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.
The export of Canadian uranium historitally hss been motivsted by two policy

ob/ect/'ve's. Canada has sougit to establish an effective supplier based imernstions! .

Y %

regrme to cogtro/ the proliferstion of nuc/ear weapons or weapons technology, and

thereby enhance the security of the imternstionsl community. SMIV Caneds hes -

endeavoured to realise the full economic benefit of being a nation on the /eading edge
of nuclear technology and a major supplier of uranium to the world's mark_efs. This
study uses Stephen Krasner's ‘statist approach’ to foreign pol/icy to idemify a triangle
of forces which act in the formulation of foreign policy, arisimy from domestic
/mterests, international determinams and the éoa/s which the <tate has set for itself.
U/:ir,rme/y, the Government of Canada, through the Prime Minister and Cabinet, was
able to use its absolute contro! over the domestic nucfear industry, including uranium
production and export, to press for the establishment of an effective regime of nuc/ear
safeguards while also crean"ng 8 stabl/e economic environment for imternational nuc/ear
trade. , _

Much of the strategy designed to xhievej these goals centred upon the integral
re/ationship of Cenada’'s par}/c/pation.u'n the /nte}n:t/ona/ uram;bm carte/ and the
Nuc/ear Supplier's Group. There is a fundasmental relationship between the price of
uranium_and the salegqards which are placed upon its transfer. This study suggests
that a continuation of the operations of the international uranium cartel to 1978 or fqur
years after its reputed demise, offered Canada the opportunity to comrol these two
factors simultaneously and thereby reslise its goal of establishing an effective
non-proliferation regime while still maintaining its strong market position. The
co//apse of these organizations during & major confrontation with the nations of the
European Community signe/led an end to Canada’s position of strength and its
unitateral push toward 8 secure jnternstionel nuclear market.

This Qudy examines the role of the state in setting foreign policy gosls and
how the relationship of the stste and its society affects the formulation and

impl/ementation of pol icies desi gned to achieve those goals.

v -
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- l. Introduction .

Canada 1s a world leader in the development manufacture gnd supply of one of

the worlds most dangerous technologwes. That technology is. Fowever ‘one which also

provides one of the worids few operstional aiternatives to our diminishing stocks of

petroleum as a rsadily-avaisble energy source Acting as the purveyor of a ta:hﬁii:k:gy of 7
such ::av:nsequgﬁc:e carries with it some weighty responsibilitias These obtigations often
sre not articulated in the normal business of government by any specific group. nor are
they clesrly enunciated in law or economics However. as with commitments to

deveiopment assistance. human rights, or long standing alhances. they exist in the minds

“of policy-makers and represent a salient force in the determination of their decisions

The Government of Canada has recognised thesefashgaticﬁs in the exporting of

" uranium. Furthermore, as a responsible member of the international commuruty. Canada

has pursued corfsistently a policy of ensuring that nuciear technology is used only in the
mterests of peace Ths position rgc’;ﬁir’as some sacrifice on the part of Canadisn industry
in the form of lost sales and bureaucratic mpediments to the free flow of commerce As
a result there 15 a distinct confiict of interest between the government's position and that
of industry It 1s one representative of the persistent and pervasive dnefnma in the
formulation of foreign policy of how best to reconciie the competing demands of tha
various segments of society and still emerge with a policy which ultimately serves the
general interests of the society as a whole . - .
A responsible nuclesr export policy must reconcile two major ob)ectives ! :ﬂitiiﬂ .
an exporting state must ensure that by its act. it will not endanger its own security or m{t
of the international community Specifically. this means that implicit in the ixﬁ@ﬁ'pahéy
must be adequate safeguards to ensure thst the export of nuclear materials does not

contribute to the proliferation of nuclear weapons. through the diversion of those

non-governmental actors. or by the crraspansibla or rn:dcau:ta suparwsuan of
operstions which llléws the possiblity cf a nuclaar ‘accident Secondly, the export pahcy

must faciitate the full realisation of the economic benefit which may sccrue to the

! Eru:g (:1 Dﬁlfﬁ lﬂd R‘:&b;n W. Morrison, ads., Canadian Nuclear Policies, fontrasl .

* The Institute for Research on Public Policy. 1980
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exporting state through the sale of nuclear materials Am.a
Hence the central policy making body 1s faced with a fundamental contradiction

On the one hand 1t 1s recognised by even the staunchest opponents of the axisting

non=proliferation regime, that is. the prevailing system of international control, that tha
proliferation of nuclear. 'wespons is ganerally undesirable and a threat to tha interasts of
not just a particular section of the international emlty but tatﬁa world as a
whola? { ’

Eéﬂsnégﬁﬁg the devastation that would be visited: upon all mankind by a

huclear war and the consequen: need to make avery affort to avert the

danger of such a war and to take measures to safeguard the security of

peoples. [there i1s a beliaf] that the proliferation of nuclear weapons would

seriously enhance the danger of nuciear war '
Thus Canada's adherence to the principle of non-proliferation of nuclesr weapons in its
nuclear export policy is a response by Canadisn foreign policy makers to the needs of
the international community and consistant with Canada's historical internationalist
p!gfs&éc;tivg

On the other hand however it 1s the declared objective of Canadian foreign

policy to be the "extension abroad of r?tic;n:l policies” and to reduce the "ovaremphasis
on role and influence obscuring actual nntareéts "t The Canadian nuclear industry. with
anual sales of about S1 billion, empioyed 31.500 pecple in 1977 directly? y\}vth an
additional 54,(3@9!]633;69@2!‘!53?!’2 upon it¢ Canada has estimated reserves of 838000
tonnes of uranium with an :pprémm;ta value of $55 billion (at an average price of $65/kg
(s30/Ib)} of which 90% is available for export Five thousand peopls are directly empioyed
by the uranium mining industry, mainly in isolated communities with no other local industry
or aiternate exploitable mineral deposits” However. the significance of the Canadian
nuciear industry lies not only with its current profitability, but with its very existence The

Canadian nuciesr industry 15 representative of the high technology, innovative

! Hedley Bull, "Re-thinking Non-Prohferation,\ /nternstiona/ Affairs (London) 5 1(Spring.
1975) 77-79 An interesting contrasting arguknent in support of universal proliferation
can be found in T.C Schelling. "Whqg Will Have the Bomb", / nternationa/ Security,

1 1{Summer. 1876) > j ' )

' Treaty on the Non-Proliferatio of Nuc/ear Weapons,1 July, 1968 Preamble

‘ Foreign Policy for.Canadians (Ottawa informati8n Canada, 1970)

* Leonard and Partners Ltd. Economic | mpact of the Nuclear Energy /ndustry in Canada,
(Ottawa: Leonard and Partners Ltd. 1978) - '

¢ Sanjay Banarjee. ‘The Economics of Canadian Policy’ in Doern and Morrison, p. 68

' Banarjee, p. 68
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manufacturing sectors upon which Canada must depend if it is to reverse its declining
nternationyl .revenues from older. more lsbour ntensive, low technology snd foreign
controlled manufacturing industries' The Canadian content of a nuclear power facility is
approximately 30%.’ the tachnology 1s virtually all of Canadian origin and after the orignal
purchase of a Canadian mstallation is made, the customer is locked into peripheral
facilities of Canadian design Therefore it is of the utmost importance to a large segment
of the Canadian economy that the mnterests of the nuciear industry be supported in
C:t;das foreign policy and the vast sums of public financial assistance invasted in the
d:ﬁelapmght of the :ﬁdﬁstry!‘ be recouped through international transactions.

There is a direct relationship between the level of restriction which is placed on
exports of nuclear materials in order to ensure their use for only peaceful purposes and
the economic returns which accrue to the exporting state from the sale of those
msterials ' Therefore, there is 2 balance to be struck between the pursuance of a &éffhy
international goal, ;pm with non-specific beneficiaries, and th; real costs to the
this conflict to which this study is directed
The Study of Canadian Foreign Policy

Canadian foreign policy can be characterised by its observance of polite
tr;;;itii,:ﬁs N both its execution and analysis. Throughout Canada's history as an
independent actor in the international community, particularly in the paétj wfpe;-iad up to
the d;c,ifis of the sixties, foreign policy was subject to rules and assumptions which
permeated the thinking of practitioners and critics alike Strangely, however, wﬁtiﬁgs on
foreign policy have b_ggﬁi largely without theoretical structure and have focused upon
independent elements of foreign policy in a descriptive manner while failing to question
the veracity of these more or less scsaptgaﬁgditieml assumptions.

;R.W. M;:FF;S;BFI lﬁd élé Wonder, "Canada’'s Nuclesr E-!ﬁéﬂ Policy”, in Doarn and
Morrison. pp. 103-108, see also "Report of the Senate Committee on Science and
Technology (The Lamontagne Committee), A Science Policy for Canada, 3 Vols. (Ottawa:
information Canada, 1970-73), for a discussion of the need for innovation in Canadian -
zﬁéld;:nrtr}’ée. p 72 ‘

!* Aimost S6 billion between 1965 and 1977, see G. Bruce Doern, Government
/ntervention in the Canadian Nuclear | ndustry, (Montreal Institute for Research on

Public Policy, 1980) p. 25
U See Infra. Ch. IV



This somewhat imprecise analytical approach was engendered and encouraged by
the ﬁbﬂll;iﬂtmﬂi%t perspective!’’ which has dominated the formulaton and
interpretation of Canadian foreign policy “[Thel liberai-internationalist perspective
prédictions than as a flud collection of assumptions and beliefs flowing from a small set
of central themes !’ The longevity of this perspective is no doubt attributable to the i
universality of_its acceptance. This approach 15 epitorrused by the practise of foregn
policy  exercised by LB Paarson  and in the interpratations  of
practitioners—turned-analysts such as John Hoimes'* The great similarity of conceptual
foundations thus facilitated a concurrence between the official and the ﬁly’tic;l views

of events!* and hence leaves littie room for debate This perspective stil prevais in the

[ I 7 7 . _
analytical Iitersture’* but has been substantially eroded n the contemporary practise of
foreign. affairs

The fiberai-internationalist perspective places Canadian foreign policy solely

" within the sphere of international relations, quite exciusive of Canadian domestic policy.
-

Foreign policy from this point of view 1s formulated as a response to international
determinants and subject to Iittfe influence from Canadian domestic pressures. Decision
makers then set policy for Canada as an international actor in reference to its assumed
capacity as a ‘middie power'!" with ‘functionalism’ as the determinant of participation in
the international arena, and a 'search for world order through the establishment of

multilateral organisations as its long term strategy. Policy formulation however. is the

_preserve of a foreign policy elite, as it

12 The typology of Canadian Foreign Policy perspectives used here is that proposed by
D.B. Dewitt and J J Kirton in Canada as a Principal Power: | nternational Politics and
Foreign Policy ina Chg@%ing G/obal Environment {Taronto. John Wiley and Sons,
Canada, forthcoming 1982) Citations are taken from the manuscript of Chapter |

13 Dewitt and Kirton, Ch. |. p 27 - '

14 gee John Holmes. 7he Better Part of Valour: Essays on Canadian Diplomacy, (Toronto.

McClelland and Stewart, 1970) and Canada: A Midd/e Aged Power. (Toronto McClelland

and Stewart, 1976) : o

15 sse James Eayrs. /n Defense of Canada, Vols. 1,2,3.4 (Toronto University of Toronto

Press, 1964.1965,1972,1880) e '

1 Peyton Lyon and Brian Tomlin. Canada as an /nternational Actor, (Toronto. Macmillian,

197&), Peter C. Dobell, Canada’'s Search for New Roles: Foreign Policy in the Trudesu .
Era, (Toronto: Oxford University Press, 1972). and Michael Tucker. Canadian Foreign

Policy: Comtemporary |ssues and Themes, (Toronto: McGraw-Hill Ryerson, 1980/

17 ). King Gordon. ed., Canada’s Ro/e as a Midd/e Power, (Toronto Canadisn Institute for
international Affairs, 1966) i



- 1s 100 sophusticated and professional to be generally accepted or
understandable to a public which does not comprehend the compiexities.
which impastiently wants ible success, and which 1s unduly influenced hy -
1dealist standards of moral absolutism 1 .

Opposing the liberai-internationalist view is that of the peripheral-dependence
perspective’ which gained some prominence n the sixties and became an established
snatytical framework in th.\seventies The peripheral—dependence perspective has its
roots in the bolitvcal sconomy of Canadian economic deveiopment from a neo—Marxist
perspective which depicts Canads as a . nation .pmtrn?d by American capital, thus ‘a
victm of the neo-colonial and hegemonic ambitions of the United States. and

characterised by a lack of national and cultural sovereignty The peripheral-dependence
| perspective encompasses a wider field of literature with a less hard-line Marxist
interpretation’’ svolving from a nationalist stance concermed with regeining domestc
control over economic and social decision making Thus. writers using this perspective
have focused primarily on the failure of Canadisn decision making processes to effect
changes in the domestic structures which they purport-to govern™

The peripﬁeralv-dependence perspectiv; places great emphasis on the leverage
applied by external actors 18 decision making on both domestic and international issues
This results in a foreign policy which is routino'and acquiéﬁcent to the interests of
foreign, .e. American. capital Policy is less responsive to domestic ‘mteras;s and thus the
role of the govemménnl decision—-makers is reiatively pass;ve and always compliant.!
There is no q&estion that in a variety of specific issue areas. the empirical base for this
perspective is quite sound’’ and has caused a corisiderable cr‘nge in the priorities of

- - ————— ———

1 Dewitt and Kirton; Ch |, p 45

1Y the exception being Leo Penitch, The Canadian State: Political Economy and Political
- Power, (Toronto. University of Toronto Press, 1977)

! in economic policy, Kati Levitt, Si/ent Surrender: The Multinational Corporation in
Canads, (Toronto: Macmillian of Canada, 1970). social and cuitural policy. Garth
Stevenson, "Continental Integration and Csnadian Unity”. in Andrew Axline, et al, eds.,
Continental Com ity? | I ndependence and / ntegration in North America, (Toronto.
McCleliand and Stewart, 4) and in military policy, John Warnock, Partner to
Behemoth: The Military Policy of a Satel/ite Canads, (Toronto New Press, 1970)

1n Dewitt and Kirton, Ch |, pp 53-60.

11 See 7 he Report of the Royal Commission an Corporate Concentration (Ottawa, Minister
of Supply and Services. 1878) and Robert J. Bertrand. Director of investigation and
Research, Restrictive Trade Practises Commussion, Department of Consumer and
Corporaste Affairs, The State of Competition in the Canadian Petroleum /ndustry, .
(Ottaws Minister of Supply and Services. 1981) See also Annette Baker Fox, Alfred O
Hero, Jr. and Joseph S Nye eds. Canada and the U.S.: Transnational and
Transgovernmenta/ Relations, New York Columbia University Press, 1974)




Trudeau in 1968 was undertsken during a period of buiiding nationalist fervor and its

recommendations refiect the need to counter external influences in setting foreign policy

go.'s_u
The major thrust of Trudeau's foreign policy mitiative was to reduce “the

overemphasis on role and influence obscuring actusi interests™* and B estabiish a
foreign policy which -is "the extension abroad of nat»ond pohcies™.?* its gosis to be
"spelied out” by the government of the dsy according to “its progressive definition of ..
nitional aims and interests."** This move to implement foreign policy on the basis of
"‘ctioml, reaistic and attanable goals, which sttempts to find solutions in the -
international arena for domestic Canadian problems, rather than acting under perceived
roles or expectations. brings to the fore a perspective which has permested foreign
o policy decisions throughout Canada's history
The realist perspective’” has not had a distinctive articulation in Canachan foreign
pohcy literature unti! recently because of its lack of theoretical structure and thev
dominance of other. more ideoiogically based. perspéictives.

Although the realist tradition has formed the underlying premise of a
consider sbie amount of the historical writing and prescriptive snalysis in the
field, it has yet to emerge as a school of thought with a systematic set of
themes, concepts and research Qquestions, a dynamic body of research
nquiry, and an attendant group of adherents forwarding its conclusions in
policy debste *

‘Whilq several igsues in Canadian foreign policy have been soived on thé basis of

- v ———— — —— ——

' A Foreign Policy For Canadians. (Ottawa Minister for Supply and Services, 1972) snd
the impiementation of the priniciples of diversification from American mfluences in
Mitcheil Sharp, "Canada-U.S Relations: Options for the Future'. /mnternational
Perspectives, (Autumn, 1972) '

™ Foreign Policy, p 8

1 Ibid

* Ibid. -~

" It 1s necessary at this point to depart from the typology currently in use Dewitt snd
Kirton propose a concept of foreign policy analysis which derives from. but1s
considerably more refined than the more %eneral realist perspective. Drawing from the
works of Peter Katzenstem "Introduction Domaestic and International Forces and
Strategies of Foreign Economic Policy” and "Conclusion Domestic Structures and
Strategies of Foreign Economic Policy”. /nternational Organisation. 31 4 (Autumn,
1977). Peter Gourevitch, “The Second image Reversed The International Sources of
Domestic Polities’. / aternetione/ Orgenisetion, 32:4 tAutumn. 1978) pp. 881-911,
Robert Kechane and Joseph Nye, Power and /nterdependence: World Politics in
Transition (Boston: Little Brown. 1977), and Stephen Krasmer. Defending the Nationa/
/nterest: Raw Material Interests and U.S. Foreign Policy, (Princeton Princeton
University Press. 1878) the precise focus of the complex neo-realist perspective is
ingppropriste for this broad survey of the literature

* Dewitt and Kirton, Ch | p 13




concrete and pragmastic realities. and have often been well documented usuﬂy as case
studies or diplomatic history. it was not until the foreign policy review that this approach
was enunciated as the overarching principle of Canachan foreigh policy.

The realist perspective has s roots n the great power theorists who strass such
factors as national interest, power and capability as bemng t;g..pﬂrﬂax determinants of
outcomes in the mternational system?' Thus grounded in the larger concept of
politics. s perspective of Canachan foreign policy is concerned primarily

with Canadas ability to "defmne, advance and secure distinctive national mterests, through
competitive actions directed st potential adversaries abroad. and through the promotion
of a world order directly supporting this gxgrbasa" ¥ Although compatible with the

-observed behaviour of participants in the interngtional system. this general orentation is

not particularly useful in the study of foreign policy as it assumes states to be unified
actors with claarly g;umcnztsd policies and a single perception of the national interest
However, when domestic policy formulation processes and outcomes are defined
in terms of, or are compatible with the concepts used by mnternational theorists the
realist perspective provides the opportunity to integrate the study of foreign policy into
the wider study of international relations. By identifying the national interest. potential
adversasries and ther relstive capabilities, and the world order whuch will forward those !
interests in terms of domestic policy considerstions, the theoretical structure of the
realist perspective is strengthened considerably It further enables a range r;f orphaned
research areas to be subsumed under a single ééﬁ;@tuﬂl‘ heading For example, few
studies on Canadian foreign policy recognise that there have been severe disagreements
within the government over a particular issue.’ that the government may have acted
illegally or in a clandestine fashion to serve its own interests at the expense of others, or

that there may be economic imperatives to ostensibly moralistic decisions. Foreign policy

* Hans Morgenthau. Po/itics Among Nations, 3rd ed.. (New York. Alfrad A Knopf, 1963)
and more recently, Hedley Bull, The Anarchical Society: A Study of Order in World
Politics, (New York. Columbia University Press, 1977) ,

¥ Dewitt and Kirton, Ch |, p 77 7

W PR. Johannson. Nuc/ear Experts and Canadian Foreign Policy. Unpublished
Manuscript, 1981, Ch L p 17



voice of a nation so nic:e;sry to the conduct of international affarrs. Foreign policy thus
becomes the nexus batwéen domastic and international processes, wherein the flow of
complex transactions between state, substate and private actors are regulated in order
that these diverse and often independent relationships follow a course consistent with
the national mterest , i

The followmg study 15 designed to exbieré the relationship between the precepts
of the internationsl power theorists, specifically nationsl interest and capability, and the

analytical framework usad to guide this investigation is Stephen Krasner's 'Statist
Approach to foreign policy.!? Krasner attempts to intagrate the analysis of foreign policy
iNto the wider field of international relations by applying a state centric concept to the
toreign policy formulation process. Under this conceptualisation, the 'state Jpecomes an
éﬂti;y with a will and a purpose of its own, creating a triangle of contending policy
1f§reg§: international determinants, éaﬁ?ﬂic interests and the goals of the state Krasner
definas tha na?t;t:rﬁal mtarast as the céﬁﬂstént policy preferences of the cgﬁtril dazis»;m
making body*’ rather than an objective definition set s*;;ut in terms of ‘what 15 good for the

nation. In pursuing these interests, the state will encounter resistance from both

domestic and international actors™ and thus the ability to implement policies in suppert of

state and non-state actors within and external to its own society **

Under this ‘statist image of foreign policy, the reafist perspective acquires a

definition of terms which often have been used in a nebulous or srbitrary fashion The
analysis of Canadian foreign policy has most often been 'a thing unto itself' with little to
L3 -

Foreign Policy, (Princeton Princeton University Prass. 1978)

B Krasner, p 13

" Ibldgp'p 10-11 : )

1 thid For 3 simitar perspective on the relstionship of the state to ‘domestic and
international determinants see /nternational/ Organisation, 31 4 (Autumn, 1977) with
special attention to the introductory and concluding articles by Peter Katzenstein
'Introduction. Domastic and International Forces and Strategies of Foreign Economic
Policy” and "Conclusion Domestic Structures and Strategies of Foreign gét:ﬁéfﬂi: Policy",
and Peter Gourevitch, "The Second image Reversed The International Sources of '
Domestic Politics”. /nternatrona/ Organssation, 324 (Autumn, 1978) pp 881-911

-
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bind 1t to other mvf.éal approaches to foreign pqlcy analysis’s or td the wider study of
ir;ternational ;elctions The typical amlyt:cgi q:pfoac:h‘to Canachan foreign policy. and most
prObbly'the fna;or ca@se of tho's,'concgptual‘ isolation. has been the pro_mmént use of
case studies wnhout theoretical structure. particularly in those investigations which might
fall .under the restist perspective The use’ of the statist approach to organise and
structure the considerable amount of daté uncovered in case studies. ahd a flexibility
“which allows 1ts abphcatron across the range of cases subsumed by the reatst
perspective, i1s a valusble step toward developing a systematic approach to the study of
Canadian foreign poticy. _ )
The Case Study snd the Stﬁdy of Foreign Policy
In the study of fé;reugn policy. the Luso of the case study approach hic falien into

disrepute. "One remarkabie quality of . [case studies] = has been ther faire to provide
cumulative knowledge about the class of events they mveshgaté."” The major criticism of
the f:ase study 1s that its detailed empirical analysis of a particular situation is t;nable to
offer much n the way of higher levei abst}pctaons ] | |

Generalisations fade when we bdk .at the particular- caspé.' We adci

intervening varabie after ntervemng varisble: Smce the cases are few in

number. we end with an explanation talored to each case The resuit begins

to sound quite idiographic or configurative r .
This 1s largely true in many case studies w‘/here. h»gtdrncal accuracy. rather-than ;xplanation
Is the chief concern and littie effort s made to .prdvido propéositions which‘may be-
apphed to other situations** In aﬁemptmg to dfaw ‘wider conclusuof\s,. a< number of
incompatibilities arise from the dif‘foring initial assumptions made in each case. ‘Dispar'm'os:
aise in the adequacy of expisnstion Sought. whether it is to investigate the internal
consistency of events or a relatidnshp to propositions external-to tho‘ situation; the
r;prosenmivmss of the case. that i1s' if the case can be considered' to be an
occurrence of a more general phenomens Of a case truly unique in its own right. the level
of analysis from which the case is appro#ched. and the boundaries of the case or the

- —— - ———————— — ———

% A Llesr exception to this is Thordarson's use of Brecher's model, proposed in Michael
‘echer, Blema Steinberg. and Janice Stein, "A Framework for Resesrch on Foreign ‘

" Policy Behaviour”, The Journal of Conflict Resolution, 13 1 (March, 1969) see
Thordarson, note p. 6 :

" CF Hermann, Crises /n Foreign Policy. (indianapolis Bobs-Merill, 1969) p. 21

3 Sydney Verba. "Somd Dilemmas i Comparative Research” Wor/d Polities, 20:1

{October. 1967) p 113

** Hermann, p 40
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selection of events deemed to be significant m the analysis* If the purpose is to
generate scientifically verifusble hypothesas. these disparities are often reﬁs:ed to . a
general rule you canngt generalise from a single case The coroliary of the rule is that a

case study cannot be used for a scientific test of a hypothesis uniess stated in universal

-~

terms (i.e. in ?réry case) "

- The 'study of foreign policy s not however, blessed with consistent,
homogeno&zs criteria by which to Fﬂusu'a and evaiuate behaviour Nor 1s tﬁe study of
politics at a stage where its theoretical structures provide hard and fast rules of political
performance. At best it can provide only probabalistic soiutions. Thus. “a single case can

conétitute neither the basis for a valid generalisation nor the ground for disproving an

estab/ished generalisstitn.”*! Therefore. the individua! case study makes its greatest
contribution when| used to refine and improve theoretical questions Jrough a systematic
comparison '

similar case studias :
The sttraction of the case study as an analytical t¥hnqug 1S 1t§ intensive

exploration of the considerabie amount of data usually inherent in individual cases. Just
getting the facts straight by chronicling the characteristics of the subject ﬁﬂaegrq;hve)

or wenufying the structures m s systemic analysis {configurative) is of enormoys

importance in any examinition! However to axplan the bsﬁviw.,'fm;cyan, “or

existence of charactefistics of the subject under investigation requices refersnce to

some generalised principles even if only to varify its Uﬁimﬁg-ss“ To this intensive

exploration of the data. then, a general law or theory is applied in ardir Ié,.iﬂtﬁ‘ﬁfits .

organise snd explain the data "By showing that [their] existence couid hiya bain inferred -

- either deductively or with a high probability - by applying certain \aws of "msvurs:l or

of . statistical form to , specified ﬁtg;@é&ﬁt eircumstances. " the

** GD. Paige, The Korean Decision, (New York The Free Press. 1968) p. 10-11 -
¢ Hermann, p. 40 :

** Arend Lijphart, “Comparstive Politics and the Comparative Method®, Americen Politi
Science 'Rejview, &5 (1565) p. sz-uimhasis added) , iad
*? The typology used here is that put forward by Harry Eckstein, "Case Study and Theory
in Politcal Science’, F|. Greenstein snd NW Polsby. eds Hand book of Political Science,
Vol 7. (Don Mills Addison-Waesley, 1975) - -

“ Verba, p 114 o

** C.G Hempel. Aspects of Scientific Explanation and Other Egsays in the Philosophy of

Science, (New York: The Free Press, 1965) p. 299

L
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“disciplined-configurative case study* serves first to expian the svent under scmimy
and second. to further validate the applied theory

This structured analytical approach affords a comparability among cases which
dllows a more systematic examination of cases and their analytical structures Case
studies are so ordered that a large number of important characteristics are sufficiently
simuilar that they may be treated as constants, leaving those varables of concern more
clearly dentrified for analysis. Further, new characteristics become apparent which are _
neithar constant nor initially under examination, thus opening new avenues of axploration
The imtensity of analysis undertaken in a case study reveals a grest deal of data When
orgarsed under a single theoretical construct, numerous comparative case studies offer
the iterative possibiities ﬁecass.gm'y for an effective and directed theory buiding process,
with asch additional stﬁd'y both valdating or revising past work, and developing
prehminary hypotheses to facilitate exploration past previous theorstical boundaries *’

This case Study of Canadian nuciesr export policy includes facets of each of
.these lév-;ls of analytical approach Initially the study describes the nternational uranium
cartel with regard to its role in the setting of Canadian uranium export poiicy. Sgcéndiy,‘
ltf"ni behaviour of the Government of Canada in the formulation of that policy, \;Vi" be
interpreted within the terms of a theoretical framework n order to contribute to a more
systematic examination of Canadian foreign policy
The Study of c:iﬁ:gi-n Uranium Export Policy

The seventies were tremendously exciting years in the evolution of Canadian
nucfir expart policy, bggvnmng in 1972 with the secret formation of an :ﬁtammgnal
ursnium cartel india exploded a nuclear device in 1974 which led to renewsd attempts by
beth Cm and the internstional community to astablish an effective mtarnatuaml
non-proliferation regime and thus the establishment. lgmn in secret of the Nuclear
Suppliers Group in London. an organisation of major exp@ﬂmg countries with the
objective of implementing a system of supplier imposed restrictions on the anﬂ use of
nuclear technology. The Indian blast also spurred C.-fnﬁ.: 1o astablish strict cenditions on -
the espaﬁ of nu«:le:r ta:hnalagy more ngarcus than any other suppiier n:tn:n thus

“ Verba, p. 114
** Alexander George and Richard Smake Deterrence in American Foreign Policy. T heory
and Pract/se (New York. Columbia Unmgrsrty Pr-n 1974) _
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phn:nﬁg a considerable handicap on the competitive ﬁr&sﬂmn of the Canadian nuciear
mndustry _

Uranwm has been selected as the focus of the study because of its capacity to
aCt as a responsive mdicator of the economic impact of foreign policy decisions in this
area Uranmum s the basis of !"m nuciear programs and Canada possesses approximately
20% of the world's known reserves. The uranium market as with the nuclear market in
general, is extremely competitive While the demand for uranium is price inelastic. as fuel
prices form only a minute fraction of the capital costs of nuﬁlar faciiies. the supply of -
uranium s extramely sensitive to price fmf;m;timi Furthermore, the suppiier based
export restrictions add considersbly to the real costs incurred by consumers in their
purchases of uranium Therefore the number and size of sales, and the prices paid for
uranium act as extremely responsive long term indicators of the reaction of the
sntﬁrﬁitnaﬁ;i market to various policy mnitiatives taken by suppher states

Uranium has also been selected in order to mnvestigate the virtually unexploread
role of the international ursnium cartel as an instrument of Canadian nuclesar export policy.
The uranium cartel, composed of the gevarﬁmcﬁts of Austraiia. Canads. France, South
Africa and the massive multinational miwng compeny, Rio Tinto Zinc, based n the United
Kingdom. 1s known to have operated from 1972 through 1974 but may have caﬁtimgd in
existence untii 197B. During that period it commanded absolute control over the
international uranium market through a rigged bidding system The cartel was exposed in
1976 through the theft of confidential documents from Mary Kathieen Uramum, an
Australian subsidiary of Rio Tinto. which came into the gaésgssnén of the Austratian
offices of the Friends of the Earth, an internstions! environmental orgsnisation. The
documents were ultimately fefw.irégd to the American House of Representatives
Subcommittee on Dvarsughts and lﬁvastugnans of the House Standing Committee on
lntgfstits and Foreign Commerce. which held hearings n 1977 Despite its psbln:
dhsclosure. however, bath political and economic lnalysts h:va c:cmtma to nwa or
down pliy the existence of thenc:.artm in investigations of nuclear policy ;

_ Cwm,w- m:lytu: writing on the subject of Canadisn ursnium export until:
most reesﬁtlv has been very sparse However, undim domestic issues pertaning to

nuclear export policy and the international conditions which prayail upon those issues
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have been discussed in a spate of recent publicstions deaiing with Cansdian nuciear
policy Bruce Doern has exammned the domestic political and aconomic questions In
Government Intervention in the Canadian Nuclewsr /ndustry and, in partnership with
Robert Morrison, these questions are approached as they relate to the broader economic
and political environment, including their inernational antecedents and ramifications. in
~Canadian Nuclear Policies. Roft Johannson, n a forthcoming book, has undertaken an
policy utiising a bureasucratic bargaming model*' examining the positions of various

' of the decision making structure of the Canadian’ nuclear axport

concerned government departments, agencies and crown corporations to establish the
major actors and influences which have stimulated policy directions and past policy
changes ** Finally. Constance Hunt* and 10 a lesser degree James Keeley." have taken a
strictly lagalistic approach to Canadian nuclear export polcy n identifying the legal
relationship of the industry to the government and the institutional structure of the policy
formulation process in order to examine the dilemma between the aconomic motivations
to export and the demand for constraints on the use of atomic power for destructive
purposes

Earlier writers can be excused from ncluding references to the existence in
resiity of market cartelisation while téymg with 1t as an imaginative possibility 2 Writers

publishing as late as 1980¢ are equally unacquainted with the activities of the cartel while
** The bureaucratic barg aning model was first proposed by GT Aliison and Morton H
Halperin, "Bureaucratic Politics: A Paradigm and Some Implications’ . in Raymond Tanter
and Richard Ullman, 7heory and Policy in I mernational Relations (Princeton: Princton
University Press, 1972)

Political Control and Public Confidence’. Canadian Public Policy. VIi:3 (Summer. 1981),
Pp 433-443, and PR Johannson and JC. Thomas. "Canada s Nuicear Dilemma Promotion
vs Reguiation”, Unpublished Manuscript, 1979 . .

