention. Stansucs

Canada publishes Imdia_cm.ﬁxmnmm_m and I_adc_p_Qa_ada.Lm_bx
Qqunm These two break down Canadxan forergn trade by provmce, country, and product.

group Wmm provrdes s1m11ar information on Sov1et trade.

Although Soviet statistics must be used with reservauons they provide a useful source of

mformauon when used with Westem sources Mﬂdﬂh;m_&m pubhshed by the

Intematwnal Wheat Council, is the source of many of the data on wheat used.



1822-1232 (Ottawa: Canadxan Hxstoncal Assocnanon, 1965),pp 13 15 Ihg_Qanagmn

‘Canada,” in Changing Perspectives in East-West Commerce, ‘ed. Carl H.

. SBrentonM. Barr, "A chlonal Approach to Trade with the Soviet Union: tiﬁéase of
: (Toronto: Eexmgton Books, D.C. Heath and Co., 1974), p. 69. _ /

N s End notes
e T .
Ll
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3F#ISoward he Depar
- Encyclopedia, 3 vols. (Edmonton Hurug Pubhshcrs 1985), : A
4Holmcs Ib_c_S_h_amng_Qf_Egm 1 :304. / | R -
SAn article, With Promptmg from the CIA appearcd in Jzvestiia on 30 D&mbcr 1965

(sec bélow for locauon) reporting the efforts of the CIA to wreck relations between Canada :
. and the USSR.What stands out in this article and several others that appeared at this tinte in
Izvestiia dnd Pravda is the paternalistic tone. They implied that in spite of all the American

intrigues the Canadians still do not think ill of the Soviets. See Izvestiia 30 December 1965,

trans: Current Digest of the Soviet mss,:n no. 52 (1966), p. 23. For additional articles
. see In USSR Ministry of Foreign Affairs, Pravda 2 June 1966, trans.
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expansion. However it would take many years.for relations to evolve-noticeably.
N

*\

IL Detr?:iopment of Trade

In the, immedrate postwar period Canadian- Sovret relations were restncted to

exchange of embassics ahd pamorpauon by thc two countnes in the United Nations. On both

isxdes therc was suspicion and i tgnorancc of the. other side's mtenuons The Sovret Umon .

‘1

tended to ignore Canada and there was an unfnendly atutude in Canada toward the Sovxet

i

" Union. Lo S . P -

oF

From a political perspective“'there were good Teasons fdt"relations to develop. ™ -

&

However from the economic pcrspecttve this was more complrcated For Canada:and the °
r‘ @ ’ ¥

' ,;Sovret Union to trade with each other they would have to depart. from tradmo trading:

,,,,,

-  pattemns, scek new markets in general and specrﬁcally wrth each other <This was to be the

\ .
path that both countnes would follow. The frrst attempts to expand and* improve

Canadian-Soviet felations occurred in the 1950s. Artrade agmment was the catalyst qf sich _

MY

>~
Devclopment of trade and its polmcal and econormc causes are exanimed here from

e

three perspecnves D Canadran' 2) Sovxet, and 3) the interaction of the: Umted States wrth

-+

Canada andthe USSR. . .* = . B C .

”

Churchtll's 1946 Iron Curtain speech'at Fulton, MlSSOUl’l, and the Gouzcnko spy
case in that year had an impact on the amtudes of Canadran pohtlcrans toward the Sovrets
'Ihesc amtudes—were reinfo m the mid- 1950s by McCarthytsm and the Cold War as
is apparent in the statements of Canadian pohne;ans at that ttme 1

In 1954 John Drefcnbaker, then. Progresswe Conservattve MP for the ndmg of

Prince Albert told the House of Commons in no uncertarn terms what he thought of tt‘ade -

thh ‘the USSR. He did not trust the Sowets and referred to the. USSR in* such terms as

' penlous possrbtlmes" "repressron and the "tyranny of, purges 'He viewed trade asa

7 N

L]

s
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weapon. "Insmy optmon there ts no more' strutegtc commodtty in the world than the
producnon of agnculture, for aftet all . the H weapon of commumsm in Asta is hunger.“?
_ Such statements no doubt conmbuted to Sovxet paranot.:vconc;rnmg the West' .
‘mtenuons 3 Even timid Canada appear'ed to Have hosule mtennons " . ' ~
| George Drew Leader of the Opposmon, had dxfferent fears in 1955. Some of the
~ . Canadian wheat that had been sqld 0 EaStem Europe was demed its Canadtan ongms andit
‘was clatmed that it was gern in Eastem Europe thus mtsleadmg the populanon mto .

. behevmg that they could feed themselves, and that the West was not helpmg Drew dld not

. obJect to qellmg w,heat to lron’Curtam countries. but he wanted Canada, not the ruling party ‘

&

L uoﬁ the importing country, to be recognized as the source of the-supply and to receive moral

gredtt for.it. He also belteved that "there should not be more favourableanangements with

'coumﬂes beyond the Iron Curtain than w1th countnes fnendly w1th us. "4 v

L AL

“The ﬁrst comprchensrve trade agreement with the Soviet Union was srgned in
February 1956. There was Stl" however some reluctance to dealtng with the. USSR

- Donald D. Carrick, beeral MP for Trinity, expressed his reservatlons about the new trade

protocol v a e L e
o Whtle 1 welcome the agreement I'hope it will not have theteffect of .
lulling us into acceptance of the i injustices We know exist in the Y
USSR, and-that we may use the better relations. that may be
establlshed as a means of working towar’d the remov‘al of those .
evils: v ~

—"T . B - ‘vt

o

Thts reluctance to° ‘cooperate, w1th the Soviet Union was furthcr cmphasnzcd by

Donald M. -Fleming, C‘onservauve MP for Eglmton who pomted out:

By this- agreement is ennrely left to Canadlan purchasers to assyre
" themselves if thlﬁ' choose to do so, that the goods. they are.

) o purchasmg from Russxa are not goods manufactured by forced v
: Y. . . labdur. ’ S :
SRR a "". Ey A

SRS . - . . 5 ) - ... - ‘ . - . . '.:'h . R
. .1t should be noted that this aversion to trade with the Soviets was not dué to partisan
& " a v . . - ' - . - . . - .

[
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politics. As’ these last two quotes show, there was a reluctance on both srdes of the Flpor of

the House of Commons Cold War mentaltty was a major factor tn Canaﬁtan :forergn policy.
" When the Sovret Umon tned to break into the Western niarkets in the late 1950s by

below wot'ld pnces their attempt was peroetved by many in the West

‘as dumpmg and as a trade ojfensrve Whether the trade offensrve extsted is questtonable 7

~. However, in thq House of Commons there was a great debate on thls subjectt It was_thought

i

?.
.

by many in the Canadian goverpment that the Sovret Umon was d\tmpmg its goods on the S

world market in order to disrupt the economres of the Westem democracres 'If the Sovrets

R

- were successful Marxtst /revolutrons would ltkely occuf an@the result would be dom\natton

5 ‘l ;,
~ £ g Tk

by Moscow8 ‘o ' : .

‘regarded the Sovxet trade offenspve as an alteﬁtauve battleground to the tdeologtcal struggle

whrch thescommumsts would losg. "Wrth their slave. labour and explortanon ot’ the masses

N

¥
they could undercdt‘ Westq‘n pnbes Econorrttc mtegratron w1th the commumst bloc would

. Y 5

" spell drsaster for any- free We'stem country mvolved Kuc'herepa echoed the views of George

~ Drew and ane Mrmster Dtefenbaker ﬂtat "We shquld do everyt.htng poSsrble to expand our

t

¥ N
t

J W Kucherepa, Conservattve MP foi‘ ngh Park explamEd the Sovret trade E

o 'offenswe to the House in carly 1960 He did not ‘favour tradetthh the Eastern bloc and ,,*_"

2
8

3

"

«

"~ trade with the free countnes of thie wqgld "9 However,the optmons expressed by Kucherepa :

and Dtefenbaker dtd not stop the Conservanve govemment, from s1gmng in Apnl 1960 an
extensron to the 1956 Trade Agreement wrth the USSR ‘_ Ny

» "

By the fall of 1963 tensions in the Cold War had somewhat lessened There was a. :

pew Lrberal govemment in Ottawa anada as always, wanted to expand her trade. All

polmcal p'artres were m favour 1 the 1956 Trade Agre¢ment was extended for the second
ttme in September 1963 In regard to thé advanctng of long-term credtt to commumst
countnes T C Douglas, NDP MP for Bumaby-Coquttlam observed

. ’ It is important for Canada to extend her trade 1rrespect1ve of
Lo _ whether the countries thh whtch ‘we trade are commumst' or not.
- o . © — .. L 3
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i Good tr%mg relanons are the basxs of g00d tntcrnattonal

oo rejations. LEREEAE oo %
(LI N ’ i

) ke Paul Martin, the new Secretary of State for Extemal Affau's, made a statement on

pohcy in the House of Commons on 28 NdVechr 1963 whtch ofﬁcnally recbgmzed a new
| . era m World polmcs, a new. way of domg thmgs, and set down the polmcal reason for tradc

; thh the Sovnet Umon R '_ Lo O T
KU 'A. . { R bt % o RN

o Interdependence isa fact of. mtemattonal hfet. N wxll not help 1f:
' the Sovieg leaders contigue -to feel that the West'is totally ahen and
% T 1mplacably hostile. Breaking down this dangerous’ misconceptionis - -
. the political reason behind our encouragement of ctiltural ahd other .
e contacts, and it should also be the polmcal reason for our trade wnh 3
A communist countries., .
L The govemment intends to allow non-strateglc trade thh ‘
I T the commumSt world to develop SRITR

Mttché‘ll Sharp Mlmster of: Fmance retterated Mamn s senttments in 1966 playmg

. ¢
hoat . - . )

down the econormc reason for trade:, - -, Lo T e
‘ } x Thefe: lS réom for a sxgmﬁcant volume bf mutually advatatageous.,
ST d tradef . The mu}tlphcatxon of wrading contacts is a positive factor
Sy ‘ . in the totality of relations between the West and Sino-Soviet
N bios r countnes You do not win friends orinfluence people by isolating
£ i i li

them from the community. [Therefore] the effort should be made to

B ; develop tradé between :East and West.and to bnng this group of ;

o

: _countneIs to d@n 1ncreasxng extent thhm thc cbmmumty of tradmg
- e o nauOns . . ’ ‘ ot ‘ "A}. v ‘ .

5 : - s ‘ L 2y W S L Eoae & W )
) ‘% N i oo .':~;‘ Pk ': ~.‘. . ¥

L In 1966 the Canadtan governmenL dtcxded to pttrsuc an acttvc poltcy of

o rappfochement w1th the Sov1et Umon 1n reg‘ards4to an mtergovemmental agreement on:
wuliural.,scnentxfic, techmcal and other exchanges 13 Later, m thc year, .Paul Marttn,
Secretary of State for Extemal Affatrs, wsned Mosdow 14 In the nme leading; up o Sov1et

_ ) parnclpauon m Expo 67 there were several hlgh 1evel exchanges Progrcss m the negotlattons
% was 1ntenuptedby the Sov1et xnvasxon of Czechoslovakia in August 1968 Eventuall«y talks

F o
did resume. Sovnet Foretgn Mlmster, Andret Gromyko made an ofﬁcw.l state visit to Canada

B S

5, O 2 . ) 4

_' n ton 1ndu§tnal rexchanges 15 Roben Stanﬁeld Leader of the Opposmon after a visit to the |

-

oo Tin 1969. HE was followed in Apnl 1970 by D: ‘M. Gvishiani, deputy chairman of the Stafe

o

k3

Commmee for Scnence and Technology These meetlngs provxded an impetus to agrecmen: .

ki



Y rhtghernor lower.19

T

USSR, said he beheved there was room for Canadian busmess in the Sovret Umon in. the
fields of pulp ‘and’ paper, and gas., "He had the rmpressmn that such interést would’ be
welcome in Moscow 16 op January 27, 1971 the Agreernent between the quemment of
Canada and the Government of the USSR on Cooperatlon in the. Indusmal Applrcatron of

¢

N

L]

Science and Technology (henceforth to be referred to as lNDEXAG) was srgncd in Moscow ..

by Jean Luc Pepm, thster of Industry. Trade and Comr‘nerce and V A K.mllm, the SoMe.t |

A

Deputy Pnemrer and Chamhan of the State Oomrmttee for Screnoe a:nd Technology 17

P
N

In form INDEXAG was snmlar to other mdustnal cooperanon agreements that the

§ B3 i
Sovret Union. srgned m the’ ’19605 wrth Westem European cotmtnes The agreement whrch

, -went into effect rmmedrately covered a penod of five years and was to be feneWed

N

automatrcally in 1976 for a further ﬁve year§ unless erther govemrhentr gave six rnonths pnor

!
[3

_ notice of termmauonls' ' o . e

w 4t e
i

Trade was to continue at a relatwely hlgh level but in December.l979 another Sovret

Y

mvasxon this time of Afghamstan led to a coohng of East-West relatlons Canadian gram
Le
delrvenes were to* conunue as‘ agreed upon but Canada announced they would notincredse

dehvcnes nor take advantage of the American gram embargoLGram exports wouldbe nertber

*
1

line going from general trade palicies with the Westem developed countnes to specxﬁc trade -
poltctes with Canada Sov1et trade with Canada drd not open up the Soviet market to th.e\
West, but rather, Sovret trade with the West openedup trade with Canada ';'

-

AN

In 1918-1921 Russian foreign trade almost ceased to exist due to the Allied blockade

B

[

Much of thrs dtscussron on Sovret atutudes toward trade vvrth Canada follows the .



o __February 1920

- N \
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o mstttuted followrng the Russtan Revolunon of 1917 and the sub ‘udnt varl War Mmdful o

"

- Wc don't, mmd takmg their capt i
- machinery, so wh; Gshould thcy |
flax and platmum ;

o people duo to thelr statc of tmpovcnshment ‘and o give thcm cncouragemcnl "Labour

v It was: xmpcrauvc as wcll to 1mport consumer goods to sansfy some' qf thc needs of the

i producthty wxll not rise unul the workers condmoﬂmproves "21 Another factor in favour .

S j,of tradc, although mmor was the hope that the capttalxst govcmmenéswould be’ less ltkcly to

mtcrvenc lf it meant thc possnble loss of their i mvestmcnts and trade concesstons 22

To attract capltallst mvcstmcnt and cxperuse Lemn thought that "“the granttng of *

concessxons [foretgn owncd industrial and tradlng opcrattons locatcd 1n Russxa] undcr

i reasonable tagms 1s dcsuablc as one of thc means of attracung mto Russia during thc pcnod

of the coextstcncc of socxahst and capttahst statcs the technical hclp of the countrtcs which are *

more advanccd "23 Pcacc wuh Estoma in 1920 \was seen as opemng a window to tradc wnh

the West: and was emphasxzcd by Lenin. 24 It was dunng Lenin's New Economic Policy -

(N EP) in the 1920's t.hat forclgn trade startcd to grow and Soviet trade companies. bcgan to
operate in thc West along w1th dtplomattc links. This was rcgardcd by many orthodox

Marxists as a failure for thc Bolshevxks. Trade with the capitalist world wa

collapscd of con’tmunism.25
. y
‘Lenin rcphcd wnh what would become a basxc tenet of Leninism and Sovtct

Aldcology The argument of the crmcs would havc bccn valid had Russia. promised to

transform the world on her own. But she did not, and the world revolution had to'be

supported by the workers of all countn'es. By cooperating economically with the capitalist

2 .

roof of the



__notes contain the foﬂ&ing Machxavelhan thought:

Capntahsts the world over, and their’ governments, will, in theu I
desire to win the Soviet market, shut their eyes [to Soviet political =~ -

- theory and actions]. . .. They will furnish credits, which will serve =~ -
us as a means of supporung the Communist parties in their
countries and, by supplying us with materials and téchniques which

. are not available to us, will rebuild our war industry, which is-
- essential for our future attacks on our suppliers, [,r other words,,
_ they wxll be labormg to prepare their own suicide?