** Constance D Hunt, "Canadian Policy and the Export of Nuciear Energy”. University of
Toronto Law Journal. 27 1 (Winter. 1977}

‘1 James F. Keeley, 'Canadian Nuclear Export Policy and the Problems of Proliferation’,
Canadian Public Policy, 6:4 (Autumn. 1980} p 621

* See Michae! Mandelbsum, "A Nuclear Exporters Cartel’, Bu//etin of the Atomic
Scientist, 331 (January, 1977) pp 42-50. G Willrich and B Marston, "Prospaects for a
Uranium Cartel’, Orbis 291 (Spring. 1975 pp 167-84 and Steven Baker, "Monopoly or
Cartel?”, Foreign Policy, 23 (Spring, 1976). pp. 202-220. While the istter two
contempisted the ramifications of the Nuclear Suppliers Group, established secretly in

cartel, the meetings of which were equally well reported as attempts to ‘secure orderly
marketing” of uranium, see Wa// Streer Journal/. Feb B 1972 :

** The only noteworthy exceptions being Johannson and Thomas. and Larry R Stewart,
‘Canada’s Role in the International Uramium Cartel’ /nternational Organisation 35 4
(Autumn, 1981) pp 857<689 ' .
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discussing in some depth the implications of the NSG* However, it seems inexcusable
that sconomic analysis of the international uranium market from a classical supply and
demand stanca.’* shauld,smﬁgw have rmssed the existance of an artificial markaet
structure which so distorted normal market forces that ultimately producers would
becoma the customers and the ¢onsumers, the vendors. with the upper mit oh prices
becoming the cost of production* Even with the availability of the dacuﬁentspf the
House of Representives Subcomittee and the volume by Taylor and Yokell*” which
recounts this evidence with a EQfﬁpFEhQﬂSI;E and authoritative economic background. the
impact of the cartel for Canadian nuclear policy has still been substantially overiooked
Johannson's detalled exammnation of Canadisn nuclear policy includes an extensive
analysis of the cartel as a policy objective of the Canadian Government while discussing
Canada's primary goal of establishing an effective suppher based non-proliferation
ragima However, he dismisses any connection between these two informal supplier
based control systems with a single phrase . the cartel appears to have bsen unrelated
to the NSG "% On the contrary, it appears unikely that Canada s concurrent membershup in
these organisations, one controling price and the other controlling export criteria, the
two determining forces in the uramum market. could be “unrelated Thus with the full
extent of documentary evidence now publicly available, it may be possible to shed some
light on the role which the carte! played ih the implementation of Canadian nuclear export
policy. '

The snaiytic framework selected to guide this investigstion is derived from

Krasner's fiftasn detailed case studes of Amercan raw material procurement policies ¥

He has gone on to apply this statist approach to American oil policy m the Middie East in
which he demonstrates that the statist argument can offer a powerful descriptive and
snalytic framework * Krasner's analysis has been restricted to the American experience,

e o = R S e Em o Es = =

** see Kosley, pp 622-24

% sme Slﬁel rjes, op. cit and D.J Lecraw, "Uranium Supply and Demand Implications

for Policy”. in Doern and Morrison, 121-36
% See Infra, Ch. IV

T June H. Taylor lnd Mnchnl D Yokell. Ye//owcake: The | mernaluaml Uranium Cartel,
(qu York. Parga \ Press. 1979)
# Johannson, Ch IV, p. 16
»* Krasner, National | nterest
 Stephen Krasner. “A Statist interpretation of American QOil Polic Tswtdﬁg Middie
East’. Political Science Quarterly. 94 1 (Spring, 1979 pp 77;5%
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and though stating that " [if] the efficacy of a statist paradigm can be demonstrated m
explaining the raw materials policy of the US. . it should apply with even greater force to
most other political systems (st least those of the deveioped countries) and to other
pohcy ISsues™.*! he has as yet made no attempt to verify this somewhat general claim
Therefore. this case study will serve a dusl function In applying the ‘statist ‘
approach in the Canadisn context and in the marketing rather than procurement of raw
meterisis, this swdy will begin to explore the spplication of Krasner's work outside of its
previous concentration on U.S. foreign policy The primary goal howaever, is to axplain the
mechanism of CGanadisn foregn policy by drawing generalisations which rmight contribute
to the theory building process and to the cumulative snd systematic study of foreign
policy from a statist point of view A considerable smount of work has been done in the
study of Canadian foreign policy analysis. With laudable effort. the field has been opened
and clesred of much of the rhetorical and parochially based pronouncements benesth
which we/ have lsboured for far too long Sufficient ndividual study has been
successfully accomphshed now to begin gathering the products of these indepeandant
works mnto a8 mare comprohons_;vo,_mtogratod and dynamic body of hnawhdga under
more generalised principles In doing so. the data wri begin to speak for nself. thus
opening a fresh and exciting era in Canadian foreign policy anglysis
An Overview
It 1s now possible to outiine the course which this Q;iifﬁiﬁ,lt!c}ﬁ of Cm;m
uranium export ‘policy will take The chapter subsequent to ﬂaissaffars an overviaw of
. Krasner s statist apprbach to foreign_ policy designating specifically the operational
definitions necesssry to implement the conceptusl framework, for *EEE'T’I[SIG the
4 operationslisation of 'the state as the central decis;on-m:kﬁg body. the determination of
the 'national interest and the rolatnonsh'p of the state to its society Thcn will be
examined in r’alatnon to the contondnng snalytic approachas of liberal plurslism and
strqctural}Marx:sm as identified by Krnsner. Chapters Il and [V offer an overview of the
economics of the imternational uranium market snd a history of the derivation of Canadisn
uranium export policy respectively in order to establish the relationstip between the

economic and political considerstions in the marketing. of ‘Cenadian uranium Chapter V
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provides a detsiled examination of the international uranium cartel as an internationsl
nstitution. the role which the Canadian Cabinet played in its establishment and operstion,
and the function of the cartel in the impiementation of foreign policy objectives. Chapter
VI discusses the implementation of Canadian uranium export policy with special attention
given to the interaction of the various policy goals and objectives pursued throughout the
prior evolution of Canadisn export policy. Finally. Chapter Vil integrates the data raised
during the previous discussion with the statist approach in an effort to expisn the
mechanism of Canadian foreign policy formuiation, to derive some conclusions about the
nsture of Canadian fof®ign policy and to compare the applicstion of Krasner's statist
concept to decision making in the United States with findings baso.d on the Canadian

experience emerging from this study. )...
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H. A "Statist’ View -anadisn Urenium Expf:ri Policy

The 'State-Centric .Approach’, while commonly accepted in the study of
nternational relations, has not been similarly accepted in the study of foreign péﬁr;y‘ ‘
formuistion because of its !ssuﬂ’ﬁii:ian of the state as a unified actor. This disjuncture
between the approaches used to snalyse domestic and international politics can be
overiooked so long as the international issues of concern are those which threaten
territorial or political integrity since il gr—mps'wﬁﬁin 2 society could be axpacted to
Support these fundamental goals ¢ HoWever, the gx‘amanitian of economic issues which
traat one group in sgeii{y, diffarentialy to another., strains the acceptability of a unified
actor concept in foreign policy. Yet in international affairs, states do put forward unified 7
positions and speak with a single voice. A number of explanations have svolved s to

how these compaeting opinions are integrated to form the unified action of the state.

raspectively raisad by;tha iberal and neo-Marxist writers éﬁ!-SCiﬁidl'iﬁ;féFEigﬁ policy,
Krasner takes a more inward looking approach Krasner has identified the liberal and
. ‘Marxist perspectives to be tha most important rivals to the statist perspective*’ and
focuses upon those facets which pertain directly to the foreign poli ’;y formulation
process. The issues of importance are the role which is plafad b'y' the gtate in setting
foreign policy goals, the relationship between the state and society and how that
relationship affects the implementation of policies designed to reach those goals In
contrasting the international and foreign policy aspects of these contending approaches,
Krasner takes the initial step toward deveioping Bﬁ‘iﬁtggf;ltad analytic framework which
comprises both domastic and international policy determinants.
The Liberal Pluralist Approsch

The simplest and most pervasivé expianation of the resolution of conflicts
between contending interests in the formulation of foreign policy in Canada is that of

liberal pluralism. For liberal analysts there is an integral relationsiip between the society

B T T O e L

1 Steptten Krasner, “A Statist Interpretation of American Oil Policy Toward the Mid East”,
Political Science Quarterly, 941 (Spring, 1979) pp.77 -4

¢ Stephen Krasner, Defending the National | merast. Raw Material | nerests and U.S.
Foreign Policy, (Princeton: Princeton University Press, 1978) p. 6 A more
comprahensive and detailed examination of this-debate from a unique perspective is
found in Alfred Stephan, The State and Society: Peru in Comparative Perspective
{Princeton: Princeton University Press, 1978) pp. 3-45

17
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and the state Society is composed of a number of groups which represent various
interests involved in each policy decision. Politics is viewed as the competition among
these various orgarised mterests and the policy outcome is the “resuttant of effective
access by various interests..”** Government is then the object of these contending
ﬁ;FESSLi:éS and the policy outcome is the summation of all these countervailing forces
Although the state or government is dependent upon the society, it retains a character of
neutrglity. an institutionsl arbiter of the imer-group conflicts, but gﬁm by the
relative power of the grcﬁps involved in aach uséug.,*i

Until recently, the Canadian public has displayed little concern over the issue of
nuclear exportsi Although the subject has become incressingly politicised, the
pm&rf:rm of nuciear wespons is not an issue which has drawn a great deal of active -
public involvement Hence the proponents of non-proliferation have nﬁtyfarrnad a vocal
bloc through which to pressure government to take a strong stand in exports of nuciesr
materials The secrecy surrounding the nuclear industry and the psychological atmosphere
of the 'Cold War', contributed considerably to this lack of public involvement, but even
dur_lﬁg:tﬁg early seventias, when the cloak was being removed from high technology and
detente was at its height. little concern was voiced Gi;;f Canadisn international nuclear
activities. For exampie, Canadian involvement in the Indian nuclear explosion was revealed
in the midst _c}f' the 1874 federal elaction, but was naver considered an issue* Thus in

this broadest application of the piuralist analysis, the Canadian public would not appear to

Opinion.(New york Knopf, 187 1) p 507, as cited by Krasner, p. 26

¢ Rianne Mshon, "Canadian Public Policy The Unequal Structure of Representation”. in Leo
Panitch, ed.. The Canadian State: Political Economy and Political Power (Toronto:
University of Toronto Press, 1977), p. 193 '

 With the possible exception of the Bornarc missie debate which eventusily forced
Prime Minister Diefenbaker from office in February 1963, see Peyton V. Lyon. Canada /n
World Affairs 19671-63 (Toronto: Oxford University Press, 1968{ pp. 146-58.

‘" The "1974 National Election Study” conducted by John Meisel, made no mention of
anything ‘nuclesr’ in over 150 identified election issues. ‘A similar lack of public
involvement was evident during the 1965 debate over sales of unsafeguarded uranium to
France, even with the unsuccessful efforts by the opposition to stir up public opinion
previously sensitised to the issues by the 1963 Bomarc missie dgbstﬁ. See PR
Johannson, Nuc/ear Exports and Canadian Foreign Pol icy, Unpublished Manuscript,
1981, Ch VI, p 21, see also Peyton Lyon, Canads in Wor/d Affairs 196 1-63, (Toronto:
Oxford University Press, 1968) pp. 146-163. *a

%
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ﬂ'ie communities whose existence is dependent upon the mining of uranium and the
considerable lobby for Canada to take a leading role in the development of high
ta:h‘i;ﬂeg; would distinctly have more impact on the determination of nuclear export
policy. Certainly. n terms of access, responsiveness and shiarwi@’n of lobby pressure,
the proponents of ﬁ@ﬁ*ﬁrahflfﬂan '

A more ﬁ.n:tm refinerment af this plurstist snatysis n this context is the
bureaucratic politics approach* used by Johannson in his comprehensive examination of
Canadian uranium export policy His anslysis shows that throughout the evolution of
Canadian policy. decisions have been “a product of bargaining among a variety of
government and buresucratic actors who ususily have different goal structures and
diffgrgﬁtf perceptions of the national interest as well as vearied influence on the
t:;xrgaiﬁiﬁg process s’ Hmé;l;'pghey decisions are not made with a single rational :ﬁ@icéi
but by bureaucratic "puling and h:uliﬁ,g.""‘i' in general, the interests of the uranium mming
and processing industry have been éirm:ﬂy represented by the Department of Energy.
Mines and Resources and the crown corporation Eldorado Nuclear Limited The resctor
manufacture and export industry is provided ﬂ:éass through the mts of industry,

Control Board and the crown. corporation Atomic Energy of Canada Limited Employment
in iha industry, because of its remote and localised character, is most effectively
represanted » by Members of Pariisment” and less directly, through social service
departments. On the other hand, the internationalist position has generally been advanced

by the Departments of External Affairs and National Defense, less frequently by the

- Office of the Privy Council (PCO). and lately by the Office of the Prime Minister (PMO),

none Qf which has domastic eanstntuenc:uas

- o g e i e e et

¢t G.T. Allison and Morton H. Halperin, Euraaucrnn; Politics: A Paradigm and Some

implications”, in Raymond- Tantar and Richard Uliman, Theory and Policy in | mernstional

Re/ations (Prnﬁcataﬁ Princton University Press, 1972)

" ¢ PR. Johannson, "Change and Canadian Nuclesr Poficies”, Nuc/ear Exports and Canadian =

Foreign Policy. Unpublished Manuscript, Ch |l p. 12

1 Allison, as cited by Johsnnson, Ch il p. -13

|t is interesting to note, however, that during the 1965 debate over sales of
unsafeguarded uranium to France, Prime Minister Pearson, while taking a position against
the sale, represented the people of Elliot Lake, a town aimost entirely dependent on
ursnium rmnmg See PR. Johannson, "Change and Canadian Nuclear-Policies”, p. 20.
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Johannson has found a considerable degree of fluctustion m the amount of
influence sach of these actors exerts in the making of Canadian nuclear export policy and
a7 equwalent increase in the complexity of the process by mcﬁ that policy is made ™
Yet he observes ". that there has been more constancy than change in the central
elements of Canadian nuciear policy " From the pluraiist point of view, the ‘identifisble
shift 1n the influences which have shaped Canadian policies™™ should result in variation
policy rather than c:ansalstancy Sact:ndiy wvtﬁ the Canadian public takmng only a nominal
role in ﬂiréc:tly governing t‘ha actions of t:gcusnan makers. the remaining Iabbyuéﬁ écc@y
pcsrﬁgns which distinctly favour the economic interests of the industry ard Canada in
general However. in reality. there has been a consistent elevation of the goal of
mnz;ralifwatlaﬂ above that of the promotion of economic well-being throughout the
+ evolution of Canadian nuciear export policy. Hence it would appear that thers is mﬂ'!ir
factor which has not-been taken into the e:k.:uhﬁaﬁ of the pluralist or more specifically,
the bureaucratic bargairing analysis, a motivating force which cannot be found in the
calculus of the ,igg‘iggtiﬁﬁl@f contending political forces. but one which responds to the
cdllective interests of the nation as a whole.

The Structurs! Marxist Approach .

On first appraisal. it wouid appear that the relationship betwesn W m:tnc:hs af the
Governmant af Canada and the sconomic interests of a specific seagment of Elnﬁmn ‘
sociaty wauld bg rhast compatible with a Marxist nterpretation The structural Marxist
analysis argues that the state acts in a semi-#utonomous role to mantain the c:ahasnan of
the capitalist system. The fmctmn of the s‘t:tn i$ to mitigate contradictions M'ﬂch e
inherent in thet system while remaimng within the limits of the general preferences of the
~ dominant elements of the capitalist class.’* The state provides the eliggute within which
that class can rmost profitably accumulate. capital and legitimises this %émamuc structure
by maintaining social harmony. However, within the dominant class, competition dictates
that there will be diverging interests among vanous groups'or factions, and therefore,
ﬂ'va st:ta rﬁust hava a ralmva :utcﬁamy fram the dominant class in order to act as

1 Jcsh-msan Ch Vi, p 57 58

 bid, Ch VI, p. 57

™ bid

s Stephen Krasniér, Defending the National | nterest: Raw Matenlls and U.S. F’Dﬁ!lgﬁ
Policy, Princeton: Princeton University Press. 1978) p 2 , .
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- neutral arbrter between these competing factions. .
The Canadian government has always played an mrmt role m facilitating capital ~
accumulation for a number of reasons and through a variety of means ™ Historically there

has been a symbiotic reistionship between government and the business community with

recruitment coming from a defined socio-economic strata of the Canadian ¢
Although the specialised nature of government has rg«%uceé the salience of that
symbiosis. there is clearly a comihunality of interests between the interests of the -
business cmty. tha bureaucracy and the policy making elite.”” But withun the Canadian
conext of Canadian nuciear export policy this unequal representation of the dominant
economic class within the policy formulation process would not predict the choice by
the Canadian government of a non-proliferation policy at ﬂﬁe-axpaﬁsg of economic
interests. : | ‘

Howaever, if our Vtirms of reference were expanded to include Canada's
relationship with the glabai’ business community, this structural Marxist analysis can
provide two plausible if not totally convincing explanations for the Canadian action The
first stems from the state's responsibility to ensure » stable environment in. which. the
capitalist system can prosper Clearly the proliferation of nuclesr weapons works against
that goal, at least while military strategists work under the principle of 'Mutually Assured
Destruction’, and tactical nuclear war is, argusbly. not yet ‘economically visbie' ™ Canads
therefore chose to yield its nuclear interests to the graster good of world stability for
the remamder of its capitalist activities

The second possibility is that Canadian economic decision—-making is penetrated
by foreign economic interests. There is cﬂi;ﬁly a distinct foreign pressnce in the
Canadian nuclear industry, with nlmas such as wgstinghauée and General Ebgc’trie
dominating the reactor industry and Gulf, Uranerz (West German parent company) and
Amok (French parent) in ursnium mining There is also a high degree of imerreistion
between Canadian and American nuclesr policies as evidenced by the specific mention of

! . . :

' Leo Panitch, "The Role and Nature of the Canadian State”, in Panitch, The Canadian
Staee. p. 11

"lbid p 13 '

" Robin Ranger, "NATO's New Grest Debate Theatre Nuciear Force Modernisation and
Arms Control”, /nternational Journa/ 36.3 (Summer, 1981) p. 557, citing the craator of
the neutron concept. Samuel T. Cohen, Strategic Reveiw, 6 (Winter, 15?98) pp. 9-17
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Canadian uranium supplies in President Carter's Energy Program of 1977, as the source
of stable uranium supplies needed to successfully convince consumer states to subscribe
1o the American plan and forego advancement to piutorium and fast breeder reactor
technologres ”*
| The structure of the Canadian uranium industry and its relstionship to the
Government wbuld‘not lend itself easily to an analysis which suggested that a foreign
economic efite dominated the poficy formulation process There is no clear evidence that
decision—making céncerning the industry is highly pgﬁgt;:ztsd by foremgn capital nor is
there evidence that the Canadian government /n this case holds allsgiance to any féfengﬂ
. economic group Although production af ursnium currently is svenly divided between
: Cmadim, American snd British firms, the Canadian government continues to exert
considerable #tience within the industry Participation in actual production through
Eidorado Nuclear. its role in marketing and operation of the buffer stock through Uranium
Canada and its reguistory capacity through tha iIssuance of exploration, production and
export licenses.** provide the Government of Canada with a great deal of control over
the an&u'stry at prime nodal points in the commercial process. Further, Canada's behaviour
in the uranium cartel was such that it worked exclusively in support of Canadian
eco‘nomic interests and directly sgainst those of a very powerful section of American
Capital with- s tremendous retalistory capacity, that is. the American utilities® It is
reasonsbie thorefon;_a that if Jthore has been a coordination of polcy between the
American economi; interests énd the Canadian government. it has resulted from a
concordance of interests between the two rather tlun a unilateral surrender of Canadian
gnterests to those of the Americans For the most part it would :p?‘gar that in the
formulation of uranium export policy the Canadian government has given the unique
interests of the Americans only a cursory consideration. _ \
The 'Wy of the structural Marxist approach. as with the libers! pluralist,
Centers around the degree to which the staste and society are dependent Pluralists.

" Martin Indyk, "Australisn Uranium and the Non-Proliferation Regime’, The Austra/ian
Quarter/y. 43 4(December, 1977) p. 24 )

.** Constance D. Hunt, "Canadisn Policy and the Export 6f Nuclear Energy”. University of
Toronto Law Journal/, 27:1 (Winter, 1977)p 71
"' June H Taylor and Michsel D.Yokell,Ye//owcake:.T he | nternational Uranium Cartel,
(New york: Pergamon Press, 1979)
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concede no independence to the state as it is subject exclusively to the contending
forces of competing interests within society. The Marxist approach confers to the state
only a reiative sutonomy'*? which slfows t.ha state such fré&dqﬁ"‘l as 15 required to mediate
in clashes between factions of the dominant class while remaining within the bounds of
the general interests of that ciass as a whole However, neither of these approaches
adequately explans the confiict between the public and private mnterests within the
Canadian uranium export policy, nor the choice bf the Canadian government to support
the interests of the world community over.the economic interests of the domestic
. community .

Tha Statist Approasch

Krasner fogfs a perspactive which is unavailable thr;sugh these mora commonly
applied approaches The major contribution of the statist approach is its recognition of
the state as distinct and Q@Qf;tling ndependently of its societal context according to a set
of unique objectives Secondl. it sets out a policy formulation process in which the state
selscts a policy based upon the demands of the domastic and international pressures but
then must implement that policy against resistance from both communitias

Krasner s ‘statist image of foreign policy recognizes that the state, or in this case,
the Government of Canada. is an institution with a will and a purpose of 1ts own He takes
as his fundsmental assumptions that "there is a distinction between the state and society”,
that “the objectives sﬂuﬁﬁt by the state cennot be reduced to some summation of private

desires’. Hence the central decision-makers have an nce from particular

pressures within socisty which allows them to formulate policies that cannot be
~g'fectively articulsted by sny individusl Or assembly of non-state actors These
"objectives can be called ﬁpfgprlltlly the nnrenal interest”

In this ‘statist image’ af fgrmgn pahcy the stats is c:tncmvad to be "a set of roles
snd ingtitutions having particular drives, comﬁuls:ans amnd ams of their own that are
separate and distiﬁt:t from the interests of any particular societal gn:up“ in the
formulation af foreign policy, the iﬁstitmnﬁng and roles which restrain the actions of
'ndividuals are dlstlngwshcd from other policy making bodies by "their high agg*“ c;f

_,___i_z_-,—gf—g,z;g;

1 Mahon, in Panitch, ] 169
V Krasner, p. 5-6.
“ibid, p 10



insulation from specific societal pressures and a set of formal and informal obligations
that charge them with fmﬁﬁg the nation's general interests” " This does not suggest
that the state .is a unified whole Qﬁi;h_ undivided, pursues a universally recognised
national mterest. Rather, this approach incorporates the necessity for the state to deal
with both gcvsrmmm and non—governmental actors in its own society and
nternationally Therefore in pursuing its objectives .

- the state may confront internal as well as externsl resistance. Centrsl ~
decision-makers may be frustrated not only by other states but also by ther - ,
nability to overcome resistance from within ther own society.[The process,
is one of] .. the state autonomously formulating goals that it then attempts to
implement against resistance from international and domestic actors The
ability of the state to overcome domestic resistance depends upon the

mstruments of control that it can exercise over groups within its own
sociaty ™
't 1s unfortunate that Krasner has chosen the term national interest to describe
the objectives of the state, for it reawakens an old unresoived debate among the ‘grand
theorists’ of the 1950's and 80's who conceived of "interest defined in terms of
power’.!” and conjures up images of a nebulous entity called the state which seeks vff.!‘
pursue universally recogrised interests which can ultimately be reduced to the defence
of political or territorial ntegrity. Krasner makes no. attempt "to identify the national
interest with some divinely ordained goal for the state. nor has [he] viewed it as an
analytic assumption that can be used to dsriva propositions about the international
system’™ " As such Krasner's approach to the national interest is subsimmﬂy removed
from that of the Fﬂéf; traditional proponents of the term and in many ways more useful
Rather than attempt to explan policy decisions in terms of lofty objectives.
Krasner uses the ‘term inductively to describe the consistent prefaraﬁt:é‘s of polcy
makers over time There are three criteria by which to judge the national interest
1. aset of objectives must B related to general societal goals. .
2. these goals must have a consistency oveér time.
3. there must be a hierarchical ordering of goals arranged according to the
[

" joid. p. 11, |
% 1bid p. 10-11 : 7 |
'’ Hans J Morgenthau. Po/itics Among Nations, 3ed ed, (New York: Alfred A Knopf,
1963) - ‘

" Krasner, p. 334. . ’
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mmportance to the state '
Given these criteria it 1s possible to establish, with regard to sach foreign policy issue, a
Ei;l,sitlvgly ordered sat of national aﬁpctrvus whch wi?l indicate. when faced with a
conflict, wh-ch course the decision—maker might choose

This approach allows the ﬂgéibili'ty necessary in policy mﬁ:iﬁg to form

improved well bamg of each individusl Krasner relies upon Pareto's distinction between
“utility for the community’ or a summation of the preferences of the ndividual methbers
of society. and “utility of the community” which involves making a judgment about the
well being of the society as a whole ™ The national interest. according to Krasner. is then

the goals sought by the states conceived in terms of the utility of the community.

and the objectively identifisble goals of ‘the traditional powaer theorists. 2 dsffgrgﬁce $0
great that it 1s conceivable that they may not in some cases refer to the same i:hing at all.
Both accept that the consistent preference &f policy makers is essential to the
wentification of the national interest Power theorists conciude that this consistency is a
natural response to externally imposed conditions which determine policy choices
Therefore it 1s possible to derive propositions about the behaviour of states from these
identified external determinants. To Krasner, the national interest is the consistent choice
of decision makers. solely because of this persistent selection Unfortunately, he makes
no statament as to why one policy selection should be made over another in such a

consistent fashion The deductive view of the traditionalists and Krasner's inductive

spproach might well culminste in identical conclusions However. given the frailty of

human nature. the result could be entirely different.

Thus. the greatest defence for the statist approach lies in the ability of the state
to make mistakes or to act non-rationally in the defmition or pursuit of the national
interest® All too often, the waﬂﬂ 18 withess to rﬁnipcrccpbans of external situstions by i

pc;lu:y makers, the lack of !C:EIII’EI rnun: ends cjlculatu:ms n ihc puriut of faﬁog'\

=

" Ib;d :; 13

* Vilfredo Pareto.A Trestise on General Socio/ogy pp 1456-74. as cited by Krasner,
p 12 -

Y Krasner, p 16
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policy obrectives or. the inaccurate assessment of the nationsl wifl or public apinion in
making policy choices The ability of policy makers to free themselves Frcsﬁ societal or
external constraints which aliows them to take action m a non-rational manner, offers’
strong evidence in support of the statist approach®: However. this also eﬁﬁnsisas the
very resl difference in the national interest, defined by Krasner to be the consistent
preferences of policy makers. and an objective assessment of the true interests of the
nation * - - : ' -
Krasner idenufies the central state actors in his axamination . of American policy to
be the President Secretary of State, White House Staff and State Department His
'selection is based on the degr®B to which these mnstitutions are insulated from "specific
societal pressures” and the pivotal position they hold in the detgfmunatiéﬁ of American
foreign polcy ** Thus 1t 1s the consistent choice of these decisron—-makers which
determines the national interest In the context of Canadian uraniuom export policy, the
central decision making unit 1s the Prime Minister and the federal Cﬁmtﬂtftiﬁ!y there
are a number of other key actors which contribute to the farmlatnén of export polcy,
such as the vanous concerned msl‘ and agencies within “the bureaucracy.
Parlisment and particularly the Atomic Energy Advisory Panel, a semi~official but informal

assembly of senior bureaucrats and management personnel which has guided nuclear

policy over the last three decades.” Howaever it is the Prime Minister and Cabinet which

ultimately have had to make the policy decisions and more sig’wcfn;antlytﬁ.hi\i;i ukan policy
initistives in the area of uranum export which have worked directly agsinst the longer
term policies of other actors in the policy formulation process. Furthermore, the
legisiative framework within which the export of ursnium operates is such that most of
the key areas of reguistion are under the direct control of Cabinet Thus, the policies of
the Government of Canads concerning the export of uranium are a direct result of the
‘decisions tﬂ:an by this centrsl decision— rn:kmg unit, lnd it is the :ms:stant sdg:tnaﬁ

made by thus body wiwtch will determine cm s nﬁnanll mtar:sts

" |bld ' 45
» ibid. p 654
“bidp 11
" Johsnngon. p 9-11.
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The two major objectives of Canadian uramium export policy, the maximisation of
economic benefit and world stability through non—proliferation, would :ppgt tc sit:sfy
easily the criteria set by Krasner These two goals are well mtagra‘taﬂ wnﬂ‘r the geﬁgr:l
goals of Canadian foreign policy ™ Secondly, there has been a consistency in these
objectives since the beginning of Canadian Invoivement in the nuciear age and further, a
consistent hierarchy in the importance of these ISsues to the government

Canadian uramum export policy therefore appears to be highly compatibie with
Krasner s statist analys:s, at least in fulfiling his mitial criteria There is a well defined
confiict between the interests of the state as an international actor. and the economic
interests of Canada Further. this conflict since its mnception has been typified by two
competing goals or objectives which the government through its dsc?siaﬁs when
confronted with this conflict, has consistently ordered hierarchically. In this case, it is
possible to recognise that this ﬁrr:ﬁy of objectives i1s also one which is consistent
with the .more traditional conception of the national nterest in terms of our ultimate
sur'vwll.