On 22 Apnl 1918 foreign trade was nationalized and became a state monopoly o

placcd under the authonty of the People's Commissariat of Trade and Industry Under the

system of state monopoly all foreign trade was to be strictly controlled in order 10 protect the

industrialization program Trade was to be conducted through various types of forergn trade

_ organizations set up under the People s Commissariat of Trade and Industry. To orgamze 1ts

adrmmstrauon a Council of Foreign Trade was formed. A rationale for the Council and the

monopoly of foreign trade was given by 1ts creator, L. Krasm, who said: "The Red Anpy

must defend our country against possible rmlltary attacks 'I'he monopoly of fore1gh trade .

must repulse all economic and financial intervention from abroad 28 ’ o

" "Fear of dependence on an’ antagomsuc world, stemming from thc Allxed blockade
provided-a strong argument for autarky (economxc self-sufﬁcrency) E. A Preobrazhensky-

(noted Soviet eeonomlst 'and Marxist theoretician) brought autarky, as general policy, into the

- forefront of Soviet economic thought during NEP. 29 It was then taken over by L. Trotsky

' and later by Stalin30 when it became a part of cémmumst orthodoxy. Forexgn goods would

EIE
T

- be purchased only to alleviate senous shorta{es, or for i mvestment purposes to speed the:

development of economic mdependence In addition the economic planners were (and”

connnue to be) afrard of the uncenaht)i‘whrch deahng with an unstable outsrde world would

-

mtmduce into plannxng 3
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% Sold

1957- 58 ' n.a. n.a. .0 0 0 _ .0
1958 76.6 2 2 87 8.1 2.5
1959 . 69.1 0 .0 0 73 .0
. 1960 64.3 2 2 100 9, 2.2
1961 66.5 .0 0 - 0 9.9 0
- 1962 70.8 .0 0 . 0, 904 - 0
‘1963 49.7 10.0 57 £ 51 15.1 38.0
1964 744 - 2.1 9 44 119 . 8.0
1965 59.7 8.6 5.2 60 148 . 350
1966 100.5 2.9 2.7 95 14.8 18.0
1967 77.3 1.5 1.4 89 8.9 15.0
1968 93.4 .1 -1 100 . 8.7 1.7
1969 79.9 1.1 1.1 100 - 9.0 120
1970 99.7 3 3 100 116 __ 2.7
1971 98.8 3.4 2.8 83 13.7 21.0
1972 ' 858 159 42 26 15.6 27.0
1973 109.8 4.4 1.6 36 11.7. 140
1974 . 839 2.8 . 3 1 11.2 2.8
1975 ' 66.2 10.2 3.2 31 12.1 26.0
1976 - 969 © 46 . 1.2 26 129 9.2
1977 92.2 6.3 1.7 27 159 11.0
., 1978 120.9 5.6-9.4b 1.9 20-33% *13.5 14.0.
1979~ 90.2 93-10.3> 2.1 20-22% 15.0. 13.7
- 1980 982  13.7-16.0b 4.4 27-32b 17.3 25.5

. Sources: - ;ntcrnauonal Wheat Council, ﬂgﬂ_d_ﬂh:m_&mnm (London: 1973 -79);
Canada Grains Council, Canadmn_ﬁmmundmmsnm_ (Winnipeg:

Handbook 83 A
1983), Umtcd Nanons, mz_gmmm_x@m (New York:1985); United Nations,
] , Qmmod atistics 1984 (New York: 1984); FAO Monthly

&j-\\

'5I'naccuracy due to rounding off of ﬁgurcs

b'I'he:sc: figures show the range of whcat 1mpons as rcportcd in thc above statistical

-«

‘ sources
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Following the nse of Stalin most of the t‘oreign mde eompaniee. which were fom‘:ed
during NEP (see P 12), were: disbanded when the Sovxet ’Union retreated into relative
isolation in the 19305 32 Amarky oonﬁnued as Soviet pohey aftef the Second World War

The most compelhng reason for eominumg this pol cy was thc deomon of the. Councxl of

“Ministers'on 8 Jnne 1947 concerning sxate secrets 3 Tlns declsion was $0 encompassing .

#*

“that the Soviet Union effecﬁvely iSohted itself from the rest ofthe world Only aﬁer Stalfn'

B

”
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death in 1953 would the USSR start to-reopen nts d00r§ to the West RS PR

Soviet trade officials, trymg to emerge from the autark;c coeoon were harnpered -by

two statements made by Lemn and Khmshchev benm played down econormcs ana" gave

aggressive polmcal reasons for trade: with the capxmhst world In hns unpubhshed notes
(see above p. 13) he stated that the ulnmate ranonale fqr Sov:et forexgn zade ms the end of -
Scapltahsm. S i A EEEIR R : v

In 1955 Khrushchev told a group of Umted States scnamr§ vxsmng Moscow

"We value trade least for econormc reasons and- most for polmcal purp'oses "34 Thls
“ statement out of context certamly ﬁtted in- thh Westcrn conpcpnons of SCMet econorme
b pohcy The stress on pohueal purposes of uade worr{ed the Canadlan govcrnmem, There
- were fea{s of a Soviet trade offensxve (see above, P 9) and in 1958 Lester B. Pearson
Leader of the Opposmon, quoted Khrushchev s statemem in the House of Commons to
justify his eoncern about Soviet monvauon N L e

A trade agreement could be used by the USSR to pramcte goodwxll by ensurmg
export markets The producers of exports form mteres; gmups that beneﬁt from low levels of - -
international tensnon Canadlan expenence shows (see Table 1, page 14) that Soviet

purchases of Canadxan gram dld not always follow poor Soviet harveSts From 1963 of the

.

Soviets 1mported wheat from Canada every year In some years Canada supphed 100%/of

‘”Sowetunpon mrements o - W
- i o N

.

- .



¥ ¢ . o .
PR . .-

DR Trade was pen:eived by the Sovtet*le‘adership as a way t‘or the USSR to btuk out of
. Stalmxst xenophobna and become an acnve pamctpant fn world nffmn Khrushchev mde this"
- pomt m hts repon At the 21st Party Conzress m January 1959 Trade couli nnd sbould be i

L
-

T used as amcnns for § gmater world cooperntion and to. nehx intemationnl tensions. Thetet‘ore
tbe Sovxet Umon should foster trade with all counmes. ln shon | "

, weoﬁertheca niupeleeﬁtlootnpeﬁion and our offer
~ goes beyond the nev%- ar plan. We: ue dfawt %h‘up } long-?&m )
. plan for. USSR’ development cove 8 plan, to0, is
' based on the. pnncxplﬁ of peacef development and beaceful ’
- £cohomic | pompen.non -~

Smular thoughts were repea!ed at the 22nd Party Congress two years later when
Khrushchev stated’;;ts we see it, a way to tmprove ‘”the mtemtmonal sxtuatton is to be fouan
. '_ m the further development of busmesshke relauéns thh all countnes 36 b j ' N
S In hxs aad!ess to the 23rd Congress in 1966 Premter Kosygm reported on the
progress of Sovxet fomgn trade The mercham ﬂeet was expandmg, rcgular air routes linked
thc USSR wu.h 38 countncs,” and ttade with thland F;ance. lialy, Japan Great Bquun. '
- d Sweden- had risen by over 50% aunng the seyenth five-year-plan (1961-66) just ended ‘.
Thts was proof that "the forelgn economlc ties of the USSR have become a*{actor of great . “<

-

mtcmatu)nal 1mportance that funhers the interests- of the. struggle for peace gnd socml -

- -
B C e G

g progress "8 . . ’: _ _ v .
. ."Kosygin beld out the prromxse of éh mcrease in trade to the W’est He spoke of the
, | possxbﬂmes avallable to Westem ﬁxms He stated that “the draft Dtrectlves for the five-year,
plan enwsage a funher growth of trade wnh the ca;utahst countnes "39 The Sovxet Umon -
" desired. Stable mutually advantageous trade relat;ons thh the West that could be fm:tlttated
- ' by long-term tradé and credit agree.ments : K | T
1 Attenuon was also ngen to science and technology It was reahzed that catchmg up
to the West meant aumng aut mowng target A new strategy of i mtermve -economic gmwth -

ie., growth based on quaht,mw:father d;an quanutatwe sources became popular It was seenu.
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LIRS that more efﬁcnent use had to be made of scarce resources. ThlS strategy translated ttself mto

i

a major dnve for ratsmg the levels of technology The Sovxets made substanual purchases of

Westem ltcenses

... The screnttﬁc and technical revolutlon that is takmg place in the .
DN - .modern world demands freer international economic contacts. .
- - . Until recently we underestimated the importance of trade and
; hcences [In 1965 the USSR acceeded to the Paris Convention on
’ Pr? uon of Industrial Property recognizing international patent:
laws. We can and should take a worthy place in the world: ;-
license market In turn, it would be more profitable for us-in many -~
cases to buy licenses, . . . The purchase of patent rights abroad will |
- enableus to save hun ds of millions of rubles on research work
) inthe next five years.?' S

The Soviet desire to trade with the West was stressed by Brczhnev and Kosygin at

the 24th Party Congress 1h 197142 In Kosygm ) words the 9th Five- Year»Plan (1971 75)

WaS tO . . — 1)\ i

. expand econorrucally Jusuﬁed forelgn trade, screntlﬁc and technibal

- relations with industrially developed capitalist countries that drsplay

P o a wxlhggness to develop cooperation w1th the Soviet Union in these
ot v ﬁelds:) , _

LN

‘ ‘The growth of Sovret 1nvestment in.the Western countries (e.g. Nafta Ltd in Great
" Britain and Belgtum petroleum marketmg, and Amtorg in the’ Umted States) suggest a

» ' commitment o long—term expansron of ecottmmc relauons with the developed econormes of,
the wo\ld a4 (See Appendix, pages 91-92 for Canadran examples ) The Soviets were’ "
\/hﬁnpered in their foretgn trade by the Cold War. (See next section. ) They percelved trade

with the ‘West as reward for their actions in the pohttcal arena.. The easing of tensions °
AN

* between East and West encourages an expansxon of trade and convexsely the abandomng% A
restnctlons on trade should precede unprovement of political relauons as |

0.
The evoluuon of Soviet pohcres if*favour of forexgrt trade meant more involvement

+ with the West mcludmg Canada, and the reahzatlon of the potenual advantages At a press -
l. ) . i J

17



- contacts wxll ulumately lead to the dxsclosure o{; new possrbnlmes for the' developmcnt of

t

Soyjet- Canadxan cooperanon The USSR and Canada have many similar problems in the '

" ‘ fieId of economic development w46

o

3

. American Interference in Canadian-Soviet T
-

- Two-thirds of Canada s trade is with the United States ne:can trade pohcy is
therefore of major importance to Canada. As aresult, Canada -Lrted B aes relations have a
direct bearmg on Canadlan -Soviet trqde47 In some cases the United Seates can 1nﬂuence and
restrighghat trade. G Ily Canada s relatiofishjp with the SRret Union parallels the United

Ssates Soviet Union relanonshrp However, there are.times when Canada would like to

pursue a middle course. J _ ' L >

One %that the United States restricts Canada-USSR trade is through the use of an
embargo for military purposes The North Atlantic Treaty Organization, NATO was formed
in 1949 Later in November 1949 Japan and the countries of NATO (with the exception of
Iceland) formed the Coordmatmg Comm1ttee on Export Control, COCOM, £ conduct a
commgn embargo polxcy toward the communist counmes of the Soviet Union, Eastem
Europe - (except Yugoslavra) the People's Republtc of Chma and Asian communist
countrxes Cuba is not subuect to this policy as only the Umted States restricts trade with

her.48 In the early years of COCOM (1949- -54) when Western Eumpe was sull dependent on

18

the Umted States for econornic assrstance the Umted States had a major influence in setting -

the»gmdelmes (a prmlege it would later lose)

COCOM:is not based oh mtemanonal treaty or law but on agreement and it is up to

each member state to regulate itself. There is no enforcement mechanism. The decisions of *

;o . .



‘ the body are therefore only necommcndations and not legally binding. Nevertheless memi)'crs
l' do, as ‘a rule, follow COCOM dccmons wuh excepuons to rulings grantcd when
rcqueste¢49 | a : S | . .
_The goods contrdl'l"ed by COCOM are divided into three categories or lists: 1)
munmons 2) atomic cncrgy including nuclcar reactors, components, and ﬁssmnablc

matcnals, and 3) mdustna] commercial, i.e., items that have both rmlnary and cxv111an uses.

Throughout most of the sxgmes and seventies the numberv_,of items contfolled has averagc_d

about 153, varying from year to ycar.50 The primary criterion for inclusion on the lists has

been the possible military use of the item.51 The first two;catégOrie'S' are fainly.clear as to

‘what items belong in them It is in the industrial-commercial category where many

‘ dlsagrcemcnts arise. In most cases the posszbdzty of mzlztary use of an item is debatablc and -

is a subjective decision. What is rcstnctcd is not definite and dcpcnds upon the ltem taking -

mto account 1ts rmhtary 1mportance or adaptabxhty, world avmlablhty, and the economlc and

{
political climate at the nmc

|

Thc ‘question of American lcadersth in COCOM and the subjccuvc dcﬁmng of what

Commons in early 1955. The Soviet Union had expressed :mtercst in purchasmg cargo ships

from Canada. Harold E. Wmch CCF MP for Vancouver East madc inquiries of the

government as to the expoft and i 1mport policies of Canada in rcspeét to, thc influence of thp

Umtcd States and Great Britain on them He wanted to know whcther Canada should build
' cargo shlps for the USSR ‘when. the Amencans regardcd them as strateglc and restncted

under COCOM and Great Britain, chden France, Denmark, and Holland were bunldmg

them. "I have faﬂcd completely to understand why we should follow thc Umted States so

slavishly, mstcad of honestly and smccrcly accepting gmdance from Great Britain."52 Winch
questioned why Canada was reactlng w1th suspicion against the Soviet Union, a country they

. 'were not at war with. In addition, Canada's shipyards were not working to capacity and
s , e e
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could beneﬁt from the »ext:m business.

-
<

Thc Liberal govcmment got around Winch's question by rcplymg that no formal

' dlffcrcnt type from those bemg built by the Europeans, Wthh wexpnot contmlled under
COCOM.53 |

The interference in Czinada-USSR trade Wwas alsg “done through ‘American -

* subsidiaries ih Canada and throu’gh hmxtatxons on tHe use of Amencan tcchnology. in whole.

or in part, in exports which are restricted by Amcncan Iaw American owned firms were

forbidden to export goods to countnes de31gnated by thc U.S. Imdmgmh_m_gﬁngmm
- of 1917 even if there are no Canadian legal restrictions.

The essence of the Itauz_\mh_th&ﬁn.cmx.&c.mf_l&ll was summed up by C. Fred

Bergs‘tien, Assistant Sccretary for International Affairs, United States Treasury Department in
the late 1970s; |

o . il
The foreign assets control -regulations do not permit US
" subsidiaries to trade with blocked countries. The transactions
control regulatxons .-. ensure that subsidiaries of Anierican
.companies in other countncs do not deliver ‘arms, munitions, or
strategic goods to communist nations except on te gTs pcn'mttcd by
policies of the North Atlanuc Treaty Organization.

The Canadxan government protestcd % cxtraterntonal application of American laws in

several cases and, in some, were successful in obtaining Waivers. 35

Of equal i ;mportancc to the restrictions imposed by COCOM and the U.S. Imdmg |

}yj;b_th_c_Eng_my_Aﬂ_Q_f_ﬁ]fwcrc those restrictions voluntarily scif-irﬁposed by both U.S..
subsidiaries and Canadlan firms. This aversion to trade thh the Sovxct Umon was either out
of polmcal conv1ct10n or from fcar of repercussions from the U. S govcmmcm or American

L)

customers. Bergsten further cxprcsscd doubts about thé bcncﬁts accruing to the United

Stat%&ﬁ:om interfefing in other countries' trading practices. He wrote:

20.

fer had bcen madc by the Sovxet Umon In addition, the ‘ships bcmg consxdcred were of a .
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, There is d quesnon of whether the advantage of more effectlve
‘s leverage vis-a-vis the country that is the'object of the: controls is
© outweighed by the disadvantage of an irritant ip our relations with

many friendly ggunmes affected by extratemtonal apphcauons of -~

A .S. controls

With the shift in U S. trade policy in the late 1960s and the resulting elmunanon of v

’

' many of the differénces: between U. S and Canadian regulattons concerning trade wnh the
e A l ‘;
Eastem Bloc these factors havg diminished in their restrictive capa‘t‘lty Today there is

) L4

concern in Canada that the Americans ¢an restrict trade between Canadaand the Eastern Bloc
CIN ‘
. in another way. | | .