"It is possible that the compatibility of Krasner's :pprai:h to the study of nuciaar
export r;ught not be a far test of this approach Certainiy there are obvious reasons why
the stste would subordinate normal economic goals in the case of nuciear energy There
is 8 dlstmct associstion between the cessation of the proliferation of nuclear weaspons
and the ‘core values of self preservation so prevaient in early discussions of national’
nterest’’ However, Canada has never considered the ‘sale of nuclear weapons, nor the
tochnology materials or equipment necessary to fsbricate a nuclear device to anyona,
»pmncdarly to a client considersd at ‘the time to be rresponsible or in a volatie
circumstance Therefore. Canada's international nuclear activities have never created a
droct thraat to its own national Security. C:ndl s m::tw:hans as it will ba
demonstrated.’” have been more subtle to pursu: 2 leadership role n the astablishment
of an effective, international non-proliferation regume. and m:ﬂkmg s gosl -tus
demonstrated a willingness to sacrifice its own economic well-being. It 18 not a :iﬁ'ﬁh

T e e ey - - ——

\ Fore/&oPoI/cy for Canadians, (Ottawa, 1970)
*” Hans Morgenthau, Oi/emmaes of Politics, (Chicago: University of C:hicsge Press, 1958
" See infra Ch IV.
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but rather a desire to hamess the constructive uses of a valusble technology while
controlling its use for destructive purposes Although the statist approach might be a
simplistic approach to the former question. it offers a powerful axplanatory device for
the interpretation of Canada's behaviour with regard to the more nebulous objective.

in the terms of Krasner's anslytical framework, the Canadian government, acting
on its perception of the general interests of Canadian society. designated the
non-profiferation of nuctear weapons to be in the national interest and to bﬁgﬂf greater
importance to the nation than that of the maximisation of economic benefits. The
government then formulated a policy for the -xpart of uranium from Canada which
specified that withm its many conditions, the axport of uranium was to take place only
when the danger of nuclear proliferation was effectively controiled. regardiess of the
economic cost which that policy imposed upon Canada in general and particularly specific
segments of the Canadian economy which were primarily concerned with urmiurﬁ export

In order to implement its policy, the government had to somehow «:irmv-ﬁt or
ameliorate the inavitable resistance which these sectors of the Cmdun economy would
raise. Although it had a significant ﬂ-grn of control over thg mdustry within the
domestic context, this was msufficient to counter the considerable economic influence
of foreign consumers As it was through the manipulstion of m;rkét fm‘é?ais which
Carada's axport pahcy was placed n jat:prdy c:m took the hopefully unprecedented
step of entering nta two ;aﬁ‘vpimntary suppher t:rglnas:m:ms Together, these bodies
artificially structured the uﬁt-mitnaml market i such a ‘way that both th: interests of
damastn: producers were met and ths national interest of Canadians was aiso satisfied,
Krasner's analytic framework therefore. offers an uncomplicated explsnation of the

apparent contradictions in the actions of the Canadian government in this complex area

¥



lIl. Nuclear Energy and the Economics of the international Ursnium Market
Nuclear Energy and the Proliferation of Nuclear w-m

The technology which is required for the production of nuclear power represents
the leadng edge of man's knowiedge. As with recombinant genetics, bio-medical
engineering and space exploration, physical was held to be true for centuries have been
revised repeatedly in the inquiry into the nature of matter itself However, stemming from
© this burdensome knowledge the ndustry which surrounds nuclesr energy i1s one riddled
wrth ntricate _Mmyths, dehberate obfuscations of the nature of the mdustry and its
activities ffrcrug'l conscious attempts to confuse the learned and public alike, and
constantly :Lrs;d with the épactre of nuclear holocaust suspended above its every
gctlaﬁ: This :rapié advancement and industrial implementation of such compiex and
Potentially lethal technology has required that the use of nuclear energy be brought into
the political sphere so that laymen might be nvolved in decisions concerning its
disposition. Before lay opinions can be realistically formed, however, some effort must
be made to cut away the enormously complex shroud of theoretical and technical detsil,
to revesl the relatively simple principles of primary concern.

Uranium is the basis of ﬁuﬂi‘g;r energy It s the source of the materials necessary
to fuel nuclesr reactors or to create nu«:lair‘ explosives ** Natural uranum, or yellowcake
in its refined form U,0,,. is not utulf usesbie as an explosive material, nor 1s it particularly
dangerous It is composed of two isotopes of slemental uranium. uﬁissgwﬁieh normally
accounts for 0.7% of natural uranium, is the fissionable variaty sucm for use as a
nuclear fuel U-238 accounts for the remainder and is relatively stable snd thus inactive
m the nuciear chain reaction it scquires importance, and some natérigtyf when, a5 8 result
of the reactor process. it absorbs neutrons and becomes plutonium-239 Pu-239). one
of the most dangerous substances known to man, in itself as a toxin, and as the major
constituent of a nuclear explosive device '

§m reactors ! {most notably the x (";irf:di:ﬁ CANDU ramj;-tt:»ﬁ for Canadian
Deuterium Uranium which uses heavy water [Deuterium) as a moderator and coolant), can
use natural uranium directly as a fuel Most other reactors, using light or normal water as
:_T};:;_:gﬁ:j:;:ﬂly occurring radioactive material may soon become a practical
fuel source. found largely in Canada and useitble in the CANDU resctor '
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a moderator. require the enrichment of uranium fual to raise the level of U-235 to 3-5%

/nnd, M some, to upwards of 15% If natural uranium is enriched past 20%, it becomes
useable in a nuclear explosive device. the higher the errichment. the less material needed
and the simpier the design'® The fast breeder reactor is radically different in design and
uses both uranium and plutonium as fuel sauﬁéss, Its major advantage 15 its vastly
superior efficiency in the use of fuel. up to 50 times that of more conventional nuciear
technology !' However, the major drawback is that it produces more pluténn:fn than it
consumes thus Creating a serious proliferation threat and a dangerous environmental
hazerd.

Less than 1% of the energy available in reactor fuels is extracted using the current
‘once-through fueling techniques with conventional reactor systems ! For the _r_m;st part
the depleted fuel rods are stored on site. with no known rﬁcthad of permanent disposal.
The alternative to storage i1s reprocessing, where nucla;‘ w;stas are mechenically and
chemncally broken down into their eaﬁsiituaﬁts with those that are reusable being
refabricated into nuclesr fuel, thereby reducing the volume of waste materials and
incressing the efficiency of fusl consumption. Howaver, due to the high radioactivity and
long life spans of the undesiresble wastes the amount of waste material may be reduced
but size of the disposal probiem 1s not Secondly the ssparation process identifias and
makes availsble the materials which are necessary for the production of nuciear
weapons The nature of nuclear chemistry makes it very difficult to safaguard fhasg
processes aganst the diversion of weapons grade material to the construction of -nuclear
devices. Thus. although the reprocessing of fuels would appear to be a most important
factor in making nuclear power production more efficient, it is in fact, the single most
dangerous point in the nuclear fuel cycle. The free availability of reprocessing technology
and facilities cor?stitutes,the greatest thraat to the sffg:tr\@ control over the proliferstion

. of nuclesr wespons

1% US. Congress. Congressional Research Service, Nuc/ear Proliferation Factbook,
(Washington US. Government Printing Office. 1977) p. 129.

19 bid.

12 Mooradian, Ara J. "New Technologies and Fuel Cycles” in Bruce G Doern and Robert
W. Morrison, eds.. Canadian Nuclear Policies, Montreal The Institute for Research on
Public Policy, 1980) p. 195 . Co
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The design principles of both atomic and therrhonuciear weapons are sxtr:maly;
basic and simple to incorporate into a workable. if crude, explosive device'* Plans for
both types of device have been published publicly and the blueprints for the original
series of American atomic weapons are non-—classified* Although the construction is
reistively simpie. access to the nacessary nuclear materials is not 4.5 kilograms of
plutonium is sufficient to cause a low yield but extremely ‘vdifty explosion (Le. scattering a

large @mount of highly radioactive materiall However, an effective. controlled nuclear

sre only available in sufficient guantities from the saphistigited separation procedures
used in tha reprocessing of nuclear wastes Thus the object of any effort to control the
proliferation of nuclear weapons must be to ensure that these materials are kept in the
hands of responsible users and that nuclear facilities committed to the production of
these materials are restricted to peaceful purposes.

The vast majority of nuclesr facilities are operated without queastion of the
operator’'s intentions or responsibility. In March of 1979, there were 186 thermal power
reactors Ep!fll'lﬁg in twenty countries with 346 more under construction or plarnned in
an additional sixteen countries!® The honorable bgha\;iaur of the majority does not,
however. reduce the significant threat imposed by those states which have fhe
technological means to produce a nuciear weapon.'* have no legal restriction placed
-up::n their nuclear activites because of their failure to ratify existing international
agreements on the a:qusitncn of nuchear weaspons, such as the 7resty on the
Non-Proliferation of Nuclesr Wespons, INPT) and the Tresty on the Denuclearisstion of

Latin America (Tiatleloico Treaty) !°’ have a strategic incentive to acquire nuclear devices,

103 An ‘atormic’ weapon is a fission device of the type used in Worid War il with a yield in

'the range of 550 Kilotons of TNT equivaient, whereas a ‘thermonuclear weapon, is a

fusion device currantly in use in strategic nuclear weapons with yieids well in excess of

10 megatons _ T o .
10 A New York feminist newspaper published plans for a stomic bomb using plastique

and a coffee tin, and & popular mechanical m:gzzina appliad 3 similar design but, more
sppropristely, using 8 paint can See "Nuciesr Bluff', The Austratisn, 14=-15 June, 1980
s Stockhoim Internations} Peace Research Institute. Nuc/ear Energy and Nuclear
Weapon Proliferstion, (London Taylor and Francis Ltd. 1979) pp. 378-79.

1% Adiai Stevenson, "Nuclesr Reactors: America Must Act’, Foreign Affairs, 53 (Fall,
1974) p. 64. '

19" Stockholm International Peace Research institute, Wor/d Armaments and
Disarmament: S/ PR/ Yearbook, 1975, (Stockhoim: Almqvist and Wiksaell, 1975) pp. -
551-92 : \ '



and have declared their intention not to reject a nuclear option if nacessary. Tha states
which fulfil all of these qualifications are Argantrna Brazil, israel, Pakistan and Sauth
Afrn:a The threat to world security inherent in the acquisition of nuclear waq:cms by any
of these nations indeed warrants grave concern However, the major preoccupation of
vthe remaining users of nuciear energy is the cost competitiveness of nuclear power
Vis—8-vis other slternate sources of angrgy
The Economics of the International Uranium Market

The cost of uranium itself does not contribute greatly to the final price of
electricity produced from nuclear power reactors, Table 3-1 illustrates that the cost of
" both the initial charge and on-going refuelling af uranium in al types of reactors amounts
to no motre than 5% of the final glg:ti:rgnty costs and, with reprocessing, can be reduced
to 1% By far the major constituent of muclear produced electricity is the capital cost of
the highly sophisticated gadgetry wh,i‘ch ‘gces mto nuclear 'tacﬁm:legy; Therefore, the
demand for uranium is very price inelastic with consumers changing their plarned »

purchases of uranium fuel very littie in response to price alons.

FIGURE 3~
LENESS OF ELECTRICITY FRICES 1O
SING URANIUK FRICES (1978)
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Table 3-1
' Cost Components of Elsetricity
Produced by Nuclear Energy ($.001)
}
Light Water Reactor Heavy Water Reactor
Once- Fuel Once- Fuel
" Caphal 1488 1488 1548 1548
% 37 34 38 34
Fuel 202 165 123 49
% 5.0 - 39 30 : 1.0
Processing® 321 5.95 4.06 719’
% . 8.0 138 © 100 158
TOTAL® - 40.03 4277 4063 - 455

- (DAt Average price of SUS 30 per pound -
Pincludes processing, conversion, enrichment, reprocessing, fabrication, and
stora
Mncludes operating. transmission and distribution costs

SOURCE: SIPRI, Nuc/ear Energy, p. 26

That is not to say. however, that nuclear technology is totally unresponsive to
uranium prices. On the contrary, the relatively low price of uranium as a fuel has not
Made it necessary to consider conservation practices in uranium use. At the current price
level of between SUS 25 and $35 per pound, it is cost efficient to use uranium on a
‘once-through' basis with on-site waste storage. and therefore avoid the cost of
expensive reprocessing equipment. Eufreﬁt enrichment Eracessas presantly allow 0.25%
U-235 in tailings, that is, slow one-third of the useabie nuclnr fuel to escape as waste
At 4. price of SUS 60 per pound, it becomes economic to reduce this loss to 0. 1% by the
use of more efficient, but also more expensive ervichment techniques ' Finally, as
uranium. costs incresse, the competitiveness of fast breeder reactors increase for, as
vfast‘breoder,_fuol cycles effectively produce their own fuel, the reistive cost of uranium -
Becomos hogligiblo. These responses arise only in reaction to long term increasing price
treﬁds, in the short to mid term, currently instalied or planned nuciear facilities have little

1 SIPRI, Nuc/ear Energy. see note p. 25.
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flexibility in their consumpion of uranium fuel regardiess of its price.

The use of nuclear energy for purposes of power production is largely restricted
to the developed Western economies. Table 3-2'" lists the major users and ma most
recent forecasts for planned nuclesr development it is not a simple task to assess
demand trends for nuciesr power production and subsequently the demand for uranium
as 2 mcla:‘ fuel Certainly, clfrrent cc;nsuﬁptmﬁ by existing facilites 1s fixed and in the
short tean demand is highly inelastic However. a number of factors have arisen during
the past decade which place any predictions of future demand trends in a questionable

ght | '
The demand for uranium is a function of electricity demand and the cost of
nuclesr power production relstive to alternatives The exponential increase in energy
prices since 1973, leading to a search for aiternate less energy intensive technologies, '
and a :sluggssh growth in the world sconomy. have greatly reduced the expected increase
m demand for electricity and hence nuclear powar '!* Problems of nuclesr waste disposal,
increasing costs of producing nuciesr energy, long regulstory lags. the costs and
feasibility of decommissioning production facilities!!! and uncertainty caﬁc&niﬁg the long
teri;ﬁ 'safgty of facilities have i15§ produced a world wide trend away from the
establishment of nuciear power programs.

The lack of a sound future for nuciear power has produced the real pﬁssﬂ:ﬂﬁy of

long term stability. Long cansn'uetian time, a vcr’y long expected - aconomic hfg of
facilities and the necessity of a stable and relisbla fuel supg;ly and service industry
Ww this period make speculstion on an uncertain energy technology impossible
The problem becomes circular as uranium suppliers necassarily nead long term contracts
m.ard-r' to confidently develop their reserves but cannot obtain solid commitments from

utility authorities.

-

T T it

1 OEC.D. Nuclesr Energy Agency and Intarnational Atomic Enirg y Agency (ranium:
Resource, Production and Demand, Paris: 0ECD., December, 1879) p. 29, Table 6
1* Doern and Morrison, p. 129

m jbid., p. 130.
wp.J Rasc and RK Lester. "Nuciear Power, Nuciear Weapons and internationel S‘:lbthty'

Scientitic American 2384 April, 1978/ p 51

|
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Table 3-2

1979

ACTUAL LOW
us 58 ] 1003
JAPAN 15 26
FRANCE 12 . 39
GERMANY 896 202
CANADA 55 12
QECD 120 2381
REST 6 : 19
WORLD
TOTAL 126 2571

1985

3034

| INFCE Estimates of Nuclear Power Growth (GW(as))
{(installed plant capacity) .

LOW
157.3
45

59
359
20

3878
a5

4328

SOURCE: OECD and IAEA. p. 29, Table 6

1990

192.3
€7
407
22
4834
50

5334

w
L

There is siso & crucisl conflict of interest in the uranium supply industry in wiwch

the major petroleum companies own 40% of ore processing capacity and 50% of low ,

cost reserves in the US alone '’ The problem is further complicated by the critical

overcapacity of the nuclesr reactor m:ﬁufm:turing industry Estimated to require

manufacturers sre ,ixﬁ,if:ti,d to receive orders for no more than tweive on average to

the year 2000

The Cenadian industry requires only one order per yesr and has just

concluded a ssles agreement with Romenia for a second CANDU power mstalistion!!

This is the first sale m over four years for AECL, but operating at 2 daficit is hardly a new

” state of affairs for the fgﬂiﬂl crown corporstion Howaver, sach of the major American

manufacturers has over 75% of its business in diversified interests other than nuclear

p@wt and in the present business environmaent of rising costs, large scale cancelistion

of orders and uxens capacity, it appears that thasa companias e rudy to withdraw

frc-m the markat u:h able to wumstiﬁd lhg mbnqmﬁt callaﬁﬂ“’ This of course daas o

m::t eaﬁtﬂbuta to the long term confidence af the utilities as nuclesr pawar reactors

13 jbid.
s The Finenciel Post, | August. 1981, p. 14
‘113 Rose and Lastar, p. 51



offered effectively by the company which supplied the reactor. The end result of this
self-sustaining uncertainty is a retraction to the more traditional, if not more paiatable
alternatives of fossi! fuel fired plants. N

The supply of uranium to the worid market is resiric;od to only a few countries
Table 3-3 illustrates that of the non—communist worlde totsl ‘assured (i.e already
identified) and ‘estimated (ie there is a 50% chance of exploitation at stated costs)

uranium reserves, 85-90% is located in only six countries

Tabie 3-3
WORLD URANIUM RESOURCESY
(1,000 tonnes, st 1 Januasry, 1979)
Reasonably Assured Estimated Additional
Resources Resources
<$80 $80- ' <s80 $80-
(kg J30/kg Iotal kg 130/kg Ictal
Us. 531 177 708 773 385 1158
Aust-
ralia 290 9 299 47 . 6 53
South
Africs 247 144 391 54 8% 138
Namibia 117 16 133 30 23 53
Canada 215 20 235 - 370 358 728
Niger 160 0 160 53 0 53
WORLD .
TOTAL 1850 740 2580 1480 870 2450
Above o
as % of 84 48 74 90 88 89

, Woriq - . -

’

WCommunist states excluded : e .
300.000 tonnes in Sweden not avsilsble for mining due to veto by local
authorities for environmentsl reasons.

SOURCE: OECD and IAEA. p. y Tables 1 and 2

&

Canads possesses 19% of the non-communist worid's uranium supplies.'* producing
-18% of cwrrent world requirements:i’ of winch well over 80% goes for export This
production will more than double in the next five years and can be maintained at that rate
into the next century, well past the point when the resources of other supplier countries

- — i — ———————————

¢ OECD and |AEA. pp. 18-19. Tables 1 and 2.
1 lbid p. 22. Table 3.
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are exhausted!' While most Western states have nuclear programs, only a few have

considerable proven reserves. The United States has the warlds largest depUsits of
ursnium but its large nuclear power program will make it a net importer shortly if it 1s not
siready ' France has some indigenous sources but is largely daﬁgﬂdmtaﬁ the large
reserves found in previous colonial holidings in Africa such as Niger and Gabon !’ As a
result Canada, Australia and South Africa sre presently the only uranium suppliers of
world consequence

The supply of uranium is again a long term proposition more depeﬁde;\t upon the
general state of the industry at any one time and the ability of producers to respond to
changes in the demand of the market than to fluctuations in the price of uramum. Over
the past two decades, stockpiiing programs in both producer and consumer countries,
primarily by the American Atomic Energy Commission, have effectively msulsted
producers from short term changes in uranium pricing However, repested downward
revisions of projected commercial demand because of reduced real consumption,
compounded by perennial forecasts of future supply shortfalls. have created an artificial
and consequently unstable markat!?

This is by no means a new story In uranium economics On the contrary, there -
have beerronly two periods n the post-war years when demand has exceeded supply
which have never materislised. This ‘sippage in demand estimates, often out by more
than twice real needs '’ has left the market in a state of chronic over—supply. While
regularly r;dm:mg short term forecasts, there s usually a complementary ncrease in the
long term. Therefore, producers have consistently responded to a demand which tumns
out to be illusory for the present but is no doubt ‘just around the corner.

Ufiﬁlurﬁ producers continue to respond to forecasts of rapidly hcreasmg

demand by developing :ms.daﬁbln excess capacity. Currently, ths Fﬂllﬂrﬁcjﬂ mmd:h :

- " — - —— o ——

L
1 jbid. p. 24 Table 5
wDJ Licr:w “Economic Rationale for Canada's Future Uramum Palu:y Resources
Policy, 5.3 (September, 1976) p. 209 .
120 OECD and IAEA p 18
11 Doern and Morrison, p 123
12 | ecraw, 'g_ZDS B o ) )
1 |hid, pp. 211212, see also US Congress, Factbook, p. 230
3
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.
Table 3-4
EGMPAHISGN OF WORLD" -
NUCLEAR POWER FORECASTS (GW(s))
Reporter . , i
OECD (1973 94 264 567 1068
IAEA (1974) 86 232 596 1127 2684
AEC (1974) 81 217 553 1049 2540
OECD liow 1975) 70 179 479 875 2005
IEA (iow 1976 68 181 470 887 2055
ERDA rrud 1876) : 68 167 374 675 1540

D axcludes USSR and Eastern Europe

M US Atomic Energy Commision

) International Energy Agency

‘' US Energy Research and Development Administration

Source Factbook. p. 230

production’ leveis for urarwum are expected to fall behind consumption before the year
2000.2¢ a prediction which 1s consistent with others in the energy sector. Therefore,
producers in Canada (Saskatchewan) Australia (Western Australia and the Northern
Territory) and South Africa (clamed territories in Namibia) have been véry active in
bringing new deposits on stream in anticipation of the increased demand Consuming
utiiities have encouraged this activity by negotiating long term fuel supply contracts and
have become increasingly involved in uranium exploration and development directly
These f:cts:n contribute to a highly competitive international market for uranum
which, for the individusi supplier, creates a situation with a desperate character The
international uranium market is in a chronic state of over-supply. a situstion which has
and \ﬁlili prevail for some time. This over—supply hes created a growing insat::rity and
instability in the industry. However, the consumption of uranium s increasing quickly and
consumers are eager to obtan iong m;ﬁ% contracts with reliable and stable producers.
With current fueling techniques. present consumption trends will exhaust identified
ursnium deposits before the turn of the century creating a psychological atmosphere of
some desperation on the part of the consuming utilities. and the appearance of a ‘selier s
merket. However. the inevitable progress toward technologies which are more fusl

e i e e e e e e e e s

114 OECD and |IAEA, p 37, Table 5



efficient will ultimately relieve this atmosphere of desperation as will extended estimates

of worid reserves. thus makmng it necessary for ﬁfadgcsrs to capitahise on thew uranium

have opted to exploit the existing market to the full as soon as possible and are entering

the competition in strength m hopes that aach can secure a viable portion of the axisting

~ demand Competition is fierce but the rewasrds can be gréat

This behaviour on the part of individual producers is inconsistent with the
macro-economic analysis of the supply and demand functions of the international market
Given the historical oversupply of the market the recurrent reduction in demand by
consumers. and the chronic instability of the market created by the divergence of opimon
over nuciesr safeguards. the expansion of production among all supplher states appears
wrational. However. as this 1s & consistent response. it would ndicate not a case of mass
hysteria. but rather a fundsmental distortion in the market

Because of the long term contracts between utilities and producers, and the

heavy intervention on the part of é@vmts to control wide price fluctustions, the
price of uranium has boon held to a narrow range of variation. In the short term, demand,
a‘ga'u’w because of iong term contracts and the |c:>ng lead time for nuciear facilities. 1s highly
inelastic Thorefon, for producers to ba increasing supply with a price that is for all
intents fixed. would requre some mectisnism by which’the excess pﬂxﬁ.fct e-n!b:
sbsorbed . | '
The Canadisn government. thrmy'l the crown corporstion Uranium Canada, has
opersted a continual stockpiling program, funded under three consecutiva titles, from
July 1963 through to 1974 These stockpiles now remain as a buffer against price
fluctuation and as 2 ruon)c against the Oagiiljttd 30 yesr supply of fusl for Canadian
nuciear power facilities. However, it siso offers a vehicle through which the government
_can ‘cover' for large scale production programs by industry in times of short term market
downturn. Hence. 3s the industry has always had this 'safety net in being sble to rely on
government for stockpiling assistance. the normal risk -ﬂ:;chgé to axéﬁsim has bsen
transferred to government. In return, ﬂ‘gvg@vcrrfriﬁticw:s a mechanism by which the

-———— e . ——— — ————— ——

113 Urarmum Caneds Ltd Annual Repart, 1978, tHull Minister of Supply and Sir\ﬂcis
1879) p. 15
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Canadian domestic uranium market can be effectively controlied

Given the sensitivities of consumer states to foreign. intervention into domestic
gﬁgrgy programs. S chranuc oversupply of the uranium market is of fundamental
nﬁﬁma fo the ultimate success of Canadas export policy Dn:ng previous times of
excess supply the price of uranium has been reduced often to beiow cost by playing
one producer off. against another* Since price has been overshadowed by the new
emphasis on suppher E;ﬁéltléﬂ-sg it 15 claar that these GD;fiﬂltléﬁs have now become the
prime target for negotiations !?’

This tough competition between supplyng and consuming states and among
producing companies takes place in a market which i1s not famed for its fair play and
3 sportsmanship There 1s a very real possibiity at present that inordinate and axpensive
safeguarding requirements will creste a movement toward obtamng unsafeguarded
supplies from less responsible suppliers at least on the spot market until suppliers
reconsider therr position, or possibly more permanently from substantial pradn.:;;fs such
as South Africa or the ex-French colonies in Central Africa Similarly, by pusting
consumers toward piutonium technologies (fast breeder reactor and reprocessing
technologies). sales of the not especuslly fuel efficient nor tachnoiogically advanced
CANDU reactori?* gsre also influenced. In any event, the reduced growth rate in nuclear
power production works in the favour of consumers in ihat as decisions to construct
new plants are postponed, the iaefneiagy of nuclear power production is advancing
répidly. The longer a decisionf is delayed. the greater the opportunity of acquiring a safe,
more fusl efficient plant.

The fact that (s
export safeguard cc;nditi&m 15 not only a testament to its convictions but also to its

da has heid so tenaciously to its requirement for stringent

substantial market power. However, the government's long standing predisposition to
subordinate economic interests to a more valued goal of non=-proliferstion would quite

i Lsr_ﬂw p ZD‘S C

" In recent uranium export negotiations between Australia and the UK, Waest German
and Japan. Australia retracted its insistence on approval of reprocessing and ra-trﬁsrir
Prices had baen previous! I established by the participating companies, and were out of
the terms of reference of the inter—governmental negotistions. See Desmond Ball,
"Austrglia and Nuclear NDH‘PFth!FI‘ijﬁ Current Affairs Bulletin 55 11 (April, 1978)
pp. 25-27

I factbook, p 220
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Clearly not sit well with many important interests in the Canadian political community. The
government would therefore have sorfle severe difficulties in convincing those nterasts
of the merit of its position The best solution to thcserdivergmg concerns was to
establish an environment in which there couid be an-octuvo trade in nuciear materials but
within the confines of a regime of tght safeguards As the effective price of Lr:uum
(nominal price plus safeguard requirements) was being manpuiated by market pressures,
t:f\e only aiternative was to control the market Attempts had been made to establish an
accord between consumers and suppliers but failed because of the duétmct divergsnce
of interests botwoon the two, and as a resuit Canada along with others in a similar
position opted to form 2 suppher's cartel

In 1972, the governments of Canada, Australia, France. and South Africa in
co-operstion with a number of muitinationsl mining firms. made arrangements for the
“orderly marketing” of uranium in the internations! market:!” The existence of this cartel
was not made public until Iste in 1976 through the leak of corporate documents which
unieashed a series of litigations that continue to the present!’® However. in the mesntime. -
a more public partmrshup had evoived The London Suppher's Club. comprising the major
exporters of nuclear materisis, equipment and facilities mcluding Canads, met first in
1974 to set standards for the export of sensitive materials and technology ! Each
participating state uitimately entered into a bilateral agreement with the AEA to supply
nuclesr materials and equipment only to those non-nuclear weaspon states which subject
all their nuclesr facilities to IAEA safeguards! - and who agree not to re-transfer
materials or technology to others uniess they too come under similar safeguards '’
Canada's .mm membership n these two nsocmior_\s, one highly secret
controlling the economiics of the market through the coordingtion of biddmé practises,
market allocation and floor prices. snother strictly above board. standardising the export
conditions and therefore neutraiising them as s market force, is far‘too significant to be

i —— T — — — — ——— — ——

1 PR Johannson and JC. Thom;s, "Canada’s Nuciear Dilemma Promotion vs. Regulstion’
~ Unpublished Paper, October. 1979 p 8

13* See The Financial Post, 4 June 13. 1981, for a8 comprehensive recsp of the progress
made $0 far in each of the 29 separaste anti-trust actions. see aisc Johannson and -
Thomas, p 10

B William Epstein, The Last Chance (New York The Free Press. 1976) p. 155

[ P |b.d -

13 Michae! Mandeibsum, “A Nuciear Exporter's Cartel” Bu//etin of the Atomic Scientist
33:1 (January. 1977) pp. 42 . ‘




comncidental.

The success of both of these organisations s in m question ft might be
saieulltad that this resutts from an sttempt by each to control a different sector of the
market without explicit coordmation. Similarly, the inherent instability of cartels no doybt
has a serious effect on their success as neither has ultimatsly secured the compliance of
all significant market participants. And finally it is not unreasonabie that, the considerable
influence of these orgamisations notwithstanding. in the ultmate battie between the
market forces of supplers vs coniumers, it is the consumers which have triumphed
through thewr superior bargaining strength and ability to resist the demands of suppliers.