”

Those ﬁrms that previously used Canada as a vehtcle for business to the Eastern

Bloc may now shift operations back to their headquarters in the Umted States. Aamcan

multmauonal corporations may prefer to have their West European subsrdlanes tradl:jdrrectly

with the Eastern Bloc rather than their Canadtan substranes. However, ‘thts can work both

ways in that American firms, now allowed, to trade with the *adlirn Bloc, may need

Canadian participation on large projects through their subsidiaries or independent native

, firms.37
Je

2

4

s
+

sThe interference of the United States in Canadian trade relations was the cause for

statements to be made by two of Canada's leaders Mltchell Sharp, Secretary of St te for -

Extemal Affairs, discussed the problems of Canada-US relations in 1972: ' AN

The Canada-US relatlonshlp . is in many respects a‘unique
pheno?nenon It is by far our most important external relationship. ;
It impinges on virtually every -aspect of the ggadtan ‘national
interest, and thus of Canadran domestic concerns.

Prime thster Trudcau disimissed American mtetfenence as accepted fact saymg "I think that

. the problem of [U.S.] economic dommanon is somewhat inevitable. . These are facts of

@

life and don't worry r.ne."59 v

™ . : ;:..”
. : + ' . ! . T
' ‘ : ,



%

- . B . .
. In Canada a shift in general trade policy began in the 19505. a shift away from its \
tradxtxonal trading partner, the United States, tbward mululaterahsm One part of this shxft &

‘was trade thh the Soviet Union. - - |
The Sov1et reoneatauon towards the West in the l950s met with a favourable
Canadian response Canada wanted to diversify its trade to counterbalance its trade with the (

United States and reduce its vulnerability. At the time of the 1956 Trade Agreement wnh_thc

_Soviet Union, Victor Quelch, Social Credit MP for Acadia, sugg?:;ted in the House of

—

Commons: ‘ _ y
| I think also’it would be a good thing lf we could buy from the

USSR some of tht things we are now buying from the United ‘ t
States. In that way we might help to reduce our imbalance of trade

with that countyy.

6.‘*'

Contmumg this trend away from the Umted States' in 1957 Lester B. Pearson

Leader of the Opposmon called for a foreign policy Wthh must be "Canadian, based on

. Canadxan con51deratlons, Canadxan values and Canadxan interests.! "61 Such a policy would,

be influenced by four factors a) pannershxp in the Commonwealth b) membership in the

United Nations and; c) in NA—TO; and d) United States as a neighboﬁr.62' Following thi‘s line

Diefenbaker, in the summer of 1958, idvocat_ed the idea of diverting up to 15% of imports to

the United Kingdom to lessen dependence on the United States.63 S
Two years later when the 1956 Trade Agreement with the Soviet Union was about to :
' s v
_be extended, Alan Macnaughton, Liberal MP for. Mount Roya] declared: o E-\
D - Pl e " |

There is uncertamty outside of Canada as to she political objecuves
and ‘s to the trade objectives of this government. The attempt to

- divert trade to England, for example, on the one hand, yet blaming *
the United States for not taking ‘more of our exports on the
other hand, means that we are ndmg a hobby horse in both
directions.

. {'(.

. - “t
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- - remain on fnendly terms The last pmnt is that however favourable Canada may treat other :

L

‘..‘l

. As can be seen the Canadian government was indecisive about what should be done about

. options-in Canada's foreign trade policy and the mﬂuence of the Umted States ('I'hesek

trade policy. o, b
4 . :
Vanous ideas wefe put forward throughout the late 1950s and‘ 1960s concemmg

options are discussed in more depth in Appendxx A, p. 75. ) °i"hree conclusrons can be drawn

from these suggesnons The first point is that Canada is a North Amencaneountry heavrly

" involved with the United States and is vulnerable to Amertcan economic pohcy The second

. countries its trade policy should be clearly not antt Umted States. Under these terms trade

o late 1960's- carly 1970's Alternate tradmg partners were/so‘ught among whom the Soviet

with the Eastern Bloc could be accomodated and thetefore encouraged

point is that Canada and the Umted States 9an pursue mdependent fBretgn pohctes and strllv

&

Y . oo
’,

;

.

There were three key factors in the growth of Cartadian- Sovret trade relations. The

power, and the polmcal arguments for tradc w1th the Sovrets It was shown how the cold o

war rhetoric of the 1950's changed to the ‘tnood of reconcrhauon in the early 1960's movmg

towards détente .

first was Canada s emergence from the Second World War, its recogmtton as a world‘ o

~ The second factor consrdercd was, the Sovret Ur‘uon s break from the pohcres of .

L8

autarky imposed by Stahn and its effons to expand trade with the West. However trade was .

still a tool to be used for political purposes.

Amencd's role as the dominant trade partner of Canada_and as the defender of .

democracy was the last factor. The Umted States was able to control some of Canada's trade -

with the Sov1et Union and this was resented by many in Canada. The result of this ~

dommauon was Canada s attempts at a third option- first in thélate 1950's and then in the

0
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Union was seen as,a pogsibility. ' - 5 \
Asa rcsult of thcse factor§ a series of trhdc agrccmcnts protocols and exchangcs
@
by
were concluded with the USSR in the hope of cxpandmg trade. . '
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- End noiés

IThe small size of Canada's trade and diplomatic relations with the Soviet Union
limited the amount of atfention paid to the Soviets in the Canadian House of Commons.
Consequently any discussion on the USSR is covered in this paper. The debates did not
necessarily follow party lines or region and therefore the member's party and constituency is
included to show this . | . ‘ ‘ ;

.
¢ ot

> ,zjn his speech Diefenbaker said: - ¢ -t
- Thope and*trust that in return for th¢ benefits of the present that are
apparent in finding markets for surpluses Canada will not rush into
trade with the USSR and will give every consideration to the
perilous poss@;ies inherent in contributing in meeting ferment in
the Soviet Uniofi to which the Kremlin has found no better answer
than more repression and the tyranny of purges.
As to the question of trade, I fear that the economic advantages of
. .the present will lure many to believe in the necessity or at least in
« the attractiveness of trade with the USSR on the assumption that we
can restrict the things in which - we trade to non-strategic |

. - commodities. In my opinion thefe is po more strategic commodity -
‘ in the world than the praduction of agriculture, for after all . . . the
H weapon of communism in Asia is hunger. | _ 4

See Canada, House of Gommons, Debates 25 March 1954, 4: 3340.

i 3Louis J. Halle explains in more depth "the fear and hostility that had always

- dominated Moscow's attitude toward the foreign world that surrounded and enclosed it . . .
that were fanatically moved . . . to attempt the-destruction of the new Russian, state and
cvclr%';hing itrepresented” in The Cold War as History (New York: Harper and Row, 1967),

~

o _
4Debates 13 July 1955, 6: 6050-52.
“SDebates 18 April 1956, 3: 3058,
fibid., p. 3045. |

.. TFor both sides of the discussion see Soviet Union Begins Invading Free World
Markets, Business Week, 5 April 1958, pp. 98-104; and Glen Alden Smith, Soviet Forei
izati i0] Poli | (New York: Praeger Publishers,
_1973), pp. 20-24. , - T

' 8Qgham, 1960, Mr. Hazen Argue (CCF-Assiniboia), I: 151-52, 112122, II: 1351;
- - Mr. Harold E. Winch (CCF-Vancouver East), I: 299; Mr. -Louis. Fottin
. (PC-Montmagny-L'slet), I: 445-46; Mr. J. H. Horner (PC-Acadia), II: 1317; Mr. Lester B.
~  Pearson (Leader of the Opposition), II: 2266; Mr. C. A. Cathers (PC-York North), II: 2274,
- Mr. C. W. Carter (Lib- Burin-Burgeo), II: 2322; Mr. Alan' Macnaughton (Lib-Mount
~.Royal), II: 3065-66; Mr. Samuel Boulanger (Lib- Drummond- Arthabaska), VI: 6060; Mr.
- E. D. Fulton (Minister of .Justice),, VII: 6972; Mr. M. D.'Mortoh (PC-Davenport), VII:

V L oo . ‘
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Ostenstbly the agreements sxgned between Canada anthhe USSR were for the
| prdmotxon of trade but the 1mportance of 1mproved dtplomanc rela ons was reco;mzed by

: ': both go‘vm'nments The v,aﬁaus agreements and the results each side hoped to achievé are

. - ‘0
0,
« 4

In 1960 the Sov:et Foretgn Trade Mxmster. N. S. Patohcl‘iev stated "We know you
" have things to sell other than wheat but that is all we hear about. "1 Canadtan products and

technology were not well known'i in the USSR or Eastem Europe It.was hoped that trade and
techmcal exchanges would rcmedy this problem by po'pulanzmg what Canada had to offer

They would also benefit Canadtans by exposmg them to, Sov:et advanpes in areas of mutual
interest: o ; |
- The movement toward an‘exchange agreement was furthered in 1966 followmg a
tnp to the USSR by Robert Wmters Mlmster of Trade and Commerce when he reported to

the House of Commons on his dtscussmns wrth Sovret trade ofﬁcials He thought there was

e room for the development of techmcal exchanges between Canada and the Sovret Umon that -

E " could beneﬁt both The better contact between the two states would lead to an increase in

knowledgeandunderstandmg IR ,
B . thters proposal vias in keeptng with two agreements sngned in 1964 and 1965

L the ﬁrst between Atomlc l;;nergy o'f Canada Ltd ‘and’ the Sovret State Commlttee for |

Uuhzanon of Atormc Energy for cooperatton in’ the peaceful uses of nuclear encrgy. and the
second between the Department of Energy, Mxnes and Resouroes and the Sovxet State
Comrmttee for- Sctcnce and Technology for cooperanon tn the metallurgrcal sector3

- A ma_lor step whereby Canada and the USSR recogmzed complementag mdustnal
obJectlves was INDEXAG Pnor to thts agreement bilateral sctenuﬁc and technologrca.l lmks
were hmned to three orfour VlSlts by Canadxan and Sowet sc1ennsts and techmctans each
. v 1]

- x
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year In 1976 more than 500 scientists and specrahsts from both ‘Gountries pamcrp,ated in

' exchanges un( INDFXAG For the five year period” 1971- 1976, a total “of 90

xchanged and 12 brlateral seminars and symposmms were held.4

A Mixed Comrmssmn was estabhshed by the Canadlan and Sowet govemments
_under INDEXAG to meet once a year, alternatmg betwecn Ottawa and Moscow. The

A
v co-chamnen were to be the Canadxan Mrmster of Industry, Trade and Commerce and the

o First Deputy Cha1rman gt’ the* Sovxet State Comrmttee for Sc1ence and chhnology In the

first five years of INDEXAG the Mlxed Commrssron ‘met regularly 5 ’I'he Commrssxotg s
Bl R - purpose was to examme review, and conﬁrd;programmes and to make " propo:als to :
| s L facrhtate cooperauon in special ﬁelds "6’ 'I‘he ﬁelds were not spec1ﬁed iR the Agreement |
- B “The Commlssmn later determined six 1ndustr1a1 areas with an additional tWo in
whrch cooperatlve efforts would be concentrated D archrte‘cture, burldmg matenals and

’ .,construcuon 2) forest- based 1ndustr1es, 3) nonferrous metals mdustnes 4) agncui?te

7}’agncultural machmery, and proCessmg mdusmes 5) elecmcal power mdusmes, 6) oil
- industry; 7) gas mdustry, and 8) rail and air transport 7 Mtxed working groups of scrennsts, |
techmcmns, and govemment officials ‘were estabhshed w1thm each of these areas and were
' - an 1mponant‘nk between sc1ent1ﬁc and technologrcal cooperanon and trade By the end of
- 1971 all sxx of the ongmal workmg groups had met either i 1n Canada or the USSR 8

’ L _ The Canadran conungent of eaéh group had a semor govemment official a;

| co- charrman and usually a ma_}onty of 1ts members came frorg private mdustry The
o Department of Industry, Trade and Commerce coordurated Canadran pamapauon in each
bgroup "The.Soviet membershrp was led by a deputy mrmster from the appropnate industrial
: 'mrmstry and madc up of officials from the relevant mdustnal rmmstnes, mcludmg their |
; research and desrgn agencies, and a representatrve of the Sovret coordmatmg agency, the

Sxate Commmee for Scxence and Technology9 : o _" : b ]
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The objectives of INDEXAG were set out only in very general terms. It was to

"deVelop further the fnendly relanons between the two countnes and "to encourage and' _

develop -economic and techmcal cooperation in the mdustnal application of scnencc and

technology . on the basis of mutual benefit and reciprocity. 10 'I'he Canadrans saw

INDEXAG as a means. for the’ expansron of Canadlan exports of manufactured goo' the

areas.of technology transfer and industrial cooperatron.1 ]

.The Agreement was welcomed in the House of Commons in February 1971 by H.

W. Danforth, Progresswe Conservatxve MP for. Kent- Essex who also noted that the Soviet

Union would take fiill advantage of the agreement

by sending over their experts and students to assimilate, as far as
possible, any advantageous information which may have accrued

* from our development here in Canada. . .. The onus is upon usto
see that this interest is Teciprocated and that we in turn take full -

. advantage of the opportumtxes which are granted to us by the
Russian government . . . . Anything which can be done to

~ encourage a still greater rcadmess on the part of the Soviet Union to
purchase the commodities we have to offer will work to the great
advantage of this country.