4



IV. A History of Canadian Nuclear Policy

On May 18. 1974 an stomic biast rocked the Rajasthan Desert of Northern incha
announcing to the world that the “nuciear gerve” was truly “out of the bottie™** and no
amount of international reguiation could ensure that it would ever be contained ;g,nn That
1gly the ambassadors of the United States, the United Kingdom, and the Soviet Union, and
the charge daffars for Canada were summoned to meet in New Delhi where they wers
informed of India's advancement to that elite company of states which commanded a
nuclear arsenal They had a right to be first informed for each. through their respective
governments, had been direct participants in iIndias nuclear endeavours Nuclesr material
for the device hed been derived from indigenous urarnum, fabricated into fuel rods with
Soviet technical assistance, irradiated ‘mra Canadisn reactor using American heavy water
and*the plutonium extracted from the spent fuel in a British reprocessing plant!* The
avent not only made it al;waus that nuclear proliferation was an international reality and
possible through the application of peaceful technology. but that the NPT/IAEA regime
was powerless to prevent it and further, that there were Clear advantages to remaining
outside its grasp It slso created a policy debate within Canada which résg;ltgd in a vow
that Canada would do everything in its power to ensure that it never happened again !

Canada s psﬁi&rp;t;éﬁ in the Indian blast was the sad result of an anomaly of
Canadian nuclesr export policy which remains from its very sarliest efforts in nuclaar
co-operation. At that tyme basic principles for the export of nuclear technology were
estabhshed and have remained unchanged to the.présant. Altimugh these convictions have
been consistently recognised in principle, measures taken to ensure compliance in reality
have often been reduced substantially through commercial competition. While this has
resulted in insdequate protection n the short run, it has consistently increased Canadian
resolve that in future, it will not be confronted with a similar need to compromise these
ideais. Unfortunately, as with all questions of deep complexity, the problems of axpértiﬁg

'** President JF Kennedy in announcing the Nuclear Test Ban Treaty, 1964

¢ Constance D. Hunt, "Canadian Policy and the Export of Nuclear nergy’, University of
Foronto Law Journal, 27:1 (Winter, 1977) p 83 '

13 Reference to a secret Cabinet memorandum of 1974 which spécified that "Canada
would play a commanding roie in the establishment of an effective safeguards regime’,
see PR Johannson. "Change and Canadian Nuciear Policies’. Nuc/ear Exports and
Canadisn Foreign Policy. Unpublished Manuscript, 1881, Ch. VI, pp. 30-31

a3 !




single universal answer, but each issue must be deaft with individually before another can
be confronted The initial conflicts are resolved with ease and little resistance. Howaver,
n proceeding. the conflicts become more savere. the solutions less simple and with
resistance increasing, the measures necessary become more extreme. This pattern has
been ﬂweﬁ‘iich;mm through which Canadian nuciear export policy has evolved over the
years. Canadian nuciear relations with india are a vestige of those simpier times.
Principles of Canadian Nuclesr Export

The uranium industry in Canada started in the early thirties with the davelopment
of the Port Radium mine at Great Bear Lake in the North Wast Territories by Eldorado
Gold Mining Company.!” The mine was closed in 1940 but reopened in 1942 at the
government's request Uranium was necessary for the development of the atomic bomb,
through the war-time coliaboration of the US, UK and Canada The framework of the
co-operation was laid out iIn 1943 in the Quebec Agreement between the allies which in
part specified that security was of the utmost importance and hence all f:eatsn of nuclear
research shouid come under s&iet government control!™ As a result, an
Order-in-Council was 1ssued placing all new. discoveries of ursnium under the control of
the crown, barring private individuals from staking or mining uranium cisims and banning

the publication of information regarding uranium Control of the industry was completed

with the purchase of Eidorado by the federal government in 1944 and creating Eidorado

Miring and Refining Limited '**

This is the first basic principle of Canadian nuciear policy, that the federal
government shall have direct contro! over all facets of the industry and that the ultimate
decisiod making power would reside with the federal cabinet Exclusive federal
jurisdiction over the industry was seized by the Atonic Energy Control Act of June

1946. Section 17 which states
All works and undertakings whether heretofore constructed or hereafter to
be constructed,

a) for the production, use and application of atomic energy,

b) for research and investigation with respect to atomic energy, and

c) for the production, refinement or trestment of prescribed substances,

are and each of them dec/ared to be works or a work for the genersl

1" Uranium Canada, 1978 Annual Report. (Ottawa Minister of Supply and Services, 1979)
p. 15 .

D Hunt, p. 76 )
13* Johannson, Ch I, p 12




45

advantage of Canada.'*®

The Act further designstes all nuciear materisis and equipment to be ‘prescribed
substances’ or ‘prescribed equipment and places them under the control of the £xport
and Import Contro/ Act’ Permits for the export of these materials come under the
review of the Atomic Energy Contro! Board (AECB) and Eeprésmutives of the-
Department of External Affairs’ industry. Trade and Commerce and Energy, Mines and
Resources. As could be expected, there have frequently been conflicting veiwpoints
raised by each based on their’ respective interests and f"f%nce nuciear policy has often
been required to be respived at the cabinet level.}*? '

Largely arising from the secrecy of the war time collaborition, the responsibilty
for policy making was delegated to the AECB independent of any outside review, most
,ﬁotably the Parliament of Canada'*’ The Board is given wide ranging powers to make
reguistions with r':spect to research; mining and explération; production and refining:
- export and import; the control of information dissemination and international
co-operation'** with the approval of the Governor-in—-Council alone. Therefore, by
sltering the reguiations under the Act by Order—in—-Council,!*s or by instructing the Board
to 'modify its reguistions,'*¢ the immaediate control _>ovor nuclear policy res& exclusively
within the Cabinet subject only to consuitation with interested departments and agéncies.
In the security conscious atmosbhe_re of the post-war year: the blanket authority of the
qud was not opposad. However, recently there has been a great deal of concem
exprossed over the ntimate relationship of the Board to the Cabinet. and subsequently of
~ the failure of either,to deal with issues of nuclear policy 'at arms length' 14’

Having established a legal regime which adequately. imposed federal control over
the activities of the industry, it became possible to retract from direct governmental

participation in selected areas of the industry Therefore in 1947, all prohibitions on

———— - ——— - A —— ——— -

1 Atornic Energy Control Act, RS.C. 1970, C A-18, S. 17 ity being derived from
the declaratory power of the 8//itish North - America Act, Sec. 92(10)c) (emphasis added)
1 Export and | mport Contral Act, RS.C. 1970, C.E-17

“ M2 Hunt, p. 71, see aiso Johannson, Ch. Vi, passim.

13 Johsnnson, Ch. Il p. 18

us Atomic Energy Control Act Sec. 9

145 bid, Sec. 10

14¢ |bid, Sec. 9 ’
147 See Johannson and Thomas, passim, see aiso P.R. Johanrson and J.C. Thomas, "A

Dilemma of Nuclear Reguiation in Canada. Political Control and Public Confidence”,
Canadian Public Po//cy VI3 (Summer, 1981), pp. 433-443



private prospecting and development were lifted, with Eldorado Nuclear retaining its
position as sole purchaser'*' However, by 1958, this too w:s; lifted allowing private
producers to strike their own commercial agreements subject only to the requiremants
of the Atomic Energy Control Act and the Export and | mport Permits Act.%

This concern for absolute control of the nuclesr industry arose from what would
become the second principle of Canadian nuclear export policy, that control over the
proliferstion of nuclear weapons could best be achweved through internstional regutati

This intent is made clear in the Preamble to the Atomic £ nergy Contro/ Act
Whereas it is essential in the national interest to make provision for the
control and supervision of the development, application and use of atomic
energy. and to enable Canada to participate effectively in measures of
imernational contro/ of atomic energy which may hereafter be agreed
upon;.. 15 ' '

The ‘wartime trioc of Canada, UK and US issued a Tripartite Declarstion in
November of 1945 which initially stated their interest in usmg their existing dominance in
the field of nuclear technology as a lever with which to pressure others into accepting an
international regime which would prohibit the destructive uses of atomic energy.¥ in the
euphoria of the tmes over the fledgling United Nations, such a desire fit well with
general Canadian foreign policy and Canadians pressed hard for its success

If we are agreed on the ultimate necessity of some measure of world
government 1o maintain world security. we should, by every means in our
power, support and strengthen every agency of international co-operation
and under standing which can heip to make the world community a reality . .
We must work with all our might for a world under the rule of law. This
seams to be our only hope.!:!

As a8 result of this dedication to the establishment of an international regime ahd its

advanced technologicsl capability, Canada was invarisbly included with the permanent
members of the Security Council in ail subsequent attempts to implement a workable
international regime. Unfortunately. it was to be some time before such a regime

commanded the respect of the world community, but would never secure universal

) 5

144 Johannson, Ch lil, p. 23 ) .
14 bid, Ch IV, p. 27 o / '
1% Atomic Energy Control/ Act, S. 1 (emphasis added) :

131 Johannson, Ch il p. 15 _
12 Prime #Viinister MacKenzie King to the House of Commons on the 7r/partite
Agreement, 17 Dec., 1945, as cited by Johsnnson, Ch. I, p. 15




complisnce.!®
Inherent in this commitment to pursue. an effective internstional regime to control

the destructive uses of atomic energy. must be an equal desire to encourage its peaceful
use. This is the third basic principle of Canadian nuciear export policy, that Canada,
recognised the pdsitive and ggﬂsﬁxﬁvé uses of nuciear am:ggy and would actively
promote its commercial trade within the limits of safety imposed by the international
reguistion. The two are highly integrated. Lester Pearson. v\,}z-;ilg Daﬁuty Uﬁdgf'SEﬁrétﬁyk
for External Affsirs, in the first statement of the philosophy by which Canada would five
to the present, suggested that the then nuclear ‘have’ nations

should exploit the temporary advantsge they now possess .. by trading the

knowiedge of invention and manufacture they alone possess at present, for~

renunciation by all nations of the right of production or use .. [of nuclear
weapons] This in its turn maans international supervision and control of the

development and use of atomic energy.*

Although the consummation of this trade appesrs to be a simple task, it in fact has
become the single most contentious facet of nuclesr export policy as it places
acceptance of a most basic but nonetheiess complex philosophy directly in the sphere of
commaercial competition Canada has from the .outset put its safeguard requirements ‘on
the table’ to be bargained on an equal footing with other commercial considerations in an
attempt to secure 'a good deal. Wa have not always done so.
Canada as a Commerciai Entity

Canada's first entry into the field of nuclear energy on a commercial basis with
anyone but the wartime tric cams as early as 1947 with the provision of one ton of
uranium oxide (U,0,) to India for experimental purposes. Indian nuciear expertise,
advanced sufﬁr;iaﬁﬂy that in 1956 Canada's first sale af s CANDU reactor was n?da
through a Colombo Plan funded project to construct the Canada-India Research reéctor

(CIR) to be operational in iSED.ifi

— e e o et i =

1% The ill-fated United Nations Atomic Energy Commission, created by the first
resolution of the General Assembiy, Resolution 1(1), 24 Jen 1945 was uitimatety merjed

after a lack lustre performance, with the Commission for Conventional Armaments in
1952 to form the Disarmament Commission. The role was not again taken up until the
establishment of the /nternational Atomic Energy Agency on 29 July, 1957. see United
Nations and Disarmament 1945- 70,(New.York: United Nations Publications. 1970} p 2-3
12 Pearson in a memo to Prime Minister King, 8 Nov., 1945 as cited by Johannson, Ch i,
p. 14 ,
135 Johannson, Ch. lil, p. 30



There were no safeguards attached to the CIR agresment “We felt,” said John
McManus of the AECB later,” that it wouldn't look right. that we had to take the word of
the Indian government"* Thus the only reference to the 'trade betwsen technological
transfer and renuncistion of destructive uses was a single short clause in an aqually short
agreement that the CIR would not be used for anything but ‘pesceful’ purposes s’ Tha
agreement left the matter of safeguards for later discussions in the hopes that an action
of good faith by one of the nuclear ‘have’ nam:ms would convince the Indians to see the
provisions of the Statute of the International Atomic Energy Agency. upon which
discussions were rapidly coming to a conclusion, in a more positive hght On the other:
hand, it was aiso Canada's first .'sal: of a unique reactor technology which because of its
use of natural uranium was an vdéal solution to the energy starved nations of the world.

The Indian . agreement "not only marked us as a generous snd responsive people, it

'prcvidad a showcase for our technology, a sample room for our wares 15 india was

ideally qualified. as a central figure in the Commonwaealth, an mpoverished st:té with an
impressive deveiopment pragrirn: and a nation which had demonstrated its dedication to
pnc- What better place to situste a demonstration mode! of a new export industry.

India was not Canada's only commercial praﬁigm in 1956 France af’faréa to
purchase Canadian ursnium on an unrestricted basis. The US intervened under a
somewhat ioose application of the terms of a 1955 agresment between the US and
Canada on atomic energy.'’* and the French responded by accepting the safeguards but at
a significant reduction in price. The US again mtervened, this time contending that -a
Canada-US. purchase option agreement prevented Canada from seliing uranium at terms
more favourabie than those offered to the U.S. The sale Was never completed i

The outcome of these two initial transactions was to make officials aware of the
complexity of the relationship between the commercial and political aspects of nuclear
export, and of the need for more precision and consistency in nuciaar :gr:mnt: The
i Ag quc;:tsiﬂiﬁyi{fvitt; Stewart, "How We Learned to Stop Worrying and Sell the
Bomb', Mac/ean's, 87.11 ®Nov. 1974) p. 30 ' ’ .

ST Agreement between Canadas and /ndia on the Peacefu/ Uses of Atomié Energy, BSP

Col. 162, p. 845, 28 Apr. 1956
1% Stewart, p. 30

15 June, 1955, Can TS. No 15. p. 235, see Hunt, p. 77 for a summation of provisions,



result was a dgfmd procedure for the export of nuciear materials and a framework for

treaties which specified a general outiine of commitments and 1ssues which must be
addressed This procedure and model! treaty provide the structure for Canada's nuclear

relationships through to the present with only the forcefuiness of 8ach provision varymng. -

The procedure for exporting nuclear materials would be: ) A
1.1 that an international treaty would be signed between ‘contracting states which
; specifiad each parties ﬂﬁn‘; and obhgations with regerd to safeguards:

2 that within the termé of the overarching treaty, ihdividual firms would negotiate
sales contracts It was lxpﬁ:tld that this pﬁ.sa wouid not take place before the
conclugion of truty nagctutnans but in reality contract negotiations are errrjd out
concurrently and Sometimes in advance of diplomatic discussions: ‘

3 that the terms of the cantrm:t would be reviewed to ensure that it fuifills the
requlramcﬁts of the AECH. Export and Imparr Ferrmi‘s Act, and the speacial
economic, political or strategic interests of the Departments of External Affairs;
Industry, Trade and Commerce Energy. Mines and Resources: or National Defense
a5 thay arisa '@

Within this procedure the federal government is well placed to ensure that the terms of

each nuclear transaction are to its satisfaction

Between 1956 and 1958 treaties were signed with the Federal Republic o
» Germany, Swrtzarhﬁd Australia, Pakistan and Japan. The form of these treaties provided
the model for ;M future agreements Four distinct points were addressed in than and
sgbnauant treaties: !+ )

1. 2 statement that the material supplied under the agreement will be used only for

pesceful purposes. The definitton of a 'pesceful purpose ‘was not clearty
&ddressed in thase early traaties usuilly prohibiting only uses which ° further”
7 “‘may be diverted to military purposes.’ "1y
2 the conditions under which exchange may be made. Generally,
a the supplier would have to provide written authorisation before any mn_ga

(14 Jah-'nscn Ch, N
" lbid, Ch. IV, p. 53-4
143 Hunt, p. 78
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b. that surplus plutonium could be repurchased by the uppher
c that any materisl, emiprﬁem or information supplied under the agreement
could be retransferred uniess specifically prohibited by the supplier !¢
3 the safeguards which must be in place prior to the eichmga At this point bilateral
safeguards were necessary but a number of the tresties mske specific mention of
transterring sateguard provisions to the new IAEA Regardiess. bilateral agreements
mmmmrmmummmm&fsmn to execute its duties.
- Designed to ensure that supplied material was not diverted to military purposes.
these early safeguard agreements specified that the supplier had the right to
nspect the design and operations 6f nuciear facilities snd to receive reports and
records on the disposition of supptied matorials_wc
4 the term of the agreement For the most part the treatisas were to run for a period
of ten years after which sbrogation would require six months notice. The
mportance of specification of the duration of the treaty in this way lies in the fact
that along with the demise of the treaty. so too die the safeguard agreements and
pledges for peaceful use.!* '
There can be no question that the commitments elicited by these treaties are rudimentsry
at best. but they do show a marked improvement over the previous agreement with india
Further it establ:sr;es a systematic procedure within which questions of existing policy
#re raised to a competent level of authority and their solutions integrated into current
practise on a consistent basis. India, however, continued to be treasted differentially form
all other nuclear partners.
in the early 1960's. negotiations began between Canada and India for the saie of
, fndin’s first power reactors to be cailed RAPP | end RAPP i (for Rajasthan Atomic Power
Projectl The financial and technical commitments required for these projects were
considerable on both sides and it was felt that these nogotiations presented an excellent
“opportunity to place tighter controls on the previous CIR project The indisns would have
_no pert of these renegotistions cmmg the line they had held c_oncorning the 1AEA and

- . —— ——— o — ——— —

16 Hunt, p. 79
15 bid, p. 80
¥ bid., p. 81
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considerations took precidence smong Cansdian officisls eager to display the indian
instalistions before other nterested buyers such as Pakistan and Spain. As John McManus
of the AECB would again later explain,

One side kept saying look. we can use RAPP as a lever: we can say we won't
go shead uniess the indians agree to safeguscd CIR We knew CR was naked
[without safegurads] here was a chance to do something about it But the

* commercial people kept saymg that if we don't give the indians what they
want. theyll buy it elsewhere, they |l get it from the French or the Americans.
That was the telling srgument Evertuatly, it went to Cabinet and you know
who won i+

* The Rajasthan agresment, signed on 16 Décember. 1963 1 subsequently did not include
2 definition of peaceful uses restricted mutual n:lspét:tléﬁ of facilities only to purposes
of exchanging technical information, required only advance notification of the disposition
of spent fuel and made no reference to safeguards at aile Fortunately this agreemaent
was superceded by a trilatersl agreement among Canada, India and the IAEA for the
apphication of safeguards to only the RAPP facilities.!™

+hc -xp-ﬂaﬁ:- was not lost on Canadian officials who, in response to the Indan
position, attempted to improve the prgt:iiﬁt;rh of the 'standard treaty in agreements with
Sweden, Spain and Euratom!™ These agreements vary from ther predecessors in that
they specify that the agreement excludes ' the employment for miiitary purposes of
information. equipment, facilities of materials obtaned pursuant to this Agreement”!’
Further. suppiier's consent is necessary prior 1o the transfer of any reactor or identified
material!’’ Thase provisions were then incorporated as part of the ‘stmdard-trnty‘ as
wrdcm;gd by Canada’s agreement with Pakistan on the Kagachi Power Reactor, 24
'December, 1965 ' Nonetheless. the anomalous relationship with’ India had been

4" Agreement between Canada and | ndia on the Rajasthan Atomic Power Station and the
Doug/as Point Station, 16 Dec. 1963, Can. T.S No.10

4 Johannson, Ch. IV, p. 53

' 1971 Can. 7.S No. 38 ’ :
' Agreement between Canads and Sweden on Co-operation in the Pescetu! Uses of
Atomic Energy, 6 Dec.. 1962, 529 UNTS 9, Agreement between Canada and Spain on
Co-operation in the Peacefu! Uses of Atomic Energ , 8 Sept 1964, Can. T.5..No. 7.
Agreemem between the Government of Cansda ;ﬂﬁh«g European Atomic Energy
Community (EURATOM) for Co-operation in the Peaceful UUses of Atomic E nergy, 6
Oct, 1959, Can. T.S. No. 22 . )

" Hunt, p. 79 ,

" Ibid,, p. B0 The treaty with EURATOM did not include this iatter provision nor did it
include the restriction on the the use of information for military purposes,

L Agreement between Caneda and Pakistan on the Karachi Station, 24 Dec., 1965, Can
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confirmed and with two agreements bargained and struck in the same vein, was not to be

changed
The 1988 Uranium Debate

Canada's commercisl problems were. however. far from over With Canadas
irregulir rﬁl;tigns;mp with India firmly established. France once again approached Canada
in search of a large long term uranium supply contract The 1965 Uranum Debate
became one of international significance énd one which would crystalise the position the
Cabinet would take in a number of issues about which 1t was previously ambivalant The
facts of the case are reiatively simpie and almost a replay of 1956 Bertrand Goldshmidt
of the CEA recappaed the events of the day

We want to contract for 1000 tons a year, to be renawad annually. The talks
went very wel In fact within a day it was all but agreed Canada had two
prices then. the iower baing $10 40 The- Canadian nagotistor said they are so
happy with the way it had gone they would offer us the lower price. Then
came the question of safeguards and inspection

| told them that we would never accept international agency
inspection because that would maan Russian and other Communist inspectors
seeing our program, and Ottawa agreed that this was not good They asked,
"Would you accept Canadian mspectors?” and | ssid "Yes.”

We met the next day to complete the arrangsments. | said there was
just one more point As we wgr’a not getting the same product as the British
and Americans —I must insist bn a 25% discount That was the end of those
negotiations.!™

It is, :\owavgrf the context of these events which are of p%‘:mary importance. The
Canadian uranium industry was desperate for the sale In August. 1964, the United States
Atomic Energy Commission enacted the PFPrivate Ownership of Special Nuclesr
Materia/s Act which demed access to American markets of all foreign, snd thus Canadian
uranium The Canadian government had announced its second stockpiling program
designed to provide the minimum demand required to mantsin operations in the industry.

A proposed one hundred million pound contract to span twenty five years at premium

18 Finacial Post, 18 Dec 1965, as cited by Ulrich Strempel, “The Forgotten Link -
Canadas - EURATOM, and Canada - European Nuclear Relstions, 1959 - 79", unpublished
presented to the Canadisn Political Science Association. Banff, Alberta, 12-14

ec.. 1980 M. Goldshmidt somewhat overstated the French position as it is more
commoniy rezognised that the initial offer was in the range of $7 00/ Ib | see Toronto
Gl/obe and Mai/, 4 June 1965, and the final offer was well below the stockpiling price
of $4.90/ Ib., see Johannson, "Politics. Parliament and Foreign Policy - the 1965 Uranium
Debate’, p 11



prir,:ys could have done much to turn the siump around '™

internationaily, France had ganed a reputstion as the arch-proliferstor. Having
become a nuclear power in 1960 through military domination of its civikan nuclear
program. it continued an active nuclear test program and defied the American position of
nuclesr defender of the Western alliance with de Gaulle's pursuance of the independent
nuclear strike force. the force de frappe.'”” Negotstions on the Non—Proliferation Treaty
were showing resuits For Canads to agree to a sale of nucissr materials without
safeguards and a virtual assurance that some would end up as bomb material would show
a tacit approval of France's military plans and make a mockery of Canada's negotisting
stance of nuciear trade for renunciation of the military use of nuclear energy '™ Finally,
the United States placed considerable pressure upon Canada to reject the sale of
unsafeguarded uranium!™ In the end, the sale did not go through With the aid of
hmds.ight., we can see that it was not a good desl for Canada The French would have
gained ownership of the Denison Mine, at that time containing over twenty five per cent

of Canada's known reserves,'™ at an ultimate price which would prove to be iess than ‘

production cost This has led many snalysts to conclude that the safeguards issue was
only "used as a mesns of getting out of a poor commercial simttian““i- :

Yet the benefit of hindsight is ours alone. To relegate the issue of s;fagurds to
the position of a red herring in the 1965 debate, is 10 attribute to the é-:iseen makers
of the nrﬁe the gift of prophecy At that time, the size and duration of the contract was
confidential information as was the fact that the Denison mine would end up in the hands
of the French!® Moreover, if nfigu;rds were not an issus. then the Canadian
government weulé have sccepted the initial offer of the French government which was
at that time and would remain today. as an scceptable commercial arrangement In the
complex debate over the French sale which was often confused with rumowr snd
infuendo, it 1s clear that the primary initial concern on the part of the Cabinet was that

mEEETEEESETSEEmE—— L & B i R i
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1% '-b|d

1" g0 Strempel. p.22-26

e Johannson, Ch. IV, p.32

W ibid., Ch IV, p.33

0 joid, Ch V., p.16



Cahadian uranium was not to ba directly used far French military purposes!'" Hw-ng
satisfied itself that that was not to be the case. the terms of the agreement were then
assessed on their commercial merits These were eventually found to be unsatisfactory.
Therefore safeguards, rather than being used as an excuse to avoid a bad commercial
dasl. were in fact a primary considerstion | |

Thers were two immadiate ramifications from the 1965 uranium debate First, tha

:gc:’varmﬁt had confirmed its policy of insisting that Canadian nuclear materials be used

for only peaceful pmpésas and had demonstrated a wilingness to forego significant
sales if that condition was not fulfilled despite the wishes or needs of Canadian industry
Secondly, the rejection of the French sale made apparent the inconsistency in Canadian
policy of not insisting on peaceful use for Canadian exports to Britain or the United
States. As a result, a new policy was adopted which resolved this inconsistency The

Prime Minister announced that after consultation with the United Kingdom and the United

-States

We would be applying similar rules to France as to all other countries with
whom we hope to make bilateral agreement for the peaceful use of atomic
energy in the future. and we will apply these rulas to the United States and
the United Kingdom in respect of future contracts we may have with them '

The decision to forego the French sale might have been billed as a victory for
those who opposed the proliferation of nuclesr technology, but it aiso spelied disaster
tor the ailing uramum industry The loss of the French sale forced the government to

institute a second stockpiiing program in July of 1865 which would continue through

s

July 1970 at an evantusl total ec:ist(af over $100 million ' The abysmal state of Canada's
ruclear export industry also meant that without axports, tﬁeré was 2is0 no need for
alterations in policy However. in June 1969, the anticipated increase in demand for
nuclesr energy caused the government to make shght ;It-ﬁtic:ns in preparation for the

expected run on Canadian uranium resources'** The major change was to expand the

14 Note thet concern was for ‘drect use’' and little consideration was given to the use of
Canadian uranium for civiian purposes freeing indigenous sources for military use

114 Prime Minister Pearson to the House of Commons, 4 June, 1965 as cited Lv
Johannson, Ch. IV, p 34

135 Uranium Canada Limited, 71978 Annua/ Report . (Ottawa Minister of Supply and
Services. 1979 p 15 )

1% Mirister Without Portfolio. Otto Lang. House of Commons, 19 June 1969 as cited by
Johannson, Ch IV, p 34 '



that the Atomic Energy Control Board would have to 2pprove contracts prior to export
permits being 1ssued The critera specified for approval were ostensibly the contained
safeguards with accession to the NPT beng mentioned as a possible prm:aﬁditlgn to
spproval' However, it was obvious to the industry that the real thrust of the policy
Change was in reponse to the high degree of muftnational participation m the energy field
which was usurping the control that the federal authorities had previously helid over the
~nuciesr'industry Transfer pricing and ‘high grading of the extensive Canadian reserves.
axploiting Bﬂ high quslity deposits while leaving the iower grade ores behind '** by both
private firms and state controlled mining firms were effective means of circumventing
Canachan export control ﬁwefara 't was made clear that both price and the terms alf
the contract wculd be pl!:’!d unégr the scrutiny cf the AECB in ardgr o ensure that
Canada was recewving a far return for its resources However while the priorities of
Canadian nuclear export policy were turning increasingly inward, the pressures toward
the very real proliferation of nuciear wespons were building.
Cansdian Involvement in India’s Nuclesr Explosion

As early as 1964. Pakistan. m a stitfly worded diplomatic note alerting Canadian
officials as to Indias ntent, had Earﬁﬁl;ilmd that India was working toward the
construction of a nuciear device.™ in 1966, an official complaint was lodged with the
Secretary General of the United Nations citing similar apprehensions!™ It would appear
that Incha itself was making no pretenses as it announced to the General Assembly in
1966. 1967 and 1968 :ts Clear iﬁtﬁtbn to detonate a Peaceful Nuclesr Explosion (PNE)
and secured considerable support for its plans from other natioris of the third world "
PNE's wece, at the time. recognized to be a legitmate constructive application of nuciesr
; technology The Treaty for the Prohibition of Nucl/ear Weapons in Latin America (T reaty
of Tiateloico,) of 14 February, 1967 encourages parties to engage in PNE research in

Article XVIll specifying that states ".Mmay carry out explosions of nuclear devices for

peaceful purposes —~ including explosions which involve devices similar to those used in .

V. p.3%5
" Jm:oﬁ Ch V. p.38
1 Stewart, p.31
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nuciesr weapons.”™ Swnilarly, in the Treaty on the Non-Proliferstion of Nuclear
Weaspons (NPT). Article V, "_undertakes to ensure that . potential benefits from any
peaceful apphcation of nuciesr explosions will be made available to non—nuciear —~weapon
states..”'” It has been the contention of many developing countries, primarily india, Brazil
and Argentina, that PNE's are essential for national develiopment They have been
proposed for use in the exploitation of oil and gas deposits, openng of ore fiskis and
the clearing of overburden construction of water reservors, both above and below
ground, earth moving in canal and harbour construction and river diversion!'* However,
dangers from contarmination of ground waters or j’b@ve ground venting, safety in
handling the device and derwatives and geological snomalies prohibit its use in il but 8
few select areas ’ ] _
Canada, however. has never bun Ecanvmegd of the distinction between the

development of nuciesr devices for psaceful purposes and those for military purposes.
Aftar a tour of India in 1971, Prime Minister Trudesu expressed his concern over india's
intentions, which were becoming well known in official ¢ircles. in a letter to Prime
Minister indira Ghandi.

The use of Canadian sup lvgﬂ material, equipmant or facilities in India, that s,

at CIRUS, RAPP |, or Ft P Il. or fissie material from thase reactors, for the

development of a nuclear expiosive device would inevitably call on our part

for a reassessment of our nuclear co-operation arrangements with india, a

position we would take with any other non—nuclesr weapon state !

He went on to add that if india was intent on setting off such a blast, it shouid be done

- within the terms of the NPT (of ‘which Indis 15 not a signatory) with the aid of a nuclesr

pﬁw:‘?_ﬂi
Mrs. Ghandi would not be a party to a retroactive redefinition of ‘peaceful uses

l?ltn:ms undertaken by our two governments are mutual snd they cannot
aterally varied In these circumstances, it should not be necessary now,
m our view, to interpret these agreements in a particular way based on the
deveiopment of s hypotheticsi confingency 1*’

C;nldu mdut- Filpﬁﬂﬂ to this frank rebuff was to cut back sharply its nu::lnr md
192 Treary for the Prohibition of Nuc/ear Weapons in Latin Amenca 14 Feab., 1967.

') Tresty on the Non-Proliferation of Nuc/ear Weapons, 1 July, 1968.