"USSR. On the Sovret side the agreement was seen as extendmg bilateral relations ifito new ‘

I

" The A'greement has allowed Canadian businessmen to visit the appropriate ministry .

in Moscow, selected factories, and installations to learn of technologies and needs of tho-end'_

.32

user. In turn Soviet teams of scie s, technicians, and government officials were allowed -

to visit Canada and carry out similar activities.!3

In July 1971 the Moscow office of the Department of Industry, Trade and

" Commerce received and helped 137 busmessmen increasing to l:g wrthm thc first six

months of 1972 In September 1972 Canada’ paruc:pated for the first time in a maJor trade

fair’in Moscow. Preparanns were started for two more workmg groups to. optrate under the :

f

In commenting on an earlier trip to the USSR and Yugoslavia the Hon. Alastair



,

Gnllespre, Minister of Industry, Trade and Commerce, on 29 October 1973 reported:

During the visit, Canadian busmessmen associated With the eight
working groups set up under the intergovernmental agreement held

" a large number of meetmgs, over 80, with their Soviet

- counterparts. We concluded . ™. that There were a number of

~important specific opportunmes already under negotiation that
should be continued and, indeed, some of the businessmen of the
delegation [of 36] remamed in Moscow to carry out this work,
There was a general consensus among the members of the .
delegation that the work of our mission represented an 1m;l>grtant

step forward in Canada-Soviet trade and economic relauons

A
/
3

Under the "auspices, of INDEXAG were, agreements such as those between the

. 'Department of Energy, Mines, and Resources and the State Committee on Scrence and

33

Technology, Atormc Energy of Canada and the State Committee on the Utilization of Atorruc _

Energy of the USSR; and some Canadran universities and the Sov1et Mxmstry of- H]gher and
: .___secondary Education. 16 L

a A good example of « cooperatxon in the field of technology was the joint research and

development program in oﬂﬁeld matenal andleqmpment, undertaken w1th Soviet counterparts

by the Canadian Dnlhn g Research Assoc1auon (CDRA) The program involved the testing of |

Sovxet turbodnlls in Alberta and Canadxan supervrslon in the drilling of a pen'nafrost test well
in the Soviet-arctic usmg Canadlan ¢quipment. (See Appendlx B p: 81 ) ‘

INDEXAG (signed in January 1971) Wwas the first of a series of comprehenswe
¥
technology exchange agreemenﬁnother gree ment s1gned in 1971 was the Canada- USSR

General Exchange Agreement which conthin addmonal prov1sxons for scxennﬁc exchange

“in such fields as: agnculture, ﬁshenes, wildlife, forestry, water, mining and energy, and
- northern development.”f This last area covered problems of building settlements,‘roads,
riveroons and seaports, a_n&zl production and.' application of new building materials 18
Subagreements und{gr the General Exchange Agreement provrded for exchanges
betweeri the Canadlan National Research Council and the Soviet Academy of Sciences,
b

&

-
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and between Canadian and Soviet umversmes In addition, Polysar Lud. of Canada (produccr
of primary synthcuc rubber) concluded a scientific- techmcal cooperation agreement m the
field of synthcuc rubber thh thc Soviet State Commmec for Science and chhnology 19

. Another i 1mportant agreement is the Long-Term Agreement between the USSR and

. Canada to Facxlxtatc Econonuc, Industrial, Scxcnufic Technical Coopcratlon signed on 14

- July 1976 for a period of tcn years and the 1956 Trade Agrecmcnt cxtcnded at the same umc'

34

for another five years (sce p..8). The new Long-Tcrm Agrecmcnt brought provisions for

. ‘ P ) '
trade and industrial cooperation under a singlc governing Mixed Commissibn This

new Comrmssron incorporated both the Consultauve Commission on Trade established

_under the 1956 trade agreement and the Mixed Comrmssmn (and industrial \n}orkmg groups)

set up under the 1971 industrial exchanges agreement. 20 v
"The Long-Term Agreement coincided with the tcrlth and eleventh ﬁve~year4plaas
- (1976-1980, 1981-1985) and enabled the Soviets to ' stable framework within which

$]

' largc-scale pI'O_]CCtS could be plar?ncd Ie also made it possible for the Sov1ct Mxmstry of
Foreign Trade to reassert its monopol?t‘&ovcr external economic relations, both commcrcxal
: and technicalsince it now became the primary imp}ementirg agengy. (The previous 1971
INDEXAG had been the work of thie Stdte Committee for Sci¢hce and Technology 21) )

Followmg in this series of agreements was the Long- Tcrm Program of Economxc

Scientific and chhmcalCoopcrauon-betwecn Canada and the USSR signed at Ottawa, 26 -
October 1978 This further unplemcntcd the provxslons for technology exchange prcsemcd in .

previous agreements and in particular the prowslons of Article V] of the 1976 Long-Tcrm
A greement which in three detaxlcd annexes listed fields for the further development of trade,

industrial coopcrauon, and scientific and tochnologlcal collaborauon;zz;o

To what good purpose these agreements have sefved has been very much debated.

Through exchanges of visits, bilateral symposia, and joint consultation and coopcration on

- specific problems Soviet scientists and engineers have had open access to Canadian
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research technology, and to the cor?orate infrastructure responsible for commercralrzmg

i¥s

' techmcal innovations.23 But has this been enough" To Canadians the commercral objectrve

of export promotion has been of prime importance. An official memorandum on INDEXAG.

»

states: -

We look on the Canada-Soviet Agreement as a means of pmmotmg

Canadian technology in the USSR with a view to developing, first

of all, an appreciation of Canadian capabxlmes and ultim ﬁely a
' market for Canadlan capital equrpment ih the Soviet Union.

Already in October 1973 the effecnveness of these agrcements were quest10ned

‘ Alpstarr Glllespre made a statement whlch reflected the view of 1 many Canadlan busmcssmen

Soviet members of the mixed commission. There has been
deal of e)yaloratron but it 1s nme now to sit down and write some
busmess : :

We would hke to see.a lot more specrﬁc undertakings on the part part %
a

'ﬂ

Nevenhelcss Canadran busmcssmen directly involved in tradmg with the Sovrets felt

Onal barriers. Canadian

there*had been some improvements. The Soviet forergn trade sygtem had limited direct
forelgn contact in the past. ENDEXAG removed many of the msuml)

busmessmcn were then bctter able to 1dennfy key decision- makers and to estabhsh personal

contact wnh them due to INDEXAG and the exchanges promoted by it. Soviet capabllmes

L
and requirements became better known.26

Although there were so_me positive results of INDEXAG, they have not been &

' Spectaculai' and came only at great expense. (The Drilling Subcommiitee was the only group
~ of INDEXAG to signr a protocol with m}utuélprojec'ts to work on. One sale of $9.7 million

was made to the Soviets. In turn the CDRA bought the license for the turbodrill but did not

exercise it). Efforts to have a more results-oriented approach failed and meny Canadian

companies and federal departments grew tired.of wasting-time on the working gmups.27 In

'mviewirig' these trade agreements it should be noted that the agreements have usually been

.encouraged by the Soviet Union. The system of mixed commissions and workmg groups set

up under INDEXAG followed the example of Franco-Sov1et agreements. Canadian

. =



investigation of Soviet agreements with other countries found that both the British and

French thought they were not worthwhtle econormcally (Britain more so than France) but

L]

necessary pohtwally 28

INDEXAG did not result in the wrdespread conclusmn of the enterpnse level follow
- up agreements for industrial cooperauon desu'ed by the Soviet Umon nordid it lead to a,
| su*ien surge in Canadian exports of machmery and _equtpmcnt to the USSR. ThlS
dJsappomtment prompted the Export Development Corporation, EDC, to make avallable
$500 million in long-term credits to the Soviet Umon s !m:shmxgbank (Bank for Foretgn
‘Trade) to support the purchase of Canadran caprtal goods and related services. 29 The credrts
were to be avatlable fora penod of tlnrty months and be fully competmve with mtemanonal
rates 30 It was also requxred that w1thm the first eighteen months approximately half of the

loans be comrmtted Thus was srgned the'Canada-Sovret-Protocol of Agreement on the

Fmancmg of Canadian Capital Goods, Equrpment and Servtces at Ottawa 9 May 1975, and

" extended to 80 September 1979, 3t

- importers of Canadian products which met certain requirements. Size was one such condition

- and the contracts were usually over $500 000 The credit dld not sell the product but rather

put the seller in a more favourable position.- 32 The total dollar sum of deals finalized with the

* help of the EDC dunng the penod 1975-1980 amounted to approxxmately $255 rmllxon, anot

- mconsrderable amount. 33 : e

B Joint Canadian-Soui I:l"-’:.n :

The purpose of the EDC credits was to provide long-term t'tnancing to Eastern ’

38

P

Number variety, and geographrcal location of Sowet and East European du'ect i

investment in the West have dramaueally increased since the' 1960s parallelmg the growth of

East-West trade. There are fewer trading and investing restrictions and Eastern compames

\

\ | -



hai(e been allowed to invest directly by means of wholly-owned or _|omtly-owned compames

_m a wide vanety of businesses. The same is not true wrth westem mvestment in the Sovret

\

Umon and Eastern Europe With few exceptions (Romama, Hungary, and Poland) only

| }iompany representattves are allowed to establish offices. Direct investment in equtty_,ts not

* peminea

Tradxtxonally, soctahst countries use official trade delegatmns or forergn agency :

fcompames to conduct their trade. Organizations like Amtorg Trading Corporatton in the

’ ”;Umtcd States which are wholly-owned Soviet tradmg compames have been the CXCCPUO“

Thts srtuanon has changed. Management of socraltst foreign uade enterpnses have decided

that it 1s necessary to, establtsh their own representative offices, and also branches and
subsxdxary compames.?’5 k |

. 'The type of organization usually-formed is the joint-stocl,c'company established
»under the host country's laws though investrnent in existing companies does occur This isa
legally separate entrty apan from the parent orgamzanon Although a partnershrp, the Eastem

partner usually holds the majortty of the shares and hence directorship. The Western

37

shareholders hold a mmonty interest which'is often rmmmal but they are there for a number -

-of reasons. They are Westerri business people and know how to manage the company
followmg Westem busmess practtces and are no strangers to the idea of maxmnzmg proﬁt
thh local restncttons placed on Eastern natlonals regardmg travel and residence, the

' company can still be run effecnvely 36°

* There are other benefits Local laws are followed regardmg minimum staffing levels.

by local personnel and mclusron in managenal posmons The partnershrp helps to aIlay
public hostility and susprcron left over from the Cold War It reduces the amount of hard
currency reqmred For example, the host country pnovrdes the buildings or plant whrle the

Eastern partner provrdes the machmery to run the plant or the commodity to be sold 37

Complementanty of Canadtan and Soviet economtes in pnmary ‘products drctates that
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‘t

expansxon of trade occurs mamly in manufactunng, especially i in machinery and equtpmcnt .

y
related to their natural resource similarities. 38

" “There'sre opportunities for the Soviets inrthe Canadian market in which thcy havc
bccn granted most-favoured-nation status (granted in 1956) with no ‘special quantitative
rcstncuons on their products. Thcsc opportumucs have not been taken advantage of by the

USSR due to the ineffectiveness of thetr trading agencies. 'I'hns is one reason why Soviet

' . manufacturers are turning mores and more to entering- joint ventures with local firms or.

ostabhshed subsndxanes for the assembly, marketing, and scrvicing of thcir products 39 The

| poor quahty of Sovnct manufactured goods seéms to be less of a deterrcnt Thc problcms of

Sdviet expomng were pointed out at the 23rd Party Congress (1966). by Kosygm who ~

emphasxzed that the quality of exports had to be raised and the marketing improved. "It is

~ particularly tmpcrmxssxble to to’lerate 40 .

A welcommg sxgnal for Soviet i mvestment came in 1956 dunng the dlscussnon in the
House of Commons on the Trade Agreement. W. Ross Thatcher, CCF MP for Moosc

Jaw-Lake Centre was in favour of the Treaty and pomted out

If [the Sovxets] really want to increase their trade under this

“agreement . . . I think they might consider making certain
investments {n Canada Generally speakmg, trade follows

mvcstments o _ RS

-y

Thatcher's comment had a Soviet response sixteen years later in an interview of

. which Canadian-Soviet trade pro%réssed )' Tikhonov, in reSponse to a question on trade

replied that there were "large untapped opportumues" and’ that he thought "mutually_‘

advantagcous trade .. could bc facxhtatcd by setnng up joint Sovrct-Canadlan comrrussrons

 for sales and servicing of Soviet cqulpment and machmcs in Canada, orgamzmg exhibitions

of Soviet equipment, etc. "42 |

- The outcome of these efforts has been the establishment in Canada of three joint™
. ] 5 .

.+ Soviet Deputy Premier N. Tikhonov. (The time span is indicative of the slowness with



39

Canadian- Soviet tradir’ig cbnipanies and two thlly—ownéd Sovi'et chmpanics bétwccn '1971" :

and 1980.. Thesc companies are: EMEC Tradmg Lid.; Morﬂot Fx;exghthncrs L., Socan'
'4 Aircraft Ltd. (dxssolvcd in 1976), Belarus Equxpmcnt of Canada Lid,; and Stan- Canada '

Machinery Lud. Of thcse compamcs. threc had Canadxans as chief cxecunve ofﬁccts anﬂ the -

“other two had Canadxan dlrectors and/or vxcc—prcsxdent All thc compamcs, with the
exception of Socan, wcrc able to achxcvc salcs of over $ 1 bxlhon by 1985. 43 (For addmonal

information on these compames see Appendxx E. )

C. Summary

Canadian-Soviet cooperation has been expressed in terms of technical ‘and
) _commcrcial agreemcnts and by the fénnation of joint stock compariies The agrecments and -

.compamcs developed st‘cadxly over thts penod However, as- Kosygm pomtcd out (p. 38),

the USSR has problems in marketing i ,ns exports through its tradmg agencies.
'1
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" IV. Soviet Trade Administration

e d The Sov1et formgn trade adtmmsﬁanon is very largc and cumbersomc and hcncc it

= creatcs problcms in Canadaan-Sov:ct tradq Howcvcr some of its ofﬁclals comc mto contact

!

\Z}th reprcscntanves of Wcstcrn compamcs on a regular basis ‘and provxdc more

COmmumcénon on more levérs than could othcrwxsc bc don¢ through purely dxplomanc-~

= channcls Thc Sovxct tradc admxmstrauve apparatus is thcref&re uscful for crcanng bonds :

) - 'bctween Canada and thc Sovxet Umon person-to-pcrson and mdustry to-industry

 Industrial Mxnistr? ‘Miniétrv pie
Minjstries " of Einance of Foreign
o) Yneshtorgbank N ’

Ebréign Vneshtekhnika
Trede

.Q:EL : S.tate Sqienuﬁc

W‘wmu

-

l md&cates subordmme agency ‘
‘' /"’ and _\ indicate connected assocmuon

Therc are ﬁve maln adxmmstranvc ﬁcs whxch have a role in dlrecung Sovxet

; ,fon:lgn tradc wnh the: West Thcyarc l)thc oreign 'l‘radc Department of Q_Qsplan(thc -

Statc Commmec for Planmng), 2) thc Mmlstry of Fomgn Tradc, ) the Mxmstry of Finance,

1

"

Gosplan coordxnatcs the plans for all of the other centr,al and opcranvc agencxcs and

" is rcSponsxble forthe allocauon of the most important products and rcsom'ces, espcc1ally ‘

. 43

; Commxttec for SCIchC and Technology Each.
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It compxles ﬁrst drafts

L exclusive control over ir

\

'tnvestment resource52 The Forelgn Txade Depanment of GoSplan works out the expon
and import plans in coopet:atton with the Mxmstry ot' Foretgn Trade 3 ln,pamcular it is

responsxble for the compxlauon of 1he varigus- trade and payment plans and has subdmstons ,

: 'whxch handle the followmg the export and: 1mport “of specxfic product groups. fomgn

exchange, summary econormc accoums, economlc efficxency. and devclopment of the export

[P SRS

’l'he Mxmstry of Foretgn Trade is the mam body whrch admxmstrates forexgn tmde

‘etgn trade plans and ha& a Vh‘tual monopoly. with few
exceptions.on forexgn ,‘" s! Foretgn 'l‘rade Organlzatxons (FTOs) excrcnse almost
expons of goodsasmgned to it. 5

" The mesu'y of Finance momtors the l'm-exgn trade balance of payments Throughi '

- lngg_mmkh (Statc Forelgn lnsurance Agency) it prowdes cargo msurance to Fl‘ds Gosbank
used to be part of the Mlmstw of Fmance but is now independent. ’l‘he bank controls forcngn

exchange and sets the cxchange rate of the ruble. Intemattonal bankmg services are -

X spcrformed through its subsxdxaxy Xnnshtmhank (Bank for Forexgn Trade) 5

'I‘he State Comrmttee for Scnence and Technology (SCST)i is responsxble for the

- supcrvxsxon and coordmauon of all scxennﬁc and mdustnal research and development in the

USSR and for the mtroductlon of new. technologles mto mdusrry Major pro;ects are

| orgamzed and ﬁnanced by thlS commtttee It plays a key role in dealmg with foreign

o purchases and sales of patents and llcenses. technology e'xchinges, and research through its

own FTQ, _n_gsm;khmka, (State Comrmttee for SClchC and Technology) Wthh was

o estabhshed in. 1967 7 The State Scxentxﬁc Techmcal berary system isa part of SCST and -

dassemmates techmcal mformanon, mcludxng mformauon on the products of Westem

N compames to 82 mdusu'ial hranches, 15 repubhc d1v1sxons. reglonal centres and 10.10,000

mformauon bureaux 8 _

 One other organization that Canadian exporters have contact with is the-USSR -



Chamber of Commerce which works closely with ”the Ministry of Foreign Trade and the

¢ U

FTO's to promote fereign trade lts most important funcuons are sponsonng mt:ommg trade B

rmssxons, staging trade falrs, provrdmg mtroductrons to user mlmstnes, assrsting in

ch as trartauon

444444

,patentm g forelgn inventions in the USSR, and prov1d1ng other services

N The Foreign Trade Orgamzauon is the body which does the actu ﬂ
the contracts with forexgn parues Dependmg on the agency for which it works, the role of |
-the FTO vanes In’ lb\O there were 64 ‘FTOs, 46 subordinate to the Mmlstry of Foreign

| Trade of these 28 were authonzed to expon and 1mport a specific group of commodmes 6
could export only specxﬁed goods, 5 could only import; 4 provrded services related to foreign
trade and 3- Dalintorg (Far Eastern Trade Bureau) Qnﬁntgrg (Lenrngrad Finland Trade

| Bureau) and Mm_tg]gm_org (Eastem Trade Assocrahon) camed out general trade with border :

‘wcountnes Apart from the Mlmstry of Forelgn Trade, 11 F'I‘Os were under the State
Comrmttee for Forelgn Economlc Rélatrons and 7 belonged to other ministries, state
‘committees, and orgamzanons.lo R | |

A?few 'indusn:ial rninistrie's and their subordinate enterprises afid associationsv have'hi::"'v_

therr own foreign trade orgamzanons and can trade drrectly with forexgn businesses. Several |
others have a voxce in negouauons through the1r Zagm_pgs_t_aﬂc_, Export Promotron dfﬁcesﬁ;-.