1 Alva dal, "Peaceful Nuclear Explosions’. Bu//etin of the Atomic Scientist, 31: p. 30
¢ Letter from PM Trudeau tp PM Ghandi, Dct 1. 1971, as cited by Johannson, Ch. !V

p 54

1" Stewart, p 32

197 Letter from PM Ghandi to PM Trudeau, 12 Oct. 1971, as cited by Johannson, Ch IV,
p. 55. see also Stewart, p 32
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10 India and to curtail completely the training of indian nuciear scientists™ The ante in the
game of nuclear export bargaining had been substantially raised.

Concurrent with these discussions were negotistions with irsn for co-operation
in stomic energy.'” The provisions of this agreement reflect the impact of india’'s position
on Canadian officials Article 1(2) specifically states that "the development . af: a nuclesr
explosive device shall not be regarded as a peaceful use '’ Both IAEA and bilateral
safeguards were applied and the tresty would run for a period of five years with éii
months notification of asbrogation required thereafter However the apphcation of
safeguards and pledge for peaceful use

shall remain in force for as long as any material. nuclesr materisl, equipfnent
and faciities supphed pursusmt to this agresment and any specisl nuciesr
material produced therefrom or thereby [Le plutonium] shall remain in
existence and shall not have been returned by the recewing or producing
Contracting Party to the supplying Contractmg Party 1
The ramifications of the anomalous relstionship with india were therefore providing a
strong stimulus for added scope and precision in Canadian agreements with its nuciear
pm: Névgrﬂi;ss. the lessons that Canadian officials had learned In the rest of their
nuciesr transsctions were of littie use in bringing relations with India into line

Canada's immediate response to the blast was swift and angry. Mitchel Sharp,
Minister of External Aff:ir‘si noted that Canada saw no distinction between a peaceful and
a non-pesceful explosion Spesking with righteous ndignation. seesoned with a good
~ deal of national embarrasment. Sharp informed the House that Canads would no ionger
“assist ‘and subsidise, directly or indirectly a nuclear program which, in a key respect,
undermines the position which Canada has for a long time been firmly convinced is best
for world pesce and security’”™ As s result ail nuciear shipments and technical

consultstions were curtailed as was all financng for debts incurred through nuclear

" Hunt, p. B2 :

" Agreemant between Canads and Iran on Co-operation in the Peecefu/ Uses of Atornic
Energy, 7 Jan 1972 (1973] Can TS No. 2

% hid ’ ,

" bid, Art VI - '

! Mitchell Sharp. Minister of Extarnal Affars, House of Commons Debestes, 18 May
1974, as cited in /nternetionsl Perspectives, July/August 1974 p 24
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transactions. and the AECL's . representatve was recalled from Bombay* For
humanitarian reasons, food and agricultural ad continued unimpeded 1* g
The immediate response was one of urgency The blast came during a federal
election and international outrage was considerable However, the longer term response
was deliberate and considered The keystone to the response was a decision made by the

Trudeau Cabinet upon which Canadian nuclesr sxport policy 1§ now basaed
Although the specific wording of the 1974 decision (as set out in the Cabinet
memorandum) 1s not publicly avallable. many of those who ware involved in
the decision have used common adjectives in describing it = Cabinet decided
that Canada shouid adopt a leadership position in seeking a tough international
system for the management of nuclear energy Rather than accepting the lead
of others. Canads would play a commanding role in the establishment of an
effactive safeguards regme This sweeping mandate axplains many of the
actions taken by Canadian officials after 1974 1

This single decision would appear to give carte blanche authority to the architects of

Canada's nuclear export policy to pursue an effective regmea for the prevention of

nucjear proliferation regardiess of the implication which those decisions might h,l}f: for

other policy sreas F

The realisation of this reassertion of Canada's commitment to non—proliferation
Came in swesping chgnges to Canada's nuciesr export policy which resuited ffom sn
extensive review of past policies announced to the House, 20 December 1974 1% The
_new policy specified that ‘

1 all ECC)HSUMQFS would be required to supply binding assurances that no Canadian
nuciesr material, equipment or technology would be used to produce an explosive
device for whatever purpose; ,

2 a ‘trigger list of certain nuclesr gquiﬁmét such as re;etarxs,i fuel fabrication,
r:pra«;gssing md  heavy water plants, ther major cmts. and relsted
technology. will require the application of safeguards;

3 safeguards would operate on the ‘contagion principle, e all supplied ﬁuc:lur ‘
materials, equipment or facilites and a// subsequent generations of nuclesr
meteris/ used, produced or processed from, by, in or with C‘)gdi:n ﬁﬁeri:lg or

3 Jjohannson, Ch. VI, p. 20

4 Hunt, p. 83 )

1% Johannson, Ch. VI, p. 30-31 ) N
1 D Macdoneid, Minister of Energy, Mines and Resources, House 6f Commons Debates,
20 Dec. 1974, pp. 2428-30
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V)
facilities are to be covered by | AEA saleguards.
Not only wili these binding safeguards apply to all future sales, but the
government has decided to negotiate additionsl safegusrds in respect of
ursnium supply contracts already approved Existing contracts snd contracts

pending will be allowed to proceed during the course of the next calendar
year while new safeguards are being negotiated '

policy review. only two countries have accepted Canadian modifications to existing
agresments, two have signed new safeguard agreements and three interim agreements
have been concluded |
Two new agreements we.rs aldo signad with South Korea, a party to the NPT 1
and with Argentina. which is not’® Much reliance is placed in these treaties upon the
NPT/IAEA safeguards regime, which of course leaves the Argentine agreement in a
somewhat more vuinerabie position Both tresties specify in Article | that the agreement
relates only to psaceful purposes and that an explosive device :s not considered fa be a
peaceful use. Argentina, as a non-party to tha NPT or Tiatelolco Treaty is under no
general, legal obligation not to acquire a nuclear device. nor does the Canadian agreement
_ prevent it from doing so.}!! Both treaties require that |AEA standards used for physical
security and that the pledge of peaceful use be apphed to all subsaquent QGF!BF;’HDHS (the
contagion principis). An interesting innovation in the ﬁarg,an agreemant 15 the inclusion
under this principle of "equipment and facilities which are iocated within the jurisdiction
of .[Koresl. which .[Canada] considers are making use of principles contained in
informptioh supplied or ‘obuined . pursuant to this Agresment”1? Strangaly this éliuse is
not include& in the Argentine agreement which, with few other facilitiess under IAEA
control, should require a greater degres éf bilateral supervision:* Thi laxity can be very
qQuickly explained by Cansda's eagernass to make the Arggntnne sale (contrary to policy.

307 |hid.

™ Johsnnson, Ch. V, p. 47 i ) '

19 Agreement between Canada and South Korea for Co-operation in the Development
and Application of Atomic Energy for Peacefu/ Purposes, 26 January 1976, unpublished
ne Agreement between Canads and Argentina for Co-operation in the Development and
Application of Atomic Energy for Peacefu/ Purposes, 30 January 1976, unpublished

M Hunt, p. 84

m fpid., Art V(1)iii), as cited by Hunt, p.84 '

213 |b|d .



prior to a safeguards treaty bmng in place)!* worth $480 million’! against hesvy
competition from Waest Germany. - .
Considerable public outcry followed the Argentine and South Koresn agresments
concerning the provisions of the arrangements, not the least of which was the $20
million paid to foreign middiemen to act as sales agents !¢ This outcry was not, hmvgvgﬁ
exclusively aimed at t:!nfy these agreements but was precipitated by a number of emotion
laden events to be discussed in a subsequent chaptér. which r;ised the issue a? nﬁclsgr
exports to a high level of public consciousness 1976 ended with a final policy change
which would take the isémim of Canada's dominant role in international nuclear affairs
over the brink. On 22 December. 1976, Donald Macdonald announced to the House the
following changes to the 1974 safeguards requirements
1 future contracts with non-nuciear —weapon states would be limited to those wf;i:h
ratified the NPT or otherwise accepted IAEA safeguards over their entire nuciear
program (full-scope safeguards);

2 ‘tc terminate nuclear shipments immediately to any non-nuciesr-weapon state
which detonstes a nuclesr device !

Canada had been the first supplier Country to require full scope safeguards. The
Europesn countries, primarily France, and Japan had still not come to an igr’gsméﬁt which
satisfied the 1974 requirements and were not any more snamoured with the new
,idéiticsms, However, the government was aware of the impl;;:tians' of its actions and the
Minister terminated his remarks by noting:

-. the Government of Canada has unilsterally decided to strengthen further
Canada's safeguard requirements. As in the past we are prepared to accept
the commercial consequences of being clesrly shead of other suppliers
Indeed, 'commercisl consequences were in étcre for the new policy as an ultimatum had
been put to the Europsans on accepting the new safeguard package. Nine days hence the
government would “have to decide whether progress [on an agrasﬁﬁnt}'wgs sufficient to
4 Stewart, p.29, the Korean deal was worth 5600 million ; :
1 Auditor Cf,éner:l of Canada, Report of the Auditor General, 1977 (Ottawa: Information
Canada, 1977) as cited in P. Roff Johannson and J.C. Thomas, "Nuclear Regulation in
Canada’, Canadian Public Policy, 7.3 (Summer, 1981) p. 439 L '
*” Donald Macdonald, Hous Commons, 22 December, 1976, House of Commons Debates,

. 2258
e
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allow us to continue shipments on an interim basis or if we wauld!siﬁ:ly disrupt
shipments as of December 31°1* The subsequent embargo on all shipments of uranium
to Eﬁropo and Japan would become the proving ground for Canada's apparent unilateral
effort to ;stdp!ish 8 tough safeguards regime. How successful this attempt was, and
whether it was in fact unilsteral, or rather a marshalling of international forces will be
_expiored in Chapter VI. :

Through three decadfs of Rarticipation in international nuciear transactions,
Canada had osublishgd agre nty with thirteen ceountries and two international
organisations for the peaceful use“of atomic energy Two conclusions can be drawn
from this examination of tha evolution of Canadian nucisa export policy through the
negotiation of each of these agreements. First, Canada has pursued a defined set of
goals in each transaction and second, there is a price which must be paid if the pursusnce

ad from the

of those goals is to be successful These goals have remained unchang
beginning of Canada’'s nuclear experience and have also rat:insf;! a consistent hierarchy.
_Howaever, the critical error in pursuing these gosis has been to' link directly and
éonsciously, the issue of safeguards against the prolifgritian of nuclur weapons to
other commercial considerations.

This link is not exclusively in the minds of only Canadian officisls A direct
relstionship between the price of nuclear technology and the safeguards which have been
placed upon its trensfer has been demonstrated. Consumers have caﬁsistéﬁtl; shown a
propensity to'considor the terms of sn export agreement in terms of the total costs of
the transaction encompassi_ng economic,‘ political and strategic considerations or the
‘effective price' of the transfer.

As a result, the Csnadisn government consistently has entered into nuciear
negotiations with ‘the best of intentions. The foremost consideration in these
negotiations has been that the transfer should tske place within such limits of safety
which are thought adequate at the time. Howsvar, during the course Qf the bargaining
and by placing the detwils of saféguard requirements on an equal footing with other )
commercisl considerations, the substance of these safety precautions has been bartered
away. Lester Pearson proposed in 1945 that Canada should trade its nuclear expertige

———————————— —————

1 |id, p. 2260
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for renunciation of the war-iike uses of atomic snergy. For the most part. Canada has
done s0, though the terms of this trade have not always been entirely satisfactory

There are basic requirements for the application of a statist anglysis to a specific
policy area Primarily, there must be a persistent and sustained set of objectives which

have a consistent heirarchy over time The principles which have guided Canada's conduct

Qf its nuclear transactions demonstrate the existence of such objectibns. while the

outcome of these transactions similarly demonstrates their consistent ranking in the v;luai
structure of decision-makers Canadian policy makers clearly recogrised the relationship
between nuclear safeguards and economic return very early in thewr commercial dealings
and made clear their intentions although detail was lacking m treaties negotiated at the

time. However, this relationship was never made so apparant as in Canada's dealings with

France in 1956 and 1965 where the price of safegusrd commitments was firmly

established Invarisbly the outcome of each transaction was a greater commitment on the
part of Canadian policy-makers to ensure nuciesr trade took place only within a safe
environment These and other events in the dsrivitién of Canada's nuciesr export policy
indicate thet this area is compatible with the statigt analysis in so far as it can be shown
that these objectives can be met by a central decision making body acting autonomously

in both a domestic snd international contaxt



V. Th- international Uranium Cartel

On February 1-4. 1974, the representatives of the governments of Australia,
Canada, France. South Africa and virtually all the world's major uranium  producing
- companies: met in the offices of the Commissariat a 'Energie Atomique (CEA) in Paris 32
"The objective of these meetings in Paris was to determine whether or not.the uranium
producing countries, l’id the companies who have stockpiles and uncommitted
prc::du;:tian capacity could agree on a formula whereby they could satisfy the free world
demand (outside the United States) for the period through to the end of 1977, in an

" orderly fashion "1 Within the next eight months this group would command 100% of the

world's uranium market’’’ and in five years would increase the prica of uranium by over
700%

The Cm as it came to be known, was formally compatied of the four major
-uranium’ producing countries, and a fifth member, the only corporate body with
equivalent -l:t,itufi to the member nations, the massive British metals corporation, Rio
Tinto Zinc (RTZ) These five members directly represented the interests of thirty—four
uranium producing companies?!’ ‘;ﬁd an amorphous group of 'associsted fﬁ*ﬁws which
were aware of the operations of the cartel and participated in its activities but were not
directly involved The state groupings were a natural selection due to the considerable
amount of national control each had within its domestic ursnium industry. Both France and
South Africa have caﬁtril marketing authorities (the French CEA. subsequently to become
COGEMA in 1975. and Nuclesr Fuels Corporstion NUFCOR. in.South Africa) which,

:itheugh private corporations., have close links with their respective national

* The majority of the evidence cited in support of the existence of the uranium cartel is
taken from the testimony presented in the Hearing Record of the House Subcommittee
-@n Oversights and | nvestigation of the Committee on Foreign and | nterstate Commerce,
“International/ Uranium Cartel”, Vols. | and |/, which held hearings beginning Nov. 4,

1976, May 2, June 1, and Dec. 8. 1877 Documents noted as ‘"MKU Doc. (for Mary
Kathieen Uranium) are numbered according to the system of the California Energy
Commission which first made them public in the United States 'Gulf Documents are as
set out in the record of the Subcommittee Hearings of May and June, 1877.
1 Minutes of the Canadian Uranium Producers Meeting, Feb. 15, ‘197".§l ouse of
Representatives Sub-Committee, p. 455 N
31 An nternal RTZ memo of Sept 1972 notes that 8 German utility rgg}rmg a contract
for 800 tons of yellowcake was ".. looking all around the world to ‘get it at prices below
those of the Ciub. So far they have not been successful” see June H Tiylor and Michael
D.Yokell, Ye//owcake: The | nternational Uranium Carte/, (New York: Pergamon Press,
1979), p. 94, MKU Document 13. p. 1 )
1) see Figure 5-1 '
e Taylor.p 71- 72

o
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governments.’! Canada and Australia are not, so endowed However, in sach case, the
government took a firm leadership rols in organising domestic participation in the cartel
RTZ, on the other hand, is the largest urarwum producing ccr‘pt:rltmﬁ in the world, with
rr\mar operations m al of the uranium axporting countries and has, through joint
awnarsmp and interlocking directorships, influence with the majority of producing

firms 2¢ Its intimate relationship of over one hundred years with the Government of Great
Britain and particularly the Canservmva Party alsc afforded it a degree of influence
which may well have surpassed the governmental members. The pervasivenass of RTZ's
influence and operations was indispensible in establishing the cartel and in maintaining
discipiine in the cartel's daily dealings.?** ) »

The organisation crystalised quickly and after plenary discussions of data
provided by ﬁprtis@mts on. resarvas, mining’ and production capacities, stockpiles,
estimates of international utility requirements and existing delivery contracts, met in June
1972, in Johsnnesbyrg. South Africa, to formalise the cartel and agree upon its rules of
“operation. At the time it was estimated that a demand of 26.000 tons of U,0, remained
uncoromitted through to the end of 1977 of which half would be spoken for by the
middie of 1972 if the cartel did not act Producers on the other hand were operating at a
level four times this demand rising to a pasﬁblg iED.DDG tonnes of stockpiled and
uncommitted prain:tian capacity avsilsble to supply a potential market estimated
@étimisﬁc;lly at 75,000 tonnes The solution was to allocate the an:eﬁimittgg market to
ssch participsnt with regard to its individual production Eimcity at the present and
potential in the future After much acrimonious debats, the rnnrkat share quotas shown in
Table 5-1 were decided upon.

R was decided that to avoid combines legisiation, the domestic markets of the .
participating states and that of the United States would be exciuded from sny marketing
arrangements. The two stage cpata allocations recognised the important position of new
entrants to a c::rt;lisad uranium mark et gﬁicuﬁriy in Australia snd later in Canada, :ﬁdA

|llustrttas the Icong tgrrﬁ thinking with which the architects of the carte! gpprm:hed its

113 T:ylar p \70

e ihid, p. 73-756 :

1 Lord Carrington, Secretary of State for Foreign Aff;urs sits on the executive of RTZ
with responsibilites for governmental affairs.

1t Taylor, p. 73
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TABLE 5.1 )
NATIONAL SHARE MARKET QUOTAS

NUFCOR (S5 Africa) 19

Uranex (France) g
A;ﬁs a

19
RTZ

— I Ly

AEN-WW
DO~
SO
2 3 20 20

24

13

Y NTNTN
NN
A ARGt e e

Source MKU Doc. 8. p5
conception Although the alleged object of the cartel was to rationalise the uranium
market until supply and -demand could re—establish a stable equilibrium. arrangements
" were sventuslly made for the period through 1983. after which it would be difficult to
justify the cartel on .frythiﬁg but grounds of mutual self-interest !*

In contrast to the convoluted web'of accounting and tranferances commonly

encountered in other secret combinations, the meshs_used By the uranium csrtel to
assure the proper allocation of contracts was simplicity in itself

The most sasy way to describe it .. is to imagine five giasses on the table and

the idea is to fill those five glasses at an approximately agual rate so that no

one s glass gets full of wine before anyone sise's?
A central secretariat was estsblished, the Uranium Market Research Organisation (UMRO
or SERU in its more common French acronym) and secreted within the CEA in order to
operate a rigged bidding systermn for uranium contracts. After the quotas were set, each
producer raceiving a ‘bid request’ forwarded it to the secretary who decided whose turn
it was to ‘have his gliss filled. Thiybac.m the 'lead—bidder and would bid at the cartel
approved floor price. To maintain the illusion of competition, a rumsr=up bidder’ was
* aiso designsted which would offer' no less than S.08 sbove the floor price If other
members chose to bid, ﬁ-vay were restricted to floor price plus 5.15 Should a
‘lead-bidder fail to win the contract becsuse of consumer preference or long standing
associastions {no ‘sweetenar's wera of cc:frse sllowed) accommodstions wers made and
taken into consideration in the next round of bids. East Asian countries. specifically
Japan, Taiwan and Korea, would be required to pay 52;3 sbove floor price ostensibly .
because of thair heavy commitmants to massive nuciear energy programs, lack of ready

6

1 Taylor, p. 81 :
1 |bid, p. 88 : ¥



afternstives and subsequently greater ‘willingness to pay. in a similar vein, ‘middiemen
were considered to be a primary cause of the depressed state of the uranium iﬁm'stﬁ
and a major threat to the ;Frn operation of the cartel Hence all bid requests were
required to specify the ultimate end user and it was recognised that the supplier was
entitied to quote directly to that user?" Quotations to 'middiemen. such as
Waestinghouse, General Electric. etc., would be at $ 35 above the floor price.

A To simplify the future aﬁ&niaﬁ of 'Club’ activities, no deliveries of yellowcske
after 1978 were to name a specific price, but were to be delivered at the ‘world market
price: This ensured thst after negotiating initial contracts at cartel-set prices, all
subsequent agreements would astomatically take effect at prices daéigﬁnad by the
cartel, as icn'g as the Club maintained its control over the market and the continuing strictx
discipline of members This featwe of the Club's pricing policy acquires important
significance in its later activities.

i The inherent instability of a cartelised market arises from the increasing incentive
for a single member to ‘cut and run as the market becomes more distorted Without the
natural leveling device of the free market. a certel must somehow impose discipline on
esch member. The uranium cartel did so in two ways First, it required complete
disclosure of all facets of its related activities to the secretariat All contracts, letters of
intent, inquiries, quotations and delivery invoicas were to delivered to the secretary and if
not, the offender would bé called upon to account before the ‘Operating Committee’, an
executive of two representatives from each participating state and RTZ If found to be
working against -t.ha interests of the cartel, its quots would be reduced. RTZ's position
of being in contact with virtually every facet of ﬂ:n industry worid-wide insured tHat no
individual p&adut;ar or member country would be tempted to act independently.

Unfortunately, no one was ;imil;rly able to monitor the activities of RTZ.1

Each was ?pqmrad to insure that cc:mpqus opersting within theic boundaries knpt within
the rules of the Ciub, provided the na«:ns:ry documentary information lﬁd'dld not
excead its quc:t; Fﬂﬁea and South Africa presented no difficuity as they each had

m MKy Drx 8.p 15
31 House of Representatives, p. 594
¥ ibid p. 280
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central marketing corporstions in the effective control of the government Canada and
Australia placed the -shipment of uranium under export control and made the contract

price a criteria for the 1ssuance of an export licence. In this way, contracts had to be

-presented to the governments. hence to the cartel secretarist, and strict tabs could be

kept on ‘afl domestic producers.
There can be no doubt that the cartei was sbsolutely successful in satisfying its

avowed purpose of estabhishing a system for the ‘orderly marketing of uranum

internationally. Documentary evidence called in Hearings before the Subcommittee on
Ove/s/§Ms and Invésiiéﬁiaﬂs of the Committee on | nerstate and Foreign Commerce,
U.S. House of Represematives, in 1976, revesl thst between Februsry of 1972 and May
1974, the control which the Club exercised over the international marketing of uranium
was unassailable The En,-rkatir»g procedures and requirements were relstively common
knowiedge within the industry.”* and the mestings of the cartel members reported freely
in the press, ' although neither were aware of the full extent or mpact of the
organisation. i ‘

What is not at all clear is the effect the cartel had cn.thg dramatic sevenfoid

increase in the price of uranium between December 1972 and September 1976, from

less than $6 US per pound to over 542 US The coincidence of this astronomical increase +

with the existence of a cartel with uncontested market power provides a tempting but
somewhat over simplified explanation for the price rise. Placed in the context of the
world-wide market for ursnium, the importance of the cartel is reduced, but not
eliminated. ' |

The world ursnium market in the early seventies was in dire difficulties, as serious
2s any previous period in its history After the haicyon days of the nuclesr weapons race,
consistent cutbacks®by both military snd non-military consumers placed increBsing

.pressure on consumers. This bad stresk for producers culminsted in 1964 with an

embargo placed by the United States on ﬂ'll mrmt of foreign mined uranwm for use

in American raactors. Thc; single action effectively closed off 70% of the world's

- — ———— —— o = 2

ae Arletter to John Proud, head of thc Austrsiian Uranium Producer's Forum, July 1972,

LN

from a new potential exporter requested ".. information on the limitatdns under which

uramum producers will be exporting.. llnd] .2 copy of the Producer's Agreemaent
ka“ sharing. minimum, export prices, etc .", MKU Doc 9. p. 1

”’ see Wa// Stfn-r Jaumil Feb. B, 1972 Aug 1972. as cited by Taylor. p. 63




e e —— . .. ———— . ’ . _M

69

‘demand for uranium to non-US. suppliers.?™ By August 1971, Nuexco reported that
“several hundred thousand pounds [of U,;0,] have been offered for immediste delivery as
low as $S3.55 per pound'!’" which was v@bﬂow production costs. The major price
slasher was identified as Nufcor, the South African firm. which because its ursnium is
_ Produced as a by-product of its gold rmining operations, had significantly lower costs of
production. and was in desperste need of a cash flow !t Stockpiling programs in
Australia. Canada and France had reached the upper limit'of practicality. Without some
Stability and long term security in the market, there would be no uranmum industry.
Once having established order in the market: the cartel proceeded to raise the
price of uranium to a level where producers.could retrieve ther fixed costs Figure 5-1
demonstrates however that for the first 18 months, the cartel's floor‘ price lagged behind
the spot market price In fact, it was not until the third revision of the floor price
scheduies in March of 1974, that the cartel price actually lead the spot price
Clearly there wers other 'factors/n work in-the uranium market which r.sultodvm
the price rise. The mést significant of these factor§ were
1., the Arab oil embargo of 1973 and massive price increase in oil bringing a
sympathetic increase in alternative energy forms,
2 the election of a Labour government in Australia and subsequent moratorium on
ufanium exports from that country,
3 the delay of enrichment and reprocessing technology?*’
It will be lnotod that tho'mnjor impact of t;\/ese factors, as with most of the others tited
by analysts, is psychological rather than material During that period of the price rise
there was neither a reduction of supply nor an increase n real consumption which
seperately or in combination, was sufficient to warrant a 700% ‘uncrqase in the price of
uranium. There was, however, a general feeling within the industry that a price rise was
ultimately inevitable, a number of circumstances existing In the market which could

- - ——————— i~

136 OB'J'S Runnais, “A Brief Submitted to the Cluff Lake Bo#d of inquiry”, April, 1977,

g": Nuexco, Monthly Report August 19, 1971, as cited by Taylor. p. 67 -
138 MKU Doc 2, Attachment il, p. 6

1 Nuexco, "Significant Events in the Uranium Market, 1988-76", October 15, 1976, as
cited by Taylor, p. 105 '

see aiso “international Supply snd Demand’, House of Representatives, p. 364 -

o
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Table 5.2 _
CARTEL FLOOR PRICES E
N ,
- -
Year of Price Schedule
Delivery (SUS / Pound!
1972 SUS 540 : we _ e
1873 sUS 57% sSUS 6.70 e o
1974 sUS 610 sUS 7.20 sUs 850
1975 SUS 645 sys 770 sUS 935
1976 sUS 6 80 sUsS 820 sUS 10.30
1977 sUS 7.15 sUS 895 sUS 11.35
1978 '8US 750 sUs 9.70 sUS 1250
¢
. ~ Sowrces
\ June 1972 - MKU Doc. B. p
‘ Oct 1973 - Guif Doc 73- Sf
Mar. 1974 - Guif Doc. 7-4-24 "Ciean Draft’ App.ﬁdlxl
explart that psychological stmosphere *® ) »

The documentary evidence on carte!l floor prices ceases in January 1975 at
which point the cartel had been leading spot prices for one year By that time the cartel ,
£y

had become a smoothly efficient operation snd one which operated according to 2

consolidated set of standardised procedures ' Existing evidence shows that marketing
srrangements had been formulated to the end of 1977 and forward plans had been made
to 1980 and possibly to 1983, to be approved on the basis of the market equilibrium in
evidence at that time. As the cartel was not publicly exposed until late 1976, there is no
reason to believe that it would have ceased to operate prior to that time The revelation
of the cartel appsrently placed a damper on the spiraliing price of uranium Howaever, the
pause was for a period of only six months after which it continued to chmb at a ;imil:ﬁ

rate to a price of $40 to $42 predicted with amazing accuracy and consistency by senior

1 The New York State Assembly. after finding that the cartel had infiuenced the prices
of eloctrncuty paid by New York consumers, charged uranium producers with
. not sbandoning competition, but escalating ther umform prices m

tandem with raising oil prices aiming for a one—price energy policy pegged

not to production costs but. in fact, to a partially self induced crisis.’
Statement by Oliver Koppe!. New York State Assemblyman, in the introductory summation
of past evidence before tho tinal sitting of the House of Representatives Subcommittee
(Dec. 8, 1977), Vol Il p. 4
11 Guif Doc. No 7-4-24, 'Clean Draft’. Appendix |. ses aiso testimony of Lawrence
Gregg. Gulf Minerais of Canada Limited. House of Representatives, p. 256-61
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rnm:try affiegls!n@m documented ties to the cartel’s! At the end of 1977, pracisely the
date established in the cartel marketing schedule. the price of uranium ceased to climb
and continued at the ‘world market price of spproximately 543 for exactly three years,
despite a plummeting demand for uanium and a consequaent plunges in production
Uttimately, the market became so over supplied that consumers began selling from
" stockpiles purchased m cheaper times and ﬁét‘raqurad for plants which had yet to be
. hcensed Producers found it easier and less costly to fil long term ganﬁ:sttml
commitments by purchasing on the spot market Hence the market was turned ‘;psuéi,
down where the producers became the purchasers and the consumers, the sellers, with
the upper limit on prices, the cost of production Unfortunately. the uranium mining
industry has changed littie in the last 35 years, nor has it learned much.

| do not see the industry coming out of its present mode in the short term. It

Wpesrs we wa dgstiﬁsdmvg with over abundance and consumption

" uncertainty for some time. %

With, st present no evidence to the contrary, it is possible to specuiate the
following chain of events Th; International uramum cartel operated unimpedead in a
formal arrangement until its exposure and subsequent investigation by the House of
Rsprgssnmi\gs until at least October of 1976. During that time it operated according to

a marketing :eh-duh which included the systematic raising of the floor price of uranium
| Llpan its revelstion, the formal cartel ceased to function and for six months there was a
short period of readjustment st which time it nfas decided that the organisation would
continue according to scheduls until the first marketing period was completed enabling
producers with forward commitments based on the orderly market to compiete them or
‘make :ltmtg arrangments. D\Ilﬂgﬂ‘u time, iﬁf&m,ﬁti&n was exchanged as usual and
contracts aliotted :i:eardiﬁg-tg;th- simple rules of operation' At the end of 1978, t:'u
Organisstion merely maintained its position as best it could through the ‘world market
price’ clause of previous contracts until the demand situstion made market control by a
supplier cartel absolutely untenable and the cartel collapsad with & crash in January of
1980. Further evidence for the viracity of this scenario will be offered in the discussion
:;j;;;l:::tn!;i;\;::;n of Denison Mines. Northern Miner, 3 June. 1976

9 JP. Walcott, President of Nuexco, “Uranium Market Seeing Fundemental Change",
Northern Miner, July 17, 1980 The blind optimism of the INdustry remains unswayed.
On the same page as this article of doom and desperation with its inocuous title, was a
small filler entitied “Demand for Nuclear Power to Increase 17 Tnfngs by Year 2000

-
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of the participation of the Government of Canida in the cartal 1+
Elﬁ.di:ﬁ Govermment Participation

The uranium cartel had the unfailing support of the Government of Canada
through the Cabinet fl"éﬁz tﬁg outset It is apparent thlt if tha Gev-rrfn-nt of Canada did
= not originally introduce the idea of the cartel, it was certamnly its chief propohent When
confronted with the desperats state of the Cahadian nuciear industry in 1970-71. the

Government set out on a major trade promotion with high level missions attempting to

whip up the mark8t for Canadidn uranium smong previous clients. A major objective of

this promotion 'w;s to attempt to arrive at some accommodation with consumers in
achieving a modicum of stability in the nternstional market Their efforts were to no avail
s consumers had everything to lose and little to gain in rationalising a heavily compaetitive
market The asiternative was to work among producers. “As national proprietors of a
non—renawabie’ rgsmirc:—!; we have an éblig,ﬁtieﬁ to create an orderly marketpiace in which
our industrial groups can expand operations and make :ééqui‘tg profits.”’*s Apparently in
response to Canada's lead. other supplier nations began to voice the need for "common
marketing policies or a world supplier price minimum’ % The result was the plenary
meeting of prodycers and interested governments in Paris, February 1-4, 1972,

The representatives of the Government of Canada who attended the initial
meaetings were clearly ﬁnﬂms;stbe over the c:;rtl'l};* It offered a panacea for many of the
industry's ills by 7 improving employment, the profitability of both joint and private
ventures and Canada's trade outiook It also came with the added bonus of enabling the
Government to ;:tficva the S100 million it had invested in stockpiled, possibly at a gaad

profit As a result, the Government, through the Depsrtment of Energy. Minas and

144 See Infra, p. 82

14 Minister DF Energy. Mines and Resources, Hon D MacDonald, Feb. 1972, as cited by L.
Gregg, Gulf Minersis of Canada Limited (GMCL), House of Representatives, p. 65

4 Taylor, p. 66. The original idea for the cartel could well have come originafty from RTZ
which had accumulasted huge uranium stockpiles worid-wide during the 1960's and could
obviously benefit from an improved market It has been suggested that through its
Canadian subsidiary, Rio Aigom, it persuaded the Canadian Government to take the lead in
cﬂiiﬁg;:;n other governments to support the idea See Taylor, p. 73 ,
4" Either Jack Austin, Deputy Minister for Energy, Mines and Resources and President of
Uranwm Canada. or Gordon McNabb, Assistant %quty Miruster for Energy, Mines and
‘Resources. and Vice—President of Uranium Canada, or both, attended all 17 meetings of
the cartel, Taylor. p 70
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Resources, took an active rcté in organising C Y producer participation !