Some agenc1es can trade through thelr own FTOs mcludmg the various transport rmmstnes,

' Is_emrgsgyu the Central Umon of Consumer Cooperaﬁves which trades in consume ,
goods through its FTO, Sﬂuz,kmp_n;smgg the Cooperatlve Umon for Fo?rexgn Trade; the |
Chambér of Commerce and Industry, with its. FI‘Os, E;mms_e_g Centre for Intematlonal

Exhlbmons and S_QXJ_DLS_QDL Moscow Centre for Internauonal Trade, and the State;;ﬁ

Comrmttecs for Pubhshmg thh its FI‘O h‘ Igi y ' relgPubhshmg House, and
Cmematography, S_Qleksponﬁl_m Sovret Film Exporting Agency 1

Depcndmg on how a commodlty is shlpped ie., alone or as part of a plant, it can be

-

e)tporfed by dxfferent FTOs. An example of this is hcenses for technology transfer which can ‘v .



® S / ’ o ’ .
" be traded by L_t_s_e__;mm (Mmtstry of Foretgn Trgde) by Yneshtekhnika, or by other FTOs
n
when hcense sales are part of the sale of equtpmcnt 12

[
N - o ' " .
The Soviet trade adrmmstratton can also cause problems. Their enterprises generally e

" lack the aUtonOmy to. part1c1pate effectwcly in cooperat1ve ventures with Western f&rms A
Jo_mt project may tnvolve the jurisdictions of more than one production mtmstry and may
therefore be subject to ,bureaucratic disputes and <lelays. Soviet secretiveness frequently - |
makes it dtfﬁcult for foreign scientists and engineers to v1sxt produetron sites and research
facrhues to acquaint themselves adequately with the Sovxet techmcal infrastructure. In turn, -
Sovxet specxahsts are often ot permitted to spend the necessary‘nme abroad to exchange the

\
Regtonal loyalties are never far below the surface and tend to hamper achtevement of

technolo gy required for the realxzatton of j Jomt pI'OJCCtS

‘ economtc efﬁcrency in the locatton of producttve forces because local leaders frequently place
. I

’< o

it o own area's goals and interests ahead of those of the enttre country. bocal leaders may

e 'be ;nclmed to recommend poltcres technology, and soluttons that best suit their own aims.

Moal party adtmmstrators are Judged partly accordlng to the economic performance of thetrﬁ

-

region. Therefb're they have a vcsted 1ntercst in helping local industries. There may be a’

- confhct mvolvmg both Party anJ State ofﬁcrals 13-

gl

- Soviet planmng agencxes often follow well-defined pohcres which may overlap and

cause rtvalry An example of institutional nvalry is that’ between the industrial ministries
which want more d1rect access to the forelgn market, and the thstry of Foretgn Trade

which guards its authonty under Lemn s decree of 22 Apnl 1918 giving it the monopoly on.f',

\i

’ ‘foretgn trade. 14 Other rivalries 1nclude the Ministry of Foretgn Trade and the State B,

 Committee for Foretgn Economic RelatIons, the Ministry oTﬁnmeginr}ﬂQnahanL and» _.« ¥
@ . S "
R (,G.Qsplan Q_Qs_gp (the State Comrmttee for Material and Techmcal Supply) and thz/State J

Committee for Science and Technology 5 o N
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The problem of regional loyalties was addressed at both the 23rd (1966) and 24th
lties 3 ssed at botl ,

(1971) ’Party ‘Congressgs. In‘;,1_966 Kbsygin censured the workers in FTOs becau§c“ they
"shut ‘themsel\v('es up in their ow’rik.lsphc.’.rc."16 At the 1971 Congress he again ‘poimed out the
necessity ' - | S

for the personnel:of the planning agencies, foreign trade
organizations and industry to approach the question of the
development of foreign economic ties from the position of their&
effectiveness for the national economy as a whole, not fiom the
- position pf an individyal department.

©
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V.‘Quantitative Dimensions of Trade

Up to this pomt much cvrdence has been presented showing the amount of effort
that had been put forth by both Canada and the USSR to promote trade. In th!s cliapter the
results are analyzed. Trade statxsncs of the period 1950-1980 have been Juxtaposed w1th the
trade agreements, pronouncemehts, etc in ordcr to provtde a clcarcr understandmg of
Canadran Soviet tradc

: . .

" On29 February 1956 C. D. Howe, Minister of Trade and Co'mmérce, announcedvin
the House of’Commo’ﬂs the signing of a‘trade-;igreemcnt with the Soviet Union. The
agreemeht provrdod for,qthe exchange of most-favoured-nation status and the |
non- dxscnmmatory treatment of merchant ships whrlc in port. The accord was to be in force
for three years with the"requtrement of both countries’ agneement for any extension Canada
rescrved the nght to—estabhsh values for ordmary and special import duty on any Soviet
product that "rmght enter Canada in such mcre{sed quantities as to cause senous injury ¢o
domestic producers." More 1mponantly, the USSR guaranteed "to purcha$e and takc ehvery

from Canada during the three years of the agreement a total of between 1, 200 000, and

_‘1 500000 tons of wheat" at the same prices and terms which Canada sells to rts

2

other major customers.] : R o | ,
" Howe commented on the agreement saymg

It is reasonable to expect that there w1ll be at least some continuing
 basis for Russian purchases of wheat from this continent, even if
that country should not be short of grain. From the point of view of
trangport, it is cheaper to ship wheat across the Pacific to far eastern
ports. of the USSR than to ship r& overland from the major wheat t
growmg areas in wcstem Russia, : : ,

( Shipments of grain to the 'Soviet Far East averaged around 30-40 % of the grain sales to the

USSR in the seventies.3) Regarding the future of trade, Howe said».there'»was a willingness

to trade by both parties but "toa very large extent, Canada and the USSR export similar
| R 49 ‘
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A

s K
~ - Expofts- - Toml Non Gram % Total % K
lmmns Nnn.ﬂmn ﬁmm . -Expons . Tumover - A.  Tumover- A
1955 9’ - 40 00 . .0 40 49 . - 49
1956 Pg 1.3 4S5 358 .28 - 43 -~ 373" "661
1957 4 23 12.8 151 63 1257 ¢ 19 49
1958 23 30 231 - 261 -;53 <16 284 . 49 -
1959 - 3.1 25 K7 7 182 it 56 . 6. 220377 229
1960 43 110 *-00° 10 153 S 1837, 1537 - .25
1961 3.6 15.1 17.3 324 <187 .22 - . 360 135
1962 24 - 43 00 . 43 6.7 64 67 . -81°
- 1963 3.0 3.2 1912 . 1944 .62 . 7 1974 2846
1964 3.6 55 3964 ¢ 4019 0 91 - 32 40557 108
1965 123 103, 2349 2452 . 226 148 - 2575 .36 -w o .
1966 - 14.0 49 379.1 . 384.0 189 = -16 398.0 55
1967 26.6. 10.6 138.2 1488 372 97 1754  -56
1968 241 6.1 92.4 98.5 302 19 1226 T -30
1969 13.1 7.1 2.5 . 96 202 -33 227 81
1970 94 154  89.1 145 ° - 248 .23 1139 - 402 -
1971 126 154 112.2 1276 ‘280 . 13 .. 1402 . 24 -
1972 14.5 17.1 254.6 2717 316 13 2862 104
1973 20.4 5.1 252.8 257.9 255 -19 2783 -3
1974 18.5 150 95 24.5 335 32 430 -85 . ;..
1975 20.8 04 2620 3024 612 83 3232 652
1976 37.1 52.9 316.0 3689 - 9.0 47 4060 26
1977 35.3 - 439 178.6 225 - 192 12 257.8 37 "
1978 220 128.3 195.3, 323.6 1503 90 345.6 KZ
1979 © 335 180.9 223.6 404.5 2144 43 4380 - 27
1980 - 283  164.8 564.0 7288  193.1° -10° 757.1 73
Mean of % change. 29.28 187.24
Standard deviation 61.25 57129
' Coefficient of variation 2,09 3.08

EN

Sources: Canada, StaUSucs Canada, Imdm[_Canada._Emm_bLCgunm 1955-82.

°r

1 All dollar figures were adjusted for inflation using the 1971 Canadian dollar as the unit of measurement.

Trade of Canada, Imports by Couptries, 1955-82.
Consumer Prices and Price Indexes, 1975-82.
Prices and Price Indexes, 1960-75.
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L e % TOTAL TOTAL % TOTAL %
. USSR+ AU USA A Grain? . - Nop-Gr+ A ~WORLD A
-89 Y 88928 - 16232 - . -11,6818 - - 133050 - .
--37.3 7 661 10,1755 14 . 28590 © 130345 12 152987 15
957" 191 49 96979 -5 16551 - 13,1223 1° 147774 . 3¢
1958 ¢ 284 49 88275 9:.  1767.1. © 12,0384 -8 138055 ' -7
203 29 92538 5§ 16786 = 12,6683 5 14,3469 - 4
153 25 89082 4 1488.6 . 129640 2 144526 1
360 135 . 92950 4 20896 132752 2 153648, 6
' - 767 -81 . 104188 12 18679 14,5172 --9 163851 ' 7
1974 2846 106360 2 ¢ 23184 . 149830 .3 .173014 6
4. '4055 105 12,0043 13 29340 = . .16,890:6 13 19,8248 ' 15
5 " 2575 -36 . 13,5221 13 24512 ¢ 18,8633 12 21316 . 8
6 398.0 55. 157644 17 .2889.1 20 s"-' 11 238766 12 .
71754 .56 174517 11 20776 .. 235MH: 12 256495 7
8 122.6 30 199677 14 1707.3. % .7471- 13. 284544 11
227 . 81 218032 9 . 11867 - 292426 - 9 304293 7
- 1139 402 21,1900 -3 17226 29,5974 1 313200 3
g L 14022 % 226322 1 2111.8 - - 30,8851 4 32999 S
F1972 - .02862 - 104 251979 11 22580 - 34,1618 11 364198 10
,1973° 2783 -3 -.293776 17 - 27240 - 39,8378 17 425618 ' 17
1974 - 430 -85 335884 14 39302 : 464575 17 503877 18
019750 13232 652 32,1699 4 39059 © 443153 .5 482212 - 4
1976 4060 . 26 341775 6 3361.4 46,8086 .6 50,1700 4
1977 2578 © 37 373132 9 . 28767 503946 8 532713 - 6
1978 3456 34 409357 10 28477 1 55269.1° 10 58,1168 - 9
1979 4380 27 46,5537 14 2990.5 634657 15 664562 14
1980 - 757.1 73 453196 -3 42256 - 639288 1 681544 3
Mcanof o 181 Y696 - 7 124. - 69
Standad - 57729 770 . ' o 6.51 _ 6.21
deviation . ' S o e : K _
Coefficient of ' 3.08 L o090 0.89

variation -

Sources: Cahada StansucsCanada. wm@m“nm 1955- 82.'1

1 All doltar- ﬁgures were adjusted for i .
2Camdmngrmnexponsmtakmtobcmesameasgmnmmovex = ('
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- things. The potentxalmes of trade, whtle valuable we hope to both counmes would seem to

~

be fairly limited."4 . . - o

Table 2 (p. 50) shows a jump of 661 % in the turnover (exports plus

‘imports) | of Canadian-Soviet tradé between 1955 and 1956. This is a very impressive

figure; however, it was due almost entirely to the Sovxet commitment to purchase Canadian

wheat The turnover of non- gram trade actually shows a drop of 43%. In that year

Canada-World trade mcreased 15% (see Table 3, p. 51) while Sovxet World trade rose 1%
(see Table 6, PS5 |

The renewal of the 1956 trade agreement took the Conservative government seme |

nme Quesnons regarding it were constantly being pht forth in the House of Commons by |

the Liberal Opposmon and were only answered on 12 July 1960 when Gordon Churchlll

Minister of Trade and Commerce, reported the signing of the protocol renewing the
agreement, "\ ' .'4' et . - A ‘

» -\,
" "1

The new agreement was baswal}y the same as the prev1ous one but w1th two added

provisions. Canada agreed to import half the value of h_er exports to the USSR, and the -

USSR was to buy up to $25 million of goods including not less than 200,000 metric tons of

Canadlan wheat annually S The provision that Canada had to 1mport a specxﬁed percentage

of exports was attacked by the Opposition. They wanted a hrgher noncommmal rano as in -

the previous Liberal agreement.6 However Churchill replied by saying that ", . . the terms
;f the agreement are better than those offered by the }JSSR to any other country."”
Following the renewal of the agreement in 'i960 Canadian-Soviet trade developed
~ as follows. No gram was sold to the USSR in 1960 (l‘lm crop year) however non- gram
'exports grew 4.4 times co ed to the previous year (see ‘Table 2, p. 50). In 1961
Canada's non- gram exportswja-r
is included they were 9 times larger. This was due to Canada not giving a commitment to

purchase from the Soviet Union, but rather allowmg the purchase by private business. 8

4.2 times larger than Soviet’ exports to Canada and if grain
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1955 03 . .04 66.8
1956 02 24 66.5
1957 . 05 13 65.6
1958 .04 21 63.9

" 1959 04 14 64.5
1960 12 A1 61.6
1961 14 23 60.5
1962 05 .04 63.6
1963 04 114 61.5
1964 - 05 2.05 60.6
1965 12 1.21 63.4

. 1966 09 - 1.67 66.0
1967 16 6 68.0
1968 ST 43 70.2
1969 07 7 1.7
1970 08 « ~~736. 61.7
1971 09 42 68.6
) 1972 09 79 - 69.2
1973 06 65 . 69.0
1974 <07 .09 66.7
1975 14 67 66.7
1976 19 81 68.1
1977 16 48 . 70.0
1978 27 .59 70.4
11979 34 .66 70.1

1980 .3(_) 1.11 66.5

bl

. Sources: Canada, Statistics Canada, , 1955-82.
‘ - - — ' mam&eumms '1955-82.
| Price Indexes, 1975-82.
t ’ Eune.s_and_Enne_lndexea 1960-75. .

* Al dollar figures were adjusted for inflation usmg the 1971 Canadian dollar as the ‘

unit of measurement
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Churchtll explamed "The new arrangements provxde a favourable framework for the traders '

and tradmg organizations of the two countnes to establtsh and expand their busmess

relattonshxps "9 As a service to Car\adran businessmen, a commemtal ‘counselor was

assxgned to the Canadian Embassy in Moscow.10” - PR |
' The ﬁrst large-scale Soviet purchase of Canadian wheat took place in 1963 w1th a

sale of 5.7 nullxon metric tons. (See also Table 1, "p. 14.) This can be seen from Table 2

(p. 50) whrch shows an 1ncrease of Canada s exports-of $190.1 million above 1962. Gratn

exports amounted to $191.2 mrllton compared to zero in 1962. Grain sales more than

doubled in 1964 reachtng $396 4 mnlllon From 1963 on a trend was establxshed which

continues thh few exceptlons through the period. endmg in 1980 Gram exports averaged

- $323.4 million per year (not including the years 1969 and 1974 when gram exports were )

. only $2.5 mtlhon and $9. 5 rmlhon respectively.) The period 1963-66 i is ,potable in that o

Canadian- Sovretaimde exceeded one percent of Canada's total world trade. Thls dld not occur

' agaln until 1980 (see Table 4,p. 53) ‘ © .

The Canada USSR trade. agreement was renewed in 1963 and agam in 1966. The

a 1963 agreement did not dxffer in any srgmﬁcant way from the 1960 protocol The 1966__ .

agreement dtffered frOm the earher ones in that it did not include a Sovret comrrutment to buy . e

Canadxan wheat Instead a separate direct agreement was signed between the Canadian -

Wheat Board and Emkmgb (Sovret Wheat El(portmg Orgamzatlon) for Sov:et purchases_

of a specrﬁed quantlty of Canadian wheat ( mne million tons) over the three years endmg in
July1969“ R S N

_ The fourth extensionof the trade agreement was announced on 3 March 1970 to last
‘unttl 1972. The signing followed a dlsast:rous year for the Canadxan farmer. Grain exports to
the Sovxet Union declined drasucally in 1969 to $2 5 rmlhon a drop of $90 mtlllon from the » =
previous year (se; Table 2, P 50), and the World 0 $1,186.7 mrlllon, a drop of $520. 6 )

: rmlhon (Table 3, p. 51) Tlus followed several years of good Sovret harvests (see Tablel
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1966
1967
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~ ( 1969

1970
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1976
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7
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-16
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13
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.83
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193.1 -10

in Millions of 1971 dollars*

11,681.8

13,034.5

13,122.3

. 12,038.4

12,668.3
12,964.0
13,275.2

' 14,517.2

14,983.0
16,890.6
18,863.3

- 20,987.5

23,571.9
26,747.1
29,242.6
29,597.4
30,885.1
#,161.8

39,837.8

46,457.5
44,315.3

50,394.6
55,269.1

- . 63,465.7

63,928.8

Trade of Canada. Imports by Countries, 1955-82.
Consumer Prices and Price Indexes, 1975-82.

Prices and Price Indexes, 1960-75.
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1955-82.

* * All dollar figures were adjusted for inflation using the 1971 Canadian dollar as the unit of measurement.
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p.14). At the time of thc announccment Jean-Luc Pepin, Mmlster of Industry. Trade and

Commcrcc, offered thcsc words; ' C \@‘ e

‘The leader of the Soviet dclegauon has provided the assurance that -
when the USSR has requirements: for the purchase of wheat, the
Soviet buying agency shall, in the first instance, apply to the... -
Canadian Wheat Board. This ensures that the Soviet Union will -

turn to .Canada as a ?referred source of supply of wheat when )
demand arises. [The figures in Table 1 (p. 14§)bear this out.) We .
theré¢fore anticipate, that t}iczUSSR in the years ahead w1ll continue

to be a significant market.

¢ The 1970 extension added emphasis on non gram trade. In Pcpm s words " Thc
two sxdes look to growmg opportunmes to sell an increasing range of products
m 'matenals and manut‘actured goods in-each other s markcts *13 However thc ﬁfth extcnsnon :
signeddn 17 Apnl 1972 reaffirmed Soviet interest in Canadian whcat 14

As can be seen from Tablc 5 (p. 55) the value of Canada-Sovxct Umon

-

tradcv tumover did ot changc vcry much in terms of absolutc value over the ycars rclanv. .
world u‘adc despxtc the many 1mprcssxve prolocols sxgncd between thc two countncs Inthe

' 'penod 1956-74 the value of non- gram trade turnover wnth the Sovxet Union ranged from a-
."'low of $2.8 million to 4 high of $37 2 million, the. avcragc bcmg $17 0 million. From this it
- is not hard to understand the dlsﬂluswnment of C*anad:an busmess with Sovnct trade dunng
thxsnmc % SRR . S )

' In an earlier section on the. Export Dcvclopmcnt Corporanon (Scc p. 36) 1t was .
shown how non- gram trade was promoted by cxtendmg to the Soviet Union a $500 mllhon o
hnc of credit in 1975 In that year Canadlan non-grain cxpons to thc USSR jumped to $40 4 - /\
million from $1§ rmlhon the prevmus year (T able 2 p. 50) an increase of 169 %. From this - '
point on there is a dramanc rise that occurred in two stagcs In the ﬁrst stagc, 1975 77, |
.~ Canada's non-grain cxports to th&Soviet Umon rose to an average of $45.7 tmlhon. a ﬁvc o
| and a half fold increase over the 1956 74 avcragc of $8.2 million. In the second stagc .

1978-80, the avcragc of non—gmm cxports rose to $158 0 rmlhon three and a half nmcs the

e : : . f
tj . 1 ~

LY
vy
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, . in millions of current rubles S
Conads %%  USA %A lmpan % EEC %A CMEA %4 World %A
1955 400 - A9 - 4 35 - J490.8 - 3,056 - 58390 -
1956 240 500 287 31 6 $715517 32205 4 65050 11
1957 118 54 234 .18 154 353 683.019 39753 23 74870 15 _
1958 248 111 277 18 339 120 6650-3 40682 27,7840 4
1959 172 31 3901 41 SL1 Sl 847427 49230 21 94710 22
-1960 137 21 759 94 1239 142 1065326 53433 9 100729 . 6.
© 1961 453 231 675.-11 1616 30 1,1263 6 58374 9 ﬁ,%&‘wo 6
1962 47 90 400 41 2329 44 12176 8 68053 17 12,1380 14
1963 1604 3313 474: 19 2604 12 1,1542-5 7479210 12,8980 6
1964 2965 85 1649 248 3221 4 1,154 0 80547 8 138780 8 :
1965 2400 -19 892 46 3261 1 1286211 83028 3 146100 5
1966 3250 36 990 11 4166 28 1481015 82387 -1 150790° 3.
1967 1870 42 917 -7 4668 12. 1,7351 17 91170 11 163700 9 .
1968 13127 232 895 .2 - 5186 11 2116022 10,1618 11.; 18,0400 10 .
1969 401 70 1596 78 5587 8 2458516 109997 8 19,7840 10. -
1970 1253 213 1609 1 6523 17 25130 2 122839 12 220786. “12 .
1971 1486 19 1836 14 7336 12° 27200 8 130630 6 236580 7
1972 2998 102 5839 218  8854. 21 3,113.] 14 "156805.20 260430 .10 »
1973 2650 -12 14192 143 12155 37 50234 61 189342°21 31,430 20 *
1974 1110 -59 8825 -38° 20020 65 7.831.6 56. 20803059 . 395720 zs,u
1975 4712 325 1,5995 81 19324 4 77366 -1  262435°27 ;50.7041, & %
1976 5412 15 22055 38 21205 10 9193119 28.8193‘"’10;"’ 7 N
1977 . 4173 23715279 -31. 22978 g
1978 3876 -8 18552 21" 23198
1979 4858 26 28371 53 25979
1980 1001.6 107 1,502.5 47 27228
Meanof 18488 - 3472
. % change :
- Standard 65252 .. 7585 )
deviation ‘
fficient of 353 2.18
_variation .
Sources: 30 Let Sovetskoi Vneshnei Torgovli (Moskva Mels
Borys Lewytzkyj, ed., iet Uni
/ G,197), . °~ -
Ministerstvo Vneshnei Torgovh. Y
statistika, 1982);
United Nations,

1958-1981).
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.. Sources: - 50Let Sovewskoi Vneshnei Torgovli (Moskva «Mezhdunarodnye Otosheniia» 1967): |
.+ .. . - BorysLewytzkyj, ed., The Soviet Union: Figures-Facts-Data (Munich: K. G. Saur Verlag K.

G., 1979); o
i Torgovli, Yneshniaia Torgovlia SSSR 1922-1981 (Moskva: Finansy i

Ministerstvo V
statistika, 1982); )

. United Nations, 1955-1980 Yearbook(s) of Intemational Trade Statistics (New York:

© 1958-1981). ' ¢ C- T .
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1956 &l .02,

1957 6.6 . .01

1958 6.1 02 .
;1959 7.0 01

1960 7.0 01-

11961 7.0 .03 T
1962 7.0 0.0

1963 7.6 .10

1964 77 16

1965 8.0 112

1966 7.0 .16

1967 13 .08

1968 o140 . 05

1969 . 7.6 - 02

1970 o 8.0 04 :

1971 18 .05

1972 - [ 83 .10

1973 - | . 93 .08

1974 11.0 03
1975 j 140 - - ° .13 |

1976 R 15.0 .14 e .

1977 16.0 - 10 0

1978 : 16.0 09

1979 ‘ 18.0 11

1980 | -~ 200 - 22 | ‘
Average , 9.7 J , ..08 ~ :

. / {

(New York: 1961- 1985)

2t Sov v" (Moskva «Mezhdunarodnye Otnosheniia’1967); "
Borys'Lewytzkyj, ed iet Ui - (Munich: K. G. Saur Verlag K.

-'G.,;1979); .

. Ministerstvo Vpeshnei T@rgovh W(Moskva Fmansyx
statistika, 1982); | ' .
United Nations, Mmmmmﬁum (New York
1958-1981). _ . L ‘ ‘



5 19:7'5-77v"‘average 45.7 million) of _Canada'”s non-grdin exports.to -the Soviet Unioh and
 nineteen times the 1956-74 average (8.2 million). Furthermore, the total for 1978-80, $474
" million, exceeded the total for 1955- 77 $296 million, by $177.6 million: It would appear
then that the EDC's hne-of~credrt scheme showed some success. - !
! Thus by ttself Canada s non grain trade wrth the Sovret Umon 1mproved |
cOnsiderably over the 1955 1980 period. However Table 4 (p. 53) shows that in 1980 the |
percentage of Canada's non-grain trade with the Sov1et Uthl‘l still amounted to only 0. 3% of -
"Canada's total non- gram world trade; and the totalaurnover in trade- 1.11%. Thts last figure,
represents the ﬁrst time since the 1963 66 period that Canadian- Soviet trade has exceeded the
‘ one percent- mark Furthermore, grain sales stxll amounted to 74. 5% of this trade Table 3 (p:
51) shows that Canadas trade with the world has a coefﬁcxent of vanatlon of 0. 89%
_mdteatrng that it grew at a fairly steady pace over the years 1955- 80. Canada s'non- gram -
trade has a coefﬁcrent of variation of 0.90% showrng that it too expertenced steady growth.
The second thlng to .note is the share of US trade wrth Canada. whtch takes -up
approx1mate1y two-thtrds of Canada s trade It grew at exactly the same average ‘annual rate :
. - of 6 96% and~had a ooeffrcrent of |

. ‘ iﬁt
observanons reveal a degree of consrstency in foretgn trade, From 'Fable 2 (p. 50) the

of 1. 11 mdlcatmg steady growth These

mstabtltty of Canadas trade wrth the Sovret Umon can h: seen from the coefficient of
-vanatton of 3.08 for total tumover For non- grain ‘turnover the coefﬁcrent of vanatronls
2.09. Even thlgh there was an_ average mcrease in total tumover of 187. 24% and an
g overall mprease of over 15 000%, the Sov1et share of Canada's world trade turnover
exceeded 1% only ﬁve times. The seemmgly random increases in trade must be attnbuted o,
the mtermrttertt demands made by the USSR on Canadran gra.in supphes e .

_ L Sovaet trade ﬁgures (Table 6 p 57) conﬁrm these same trends i m Canadtan Sov1et ,

trade The trade between the two countﬁes ﬂuctuated more (coefﬁclent of variation of 3.53)



than between the USSR and-any other country Or group'of countries shown in the table. As a

rule the Canadian share of Sovret trade was below l% (Table 7 p. 58) 'I‘,rade with the

countnes of the Council for Mutual Econormc Assxstance (CMEA) played a dominant role,

accounttng for approxtmately SO% of the trade The European Economic Commumty (EEC) _

came next, Trade with Japan, the Umted States, and Canada was much smaller. It should“ |

also be noted that 'Soviet trade turnover with the CMEA, EEC and Japan rose at a much

steadxer rate than did Sovret trade with etther Canada or the United States.

A country's trade tumover‘ asa perCéntage of its'GNP (Gross Nat'ion'al Product) or

its NMP (Net Matenal Product in the Soviet case)15 1ndlcates the i tmportance of forelgn trade
_ to that country Table 8 (p 59) shows that after a small decline in 1956 59 Canada's foretgn
trade grew at a’ steady ratg from 28% of GNP in 1959 to 48% i in 1980 an increase of 71%
and an average of 32%. It is clear that foreign trade is very tmportant to Canada. Over this

same penod Canada ) trade with the Soviet Union grew from .05% to 54% of Canadtan

GNP but still averaged only 0. 21% of Canadtan GNP Thrs ‘very . small ﬁgure mdlcates g

,»"\ {

that trade with the Soviet Umon is qutte msrgmficant for Canada. | ;;f B .

Table 9 (p. 60) shows that the forelgn trade share in the Sovxet NMP lS relatlvely

small compared to Canada's share in her GNP It was around the 7% mark dunng the late L |

1950s and 1960s Only in: the later sevenues drd this ﬁgure start to go up reachmg 20% in

-511980 The i increase of 228% is unpressrvé buf 1t still shows less dependency on foretgn trade ,

compared to Canada About half o) thts‘ﬂade was with member counmes of CMEA The

; -percentage of Canadran txade in Sﬁvret NMP is even less than the percentage of Sovret trade 3

in Canada $ GNP averagmg about 0. 08% (Sovret trade averaged 0. 21%;of thc Canadxan -

R ) ’f . : ey B

IRV 4
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Canadian-Soviet trade did grow over the 25 year period involved in this study.
However, as the evidence shows, the trade did not develop quickly nor to an apprecxable

. level But itdid grow cnough to provxdc ground for hope for the future. - v '

‘.
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End notes 5

1Canada, House of Commons, Debates 29 February 1956,2: 1661-61.  °
2ggnms 18 April 1956 3: 3041,

3Carl H. Mchllan Canadas Postwar Economic Relanons with the USSR- An

Appraisal, mQ_anad_a_LSmg_B_glgms_]gm ed. Aloysws Balawydcr (Oakville,
_ Ont.: Mosaic Press, 1981),p 144,

* 4Debates 18 April 1956, 3: 3041, . _ ~ «
 SDebates 12 uly 1960, 6: 6104, .
SIbid., pp. 6104-19. | .
" 7Ibid., p. 6105, | _—
81bid.
2Ibid.

1

101bid., p. 6106. .
McMiltan, Canada’s Postwar Economic Relatjons, p. 136.
12Canada-USSR Protocol Renewed, International Canada 1(Match 1970): 67.

‘13Trade Pact with USSR, !n;gmggg g Canada (Apri 1972) 67.
14Canada-USSR Protocol Renewed, p. 67.

e
-

o &) 15Gross Nauonal Product- GNP- is the value of all goods and serv1ccs produccd by a:

country during a given period.