* The cartel had the full support of Cabinet R ly, the minutes of meetings of
the Canadian producers cite statements and assurances by Departmental spokesmen,
pféd@fﬁiﬁﬁtly J. Austin, that Canadian participation had the full sanction of Cabinet?* In
voicing concern over the legaiity of the arrangement in the early stages, MH Ediger,
* President of Gulf Minerals of Canada Limited (GMCL) stated,"Mr Austin assured me that
these exploratory meetings were held with the full knowledge and approval éf the
Canadisn Government'’** and later on April 4. 1972, "D.S MacDonald, Minister of Energy.
Mines snd Resources (EMR), wired M Ediger that he had bsen suthorised by Cabinet to
enter into the cartel and he wanted all Canadian cmﬂias to @hé&ig:‘ca.""" Cabinat
formally spproved the terms of the cartal, agreed upon at the June, 1972 meeting in
Jafmﬂﬁesbmg on the 29 June, 1972 and thereby confirmed Canada's iﬁvélvgﬁf}gﬁt at the
' highast lavel of authority. 24

The major dif'ﬁéu'ty sncountered by the government was in soliciting the
. complisnce of sll Canadisn producers to the agreement Only Australis and Canads
possessad industries with humerous iﬁdépéﬁﬂsﬁt producers and it v{:as left to each state
after the initial Paris meeting to ".. get their ht:;;sé in order to present a unified position,
otherwise furthar meetings in Paris woukd serve no ‘useful f:urpasa.“m Gulf Minerais
C.:rudl Limited, a joint venture with Uranerz Canada Limited (UGL) of West Germany in the
Rabbit Lake development in northern Saskatchewan (at the time not in production). was
ir*ﬁast' reluctant to pﬁlﬁlpiti in the arrangement because: of anti—trust actions which
- could be br_m;ght against its American parent Gulf’Oil Corporation. GMCL's position was
further complicated by the mood of hostility which pm:iigd among the Canadian based
rmmrvﬁ companies engendered by GMCL's h-nmtlﬁcy t6 deaclare its exclusive Canadian

= = = e s e e = =

i Taylor, p. 78 /

15 see House of Represertatives, p 455 (Minutes of Canadian Producers M:ttmg F!b
15, 1972). P 484 (Producers Meating, Apr. 19, 1872)

130 House. of Representstives, p. 456 .

11 |bid., p. 653

11 | etter from MacDonald to DG Hearst, Prasident of the AECB, 17 August. 1972, as
cited by Johannson, p. 39

3 ) Austin, as ,.quatad by RK Allen, Lngll Council for GMCL, House of Representatives,

p. 468 7 'Y
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citizenship in the highly nationalistic atmospere of the times.?** GMCL's ultimate accession
to the agreement was however based on the lagal ;rr}c‘n::iplg- of ‘comity’ profassing to be a
Canadian corporation operating in Canada and accordingly subject to the laws of Canada
“The fountm’r%uc; of our;‘mtitrust defense is the effective Cahadian Government
direction that Guif participate in the cartel, buttrassed by the projected minimal impact on
the trade or commerce of the United States":** There 1s some question however as to
whether the Canadian Government did in fact order GMCL to participate, or if the
government merely complied with requests from GMCL for protection from the
extraterritorial application of American law. .

It was absolutely essential that all Canadian producers comply with the cartel
arrangements in order to avoid contravention of the Combines /nvestigstion  Act,
Canada's weak-kneed answer to anti-trust legisiation Part 5 of the Act states that
‘everyone who conspires. combines, agrees or arranges with another person .. to
prevent, or iessen unduly, compaetition in the prﬁdugtign,'mﬁuf:etma, purchasa. barter,
sale .. or supply of sn ar'ticlg .. is guilty of an efgnn." Atthough the Act is aimed st
domestic transactions, it further specifies that action can be brought if the conspiracy
‘has restrathed or injured or is likely to injure the export business of any domaestic
competitor who is not a party."*** With all producers being ‘parties’ to the arrangement,
conflict with this portion of the act could be avoided.

lt is the contention of GMCL, that the Government of Clsud! not.only required its
participation but used cocﬂ;lva measures to cbtmﬁ it GMCL had not attended the
rnaugural meeting of the Club in Febru:ry 1972, but was requested in what has been
referred to as an ‘executive directive’ fmﬁ:n the Department of Energy. Mines and
- Resources to asttend a meeting of th:ﬂdmn Producers!®’ In a memo from GM
McNabb, Assisumronputy Minister of Energy. Mines and Resources. to L. Gregg of
GMCL, he insisted that it was "very essential for Guif Minerals to attend the Meeting on

- ———__——— — —— - — = a———

13¢ House of Representstives, p. 485-86

1 RD. Jackson, Legal Council far Guif Qit, House of thrasgntltwas p. 541- 42
1% The Combines Investigation Act, RS.C 1970, C C-23. S

137 House of Representatives, p. 132 ,
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Wednesday: from Canada's point of view ‘and in Guif's long term interest™!** Gulf's ‘long
term interests were truly in some jeopardy. The*Government wanted GMCL to ‘comment’
in a draft of the Uranium Mining Control Act in which foreign ownership of Canadian
uranium deposits was to be reduced substantially. something the Government had long
wished to accomplish.?** No doubt this preview look at the legisiation wqul'd assist GMCL
in its deliberstions on the Government's request as would GMCL's response determine
the receptivity of the Government to Gulf's comments Secondly. the Government's
plans to place uranium under export control were well known within the industry and it
was made clear that without the participation of foreign based firms m the arrangement,
“it was Qn}ikely that approval for their export permits would be forthcoming” 2¢¢ Although
the el;ven outstanding lawsuits against Gulf Oil in U.S courts sre adequate testimony to
the authenticity of GMCL's fears and the pressures which were brought by the Canadian
Gerrnment indeed persuasive, Gulf's defense of its activities as "some kind of
corporate Patty Hearst'1¢! ppdars to be somowhaf contrived. |
Clearly, GMCL, along with the 6thcr participants, gained a great deal from the

marketing arrangement in more than mere economic rerms.

. from @ business standpoint, it i1s botentially advantageous for Guif to know

first hand what is going on and to have an opportunity to shape the

functioning of the cartel board ... .

It is at least as important for Gulf to become a sophisticated and substantial

perticipant in worldwide ursoium matters as it was for us to e similar

~efforts with respect to oil and gas 30 or 40 years ago.* TM‘
As for Guif's private opinion as to the posture which the Government was taking,‘ they
were under no illusions as to where their interests iay. “The more intricately involved the

Canadian Government -snd any of its agencies or dopartments" becomes and remgine in

13 Gulf Memao, Feb. 16, 1972, House of Representatives, p. 261
1 The act was first proposed to prevent the takeover of Denison Mines Limited in March
of 1970 but was never enacted. it was proposed that ngqr e foreign ownership not
exceed 33% with any one foreign company limited to 10%. Uitimately it was decided that
companies would be permitted to retain existing holdings as of March, 1970. GMCL
staked Rabbit Lake in 1968 See "Gu!f Denjes Responsibility for High Uranium Price”,
Northern Miner . June 16, 1977 _

1w johgnnson Ch IV, p. 40 hg

11 Congressman Atbert Gore, House of Representatives, p. 241
11 Jackson Memo, House of Representatives, p 541-42
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this matter, the better the degree of protection for Guif . "

The Govorﬁrnent’s desire was for the cartel to gc;:hua. but although “all Canadian
producers had been requested to make every effort to adhere to the terms of such
arrangements,”s the Government of Canada had “as its policy stance from the beginning
that it would not force Canadian producers into tha arrangement” ¢ it was, further, the
policy of the government that rggdttians ensbiing the cartel to function under
Section 9(d) of the Atomic Energy Control Act would be invoked only at the requast of
producers.’*‘ It appears that many of the events which have been identified by Guif as .
instances of coersion by the Canadian government, were rather efforts on'the psrt of
the government to ease the difficuities which GMCL faced in its participation in order to
win its sccession and often at the request of GMCL For example, when the Minister of
Energy. Mines and Resources wrote GMCL that "it was in the publc interast” for LT |
Gregg of GMCL to become a member of the Operating Committae with O.J.C. Runnals of
the Dept of Energy, Mines and Resources, testimony revealed that the text of the memo
was actually drafted by GMCL in order to sustain their posture of being required to
participate.}¢’

A For the present, the question of the strength with which the Gavwnmnt of
Canada enforced its requast for all Canadian producers to participate in the cartel must
remain open The question has been transformed, however, from one which asks if the
government required GMCL to participate to one of the degree to which the Sﬁfﬁéwﬁﬂ;
‘cozy’ relationship betweaen GMCL and the Government affected the wilingness of the
Government to support Gulf s request for protection from the extraterritorial ﬁéht‘;‘-ﬂiﬁﬁ
of US law. For the purposes of the present argument however, the salient fact is that
the Government took active steps to form and operate the cartel

Once the agreement of all producers was secured. it was possible to divide the
'Canadian portion of the world uranium market smong the Canadian participants. Quotas *

- — - —— . ——————————

1 Jackson's final advice to replacemant council for Gulf Oil, Oct 11, 1872, House of
Representatives, p. 600-02

“‘si Austin, Canadwh Producer's Meeting, Apr 18, 1972, House of Representatives, p.
4

3 J Austin, Canadisn Producer s Magtmgi June 15, 1972, Johannesburg, House of
Roprosonntwes p. 552 )

1 |bid.

17 Testimony of L.T. Gregg. GMCL. House of Rgprannutwas p. 279

« 0
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were apportioned as shown in Table 5-3 The consistency with the proportions between
those specifieq by the cartel and the actuai prain:tic;n figures offers interesting
evidence concerning the longevity of the activities of the cartel Previous evidence was
cited to suggest that the cartel operated informally’ to the end of 1978, at which time it 7
merely tried to maintain its position as best it could t would appesr that these figures
would support this contention in that the market ippcrtnaﬁmqﬁt was consistent with the

operstions of the cartel

insure that no company exceeded its quota, Canada, along with Australia. required that
export licences be withheld until the Government had seen and approved of the terms of »
ursnium supply contracts Both countries accomplished this without Parlismentary
approval. leaving 1t instead to the Cabwnet to act through Ordérs-in—-Council™' An
amendment was made to the Atomic Energy Contro/ Act Regu/ations stating

Section 201 of the Atomic Energy Control Regulations is amended by adding

thereto the following subsection 7

@ A £mt to export prescribed substances shall not be granted uniess the

board is satisfied that the price stipulated for and the quantities meet such

criterion. it any, respecting price /evels and quantities as may be specified

" inthe public inmerest in adirection given to the Board by the Minister*

This provided the powers necessary to paléeé the activities of producers snd a vehicie
rough which the prices determined by the cartel couid be assured in pxport séﬁtrict;
I'had the additional b-n-fut%f providing a giobal exemption from the provisions of the
Combines /nvestigagion Act:

. since the [Atomic Energy Controll Board was effectively regulating the

volume of exports pursuant to an act of Parlisment The jurisprudence under

that Act holds that, insofar as the activities of an industry are effectively

regulated,_they cannot be in violation of the Combines Investigation Act 1

The amendment was carefully designed. "An épiﬂign been obtained from the Director

legal .. "' and similarly, a legal

L

of Combines investigation Branch that the arrangement |

4 Taylor, PO , Y ~

' SOR/72-301 August 2. 1972, as cited by Johannson and Thomas, p. 8 (emphasis

added) ' .

" A Gillespie. Minster of Energy, Mines and Resources, G/obe and Mai/, 15 Oct 1877

as cited by Johannson and Thomas, p. 10 N i . .

1 J_Austin, Canedian Producers Meeting. Apr. 10, 1972, House of Representatives, -.
p 474 N ) ' :



Table 5-3
: v CANADIAN PRQDUCEH QUOTAS
: (Percentage of Total Canadisn Production)
Market Actusl
Share? Production'®
_ 1972-77 \ 1978~ 1978
Denison=UCAN 5167% wun |l
stockpiles) . ’ .
Denison 967 25.5% _ 265
Guif-Uranerz 2181 _ 320 330 .
Rio Aigom 993 25§ 2? 0 .
100.00 830w o 87.3‘3J
Sources:

'L etter from D. Macdonald to G. Hurst, Pres. of AECB, 17 Aug. 1972, as cited by
Johannson, Ch. IV, P. 38

' RM. Willisms, Uranium, (Ottawa Dept of Energy. Mines and Resources, 1978)
P2’

'The remainder of production is taken up by smalier producers. it is mkncwn if
ﬂ\iy oo were diract ﬁurtlmpmts in the cartel.

Dpnan was sought from the Mmister of Justice’” On August 23, :YQ;Ié, a public |
statement from the Minister of Energy. Mines and Resources, Donald MacDonaid, put the
Canadian branch of the international uranium cartel into operstion "in order to stabilise ﬂ’n
current uranium marketing :rtui’tlan ". Few facts were revealed at the time. however, as
“.. 1t would not be in public mtjra;t to disciose further contract details st this time “1"

| This power over minimun price levels was used reguiarly through to June of
1978, to control the price of Canadian uranium exports, and offers additional evidence
to support ﬂ"u sxistence of the c:ﬁsl to the end of 1978 Madawasks Mines, operating
in Bancroft, Eﬁ'la signed an agreement with AGIP, the pufchlsmg agency for the
Gavm of*Raly to supply 6 million pr:unds of urnanium oxide, of which 450,000

‘pml would come from 1877 production ™ The nﬁnd price was 834 50 per pcund

Hi:wavur the AECB intervened in March of 1978, ragumng that this be rpn;ad ‘tt: s42
before an axport permit would be :ppmvad An |ﬁdapandant arbitrator was appointed to.

o e e e e —————

7 ibid p. 475.
mp. Denlld quoted in House of Representatives, p 149
e Narl‘hern Miner, 30 March, 1978



determine the “worid market vaiue™ for WM delivered in 1978, and subsequently set
the price at $30.50. A second arbitrstor, brought in st the request of the AECB
established the price to 'be $32.50. Nevertheless., the AECB continued to insist q:ran and
ultimately obtained agreement on the price of $42, which applied not only to 1977
production, but aiso to the 1.5 million pounds to be produced in 1978 and 19789.:™ The
AECB . ied ability to insist on the “world market price” provisions of the
.Mto independent appraisais of the market value of uranium
which were significantly lower. and a full two years past the assumed demise of the
‘official’ uranium cartel
't 1s apparent that in 1974, when the price of uranium began its skyward push,
.that the Government became concerned over the effects which the price rise might have
on the Canadian members of the carte! with regard to the Combines /nvestigation Act.
Domestib consumers had been previously exciuded from the marketing policies of the
cartel but could not be insulated from the induced price incresse. Subsequently, as plrt
of the 1974 nuclesr export policy review. the Minister of Energy, Mines and Resources.
anhounced that the government would requrre that nuciear based utilities sign forward
contracts for uranium supplies to fuel all existing snd planned nuclear facilities at 80%
capacity for the next tﬁ:rty yesrs, or for thirty yesrs from ther expected dste of on-line
production?’s The AECB was siso empowered to sscertam, before sny export permit
was -issued, if the contracting firm ‘had sufficient reserves to adequstely provide for
_these forward commitments Further, domestic contracts would siso require the approval
of the Board and “Such approval will not normally be given if the pricing conditions for
foreign customers are more favoursble than those of fered to domestic purchesers.:"”
The ncw policy not unexpectedly resuited in the largest uranium transaction in
Canada's history Ontario Hydro, Cmda’sl largest nuclear utility, caﬁelud-d two
agreements, one with Denison Mines for 126 million pounds for shipment between 198 1
. and 2011, snd 72 million pounds from Rfo Aigom Mines for delivery between 1984 and

s Morthern Miner, 29 June, 1978, p. 3 >
17 D Macdonaid, 4 Sept 1874, as cited by Johannson, Ch V, P. 24
" Ibid. -
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2020, st an estimated price of $6.5 billion™ With all domestic consumers having signed
contracts so far in the future, the Canadian government and producers were free to
agree to any pricing policy which the cartel might put forward with impunity from the
Combines |nvestigation Act. The only legsl flaw in these forward quoemonts was the
pricing conditions of the Ontario Hydro contract Rather than a fixed or ‘cost plus’
arrangement, the price to be paid was to be a mid-point between the cost of production
and the pre\}anling world price Under those conditions, if the cartel was sr;own to have
had an influence on international prices, the members 'could subsequently be charged
under Canadian law with restricting competition in the Canadian domestic market

The atmosphere of secrecy which surrounded the Cabinet's participation in the
cartel is amply illustrated by the Draconian measures ukon_m' response to the exposure
of the carte! and the subsequent attempts by American courts to obtain evidence in
Csnada The Uranium -Information Security Regulastions, agsin issued by
Order-in-Council, under the powers of Section 9 of the Atomic Energy Contro! Act,

stated:

No person who has in his possession or under his control any note,
document or other written material in any way related to" conversstions
discussions or meetings that took piace between Janusry 1. 1972 and
December 31. 1875 involving thst person or any other person or any
government crown corporation, agency or other organisation in respect of
the production, import. export. transportation, refining. possession,
ownership. use or sale of uranium or its derivatives or compounds, shall

. (a) release any such note, document or material, or disclose or communicate
the contents thereof to any person, government, crown corporation, agency
or other orgsnisation uniess
(i) he is required to do $0 by or under s law of Canada, or
(i} he does so with the consent of the Minister of Energy. Mines and
Resources. or .
(b) fail to d against or take ressonable care to prevent the unsuthorised
release of any such note. document or materisl or the disclosure or
communication of the contents thereof ™

However, the government not only took action in Canada to prevent the disclosure of
evidence reisting to the cartel but also in other cbuntrios. Actiéns to compel RTZ to
provide evidence and testify before American courts w&e contested through the British
courts right up to the Law Lords. but not before the British government was forced to

m Johsnnson, Ch. V., p 45 ,

" Uranium I nformation Security Regulations, SOR/76-644, 23 Sept. 1976, as cited by
Johannson and Thomas, p. 11 The invokation of this reguistion-resuited in the seizure of
40, pages of materisi heid in the vauits of the Toronto—-Dominion Bank, Toronto

whicfiremain today under bond. See F/nancia/ Post,July 18, 1981



- intervene as certain “friendly foreign governments would feel embarrassed if this
evidence were given ™ in fact heavy diplomstic pressure was being applied by the
governments of Austratia, Canada. France and South Africa. all of which had similar
‘gagging’ legisiation, to prevent RTZ from testifying One can be assured that RTZ was Ql
nactive in this matter either. in addition, Canada submitted numerous requests to the
Depq.rtrmm of State of the United States in. support of the confidentislity of the Gutf
Minerals documents which won the approval of the State Department but was not
acceded to by the House of Representatives mvoktvgat»ﬁg subcommittee nor the courts
which initially issued the subpoenas.™ ' -

It is difficult to draw hard and fast conclusions from the somewhat circumstantial
evidence concerning the Cabinet's participation in the activities of the cartel. We can
however, be assured of fwo sshent facts: first, thst the international uranium cartel
existed and that Canadian part“oc@ation in the cartel had the full sanction of the federal
cabinet *: Secondly, it is clear that the Cabinet acted repestedly to protect the interests
and activities of the cartel

It is the degree to which the central decision-making unit can act independently of
sdcietal pressues which distinguishes the statist perspective from other snalytical
appr which have been appiied more commonly. In this case. it is apparant that the
Prime: ister and Csbinet historically and through the period of the cartel. heid absoliste
suthority over the determination of Cuiadim'wmum export policy In exercising this
suthority the degree of secrecy and control which surrounded the formulation and
execution of this policy insured that the central decision-making unit was effectively
isolated from societal prissurc"hat is not to say, h‘nw. that it was urvesponsive to

-

domestic interests

————— ——— —————— ——— —

10 Solicitor General for the United ngdom London Times, 28 June 1977, as cited by
Johannson and Thomas, p 13

" House of Representatives p. 39- 46

2 A briefing psper on the relationship of Guif Oif to the cartel prepared by Legal Qcmcn

FR OHara states:
"t 15)Canadisn Government Offu:v*oncormd with the Organisstion sre

Mr_MacDonald - Minister of Department of Energy. Mines and Resources
Mr. Austin - D y Minister of Energy. Minés and Rnourcos
Mr. GM. Mc - Director, Bureau of Energy of EMR

Bud Estey says MacDonald is key man: unfortunately much of his authority is dclag.itad to
Austin who seems to be less reliable.”

See OLOA Doc. 58A, “Ursnium Mﬂmng Resurch Orgamutuon House of
Representstives. Voi Il p 78
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The process of formulsting Canackan Ursmiumn export policy is one consistent with
that laid out by Krasner's statist spproach. The Government of Canada was confronted

-with a situation in its domestic uranium industry which could best be described as

abysmal and the onus was plncsé on Cabinet to find a solution Canads, however, was not
alone in this situstion which it shared with all other major uranium producing countries.
After efforts to rectify the situation through negotiations with consumer nations failed,
the Prime Miruster and Cabinet opted to join with other producers to cartelize the market
and with unquestioned success . (Y

In selecting this cwn of action, the task becamé one of implementing it
dﬂfﬁqstnmﬂy The degree c:f absolute control which the central éjcnsiéﬁ—-'m;kmg unit
exarcised over the entire nuclear Ndustry dictated that resistance would be overcome
wnth httle effort Cabinet successfully secured the compliance of all Cﬂdl-’i producers,
oven those with considerable resources and an equsl incentive to refrain from
participating. effectively sustaned the existence of the cartel by forestaling its
disclosure through ‘gagging leg siation at home and 'stone-walling techniques sbroad:
and actively engaged in price fixing n arﬂtie maximise economic returns Clearly, the
central ﬂpcmc;n!rﬁltmg unit had the eapac:tﬂ' act lndlﬁﬂndqntly of its societal context

according to a set of goals which it had nt for itself Hawsv-r tha strength which the’

Prime Minister and Cabinet enjoyed mmeﬂly would have to be transiated into the
international arena before these goals could be fully realised Canadian pﬂucsmsan n the
international ursnium cartel pravndlé ﬁ%pp@’hnlfy to exercise a grest desl of influence
in the mnternational ::;rm'rmty in iq:paﬁ%f the more fundsmental goal of sescuring a
workable internationsl safeguards rlgnmq ’

Knowiedge of the miu:n and opération of the uranium cartel has only recentty

come to light and large areas We still shrouded n secrecy and confusion Previous 1o this

discovery, analysts of Canadian nuclear export policy attempted to explain the great
number of maﬁm:tmcms in Canadian i::tians without the bongﬁt of this knowledge and

an asnﬁtui piece of the puzzle Therefore. with thig km:wto@gq now available, it is -

possible to review some of the conciusions which have been drawn previously in order
to encompass the fundamental si;gyyt:mci‘- carte! <

T



The greatest nconsistency in Cmduan nuciesr export pokcy arose when Canada
embargoed uranium shipments to Europe and Japan requiring by far the most stringent
safeguard conditions of sny producer country, while simultaneously attempting to arrive
at & ‘Contractual Link', the fabled manifestation of the Third Option. Knowledge thatthe
operstion of the uranium cartel would ensure that the volume 6f Csnadian sales would
not be reduced would certainly buttress their diplomatic position ,

Secondly. a direct relstionship has been demonstrated between th- price of
uranium and the sssociated safeguards. Further. it has been demonstrated that there is
consistent heirarchy in Csnadisn nuciesr policy goasls which places the desire for
non-proliferstion above that of commercial considerations It 'is therefore not

-*‘wmond:b that. with the knowledge that the market for uranium was under stable
control, an equally stable internstionsl safeguards regime could aiso be established The
London Suppliers Grocé was such a regime. composed initislly of the same national
membership as the cartel and established during thd pesk of the cartel's power. A secret
Cabinet memorandum of 1974 contains a sweeping mandste for Canada to take a
leadership role in estabiighing an effective nternational safegusrds regume and it is this

same cabinet which upporud and actively lobbied other nations to particpate 'lﬁ tha
cartel. it will be the contonnon of the following chaptor that the Cabinet was attempting
to form supplier nmons iNtO a cohesive international unit in order to create an affective

. and workabie non proliferation regime

Finally, following from the same logic. becsuse of the inherent relaticnship
between commercisl considerations and safeguard reQuirements. the dermse of the cartel
will aiso result in the subsequent collapse of the newest attempts at is’t:blishing' a
safeguards regime The cartel crested an artificial supply stimuius causing 8 giut on the
ursrsum market and placing produéors in the chronic over-supply situstion Consumers
have been further shensted by even greater assauits on their sovereignty, and are once
agsin able to set tho terms:-of sale. However, now there is a more Mraad motivation
to establish a paraile! supplier regime, pnmanly but not exclusively, mng the. nations of
the Third World. because of the unilaters!, high-hsnded approach of the supplier nations. '
Subsoquently the best fall-Beck - position may be to revert to the NPT/IAEA ragime which
has nevor proven itself to be fuuy relisble. o &



VL. The Implementation of Canadian Nuclear Export Policy . 7~
The 1974 Cabinet dﬁemﬂn resulting from the Indian blast. to take a lesdership
role in establishing an effective internati

sl reguistory regime, was indeed a Patershed

in Canadian nuclear policy. Subsequent events would demonstrate an unprecedented

single—minded pursuit of an effective non-proliferstion regme as -f“? imary foreign

policy gosl to the DKE'QS@H of others with equal or greater hustorical priority. This 'damn
the torpedoes full speed ahead spproach would take the Canadian pohcy from
multilateral efforts within the existing NPT/IAEA regime, through covert attempts to
establish a parallel supplier based regime. and ultimately to a solitary unilateral standoff
1 that Canada's export conditions would be sufficient to prevent a returrence of the
indian example using Canadian technology
2 that an international regime would be crested with equally rigorous requirements in
order that the Indian experience could never be repaated unconditionally. _
Canadas vigorous pursusnce of the second priority would be such that it would
utimately jecpardise the fulfillment of either
By the mid seventies the trade in nuclear materials internationally was becommg
extremely sophisticated both commercially asnd politically The 7resty on the
Non-Proliferstion of Nuclear Weapons, signed 1 July, 1968 and called into effect in
5 March, 1@, formed the focus of the debate Five years later at the NPT Review
Conference of May, 1975, 98 states had ratified the treaty leaving over half that number
outside of its provisions 1 Positions taken at the Review Conference demonstrated that
there was & Clear departure between the nuciear ‘have nations and the non-nuclesr
states, both parties and ﬁéﬁ:;mrtuas to the NPT M ,
» The NPT divides the nations of the world into the ‘nuclear weapon statas' or those
which have detonated an atomic device prior to Jasnusry, 1967 and the nori—nuclear
| weapon states. The treaty intended to prevent the spread of nuclear weabons through a
c:arnrnutment on the part of non-weapon states not to manufacture or otherwise acquire

1 F’R .Jeh:nman "Change snd Canadian Nuclear Policies’. Nuc/esr £ xports and Canadian
Foreign Policy. Unpublished Manuscript, 1981, Ch VI. p 25

4 Willismn Epstein, The Last Chance, New York The Free Press, 1976) p 245

1 {bid, Ch. 18, passim

¢ Trasty om the Non-Proliferation of Nuclear Weapons. Art 1X(3)
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nuciear weapons, and on the part of the nuciear~weapon states not to transfer or assist
in mo\dgvelapmint of weapons in other states To make this comritment binding, all
states must accept the application of safeguards over their civilan nucieer activities in
order to verify that materials, equipment and facilities are not diverted to military
PurpQses. In this, the treaty is openly discriminatory and desply resented by the
‘ non-nuclear states particularly n the Thwd World, especially when ablmm: toward the
cessation of the vertical' proliferation of wmens technology have been ignored?*” The
system of supervision, inspection and safeguards is one which unabashedly supports the
paternalism of the developed Waestern powers over the less developed nations of the
world and hence has provided s cConstant irritation to those nations in the free
development of domestic energy programs It has further become clesr that a signatory
gains nothing n terms of Qreater access to nuclear technology in subjecting itself to the
provisions of the tresty, the promise of Article IV. snd in many mstances is in fact
iImposing significant ﬁdéti@ml COosts upon its nuclear program Subsequently, the NPT has
. encountered significant opposition snd the debate is bitter ,

Unfortunately, the NPT/IAEA regime may not be our best alternative, but our only
choice Until a more equitable alternative s ic;iﬂt,lﬁcd, the degree of concentration of
suppliers at key pomnts in the nuclear fuel cycle and the ability of thoss suppliers to
co-ordinate policies, rxovidﬁ the necessary conditions for a relstively efficient syst:m:
for conh*amﬁgv the dlim;F\ltiClﬂ of nuclesr materials {ﬁd technology ' However, the
rapid increase in the number of nuciesr nxp@ft-rs with iccns to sensitive portions of
the fuel Cycle makes the conditions for this mode of control a short lived phenomena
Canada, therefore, first applied its efforts to lﬁm‘ﬁﬂ internationsl safeguards
against proliferation toward establishing control of the nuclesr industry within the
existing restricted number of suppliers.