Net Material Product- NMP- is the value of all goods produced and of services used '

64

in manufacturing the goods in a year. It does not include financial, governmental, or personal 5

services.

iy

e

-
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Scnem:e and chhnofqu, also known as INDEXAG Thxs was
' ,Canada=USSR Genera{ Agrwment later in 1971 the Canada-Sovxe o
- en the Flnancxng of Canadlaen Goods ;

@ » o , V1. Conclusion

-~ Trade between Canada and~ the Soviet Union has ’grown slowly since the Second

P

withdrew the Soviet Union from the sphere of international trade. Adding to this isolation'-- N
"\‘;vas the West's decision to establish the Coordinating Committee on Export Control,.
COCOM 1n order to mvoke -an embargo on the sale of strateglc 1tems to the communist .

countrles of the USSR Eastem Europe, and Asia in 1948. The Cold War, which lasted to

World War. This is due to a variety of reasons. In the immediate post-war period Stalin

the early 19605 served to msull a hlgh degree of suspicion and Hostility in both thc East and

the West. In the Canadlan House of Commons both the Liberals and the Progrcsswe -

trade. - ;- S ‘ o oy

, K g -
After the death of Stalin and the emergence of Khrushchev» the attitude of the Soviet o
Union regarding trade with the capitalist states of the West changed noticeably. In Canada,_f

v_two countries. The first of many trade agreements was’ slgned in 1956 grantxng-

most-favoured-nation. status to the USSR. The t):nefits ansmg from this agreement were not. =

[4]

large but there was hope A start had been made. N
The tensions of the Cold War began to ease in \the rmd 1960s culrmnaung

a a decrsxon of the Canadian govemment in 1966 to actlvely pursue a policy df

"‘r

i viewed g a means to facilitate the growth of better relanons between the two countries. To’

this end was sngned ‘wl Agreement on C00pcratlon in the Industnal A 'phcaaone of:' L

- ”%%;'
0 Jmu ;

. Conservatives were susplcxous of the intentions of the QSSR and were hesnant to prpmote:.,-;;j

the Soviet purchase of wheat and other grams opened: the door tb greater contact between the o

B

rapprochement w1th the Soviet Union. Trade between Canada and the Soviet Union was . - |




Long-Term Program of Economic, Scientific and Technical Coopcration in 1978. The

66

purpose of these agrecments was to increase contacts and understandxng between (fanada '

o@d the USSR, and to promotc scientific and technical information cxchangc and trade m
‘2

non- gram commodmes,
Trade did not expﬁnd greatly as hoped for in the period 1964-1980 and there are

several reasons why The two countnes depend toa largc extent on the exploitation of their .

natural resources. Henccthclr\ cconomlcs are more competitive than complcmcntary Dtstancc

mtcrfcres with tracﬁe and thercforc it is much easier for Canada to trade with the United

States, and the USSR to trade wrth Europc than for Canada and the USSR to trade with each-

other. In additiori the structure of Soviet trade administration is not set up for thd efficient
" operation of ‘busmess transactions. - \ '
Also, Canadas economrc ties thh the United States plziy a key role in limiting trade

' w1th the Sov1et'0mon. The branch plant systcrn enables the Umtgi States to control some of

Canadran industry unofficially through the American parent company and ofﬁcrally through '

the U.S. Trading with the Enemy Act of 1917, COCOM further restricts Canadian trade with

the Soviets by limiting the types of technology available for sale to the Soviet Union,

.In Canada there is a colmnumg assumption that economic and cultural relations and

exchanges will introduce more freedoms and democratic ideas into Soviet society. The Sovict; ,

Union i in tum is quite wﬂlrng to help Canada in terms of prcfercncc in grain and other tradc
Trade would ease East-Wcst tensions and some of the strong ann-Sovxct feeling in the

Canadlan govemment

‘Thei 1mportance of tra,de to Canada and the USSR rests in its polmcal use to advance

- _ mutual undcrstandmg and better rclanons Underlymg the public pronounccmcnts of trade

agreoments, wheat sales, and exchanges is the polmcal basis for trade relations bctwccn the _

* twocountries. If all the benefits of Canadian-Soviet trade are considered then it can be said

t . . . S ’
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eos (SN . ' e ) . o ; G N JRERE . i .
that trade between the two countries is important for political reasons. Canadian-Soviet trade,
-if ineffective economically, did nevertheless maintain a continuous ‘dial\pgue between Ottawa

‘and Moscow during thé, period 1964-1980.

’e

~ Ido not see any great chahgc in Can Soviet tradmg pattems m the forcsceable

future At the present time each country occupies @bout one pcrcent of the other's total trade
Even if the trade were to double, it would still amount to about two percent, an msxgmﬁcant
amount. Furthcrmorc 1f ‘we consider only non- graln commod\txes thc amount of
Canadian-Soviet trade becomcs very small. . |
‘) N‘I do not mean to say that there are no opportumnes for a Canadxan exporter in the |
“Soviet market because a buyer who does not now xmport fronr Canada is still a potential-
¢ customer. Whether a potential customer becomes an actual customer depends on how much
the Canadian busmcssman wants the’busmcss There are some Canadxan compamcs who
havc done this but they are small in numper and should be con31dercd ona case-by-case
' basis and not as mdxcatwe of any tmnd | | | . .
As pointed out in this thesis there are numerous dlfﬁculncs facmg the Qauadlan
~ businessman. Canada must compete with Westem Europe for the Soviet markegq?ies hard to
beat Western Eux:bpe on the basis of price or availability. The only alternative is to be f
innbva_tivc. As is often repeated in trade journals, the Canadlan businessman must be willing

to take risks &nd devote more resources to research and dcvc)%Pment, and this is a trait for

o
¥,

which, with few exceptions, Canadians are not known for. i g;? o R
: . raed

o
$~
A
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- Appendices

Four pbssrble alfemauves for Canadran trade policy were suggested An 1960 by H.

L Macdonald lecturer-m Canadtan polmcal economics at the University of Toronto There

' could be a move toward multllaterahsm. which would entatl the lowenng of tradmg barriers SR

| - with'} all wrlhng nations. A safe optton, it w. hot restnct any nation's tradmg pracuces”and' o “ﬂ}: :

would prob@ly have some posmve éffect” ‘on. Canada's forergn relauons The oppcmte, o
v’ouldu‘vbe to. wrthdraw behmd protecttomst bamers and become an econormc island. Thxs |

* would mcreaseﬂfg %nse of mdependence, but.also Canada srsolauon W wou§d probably. B

| . lower the standarﬂ ‘of. lg}ﬁg by an tmacceptable amount B L

. A move toward econormo unren* wr‘ihe Umted States has many good arguments ‘A

Canada &ught lose 1ts polmcal mdependnce 'ﬁug isa very p%ehy proposmon to Canadrans -

and any polmc1an who has advocated freer trade with the Amencans sﬂrtmg w,1t‘ﬁ Laung A

has 105t elecnonsl ’However it should be kept in mind that the Umted States 1s a huge, .

dynarmc market whose free access to could raise Canada's standard of hvmg ‘ 5, B "
IS SRR
The Iast optton, a move toward mdre cobperatlon ‘with the European tradtng blocs @P’ v‘

«would reassert Canadas prewar . tradntg pattems wrth its once-colomal masters There

wedrﬁ_strll ties whtchcould psoxe useful in the farge European market The goodwrll Canada

.

hadeatzned dunn g World War o eould heIp generate trade. A,s always there was concem in -
the Canadran govemment about the trade deﬁcrt with the Umted Statesyand the expansron of

exports to Eumpc and elsewhene wasa way to cover thxs deﬁctt.2 . .
' Dunn the relatrvely prosperous srxtles'Ganada's trade pQucu:s assumed a lo'w‘- .

-
. 3, “r
2

,proﬁle untrl 19@ when a Whltc paper on Cana;la s forergn poIrcy was released emphasrzmg

oo

"‘ the dtvem-ﬁcatron of ‘Canadlﬂan external relanons Followmg thrs, Présrdent Ntxon s lO%;i o
surcharge mvoked in August 1971 ‘prompted further debate on Canada's vulnerabrhty to the " 5

o P
" American market culmmatmg in Michell Sharps arncle, Canada US Relauons Opnons,' o

—
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_ The first optton o : fdo-nothmg policy, stmply mamtam the status quo wnh'*
minimum pohcy adJusmlnts to- adjust to changmg times. Private busme?\@uld be the’r

determxmng factor i in cbntmumg the laissez-faire- economtc polxcy The govemment could

| ~ help'by completing , ,' av -nati oyl thh all wrllmg nattons‘--
~ .and by removing anybureaucratw obstacles to ncs - . : |
, | A%gve toward closer Canadaan mtegran_ R ‘e"é“s-tétes was the. sec“ond. r
o opth As gd above (p A 3
- . of a bnghter eqonormc f'; . b"ght be possxble to effect a compromxse between the

o polmcal and econonnc i . E $ yconcludmg closer economtc agreements on a sectoral or:.,._, ;
the example of the Auto Pact. It would protect Canada -
v B

SR comprehenswe basxs follw e
F’ A agamst future changes i in Amertcan worId trade: pohcy but n'ngamst US domesnc pohcy, |

/ - although there would now. bc a stronger Canadta,n voice. Trade wi J}) thu;d parttes would be .

g tegr,a“h:ght prove to be m:everStble for Canada but

The jﬂf_g__Qp_m_ was&modtﬁcauon of the first However, there was to be a '’

concerted effort to depend less on the Amencan market It was to be n{ade clear to the Umted

- restncted A big- possxbxhty is th

_ not for the Umted States

oot
4

!ﬂ‘?a e mes that thts was not aml-American- that 1t was to be a move toward other countries and .
SR nOt away from the Umted States The change would be that Canada s relauons thh the rest
o of the. world would expand but not at the expenSe g; Canadxan-Amencan relauons 4 T p }
,. %" ‘.f_' Trade Mthzithe Eastem Bloc was, to be pan t)f the thlrd optton Development of - |
RO rw:lauons the Soviet, Umon would demonstrate Canada s detenmnauon to have 1 forergn
: . pohcy milmdependent of the United States S Canada s trade wrth the: socrahst bloc was -
' well below the average m relauon to other Westem mdustnal countnes and therefore below ;

potenttal 6, (See Ta’ble7 p. 58.)

) ‘ Dtefer;baker had had a study done in the late 19505 on tlte feasnbxlityvof the thtrd ’.\
”a - ) P . . . V* ) Dﬂ’ o “"

St )

s



.y

W J,J‘

v i - Opuon and found that the estabhshed contxnental trade pattems were. too great to change

3

Flfteen years later the sarne idea was loqked at agam (by some of the same ybple who had

done the prevxous study) and came out with the same result— Canada was a anh Amenc

: country mextncably tled to thwmted States. 7

~ :t'. ... This desu'e for chang 5t Canadtan-Amencan xelatxons was felt not on.}tyam Canada 4

Presxdent Nxxon dehvered an address to the Canadlan Parhament in Apnl 1970 The topxc b o

ry

v was the. scparateness and mdependence of anada and the Umted States and was call’ed the

N%ed a clear-sxghted approach to Canada-US

relations and perhaps upwittingly, te ‘Can

" ,’

s third option.
‘P

. "~ Itis time for Canadians and}Amencans to move beyond the
T sentimental ghetoric of the past; . . . to recognize that we havg very .
separate idehtities . . ffand]’ s1gmficant diferences. . . Mature
: . partners must have autonomous independ licies; each ‘must
- “di  define the nature of its own intefests; the *emepts ofiits own )
L security;the path of ifs own progresses . )
i +No self-respecting nation can or should accept the &posmon that
oot shonﬁd always be-economlcally dependent- upon any other
& nation.’ ‘ ) . s

o, .
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v gl | , -
02H L Macdonald C‘nada s F‘orezgn Economic Policy, mmm_:hg_ﬂggglmﬂ 20
(November 1960): 1-15. The trade deficit with the United States existed in all the years of

‘Jw I . P

» . Sec

J l}ﬁs_m_a_zmmm:s Autumn 1972 gp RS e ’

41bid, pp. 14-19.

, e - aw‘ n 5 L

SCarl H. Mchllan Cunadas Post%dr ”Economtc Relauqns with the USSR-An

"

© this study qxcept 1970-73 and 1977- 78 dnd averaged (usmg given figums) $617 5 nnlhon a
Cyear, .

.74:,

Appraisal,, mﬂanadmﬂis_o_nﬂ_&dmmmg ed. Aloysius Balawyder (Oakvnllc, :

@

6Dav1d St. Charles, Canada and the USSR Part I, S_Q\Lmﬂumun_d_ﬂadg 4 (17
March 1976)

Ont.: Mosaic Press, 1981), p. ‘5~

.
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: erﬂmnent of Industry and Cornmerce tlus trade had been neghglble Alberta also drsagreed
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Canada's grain trade wnth the Soviet Umon is 1mportant to the Alberta farmer since

Alberta produces approxtmately 30% of Canada s grafh 1 However, Alberta’'s non-grain

A gxssyery small As with Canada, grain exports are the dommatmg factor in Alberta-Sovnet
e
tt‘ad& ucoubtmg for 95, 3% of total traﬁe turnover for the penod 1971-1980. Dunng this

v "endd Alberta Was‘ Gq the average responsrble for 23% of tom&!anadran-Sowet ,

*. ‘
' "'\,A,Q * The Canada-USSR INDEXAG was meant pnmarlly 4s a means to exchange

gechmcal mformatton with trade as a possible by-pmduct From the vrewpotnt of the Alberta

Wi th‘e federal govemment 3 program-for export market development which requtrfd

bus;ne'ésmen to have specrftc; items to sell before they could receive assxstance The
rL- .

mment thought Albera " bbsinessmen should find out the needs of the Soviets and

NG e
.

workmg relations with the USSR Ministry of Foreign Trade, foreign trade orgamzanons ‘

'ctiont'omeet these needs.-'2 e

1t was rec ized by the Albe vemment that federal initiatives were influenced

by the exlgencies of polmcal strategy whereas the Pfovmce was more mterested in sausfymg

the needs of its industries. In meetmgs between the Alberta Trade sts;on to the USSR and

Sovret ministries connected with the petroleum mdustry, INDEXAG was consrdered an

obstacle to trade by the Albertans 3

e 7 3

The Alberta Department of Busmess Development and Tourism had established .

(fto s), and technical mimistries (011 \(.las, Pipeline, Construction). The purpose was to -

expand Soviet awaréness of Albenas technological capabtlrttes.4 Trade missions to the

81 :
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Table 10: Alberta's Trade Turnover with the USSR Millions of C olla .
"'.": e "l » ! o ' .
- Alberta  Non- . % of Total* % of % of Canadian
7,800 3.2 ° .038 352 .45 27.1 e
8,800 6.2 =~ .068 823 .93 - 29.4 .
11,100 006 .000 . 779 .71 26.9 .\ C o
15,300 1.2 007 30 .02 .. 100 [ETT -
18,600 8.6 048 95.1 .. Y 226 - '
21,700 15.1 069 1413 65 ' .. .7 256 . - ‘
24,400 1.5 - 033 894 36 "24.8 . I
27,900 2.3 011 108.6 .39 9.1 I
34,400 3.2 009 1333 39 . . 173 Lo
41,700 7.4 .019 408.1 .98 . 26.7 B
. S . o , #
S e , oo . ' e SR 4
. - & . . ’ . Y sl
- Sources: ; . Alberta, Economic :Development, Alberta Industry and Resources 1982 »¢
N « . - -Edition, 1983. ‘.. | - . e
' " Alberta Exports to the USSR (A Comparison between 1971 and -

1972 Exports Laden in Alberta). Acc. No. 84,310, Box 4, Alberta’
Provincial Archives Edmonton, Alberta, R B
Canada, Statistics Canada, dda,
" 1973:1980. - ' A
——«Trade of Canada. Imports by Countries, 1974-1980. . < -
— - Grains and Oilseeds Review, December 1978, December, 1982,

*Prior to 1982 graih-gxports were not attributed to the grain-producing provinces due to the
bill-of-lading method of detérmining origin of good. Therefore Alberta and Saskatchewan .
were not credited with grain-exports, and Manitoba with only a portion. By using statistics.
from the Grains and Qjlseeds Review Alberta's grain exports were estim#@pat 28.5% of
Canada's exports for the 1971-1977 period and 31.2% .for the 1978-1980 period. These «
. figures were used in caltulating thesabove table. - - o R
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) Sovie:‘th Un{on were organized on a sharT cost basis with private companies. The
.government \v‘ould pay approxlmately hdlf of the costs and make all travel hotel, and
meeting: arrangements andealso assist compames in the preparauon and shtpment of sales

literature and sarnples.5 Albénta’s oil 1ndustry would play a large role in these-trade missjons.

|-
Sy
1

B The Sovﬁ need for Westem oil technology was recognized as eatly as 1967 when a
Canadian delegauon v1sued the USSR The empha,sxs- at that time. was on West Slbena

Problems of producm g oil thereare suuilar to the problems expenenced in the Canadxan

" north and mclude transportation, chmate. terrat distances to markets. Soviet

. K
‘ ‘4 , ) N . ”?\.

:technology also offered some possx%hues for Can :
Under INDEXAG was formed the 011 Workmg Group with subcomrmttees bn

“"h{»x?a I3 “&Ts @i

drilling production, reservoir; and heavy oxl In;: latel972 A S. Murray, of Esso- Resources »

Canada L}d . was asked to head the subcomrmttee on gas. Muiray formed a group of 25
\people and recetved a Sov1et delegation in March 1973 The Soviets were glven a complete
tour of Canada's drilling operations with visits to exploratory dnllmg ngs in the far Arcnc- «
Rﬁsolute Bay, Cambndge Bay, and lnuvxlt— and throughout Alberta Papers were presented
at seminars by both pames ‘The vxsxt lasted almost three weeks and ended with a protocol

\
descnbmg what had p;en done and an invitation to the Canadtan group for November

1973 - i' ‘,‘ ’ N s ', ‘ ;ﬁ -
o Also in early 1973 was & ws‘tothe Soviet Union by a delegauon from the Qnadtan -

’ Gas_Processtng Supply Men's Assoclanon At thetr meetmgs it was revealed that a

T conkiderable pqtenttal market for gas processmg equlpment existed in the USSR Thc
em in this was, and 1s,“that the Soviets like to buy complete plants and such pl‘O_]OCtS are
tool ge for Canadtan companies. American and West European com anies therefore

[L I )

*  received this busmessr Exceptions to this trade wete the valves, enginedfand compressors

[ 3
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required for'the' huge gas transmission lines.8 . o %

Soviet officlals stated to the Canadian delegation that they were not xmerested in

. purchasmg engineering. Any cng1neenng firms desiring to do work for the’Soviets wouldq

have to join up with'an equipment manﬂfacturet They were, however. xmpressed wuh .
‘Canada's knowledge of sour gas proccssmg, and low temperature constmcnon and operanon
of equipment. > - ‘ ? \ ,

The vxsxt to the SOcht Unfon in November 1973 by the Canadian Subcommmee on
Gas was led by Murray and consxs‘ed Of four experts in the dnlling field, a representative of ':-
the government from Ottawa, afid *n mterpretcr Asin Canada technical sessxo(ns well held

and papcrs given. The dcleganon travelled to Kuybyshcv Baku, Nizhnevartovsky, Sochx 3

.~ and the Black Sea area, and to dn'lhng operatwns in the arctic. ﬂ \

\
One of the results of thgvxsn was }he proposal by the Sovxets of having. a well

k)
drilled in the Soviet arctic by a Canadlan group. In turn, the Canadians listed seventeen 1tctps ‘
.that they liked about Sov1et drilling technology, one of which was the turbodrill. A pmtocot .

was drawn up dcmgnaung the techniMf drilling in pelnafrost and the demonstranon of

o

the turbodrill as cooperatlve pro;ects 10 ' ; - o
‘&

In February 1974 an Alberta trade mission went to the USSR. Duing this m

was found that the Sovxets were interested in technology and eqmpmcm for arctic drilling i m

“permafrost and offshore on ice, and a.lso in drilling eqmpment for anllmg off Sakhahn .

'Island Other areas of i mtercst were: decp well dnllmg equlpment draw- WOrks, dnll, tools, e,

enhanced recow:ry equxpment dnlhng n\ud hxgh pressure pumps and: va,l’

vchxcle‘k..matenal handlmg équlpmcnt speolal tools, lme pxpe and ca:lwﬁ
In May of 1974 2 deleganon of the: Sowet Qil Mxmstry vxs;ted Albena as part ‘of the
Oil Workmg Group under INDEXA(S Their objecuves were to degmonstrate Sovxet drilling

~technology and to dnll an oil well and several designated portions of wells in Western

. Y
i ’ . * » )
5 Y v ' ‘ ' ' ° :



mEbodnu and.compared drilf bits and @ ,’

., oﬁnted by CDRA mcmbers 14
ot

Canada using the Soviet turbodrill adapted to Canadian drilling ngs@ |
m:esngated avaxlablc equipment such as pumps. lifting works, and derrick sizpqg
necessary alteranons to Sov:et a\d Canadian equipment for the adaptano ‘
turbodrill. They visited repair faﬁmes and inspected specnal tools neededg

ling fluids and studied possible #hi

-'Novcmbcr 1975 five Soviet, spccmhsts came to Canada to carry out the pcn‘rncntal

turbodnllmg, ﬁmshmg in May 1976. The Calgary based Canadlan Drilling Research
Asspciaqqn (CDRA) was to observe and assist vmh the projcct which was rcstncted to. wells

+ The CDRA was formed in Apnl 1974 and consisted -of fourtecn Canadfan oxl
cxploranon compames. a dnllmg bit company, and a ‘n‘cctmnal drilling company (Sge

7 Appcndlx,p for dist- of rncmbcrs) Their objg,cnve was to improve drilling. <fficiency. '
.Ahhougﬁ CDRA s charfer allowcd {thcm to work with any country, they oﬂﬁorked with

the gk 15 The CDRA. planned to drill one or two wells in the Soviet arcuc To enable the

Qﬂ
CD specxahsts to use Canadian cqmpmcnt Global Tradmg Co. of Calgary sold 2$9.7
mxlhon package to V/O Machmoexporl.lﬁ . -

’t
Thc Sovxets provxded a basxc dnllmg rig. Evcrythmg else came from Canada

- Supphers from the Calgary-Edmonton areg included: Atco ‘(camp equpment) anco (stecl

fabncauon), Barbcr Industnes (casing and fabrication), Import Tools (hncar cquxpmem), ,
Lxstar (heaters and boxlers). Nonhwon‘l‘ent and Ammg,P&rm—Tcst Manufactunng, Wagncr

:
‘n,-

Industkal (choke mahﬁq!dp},%m Rock thﬁﬁ;Oxlwell $upgly dmgron of U S Steel

' | Hahbundn Semces ng (oilwell cemenung), and Rucker Petrolcum Scmcos (Canada)
', Global supphed a complet: mud system.17 ‘, . - : '

' ‘1’ .

\
bqulpmen( arrived at the sne in the USSR m June 1976 and preparatow work
begun Under a schatc services contract Helton.Englnecnng Ltd of Calgary began drilling .

AN

v tne test well, Vozei 4100 (located north pf Pechora), in July 1977. Approximately sixty

g -
» / Bt .
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Canadians worked on the well which was compjgged in March 1978.18 * 1\<

There was great hope that the dnlfiﬂg exchange would lead to a major {m in the
‘ form of a $500-$700 thillion order from the USSR for orl and gas manufactunng equtpmenta

The Sovrets were building the world's largest sour gas plant in the Astrakhan gas field in

41 ¢

Srbena the cost of which was esnmated at $1-1 25“ bﬂhon 19 It was reported that "because

of the CDRA s excellent relanonshtp and cdﬂnecnons w1th the.Soviet Union, various

3 -

- Canadian compames [had] been rGQu,ojted to submit bxds "20 v ’
" Several factors encouraged Al;)erta firms. They I'Jad experrence at workmg in harsh ‘

clxmatrc condmons and the technology and experience beeded for sour gas plants. It was

.~ possible that cold. war polmcs such-as Carter's embargd of American technology in 1979

could hinder c0mpctmg bldS Another factor was the $500 million line of credxt extended to

the USSR by the Export Devefopment Corporatlon (See p. 36.) This was elpful in another 3
way m that the Sovrets encouraged German and, French firms btddmﬁ for work to bt!y‘ .

Canadian serviccs and products 21 Unfortunately, very lrttle trade resulyed 22 ‘ | o | ‘

. ' i
, - ¥
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Amoco Canada Petroleum Co Ltd
Aquitaine Co of Canada Ltd
Chevron Canada Ltd
Dome Petroleum Ltd
Esso Resources Canada Ltd
. Hudson's Bay Oil & Gas Co Ltd
Mobil Oil Canada Ltd B
- Norcen Energy Resources Ltd
~ Pacific Petroleums Ltd  , .
- Pan Canadian Petroleum Litd
- Panarctic Qils Ltd
Petro-Canada
‘Shell Canada Resources Ltd
Sup Oil Co Lud '
United Directional Drilling Ltd
Western Rock Bit Co Ltd.

Atco . ' -
Barber Industries . .-
DI'&CCO . o RN
‘Global Trading Co
Haliburton Services Ltd
+ Import Tools :
- Lister
- Northwest Tent and Awning
Oilwell Supply, Division of U.S Steel

Rucker Petroleum Services (Canada)

' Wagner Industrial
Western Rock Bit
‘A O‘
Ay ’
\ 4
7 ~ ) ey

7

.Service QQv mpanies who traded through the CDRA

- Camp equipment -

Casing and fabrication

~ Steel fabrication

General services, Mud system
Oilwell cementing :

. Linear equipment
~ Heaters and boilers

Choke manifolds

&

W
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Turbodrill- offshorc, onshorc, whcn adaptcd to Wcstem use proved to be mefﬁclent, in its
. Sovxct form it is very cffgcuvc and could be used in the Canadxan arctic but isn't

| Mumm dnll pxpc- snll an cxpcr(mental project bctween France and the Sov1et Umon

P

Mcthod éf usmg an air cushion to movc a dnllmg rig -

' Techmqucs in runmng and ccmenung casmg

‘ Modular dc51gn of dnllmg rig equlpment

Vi

: Automatic drill stnng handhng equlpmem- mcrcases safety and reduces manpower nceded ’

, _Amﬁmal dxamond‘_blts ——

-Dnll plpc shps - :

' Dnlhng large dlamctcrholcs- two turbodnlls in pa.mllel . I &
‘Dnlhng fluids - ' I o |
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EMEC Trading Ltd

- Established: 1973 : -
Locations: Vancouver, Winnipeg' : . ‘
Ownership: Energomachexport- 95% ‘ e L , -
~ Canadian- under 5% T
Activities: Markets, services, and installs Soviet turbmes, gencrators, and hydrofoxls
Sales: 1985- $1, 500 ‘million
Management‘Sowet but with threc Canadxan dm:ctors

Morﬂot Frelghthncrs le

Established: 1971 as a 50-50 mixed equity company, prcscnt structurc cmcrgcd in 1975
Locations: Vancouver, Portland, Scattle : | N

Ownership: Sovinflot- 95% ' ' '

' Canadian- 5%

Activiti‘es: Shipping
Sales: 1985- $13,000 million .
- Management: Soviet president, Canadian vice-president

*

Socan Aircraft Ltd

‘Established: 1975 aftcr 5 years of negotxatlons, closed in 1976
Locations: Calgary

‘Ownership: Aviaexport- 67% : ‘ ‘
' International Jet Air (wholly owncd by Allarco Devalopmcms) 33%

. Activities: Modify, market, and service Soviet Yik 40 [passenger jet aircraft

' Sales: None, company closed up after failure to get aircfaft certified :
Management: Chalrman, chief executive officer; president, and general managcr were
- Canadians; two vice- pres:dents were Sov1ets '

Belarus Equlpment of Canada Ld

Established: 1972 as joint venture bctwcen Traktorocxport and Satra Corp (US)
Locations: Toronto, Montreal, Moncton, Regina, 120 déa.lers

Ownership: V/O Traktoroexport

- Activities: Market and service tractors and farm machmery

Sales: 1985- $9,000 million

Management: Canadaan chamnan, Soviet pres1dent and chlef executive officer

—rae
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Stan-Canada Machinery Lud

- Bstablished: 1972
- Locatiens: Toronto, Montreal
- Qwnership: Stankoimport
- Activities: Market and service in

Stankoimport in North America

Sales: 1985- $3,740 million -
Managcmcnt Canadian chmfman

- &
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June 1942- Diplomatic relations establi'shed; active cooperation as allies.
Mid 1940s- Cold War brings relations to low ebb. )

29 February 1956- Trade Agreement between Canada and the USSR for a penod of three
- years. Most- favoured nauon status given to USSR.

2

18 Apnl 1960- Trade Agreement extended for a penod of three years,
16 September 1963- Trade Agreement extended for a period of three years
1963-64- First large-scale Soviet purchase of: Canadtan wheat.

o 1964- Agreement srgned between Atontic Energy of Canada Ltd. and the Sovret State v
. Committee for Utilization of Atomic Energy for cooperation in the peaceful uses of
nuclear energy. ‘ v

1965 The USSR acceded to the Paris Convenuon on the Protection of lndustnal Property -
This was followed by substanual pt(chases of Western ltcenses

- Agreement sxgned between the Department of Energy, Mmes and Resources and
the Soviet State Committee for Sc1ence and, Technology for cooperation in the
metallurgical sector ' ' :

LY

. ~1966+ Canadian Cabmet approved a recommendatxon for negotiation of a comprehensive
- agreement with the USSR on cultural, scientific, technical, and other exchanges.
Later, Paul Martin, Secretary of State for External Affairs, visited Moscow Agreed:

that negouauons should promote such an agreement.
A}

20. June 1966- Trade Agreement extended for a period of three years, limited to a srmple
’ : exchange of most-favoured nation treatment. A

-

1966 67- Hrgh level exchanges
- Soviet parucrpauon in Expo 67

21 August '1968- Invasron of Czechoslovakra, momentum of relatlons broken. Soviet moves'
“to resume mterchange

1969- Soviet Forelgn Mlmster Andret Gromyko visits Canada, returning the visit of Paul
Martin, then Secretary of State for Extemal Affarrs, in 1966. *

1970- Whlte Paper on foretgn poltcy emphasxzmg 'Thmd Opuon "

3 March 1970— The 1956 Trade Agreement is extended a fourth time for another three years. A

April 1970- Visit by D. M. Dvishiani, deputy chairman of the State Committee for Scxence
and Technology gave 1mpetus to agreement ort industrial exchanges. ’

¥
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October 1970 Prime Minister Trudeau s scheduled tnp postponed by "October Cnsxs" in
‘ Quebec

- 21 January 1971- Agreement between the Government of Canada and the Government of the
USSR on Cooperation in the Industrial -Application of Science and Technology
(INDEXAG) signed in Moscow. Agreement to last five years. ‘

17-28 Ma‘y 1971 Vtsxt ot e Minister Trudeau to the USSR
19 May 1971 - Protocol on Consultations and a draft of the GeneraHExch}nges Ag :
. At LM

(later signed i in October) st ‘. - ‘
Hanges - u

7 Apnl 1972- The 1956 Trade Agreement e; tended for another three years Provrded nQ
Soviet commitment to purchase a specific quantity of Canadian wheat but the Sovxets
would look first to Canada for future wheat v ..

)

October 1971 Premter Kosygin's visit to- Canada Canada-USSR Geny .,
. .Agreementsigned. .

197 uly 1974- Kaiser Resources Ltd. of Vancouver sxgned an agreement with the Mxmstw of -
. Coal Industry in the USSR, Formulated as a protocol to the INDEXAG Agreement,
it provided for a Soviet visit to Kaiser Resources mining operations to study the

. possible applications of Soviet technology there and p0551ble apphcanon of Karser
technology in the USSR.

.9 May 1975- Canada USSR Protocol of Agreement on the Fmancmg of Canadxan Capital
' Goods, Equipment and Services (extended to September 30, 1979)

September 1975- Sovxet Foreign Mxmster Andrei Gromyko visits Canada.

1975 76- Exchange of delegations between the USSR Supreme Soviet and the Canadlan
- Parliament. = -

27 January°1976- Automatic renewal of INDEXAG for a period of five years.

14 uly 1976- Long-Term Agreement between the USSR and Canﬁda to Facxhtate Econormc,
Industrial, Scientific'and Techmcal Cooperauon fora penod of ten years.

- The 1956 Trade Agreement extended for another five years, "
16 August 1976- Announcement that the Export Development Corporation would lend up to
: ~ $8.1 million to support the sale to the Soviet Union of drilling rig components under

the Agreement between the Canadxan Dnlhng Research Association and V/O
Machmoxmport. _

-April 1977- Long term program for economic, industrial, scientific and technologrcal
cooperauon between Canada and the USSR workmg groups set up. N

: "29 May 1977 Alberta Premxer Lougheed left for a five week tnp to the Sov1et Union.

26 October 1978- Long-Term Program of Economic, Scientific and Technical Coo ration
between Canada and the USSR tmplemented the provxsxons of Article VI of- the 1976 :
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agreement which in three annexes listed fields for further development.

‘December 1979- The Soviet invasion of Afghanistan affected trade and cooled relations.
Canadian grain exports would continue as-to contract and would be no higher and no.

lower. Advantage of the Amei'icgn grain emba. > would not be taken.

1979- Protocols have been fcgularly issued at the end of meetin'gs,of the mixed cémmissions
- established under INDEXAG. There were four such meetings (1971-76) and as of
the end of 1979, the mixed commission created by the long-term agreement had met

twice.