The key to ensuring compliance to the provisions of-the NPT, is the safeguard
requirements of the IAEA. The object of these safeguards is t§ provide

tmely detection of divérsion of significant quantities of nuciesr materials
trom peaceful nuclesr activities to the manufacture of nuclear wespons or of

" James F. Keeley. "Non~Proliferation in the 1980's: A House Built on Sand”, unpublished
paper presented to the Canadian Political Science Association, Montreal, June 1880 p B8um
i James F Keeley. "Canadian Nuclesr Eg@ﬁ Policy and the Problems of Proliferation”,

98

Canadian Public Policy, 64 (Autumn, 1980) p 621



other nuclesr gxplcsw- devices for purposes umknown and deterrence of
such diversion by the risk of early detection

This ‘timely detection has been the subject of some dissatisfaction as an overriding
principle. considering the current state of nuciear technology. NPT/IAEA safeguards are
based upon a material accounting system, established and operated by each state and
verified by IAEA inspections. However, the enormous amount of discepancy allowed in
talies (Material Unaccounted For (MUF) should be no greater than 0.5% but may rise ::
high as 1%). a grossly overworkad inspection and analysis staff {the IAEA in 1975 was
applying safeguards in 53 countries under 59 ag*&ﬁ%énts with 69 employees), the
voluntary nature of inspections and reporting, and the selective application of safeguards
to only specified facilities, ensures thet shouid a state st any time want 1o divert material,
it would not be difficult to circumvent safeguards without even going to the extent of
faisifying records !*° The free availability of nuciear weapon information and technology
now enables a non—weapon state to assemble and detonate a nuclear device far faster
than detection schemes could warn, much less prevent’" Further, the relative simplicity
of nuclear weapons in terms of other nuclesr technologies. makes it unnecessary to test
va nuciear device and in that way advertise one's intent Nonatheless: before any diversion
could be detected. safeguards must f!nrst be appled to nuclear fadlities and it was this
universal application of safeguards which Canada sought as its primary objective.

Prior to 1974, not only were fgilitim_: to be covered by IAEA safeguards at the
ciscretion of the :@ﬁgm'rng’smi but ulsia nﬁtg’ri;ﬂs suppliad in future \Nﬁiﬁh were té be
covered by safeguards were enumersted in aach indivniﬂl agresment Because of the ‘
variety of -nuciear partners a state might have in a diverse range of projects. this left a
sizable ‘hole in the. safeguards regima Ta rectify this omission, thn Zangger Camm-e?
of the IAEA, comprised of Austrsia, Canada, Denmark, West Germany, Finlend, the
N!ﬂﬁr‘lind: Norway, the UK. the USA . the USSH and South Africa (observer st.itus.——,
only)*! defined a ‘trigger hst' of items, the export of which would require the :pphcltmn
of sateguards. as specified by Article K2} of uu'hPiwh-eh prohibits the supply ofv:

certain materials to non-nuciear weaspons states except where those masterials are .
1 |AEA, A Shﬁn‘ Hlstqry of Non-FProliferatibn, (Vienna |IAEA, 1976). p. 37 s
1 Epstein, Last Chance, p. 151-154
) sae The Progressive, 431 I(Nev-mbgr 1978) pp. 14-23 Y B
" Keeley, Po/icy, p. 622 , e
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covered by ﬁf;@uf@i The list ncluded nuclear fuel, equipment for the fabrication of
“fuel. reactors and theirr components, plutonium and reprocessing facilities Indhvidual’
ee members, excluding South Africa,

agreements were concluded between the commit
and the IAEA": and in the following eigteen months eight other nations concluded similar
sgresments ™ | i ,

'!’ Though a major advancement in increasing the effactiveness of the NPT/|AEA
rggirné;. the acceptance cf the ‘trigger st remamed grossly umdequatg as 1t appled to
only those statas which wsr? parties to ‘;Ae NPT. Non-signatories wafé not bound to
accept safeguards nor was France, a major nuclear power and exportar, obliged to
impose m 'n its customers, leaving these nations with a considerable competitive
advantage in nuclear transactions In NovemiSer of 1974, France, Canada, Japan, the UK.,
the US and West Gelfnany, rapr:santmg 90% of exports of nuclesr équuﬁmgm
worldwide,** were invited by Sgcrgtfy of State Kissinger to meet secretly to discuss
the standardisation of safeguard requirements and the co-ordinatioh of export policies
among the major supplier nations.* The first meeting of the Nuclear Suppliers Group
(NSG) was heid in London in tﬁ; spring of 19’7’5 By the fall of the same year the group
had agreed upon basic principles which would gévsrﬁ ther nuclear transactions. All
transfers of nuciear technology would require the application of IAEA safeguards and
any materials or duplicates of equipment could not be transferred to third parties without
] imlr Tﬁaﬁgjﬁan’ef safeguards. Facilities would further raquir'e*‘:dequm physical .
protection from theft or sabotage. Pag:ejul muclear explosions would be forbidden?” A
more definitive set of export conditions, accompanied by an expanded ‘trigger list: was
released in 1978, ,

1 IAEA safeguards would be ::pk-d to all iterns on the ‘trigger list and sssurances
wolld be required that no item would be used in the davglagﬁﬁﬁt of a PNE.

" |AEA, x:mc.mm R-cmv-d‘fram Members Regarding the Export of Nuciesr

Msterisl of Certain Catagories of Equipment and Other Material’, INFCIRC/209,

Imernational Legs/ Materiais, 3 Sept 1974, 14: 543-552

" Thase were Poland, East Germany, Hungary, Czechosiovakia, Ireland, Sweden,

Luxembourg shd Auttrll bid

s United States, Congress, Committee on International Relations (House of

Representatives) snd Committes on Governmental Affairs (Senate). Nuc/eer Proliferation

Factbook (Washington U.S. Government Printing Office, 1977) p. 321

™ Keelay, Policy. p. 622
¥ lhid. p 623
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) 2 | Safeguards would gply lo all transferred equipment, material. faciities and
7 technology..and to all duplicates or derived technology for a period of at least
", twenty years. ' : N
3 Suppliers ;Zveuld "gx:z:iéa restraint’ m the transfer of sensitive items such as
reprocessing and enrichment facilities or weapons grade materisi, rather,

éncouraging the use of mtarmtmly!mv:ssd fual cycla centers ‘

"4 Reprocessing. storage, use and retransfer of wespons grade matemsl should
require mutual consent agreements and enrichment facilites should be desigﬁgd $0
as to not enrich uranium beyond 20% without supplier consent

5. Retransfer of all 'trigger list items. duplicates or derived technology should require
the consant of the original suppher ‘

o
§
:
;
g
F4
:

violation and to co-operste m ensuring the effectiveness of Fﬁspgnsgg taken by
fellow suppliers **

Although precautions were taken to prevent the NSG from Appaaring as a cartel,
the intentions of the membership to act as one, at least for the purposes of policy
co-ordination. were eminently clear Their objective was to secure absolute supplier
control over the international nuclear market Initially. though no formal criteria for
membership was stipulated, the London Group was extremely select Members were all '
major nuciear supplers and each demonstratad a nuciear capability 7 However, nuclear
p@wérg from the developing world with export viable nuclear industries such as India,
Argentina or Brazil, were excluded from the Group, Fﬂsﬁricﬁﬁg the ;mmm benefits to
the major economic powers The‘guidelines set by the NSG pay lip service to the
international supervision éf the nuciear fuel cycle but in reality, control over the end use
of supplied materials remains under the authority of the original supplier. international fuel

cycle gg%trgs have considersble environm sntal, political, economic and logistical hurdies

to overcome before they hpcome feasible. Even then, the practicality of such institutions .
L 1

1 "Communications Received from Certsin Member States F\‘ag-fdiﬂg Guidelines for the
Export of Nuclesr Materials, Eguigmgﬁt or Technology”. IAEA, Jsn. 1378, /nternational
Lega/ Mmerial/s, 1978, 17.220-234. see aiso Keeley. Po/icy, p 623

1 Johanngson, Ch IV, p. 15
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is not totally ;cthaat qugst-an“‘ Thus for the mmaduta or even long term future. the
fall—back position of: sugphgrs i$ to stand as guardians over the non-proliferation regime
untit a supervisory system can be organised The sq:-ph!fs further igrpad to consult over
violations of the safeguards agream-ms and then d-t-rrﬁm ther mutual rastbﬁn This
_a,n_q‘scates an attempt by the suppliers to wrest authority over the safeguards regime away
from the Board of Governors of the IAEA which previously had émmgfy authority to
decxie a course gf:ﬁanmmmsmkmmmcmﬁ
independent ag‘roergnt with the IAEA binding itself to these pfc;vgs:ans_ it would sppear
that this was_an sttempt to legitmise their efforts to structure the nuciear market The
fact that all eight, meetings of the NSG ﬁnaf to 1978 were held in stricf secrecy further
supports the conclusion that the suppliers’ ntents were not entirely honorable

. Uttimately, fifteen states seﬁt similar letters to the Director General of the IAEA
citing the "need to rgmove sgf:gu:rds and n@n!smifaﬁn@;‘ assurances from the field
of commercial competition > Given the lack of alternatives to the principle of supplier
contro! as the operating basis of the non—proliferation fégnfﬂi the NSG was a remarkable
accomphshme‘nt, The fifteen membér nations control the vast bulk of all nuclear exports
and hold similsr views toward the effectiveness of e international safeguards regme
The inclusion of Frméi was a singular success as France has staunchly opposed signing
the NPT, although it has agreed to carry out its nuciear activities as if it had This 1s a
debstable position given its continued nuciesr testing and aggressive sales promotion of
roprocdﬁsing facilities, however its eérnplgncg with NSG stahdards cfférs 8 considerable
lever by which to encourage more responsible behaviour in future The notable failure of
the NSG has been to exclude such nations as South Africa, India and Argentina,
technologically advanced nations in strong opposition to the existing international regime,
which will surely form the core of an afternative nuciear supply system If the NSG is to
succeed, it must secure the cﬁlimc of these states before they and others bacome
sliensted and are pcrsuiﬂid into a less responsible alternative regime through political or
% Keeley. Policy, p. Sz
u | otters from Czechosiovakia, France. East Germany. Japsn, Poland, Switzeriand, the
US.SR. and the US.A contained the basic commitments. Canada and Sweden included
&owsvons for "other principles considered pertinent .." and Beigium, West Germany. the

theriands, the UK and ltaly assumed those obligations permissible under the Economic
Community and Eurstom Treaties. See IAEA, "Communications”




economic inducements. -
Canada 'was not satisfied with the final pcsmaﬁfg;g tha NSG ‘I‘i‘rw th-
deliberstions of the Suppher;. Qanada had presseq for full scope safeguards to be

applied to all nuclear transactions This would mean that all peaceful nuciear facilities

(
N

under the control of a contractmg nation would come under the supervision of IAEA
safeguards, rather than only those specified by each mﬂmdual agteement Canada found
s:.ppcﬂ in the US. Britan the Eastern Bloc members (Czecholsiovakia, Poland snd the
USSR) ﬁd the IAEA,‘but the proposal encountered strong opposition frarﬁ France and
w;st Germany % ) '

The most visiple resson for the Franco- German opposition was the invasion of
national sa:graignty which these states would suffer by allowing supplier control over
reprocessing decisions. However, this position represents only the tip of the convoluted
politics of European mgy There is a great deal of suspicion on the part of the
Europeans of any attempt to impose restrictions on reprocessing technology, especially
from North America Canada. Australia and the United-States have been :ﬂmﬁﬁg,siﬁce
1975 to co-ordinate policies to halt progress toward the plutonium economy’ e the
reprocessing of nuciear fuels and fast breeder reactor tmélagy_'bv withhoiding the
export of sensitive technology necessary to implement such programs. in axchange for a
gusranteed source of uranium to ensure that clients need not resort to such technologies
for lack of a stable supply of fuel’*’ The Europeans were and reman unconvinced as to
the unselfishness of North American ﬁétlvlt;aﬁs The American reactor. industry is most
competitive in construction of hght waster reactors which use only slightly erviched
uranium and have a virtual monopoly on commercial_ursnium enrichment Thli Europeans,
on the other hand. are well advanced in reprocessing, nuclear fuel and i:uvg reactor
industries which concentrate heavily on high anrn:hrﬁint and fast breeder technology,
both of which can use rap;cn:ass:d fuel. France and West Germany have lucrative export
industries built on these technologies and have : justifisble suspicion that the origin of
the emphasis on asbandonment of reprocessing or fast bredder programs is the
so1 I(lelay Palic-y p 523
10, Martin Indyk, "Australian Uranium -u:l the Non—Proliferstion Regime’, The Australian

Quarterly, 4% 4December, 1977) P 24. See aiso, Desmond Ball, "Australia snd Nuclear
Non-Proliferation”.Current Affairs Bulletin, 55:11 (April, 1978) p 24

N



preservation of the faitaring American nucless industry

The imposition of full scope "safeguards more sigw;figﬁtli.‘issﬂed the
fundamental pr‘iﬁéiﬁﬂi of the Europearr Economic Community, embqadied in this case by
the formafndn of the Ewapam Atomic Energy Community TETT 1)’ that of the

non-dtscrmnnt;ry m:cass te nuclasr fuels and rn;t;rmls betyveen rnimb-ar states.

Euratom was craﬂad as the prototypical sq;:n—n;tml organisation envisioned for

futre European integration and hence was: an‘paw;ﬁd to decide upon and conduct
foreign relations indegendently éf the policies of individual member nations ** As a result
all nuclesr relstionships would Q‘j ‘;‘?ﬁﬂuctgd with the ontégrj;ad body rather than each
member sﬁte This would pose no groblem were it not for the inclusion in that group of
F_rance. the ubicﬁéus nuciear Sﬁtﬂgél;]lst The application of full scope safeguards to the
totality of nuciear activities under the supervision of Euratom. would require the
spplication of ssfeguards to French facilities, which ::\k:’c’:faurss was totally unacceptable
ta the French g

Hence the Canadian effort to have full scope safeguards made a condition of the

Nuclear Suppliers Group's export policy failed. and with it. $o too did Canadian reliance

upon multilateral channels to the establishment of an effective internstional
non—proltferat'ngﬁ regime. Canada's single-minded pursuit of that goal, however, did not
cease Rather. Canada abandoned the muitilateral spproach which had characterised

previous efforts since 1945, assuming instead a unilateral position on nuclear supplies

which far exceeded the export conditions of any other supplier country. insisting that the
spplication of full scope safeguards be a necesssry pracondition to the export of
Canadian nuclesr material to any country. The universality of this requirément brought

ﬂ

Canada into direct confrontation with some of the world's- grestest economic powers
and most significantly, those with which its future lay as the objects of the ‘Third Option
The 1877 Uranium Errnﬁ:rg’a

'On Janusry 1. 1977, Canads cessed all shipments of ramium to the couniries
within the Ewopean Cominthity, Switzeriand and Japan pending the renegotistion of
MC'OU/CMCf:tiDﬁ treaties with Canada outstanding since the 1974 nuciear export

3¢ Treaty Establ lshmg tﬁe European Atomnic Energy Community, Rome, 25 March 1957
3 Eurstom Treaty. Art 20’1)




policy review * To Csnada, 1t was the final act of rationslisation intended to ?mvg
éiq:r'mgts of inconsistency in its export policy which threstened to erode its concept of
an Sff’gcfivg_fﬂngﬁfﬂlififﬁlan regmme. To ‘the European nations, it represented 2
compromise Qf {heir national sovereignty by sliowing foreign control over domaestic
energy programs To the Japanese. 1t jeopardised the close relstionship it had in nuclegr
co-operation with the United States by submitting that pragrw o tweo differential
safeguard packages Caradian. as the original suppher and American, as the provider ¢

the anncl‘fﬁent processing (referred to as double labeling) and therefor
additional burden on Jspan's nuclear program Regardiess. until an
reached uranium bound for Europesn or Japanese customers would be mined and
processed. but would remain n Canadmn éttatkpilgs yer , “

ilised on €6 October, 1959 with the

Canada s relationship with Euratom was for
exchange of notes invoking the Agr,ée&rm Between the Ga-wem‘m of Canada and the
European Atomic Energy Community (Eurstom/\for Co-operstion in the Peaceful Uses
of Atomic Energy.’® The tresty with Ewratom was signed in the formative years of
Canadian nuclear praftise and therefore included only vague references to safegusrds
Article 9 specified that supplied material and equipment “shall be employed solely for the
promotion and development of the peaceful uses of atomic energy and not for any

military purpose it-#i3T prohibited the transfer of thoge materials "beyond its [Euratom's)

control except whh the prior consent in writing of .. the Govarnment of Canada " and
contmgent upon "a mutually satisfactory system of safeguards ”

tional Atomic

. -
it is our expectation that the centrol system of the Inte ,
N established,

Energy Agency and the European Nuciear Energy Agency, v
will prove to be.satisfactory g this respect ™ -

These undertskings appeared to be sufficient to remove ti

recognition that under the non-discriminatory access terms of the Buratom Treaty, once

% Johannson, Ch IV, p. 44 —-ab

" Johannson, Ch. VI, p 44 ) i

' Agreement Between the Government of Canada and the hu
Community (Eurstom) for Co-operstion in the Peacefu’ Use.
1959, Can TS No. 22 -

*** Canadian Ambassador to the EE.C, to Euratom Commission PreSdent Hirsch, as

quoted by Ulrich Strempel, "The Forgotten Link - Canada - EURATOM, and Canada -
European Nuclear Relations, 1959 - 79" unpublished paper presented to the Canadian
Political Science Association, Bantf Alberts, 12-14 Dec, 1980 p 13 -

- t
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m the hands of Eurgtom, France couidnot be prevented from obtarung a ﬁmm or sl of

any Canadian uramum However, with thes assistance of an internal squabble over
Y L

Euragom, but n fact had become embroiled in an mternal disagreement wigtvn Eurstom
which had calied into quastion the intentions of the French by its fellow Euratom
meambers and hid displayed theurar;-n distrust Ulimately, Euratom arrived at the same
only and would allow international inspection of these. but would reserve the r&maining

installations as having a military significance and hence out of the sye of nternational

scrutiny. Contracted supplies would then necessarily be earmarked for one facility or '

another, with military facilities being largely fueled from indigenous (or Central African)
sSources. . o

Although this arrangement was satisfactory to Turaiom. the iIAEA, and the
Canadisns of 1965 by 1974 it provided a leak in the ﬁéﬁiﬁfélifiijtiaﬁ ragime ;ﬁa large
to continue to ignors. The major Canachan nuclear export policy review of 20 Decermber
1974 specified that “all Cl)dllﬁ nuclear r’n;'am!s, and 3l subsequent generations of
facilities would besovered by IAEA safeguards ‘' Canada's insistence on the contagion
pﬁﬁciplg' would thdrefore be inconsistent with differential trestment applied to French
nuclear ,i;tw%tags by Euratom. the corporate entity in terms of the Canadian Tresty Canada
could neither contravenae its policy of universal application of export conditions of 1965,
s Japan was eager to seize upon any special dispensation which Euratom receivaed in
order to apply simiisr srguments to elude the soplication of IAEA safeguards m

standards. However, in the wake of the 1973 oil embargo, the European states had opted

for heavy nuclesr power programs as a method of reducing their dependence on foreign

"Ruratoms role as a ﬁ{i‘k_.ét participant. the debate quickly boiled down to a bilitgr;l-

" gee infra Ch IV J .
S v



energy sources. a dependence which created not only an economic, but an iﬁtt‘?ﬁﬁ;ﬂ;ﬂ
politicsl vulrierability To accept foreign control over the end use of nuclear matbrial
would negate sny positive aspects of nuclesr energy as a counter to the foreign
dt:)mmgtnan of other energy souwrces Further. a long term energy pélcygfmas planning
based on the rigsan,ﬂ;ly predictable behsviour of all parties. if suppliers, much less
se of events through

mternational orgamsations are allowed to influence the co
v , s . i ,
unilateral or arbitrary decisions without specified critgfia. neither industry nor
government can make the long term commitments necessgry to make huciesns power a

nations to accept Canadian

reprocessing and fast brgedar tachnology. wauld be Y
external influence fcrr another. '

The negotiations of the Canadisn—Euratom nuclesr trade continued for two yedrs
with numerous deadlines and extensions. Within Euratom, the ‘contagion principle’ would
ultmately. equate to full scope safeguards with the dispersion of Canadian materials
throughout the Europesn Community which introduced considerable confusion into the
debate ' Ultimately, the 22 December 1976 policy statement specifying that ful scope
safeguards be a pre—condition to Canadian expérts clarified Canada's position The lines
were then clearly drawn Canada would insist on the apphcation of full scope safeguards

lrn:fudnng full end use controf by the exporting country of fuels. enrichment and
technology throughout the Euratom nations and the Europesns would insist that they
retain ultimste control over their national energy programs. Matters of principle are
seldom open to compromise or canétmctmg nagotistion, even innternational affairs.

To fully understand the power which Cansda commanded in its assault_on these
powerful adversaries. the embargo must be placed within the constellation of concurrent
events The Canadisn uranium embargo was primarily a demonstration of raw market
power. On Jsnuary 1, 1977, Canada had the international uranium market “all 'Egkﬁﬂ up’.
During the two years of negquation prior to the embargo, tmurm cartsl had acquired -

control a"avsr _virtually all of the market snd had become a smoothly functioning

m Them:s Roser, M;c:lm Engrgy and Ont-fnntvan:l Rilmaﬁs The Case for the Federal
Republic of Germany”, Proceedings of the 73rd Annual Meeting of the American Society
of Internations/ Law, Washington, D.C.. Apr 26-28, 1979, p. 169-70
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(organisation. Canada had been alliocated approximately one-third of the market and

provisions had been made to resliocate sales foregone through consumer preference i’
The cartehbad isred a policy of open d'scrmnatnon agamst the Japsness. The
instrumental position of the Canadun cabinet in the formatnon and opermon of the cartel
would dictate thst this preeminent market position could hardly escape therr notice. At
the time of the embargo, the cartel was in som.e disarray due to its exposure in October
of 1976. This wouid seem to be a temporary st‘h of affairs, as\th‘ only impact of the
exposure was a short respite in the sky-rocketing pr’ice with the cartel resuymning
operstions on 3 less formal basis in the spring of 1;77. The\reveistion of the cartel
would have minimal impact on :he embargo as the only available information was that
derived from press reports of the piiferJWy Kathieen Documents, held by an
American Congressional Committee, which would not come under pubhc scrutiny until
late in 1977 The complicity of the certel in ‘thc ombargo is evndonced in the fact that no
cartel member stepped in to fill the void left by the Canadian sbsence Rather, it was
resumed shipments from the US., as an act of resssurance that it would not attempt to
force safeguards upon trusted allies. which played tho most important role in bresking
the embargo *'* ' =

Canada's merket posiion was to a great extent supported by the rising demand in
the international uranigrnm&/et, a demand which was for the most part lead by European
decisions to adopt nuicesr power as a domestic energy aiternative. Most certainly, the
bouyancy of the market diffused much of the domestic opposition to the embargo from
the industry Growth in Canadian production slowed only temporarily during the |
embargo’* but resumed its unprecedented increase after it was lifted. Producers had
little té compiain sbout as payments from consumers did not cease during the stockpiling
period and it is conceivable that the slowdown in production might have been an
unwarranted response of the industry in snticipsation of a long dispute concurrent to s

breskdown in the cartel Canadian producers did’in fact raise surprisingly littie opposition

- 10 the embergo. However, given the very tight control the Government exercised over:

the industry, it is doubtful that a public outpouring of indignation would have served the
ns infra Ch. V

ne Keeley. Policy, p. 622

13 see Figure 5- .



mterests of the ndustry n any significant way.

The European embargo would also appesr to be a well tirﬁ:Bd political maneuver
designed to seal international support for the Canadian t,:tiiﬂc—ﬁp"t of an pffective
non—-proliferation regime On Jsnuary 1, 1977 Canada was enmeshad in secret meetings
with the worid's major nuclear suppliers and had had great success so far n, winning the
support for #ts proposals Canada had only 1o secure the agreemant of the Nuclesr
Suppliers Group for the acceptance of full scope safeguards as a m;c,essiry
precondition for exports of nuclesr materials The majority of the NSG had declared
support. for the concept with the opposition residing mainly with France and West

Pressing the Europeyr

Rather, access to Canada's

Counter to ‘American dependence. The Framework Agreement for Commercial md
Economic Co-aperation Between the European Communities and Canada was signed in
October of 1976, less than three months before the imposition of the embargo and the
tmking of energy issues to the agreement formed a major part of the discussions. The
Framework Agreement was only a framework and the mga was an early opportunity
to ensure that the conduct of business under that agreement would be favourable to
Canadian interests The stmasphere- that was engendered throughout the negotiations,
though at. tms acrimonious, was one of otherwise friendly sllies wc:rkong mutual
problems out in a ea_nstmt:tiva’ environment. This attitude continued through the embargo
and facilitated its ultimate resolution 7

; in the light of previous public demonstrations of nuclesr policy, Canada's position

was sbove reproach., whereas the Eurapim image was :mwh:t tarnished in the
aftermath of the Indian explosion, Canada's -ct-ens in pressing for an inviolable ufagu:rd
ng{a to the extent Df jeopardising its commercial activities was an stonement for pnt

'?gfé—_aééggg ______

M Mitchell Sharp, Cinadl U.S. Relations: Options for the Futur- / nternational
PII?MI{&S {Autumn, 1972)
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; for initially five fg:nlltlgs including two ﬁ.g;’lar rnat:mr‘s with options

errors On the other hand, the Governments of Waest Germpny gnd France had come
under attack, both domestically and internationally, for ther policies with regard to the

* export of sensitive nuciear tacﬁﬂagias ie reprocessing Facuimes West Ggrﬁ'my had

concluded an :g‘aemgﬁt. with Brazil in June 1975, the so-calied ‘Sale of the Century ¥”

for six more. a
uranium envichment plant and a plutmm-n reprocessing plant, slements Brich compose 2
full fuel :yeu;!!'_w;st; Germany was aiso competing with Canads for » smlr dasl with
Argenting’’* and thus éxacgﬂ;atmg an already amggraus regional rivairy ' France. too,
had incurred the wrath of the international community by agreeing to supply Pakistan with
a reprocessing plant Considerable pressure was required before France agreed to
abandon the sale earning m the process a reputation as an unscrupuious NuCiear

supplier ' The French have also encountered strong’ resltance to their proposed
activities in South Korea, the Philhp:ﬁis and Iraq '’ Therefore, Canada's image was that of
righteous, crusader for a more stringent safeguards policy against the Europeans. who
appeared as self-seeking prahfar.ﬂars '

The embargo continued throughout 1977 and acquired considerable international
interest The route to resolution was opened during the May 1877 London Summit
Conference which was largely concerned with energy 1ssues and tha prokjerms créigd
by embargoes orl energy suppliies:” The Summit called for the establishment of an
international Nuciesr Cycle Evaluation (INFCE) which had a mandate to investigate those
issues of nuclear pélic\y in which Canada had the greatest concern Pending the results of
the INFCE. an interm agreement between Canada and Euratom was signed on 16 .January
1978 allowing Canadian shipments of uranium to be delivered in sufficient amounts to

mr Jehlnﬁsan Ch V., p 42
'1* Norman Gall. "Atom for Brazil - Dangers far' All Foreign Policy. 23 (Summer, 1976)

155-60
" Jol gon, Ch. V. p 42 g
e Adtgh’ Stavens:m Nm:lur Reactors. Arﬂarn:d Mutt Act’, Foreign Aff, irs, 53 (Fail,

1974) 64

1 "Nuclear Bluff', The Weekend Australisn, Juﬁ! 14-15 1980, p. 2 There is
m&h-wuﬁ-ﬂtﬁmﬁﬁmﬂsmm nmﬁr-praccﬂmg
faciity through an Italian licensee with Swiss and Libyan :ss:st:ﬂaa See "Four Corners”,
Australian Brosdcasting Commission, 17 Aug 1980,

132 "The Atomic Hit-Squad”. The Australian 26 July 1980 French nu;:laar relations with
iraq have been typified more by thair conflict ‘with the Mossad than with political
denouciations

2 Johannson, Ch V, p. 37
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meet the current needs of the Euratom ﬁﬁﬂb;r;“’ The prowvisions of the interim

agrasmeant YE"" ) -

1 that Canada be consulted prior to the gn‘n;hvng r:pmcessnng or storing of any
‘m:tsrui tranéferred after 20 December 1974, ‘ '

2 - that Euratom safeguards be spplied to all equipment, facilities and materials

transferred including smsgﬁpant generations and duplicytes;

the agreement will meet all the requirements of the 1974 policy .. . All
Canadian material going into the Community will ba under fuity IAEA and
Euratom safeguards as they relate tc: all reactors within the Community,
wherever located '+

A final agreement has been announced and is to be signed in the fall of 1981. The taxt of
the agreement is as yet unavailable, but it is axpected to call for “mutual EZ‘;ﬁSQﬁt" rather
than “prior consent” on reprocessing and enrichment Instesd of a2 case-by-case
appraisal of nuclear programs, Canadian officials will be provided with a detailed
fong-range information on the reprocessing and enrichment programs of each member
state '

Resolution of Canada's differences with Japan, because they rested on more
technical and less political problems, was achieved with considerably more sase. Canadian
ursnium bound' for Japan was enriched in the US snd hence was subject to both
American and Canadian safeguards. This problem of 'double labelling was further

s Strampql P. 40 ) : -
' Strempel, p. 40-41
' House of Commons Debates, 19 Dec. 1977, p. 1996, as cited by ~Johannson, Ch V
P. 39 _

‘Safeguard Pact may Spur New Uranium Orders’. Toronto G/obe and Mail, 7 July
1981, p. B9 '




8ggravated by the application of the. contagion principle by the Canadians’" However,
the issue was resolved through a Canadian-American agreement under the Nuclear
&:o-Operatnon Treaty of 1955 to co-ordinate the safeguard policies of the two
countries in cases of trans-shipment ! - '

’ Was Canada successful in its unilateral attempt to establish a mi?;tfrﬁ safeguard
policy which couild be held as an example to other supélléfs 25 a model for the
international 'non—proluferatn:m regme’? Clearly t was not Canada, as the supplier nation,
lost the riwt'of control over the end use of nuclear materials, agreeing instead to be
consulted or in the nebulous terms of the final agreement. to ‘mutual consent . Not only
did Canada also retreat on.its nsistence on full scope safeguards. particularly in
reference to France, Qut also agreed to a limitation on the ‘contagion principle’ by
restricting the peaceful uses of future generations, duplicates or derived téel'if‘!t;;egyi to
only piutonium ' ‘

The significance of this retreat is not found in its impact on European or Japanese
nuciesr activities, but rather in the precedent which has been set in allowing spgc:iail
dispensation to Euratom and particulsrly France, from the application of Canada's strict
safeguard policy Throughout the evoiution of Canadas nuclear gist;ﬁ policy. there has
been a consistent tren8 toward the universal application of safeguard requirements
without exception The commitment shown toward this goal has been demonstrated on
repeated occasions by Canada's willingness to forego economic returns to ,It;him;g this
goal. The major criticism of a supplier based control over the non-prolifération regime
has been its discrimindtory policies particularly towsrd the nuclasr wa:u:msr states.
Canada's favouritism was not toward a state whose exemplary behaviour warranted
special consideration on the basis of rewarding good conduct On the eantr:y:(:—m:
had excused a country which had dgrivsd its nuclear capacity through the perversion of a
civilian nuciesr power program. had doggedly pursued an indepandent n;tiﬂh:li'ﬁuelnr
force with an declared m‘,ﬁ' to use it, and had engaged in questionable commercial
practises including v xport of {ngsjtiu technology and equipment to unstable or

s Keeley, Policy, p 622 )

1% Exchange of Notes betweeen the Government of Canada and the Government of the
United States of America Relating to the Agreement for Co-Operation concerning the
Civil Uses of Atomic Energy, 15 November, 1977, Can. T.S. No. 35 . )

h
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irascible regimes through covert means and thereby aggravating regional hostilities. The
W of the NPT/IAEA regime and many adherents which, for other reasons. feel
‘ impeded by the apphcation of stringent safegusrds. can hardly be blamed for expecting
that they are entitied to equal consideration Given Canads's desire to establish good
\oconon{ic reistions with the Europesn Community, such a retrograde step could only be
seen as a subjugation of a moralistic ideal to the economic reaslities
memmgonnfmmdmdrdmmC;ﬁ:ﬁEr@
possibly more than had been expected | |
bearing in rmnd what | have ssid about our wish to maintain good relations
with Europe. an obstinste and unreasoning resistance on our part to the
resumption of shipments would clearly be taken as an unfivaurablg act;
indeed it has aiready been so interpreted in some quarters *°
However, to conclude that Canada's withdrawal was only because of the threat to future
economic _relations' with the EC s simplistic and possibly quite wrong The major
component in the Canadian—-European confrontation was the almost parahoiac drive by
the Europesans to obtain energy self-sufficiency. Coming so soon after the 1973 oil
embargo. the Canadian ursnium embargo. considered to be arbitrary and high—handed,
merely confirmed to the Europeans thst control of §tratogic: r;sw;;as, particularly
energy. could not even be left in the hands of trusted aflies. Complete national control
thus became an incontrovertible principie in future Europesn energy negotiations. Thév
relstive ease with which Canada had desit with the naiscent Euratom during’ the 1965
Uranium Debate. led Canadian officials to underestimate the bargaining power which this
principle provided snd certainly the strength of its motivatio& '
However. Canada's position was severely undermined by the decay of supplier

_control in the nuclesr market Clearly Canada's market pocitiot"i'wn iubst:nti;lly eroded

by the unexpe d;resurnotion of uranium exports to Eurobé by the U.S. and signalied the
{0 six yesrs to the preeminent position which the cartel had held over the
rket During the negotiations over the embargo in 1977, negotistions among
the éartol; members were no doubt taking place in an attempt to wrap up its Etivitigs? The
cartel would Ceage to function towsrd the end of 1978 Members soon would h:ve‘ to
engage in open competition among themselves and this would be no time to antagonise

130 Minister of External Affairs, Don Jamieson, House of Commons Debates, 19 December
1977 as quoted by Johannson, Ch V, p. 38




104

potential clients by contmmg\to sn.pport the Canadisn embargo. The Fraser Government
in Australia qpnounced m August of 18772 after an extensive study by the Fox Roysl
Commission.}? that it would lift restrictions on uranium export whuch would alidw

Australia to take the lud'é 8 world utanium supplier. The US. e of Representatives

Subcommittee was further closing in on cartel participants requj ing'that they keep a low

profile and with US resumption of exports acting directly against the intl(ests in the
ww.huwmmvmmamldwrdym&w

Canada ‘was also losing the support of th NSG for its proposasis. The resoive of
#ihe non-Europesn members was beginning to wane, and it wa§ becoming clear thet
support for the application of full scope safegusrds was not as strong as first thought
AsthefMposmonofthoNSqumodeobrury of 1978 it must have been
Clear to the Canadians late in 1977 that they could similarly not rely upon the support of
the NSG members in their confrontstion with the Europesns. Csnsda had therefore
entered into the embargo in January of 1977 under the justifisble impression that its
chances of succeeding in pursuading the Eur8peans to accede to its demands were very
good However. Canada had pressed the supplier based regime past its limits and had
crested a gap between the interests of consumers and the deminds of suppliers greater
than the regime couid span

Clearly the seeds of decay were aiready laid in the cartel and when pressed the
stl;ucturo necessarily began to collapse In the scramble to retain as much as possible
from the crumbling orgarisation members hastily attempted to .secgre their future
positions This scramble is cx.emplifiod by Australia's efforts to secure fremework
agreements with the major consuming nations during and immediately subsequent to the
fail of the cartel. Australia also initislly insisted on p'rior consent before supplied items
could be transferred beyond the jurisdiction of the recipient, enriched to more than 20%
or reprocessed '’ However, in tresty negotistions early in 1978 with‘ the UK, Euratom

and Japan, Australia sbsndoned this insistence entirely agreeing instead to be informed of

33 Prime Minister Malcoim Fraser, Commonwes/th Parl/ismentary Debeates (MHouse of
Represematives), 25 August 1977, p. 646

1 Justice F. Fox, Ranger Uranium Environmental | nquiry: Rirst Report (1976) and
Second Report (1977), (Canberra ‘Australian Government Publ:?m_os;_Serwces)

33 Beli, p. 26 A



the disposition of supplied materisis.’* The Fraser Government also stated a Vwiiﬁﬁﬁ‘lss‘ @

to negotiste safeguard provisions with responsible nations' in terms of other economic
considerations > Thus the cracks in the supplier based non-profiferation regime were
quickly widened b; the wedge of commercial competition

The resuits of Canada’'s unilatersl attemp! to establish an effective internationsl
non-proliferation regime were dramatically contrary to thgsa which were lﬁ‘tandid.
Rather than secure the compliance of jl ﬁ:bans participating in nuciesr activities through
the establishment of a suppher based control regime with Eé‘éf;diﬂﬁéd export policwes,
Canada. by curtailing supply of a strategic resource, actually stiffened opposition to such
a regme and created sn incentive, toward the development of more self-sufficient
nuclear technologies embodied in the plutonum economy. This action further encouraged
additional movement toward the formation of an alternste supply regime. one which is

sttractive because af its reduced costs, hmited iﬁ;:)ésitiéﬁ on national sovereignty and

rather than placing itself n the leading role envisionéd by the Cabinet memorandum of
1974, Canads actually has dsmaged its International réputnian as a stable nuciear supplier
by appearing to act in an arbitrary manner and 1o have succumbed to economic pressures
in the pursuance of its principles It became clear that as a praa;;ct of the embargo, the
loss of future sales opportunities would restrict Canada's on—-going ability to influence
the nuclear policies of consuming nations’’® Finally, rather than improve the market
situstion for Canadian domestic ursnium producers by creating artificial forces in the
market, the Canadian Government has in reality placed m;; producers in a

desperate situstion. The cartel created artifically high prices based on an artifical demand

inducing the industry tg produce well above real consumption The result has been s giut

on the market far wofse than the normal chronic state of Q\féfSLéply. ht has taken soma

time but this disastrous situstion is finally taking its toll with the closure of less efficient .

i1t} lbli

35 The Weekeng Australian, 20-21 May 1978

' India has concluded nuciear co-operation agreements with Argentina and Brazil.

¥ Johanngon, Ch. V, p. 39

4 Eldorado Nuclear will be closing its Uranium City mine on June 30, 1982, putting 800
paople out of work and virtuslly ?urlntnun g the demise of Uranium City itself with L]

population of 25,000 See The G/obe and Ma//, December 4, 1881
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Cahadas firtation with unilsteraism in its drive to establish an effective
non-proliferation regime was not a successtul one It does however, represent the
culrmnation of its push to Implement a pﬁiﬂ;y considersd by Cabinet to be one which held
precedence over other foreign policy goals Of ¢ biSig
total disregard for 'C!'ﬁdas econommec position vis—a-vis its desire to implemant its
nuclesr export policy in its eanfraﬁt:nan with Japsn and Europe. This disregard included
not only the economic interests of the Canadian uranium ndustry, but aiso thrastenad
Canadian relations with the worid's fMajor economic powers under the terms of the Third
Option’ |

Thus the Canadian uranium embargo forms the apex of Canadian attermpts to
impiement a paramount foreign policy goal. Its faikre to do s0 represents a critical point
in the pursuance of that ﬁe:l Canadian policy rnlkars pfawcvus'y had been plagued with
the confiict between economic lﬁtﬁr;ﬂs nd the desire to sst!bhsh a affective

ignificance was the aimost

non-proliferation regme Repeatedly. thns t;csnﬂu:t had resufted n the negotiation of the

tarms of one goal st the expense of the other However, subsequent to the 1974
A Y

Cabinet memorandum, this conflict was rescived. No longer would the pursuance of

© economic goals detract from the implementation of Canadian export policy. On the

contrary, the resources which had been previously invested in achieving the former
would now be put toward a single purpose it was the object of the Government of
Canada to use all the rgsw;gs it its disposal to form the supphar nations into a

cohesive mtarn;tren:l unit in ::wdef to create an effective and workable international

's subject to resistance from domestic and nternational sources In the case of Canadian
uranium export policy. d@mcstlc resistance was slight due to the considerable control
which the Prime Minister and Cabinet exercised over the nuclear industry as a whole.
Thus it was possible for the central decison—-making unit to use the economic well-being

af ﬂ‘ﬁ Cﬂdm iﬁamtry to buttress its msmﬂmﬂmhm“gﬁef

ntﬁh:ﬁmg an effective non~proliferation regime. By acting unilsterally vis—a-vis both

“'(c:anfdﬂ(-rr Adﬂusan s Agnew Lakes mine in Ontario is also nearing closure, see:
Financial Post, 1 Aug. 1981 __



external and internal interests, the Government of Canada was further dermonstrating its
ability to act autonomousiiy in seekmg goals which it had set for itself.

Having identified a sat of abpctwas doas not, however, guarantee that they can
be realised Canada's failure to implement its most favoured foreign policy gosis must be
exptainod in terms of the nature and competing forces of the international E.mﬁy and
the apphcablo theories of mtcm;tnarml relations. The statist approach, at this point, is of
nofmmmummg!m However. the process by which Canade can come
o the threshoid of its international interactions as an apparently unified actor can be
explaned by a statist view of the foreign policy decision-making process. In"doing so it
may be possible to integrate these two approaches to the study of mternational affairs
#nd 1o bridge the gap between foreign policy s & manifestation of the domestic needs
of society and ss a response to the dictates of the conflicting powers of the
inte?mtional community.



VIi. A Statist View of Cansdisn Nuclesr Export Policy

The evolution of Canadian uranium export policy has been characterised by a
continual refinement and clarification of the precise focus and relative salience of two
basic policy goals. Canada has sought consistently to ensure that the export of Canadian
uranium would not endanger the security of the international community by contributing
to the proliferation of nuciear weapons. When there has been satisfactory evidence that
this condition has been met, then Canada has sttempted to secure markets for its exports
of urarvum in a highly competitive international market place !t has been a isborious
process and sometimes one which was not totally satisfactory when the obligations
obtaned from consumers were assessed against the commitments necesssry to
successfully hatt nuciear proliferation But the process was gne of refinement and the
outcome of each negotiation provided information on the scope of thes necessary
commitments and ther costs in t:rm; of future sales This information was incofporsted
into future negotiations, the refinement process contmuing until there could be no more
mutusl -xehlﬁg- of safeguards for sales in this final confrontation, the Government -
chose to plaf:e rnlnv of its political resources. including thoss committed to fodtering a
better economic ral;tmm:: with the major economic powers n order to reliave itsalf
from an unneaithy dependency on the United States. behind the pursuance of an affective
non-proliferation regime. From a St,ﬁigt gé&ﬁt of view, this decision is consistent with the
historical course which the Canadian government has plotted in uranium policy and
supports the concept of the state acting independently within the constraints set by its
domestic and international context -

Krasner's sﬁtist spproach to foreign policy appears most mppropriste as an
analytic framework an the case of C.:nidmﬁ ursnium export pahcx There s a distinct
pattern in the avolution of this pahcy which clearly sstablishes a set of preferences,
hmr;rchuully ordered and persistent over time, which has guided the formulation of
Canddian ursnium: policy for the (ast four decades This policy is one nl:cted to
. accommodste the demands of domaestic and international interests while also mntmg the

mterests, and by the internstional context within which those policy choices are
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mplemented Withwn those mternationsl and domestic constraints, the state operatas with

reiative ind Ce according to the goals it has set for itself.

In the formuiation qff Cenadin nuciear export policy. the Prime Minister and
Cabinet have acted "with a will and a purpose’ of their own As a central decision making
unit “sufficiently insulated from specific societal pressures”. the Prime Minister and
Cabinet have had the latitude necessary to take independent action to fulfil the primary
objectives of Canadian nuciear policy. Through the legisistive and institubonal structure of
' making unit has

the production and marketing of Canadian ursnium, the central decisibr
had direct and exciusive control over nuciesr export policy. It has further demonstrated
on repeated occasions 8 propensity to use this control, through active intervention in the
Ndustry at home and abroad. to secure policy goals in the areas of both domestic
economic polcy and foreign policy. In doing so, the Prime Minister and Cabinet have
taken steps to remove uranium issues from public debate. to the point of legislating
aganst such dsb:ta and have frequently carried out policy deliberations and implemented
policy in secret ‘ o
The control by the Prime Minister and Cabinet over domestic political and
economic policy with regard to uranium exploitation and E;Iﬁ)QFT has been absoiuta Given
the lack of public concern over the issues associated with uranium axport, it would
appasr that the policy choices made by the central decision making umt{\iara tvgll within
domestic constraints The failure of the Government of Canada to impiement its policy
gosls asrose from an attempt to pursue a policy which was unacceptable in the
international context and therefore encountered substantial resistance. C
Krasner, in his studies of American foreign economic policy, concentrates ugon
the dogrn to which domestic resistance acts to foil the implementation of foreign
policy. His examinstion shows the United States to be a ‘weak state’ in that n the
relstionship between the state and its society, policy makers do not have the power to
overcome resistance from the private sector or other sub-state actors '’ This weskness
arises from the fragmentation and decentralisation of political power and the eese of
pluralist access and private penetration of the governmental system of the United

1 Stephen Krasner, “A Statist Interpretation of American Oil Policy Toward the Middle
East'. Po/itical Science Quarterly, 941 (Spring, 1979) pp. 80
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States ¥
The probiem in the Canadian context 1s, of course, quite different in the case of
Cm-dc-\ ursnium export policy, the Government of Canads 1s by no mesns weak
According to Krasnars Criteria. a strong state is one which can resist private présa.re
effectively ﬁﬂrm private interests to follow policies which further the goals of the
state. and to slowly change the economic environment of those private actors! Using
these criteria, c:m can be characterised as having a strong state structure. To paraliel
the American cxtﬁpla in the Canadian case. there is hmited acxpmmﬁy for public access
to the nuciesr policy formulation process with thd decision mak ing structure highly
Centralisad and subject to the direct control of the central decision making unit The
general conclusion to be drawn from Canada's failure in its final confrontation with these
major economic powers. is that the Government of Canada has grester ability to
mm its policies in the context of its own society than .as a nation n the
mtmlaﬁﬂ community. The United States, on the ri;thar hand, has reistively wask state
structure domestically but once policy is agreed upon by domastic -et::n‘s is relstively
much stronger in the nternational srens
¢ The value of this observation is in the comparative opportunity which Krasnér's
statist perspective offers in the examinstion of the foreign policies of a varisty of
n:tu:vns This study does not prcmde a direct comparison of the responses of Canads and
the Urvted States to a simiiar international event However, there is sufficient swidence
upon which to speculste on how a foreign policy response is formulated and
impiemented n the ‘strong’ and ‘weak' stste structures. In either structure, the state is{:
coalition of foroes, under the direction of a central decision making unrt, with a selection
of m-trmts thrauga which policy choices may be rmplemented '*? The cohesiveness of .
the coalition and the extent and persuasive or coercive power of those social
iInstruments vary widely across the nations of the \&erld While the United States may
have a relatively decentralised governmental Sy:tam or a limited ability to influence

1 Stsﬁhgn hir:snar Defsndmg the Nations/ |nterest: Raw Material I nterests and /.5,
Foreign Policy, Princeton Princeton University Press, 1978) pp 61-70

¥ Krasner, National | merest. p 57

! Peter Katzenstein "Introduction Domaestic and international Forces and Strategies of
Fer-@w Economic Policy”. / nternational Organisation, 314 (Autumn, 1977) p. g
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. of institutions which can exert considerable nfluence ganarﬂy and n :psenfné sectors.
The primary difference in responding to a common mtmﬂanﬂ issue is the focus of
attention of the st:ta or the degree to whceh the central decision making urwt must
comply with the wishes of various sectors in order to avoid significant resistance to its
policy choicas. Therefore. the substantial control which the Government of Canada heid
over the domestic interests in the formulation of Canadian foreign policy enabled the
ist policy. lfthllm of domestic economic

state 1o favowr a more ,
interests. Decision makers in the United States, on the other hand. must concern
themselves with avoiding domestic resistance, psrticularly from the private sector, and
hence draft policies amed at favouring domestic demands while confident that once set,
nternetional resrstance will likely be nsufficient to impede thewr implementation Thus the
probable course of national policy makers in confronting a common international issue
will depend upon differences in the stath structures
These observations make it possible to comment upon the u-rp:c:t of the stztnst
m:lysns on the study of Canadian foreign policy in general Canada. to its credit, often h;s
taken an independent stance on international-issues. There aiso has been a long triditi;ﬁ'ﬁ
Canachan f&aégﬂ policy ;sf an aloofness on the part of foregn policy decision makers
from public debate over internationa! 1ssues which, 1n turn, has ensbied them to direct
therr sitentions away from domestic demands raised as a result of this debate. and to act
in  accordance with the competing forces of the international arena The
liber al—internationalist perspective attributes this to a public which is ill=informed of the
complex issues of %ﬁtsrn:tpoﬁsl relations and hence unworthy of participation in policy
deliberstions, thus allowing foreign policy decision makers to act in an autonomous
c.q;at:«ty ft would appear from a statist ngs‘paetivgi however, that this rift between
policy makers and the public would be by design of the state.
In accordance with the theoretical grounding of the realist perspective in the
‘oreat power' theorists. the ability of the Government of Canads to successfully
#mplement its pokicies i besed upon the strength. and dwersity of those social
instruments which 1t can utilise to secure comphance with its policies. in this case the
Government of Canada exerts :aﬁsi;détﬂ; control over the domestic determinants of
the foreign policy formulation process m make it panﬁ: to subordinate domestic
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nterests to the more valued objectives of the internationsl community. To do so,
however, the Government Is acting not only autonomously, but as a separate entity and
according to its own perceptions and objectives However, the conclusions mr:h may be
drawn from the analysis of uranium export policy might not be vaid for ethcr sreas of
- Canadian foreign policy in which the Government does not wield such absolute control A
statist analysis would predict that n such cases. ‘the implementation pré!:ess. would
favour domestic interests in orger to minimise resistance from that quarter

c,mm:mmm activities primarily arise from its heavy mnvolvement as a
trading nation it is therefore, in most cases. relatively easy to separste domestic
mterests from the demands of the internstional community As a result, s statist analytic
ffmar; can provide a useful structure for the snalysis of the Canadian foreign policy
Pf_MIﬁﬁ process. [t is a dangerous presumption to suggest that past behaviour rﬁly
¥ P!:Qﬂiﬁt future performance in any sphere of politics. However, if the issue is one which
‘h,ls been confrafted on several prior occasions and the conflict between contendmng
objectives has become clearly dgﬂned then a consistent response may indicate which
direction policy makers rﬁiv choose in future. Thus when the selection of contenchng
positions falis between the satisfaction of domestic interests and a valved but more
genersl international gosl. the relationship batween the state aﬁd 1ts society becomes an
important factor in deciding the outcome. AP this 1s a relatively common confiict in
Canadian foreign policy, the statist perspective becomes a valuable ansiytic tool.
The Stﬂist-Pgﬁp’gtiv- snd the National Interest '

ft is Krasners contention that a set of preferences, hwerarchically ordered,
persistant over time and generally related to the goais of society defines the national
imerest This is broadly compatible with traditional theorists from the realist perspective
of international relations who argue that decision makers respond consistently to a set of
objettively recognisable sxt-mil daterminants which govern the course which policy
must take. HuwIVii{ is it rmm to assume m becsuse a state ecmm:mmiy chooses
'a course of action which follows a p:th of ln;t rnustino:c th.ﬂ |t 1] nm:nnruly. ‘.
satisfying the national interest? _

The crucial distrﬁctbaﬁ between Krasner's and the traditional approach i1s that the

statist approach is an inductive model as opposed to the more determinist daductive
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mode! of thé traditionalists This is a legitimate distincfion to make. but one to which
Krasner has not strictly adhered By demonstrating that the structure of a nation and the »
relationship between the state and its society ar@ principal elements of the choices of
decision makers. Krasner has merely identified another determmant to be placed beside
other geo-political or economic deterrwnants of the national interest This in no way
demeans Krasner's contribution in identifying such a crucial fasctor, nor the
methodological contribution in the indentification of decision makers perceptions of the
l'll’tlaﬂ;l mnterest However. n the same way Ih:t strategic. economic or geographic
considerations do not in isolstion absolutely determine the national interest. neither does
the relationship of the state to its society

C)n the other hand. by focusing on the p-!rElptms of the nationsl nterest which
decisions makers hoid, through the statist perspective Krasner offers a mechanism with
which to compare the objective assessments of the theoreticians with the subjective
"assessments of the practitioners. Because of the opposng logical éfacassas of the
trachitional deductive approach and Krasner s inductive method. it is entirely conceivable
that conclusions de"wad from each could yieid totally different results Krasner then
makes the justifiable clmrﬁ that the granast defence of the statist approach is the ability
of the state to make mistakes Conversely, the statist perspective has an equsl ability to
faisify the pronouncements of theorsticians.

' Krasner's concept of the national mterest is very different from that which has
come into common usage in the study of internstional affairs There are indeed
similarities and possibly a great deal of congruency between those issues of national
mterest identified by Krasner and those nﬂentiﬁﬁ; by the traditions! analysts Ultimately,
however, Krasner's concept i1s but a reflection of the national interest, an indication of
what it might or is perceived to be. but 1t cannot be calied legitimately the national
interest. Only withjn the terms of the statist ﬁiysis may this distinction be disregarded.
If the conclusions derived from such sn analysis are to be integrated into further analyses
these terms and concepts. some attempt must be made to ensure that Krasner's ‘national
interest 15 synonymous with the more miv-rs;m; accepted concept To merely require
that the policy choices of decision makers be consistent with the general gosis of



society 1§ just not sufficient .

/ Because of these two problems. the failure of the statist approach to adequately
accommodate other determmants of the national interest and the lack of integration
between statist and traditionsl concepts of the national interest Krasner's statist
approach is unable to provide adequate explanations for the content of policy Whoices.
Throughout this study, Questions have been raised concerning the propriety and
effectiveness of the methods used in implementing the primary gosls of Canadian
uranium export policy Although a statist analysis can identify decision makers in error or
in conflict with contextusl circumstances, it has no facility through which to explain the
implementation of policies which have been selected to serve the national interest. but in
fact are uitimately not in the interests of the nation at afl For example, as consistently as
Canadian decision makers chose effective safeguards over economic considerations,
Canadian negotistors were bargaining those commitments away In ail fairness, safeguard
provisions were continually tightened and /mproved, but it was a long learning experience
and not without 1ts casustties. Possibly in thws snd other nstances where it.s the process
by which policy is implemented rather than the policy itself which is the focal pomnt, a

bursaucrstic bargasining \spproach may have grester utility. However, this is Not a serious
/

conflict for, like its prgdegessors, the statist approach is a ‘grand theory'. dealing with

issues and concepts g/ a large scale and leaving the details to others.

However. & more serious question has been raised congerning Canada's
participation in the uranium praducer's é:rt:l Regardiess of the acceptability of Canada's
initial Fﬁetivﬁiaﬁs, the cartel was an artificial market structure. in any artificial manipulation
of the market, there is a price which ultimately will have to be paid if it is to be returned
at some point to the mechamsms of free competition The cartel crested E:}ﬁdiﬁaﬁs
which stimulated production in an industry which has and will be chronically over
supplied It indirectly éd:e created an artificisl demand for uranium with doomsday

accounts of uranium supply shortfalls during a time of general insecurity sbout inirgy

‘supplies. As a result of this fit of activity, there is now no demand for ursnium as

consumers have been left with huge stockpiles of fuel for reactors which remain subject
to long political and reguistory batties. Thus the uramum industry 18 ROw 1N an :bysm:l
state and looking forward to conditions possibly worse than it has ever experienced

U



before not just as a resutt of the cartel. but becasuse of the expectation established
withn the industry that it need not respond to natursi economic forces and that
somehow. someone will bail them out ’
At the outset. the cartel was formed as an organisation which would bring order
to an unstabile internations! market This was accomplished in a matter of months and is an

action consistent with the pursuit of one of the ery goals of Canadian nuclear export
policy. Yet this 'orglnisation proceeded to raise es and aflocste market shares,
ultimately creating a situaubn m the industry far worse \than that which had brought it
sbout It appears exceedingly unikely, givan the fundamental role of the participant
governments in the operations of the cartel, and its reiatively simple structures l:id
procedures, that the Govmm of Cmacu was 'mw‘rttingly duped into price fixing
activities. In this instance, an instruments! Marxist anslysis might more appropriagely
explain the relationship between the interests of the industry and those of the Canadian
government in the development of the cartel, particulsrly in reference to the intimate
relstionship which the Government of Canada had with Guif Minerals of Canada during the

initial stages of the US Senate Subcommittee iINQuiry iNto the uranium cartel.’’ Again, this
becomes a procedurai analysis rather than an examination of the grester question
However, if a Marxist perspective is adopted #t this detailed level, it is a natural extension
to use a similsr perspective on the more general question The pursuit of

non-proliferation at the expense of economic returns might be considered altruistic, a

concept which is not easy to explain in any context, but especially in international affairs.

€

However, if the non-proliferation of nuclesr weapons is considered to be crucial to the
maintenance of an international system which favours the interests and activities of
capitai, then the actions of the Government of Canada would be cq‘;\s;stgnt with a
swuctural Marxist perspective. '

As with other spplications of the statist pﬁ@qéti\?é,—m the structural Marxist
spproach offers a parailel explanation which is difficult to counter. It is in this case,
rowsver, s1so difficutt to apply in detsil. and must Qigid to the conceptusi simplicity of

- ——— - ————— ———————

') see Infra, Chapter V ,

344 Stephen Krasner, Defending the National I nterest: Raw Material | nterests and U.S.
Foreign Policy, Princeton: Princeton University Press. 1978) pp. 332-333 and, "A
Statist interpretation of American Oil Policy Toward the Middle East". Po/itical Science
Querter/y, 94:1 (Spring, 1979) pp. 95 :
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the statist approach The Government of Canada, because of its high degree of control
over the uranium industry, acted autonomously in setting ursnium sxéart policy sccording
to its own set of goals The motivations betwnd Canada's ﬁlﬁit;lpitiéﬁ‘iﬁ the cartel were
iess lofty than those ascribed .ta % by a Marxist analysis. The initial purpose of the cartel
was to stabilise the internstional uranium market In achieving this end, it was a dismal
failure; an error in judgement by the central decision makers and a demonstration of the
full autonomy which is be¥towed upon the state by Krasner s statist pergpective.

" Nonetheless, Canada's efforts in establishing an effective non-proliferation
regime have been carried out with the ‘bast of intentions’. The Governmaent of Canada,

sinca 1t c:uwdnng nvolvemeant in the development of nuclear energy. has demonstrated a
commitment to the nﬁn—prghffm of nuclesr weapons by puc;kg its i:m
adequate safeguards. The terms of that trade have not always been satisfactory,
concevably because of the act of trade itself Nuc:lér commerce need not necassarily
be in conflict with international security. Conditions for the axport of ursniuh can be
designed to recogrise the legitimate interests and concerns of dll parties, to remain
non—-invasive of domestic Sévraiaﬁt'y but still to provide adequate assurance of the
peaaceful use of such materials. However, once established, these conditions should thin
be non—negotiable. To negotiste safeguards in terms of economic considerations imparts

a2 great deal of suspicion to the nuclear marketplace and thereby underminas the

ef factiveness of any international regulatory regime. ®
The NPT/IAEA 15 currently the prevalling non-proliferation regma. The machanism

of its control is by no maans perfect, having created or sustained confiicts and

'neag:litigs thmugham the international community and tﬁus g#ining less thar'; universal

nuclear device sre forced 1o make an unambiguous decision to dq so The economic and
political costs of such a decision have been made very high. and to even weigh those
cam\vs n h&ma;ﬁe the mternatiorsl community of those mtentions. it is difficuft to -
expect that any Héﬂiﬁrﬂhfﬁ!’hﬁm ragnm-a could sffectively stop any nation intent on

acquiring a nuclear Jevice from doing so eventually. Aithough the NPT/IAEA regime may

not be wholly- suscessful, it has so far mantaned a level of nuciear security sufficient to
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discourage all but the most determined That, of course, is not 1o say that there is not

considerable scope for improvement F :
The berlefits of Canada's efforts toward [establishing an effective

non-proliferation regime are not restricted to the control of nuciear technology alone.
There is an increasing number of technologies which have the capacity to destroy or
critically damage our human axistence, or to transform our society faster than we can

" adapt Nuclesr energy was ohly the first internstional participation is essentisl for the

surround genetic engineering, artificial intelligence, pathogenic pesticides and herbicides,
industriasl use :ﬂ; space. disposal of toxic chemical wastes, undersea resource
explaitsiiaﬁ and of coursa, poliution of the environment Canada's efforts in the field of
nuclear non-proliferation have not successfully produced a fully effective international
regulatory regime However, there now exists a blueprint. an institutional pr‘:::;catypg for
the control over the growing array of technologies which have \thg capacity to bring both
prosperity and catastrophe i

Canada might have endured some economic sacrifices in the pursuit of its goals
These sacrifices however, are inherent in the responsibilities of a nation which has led
the world in the development of such a major technological advancement. To evade this
responsibility is to lose the opportunity to set the course of its progress. But through the
formulation and implementation of effective and respcmsibie policies, Canada might assist
the world in taking early action reghrding this and other potentislly hazardous
technologias, thus avoiuding the repetition of some appasilingly painful spprenticeships. 7
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