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[Translation]

CANADA POST CORPORATION ACT

Mr. Paul Créte (Kamouraska—Riviére-du-Loup, BQ)
moved for leave to introduce Bill C-326, an act to amend the
Canada Post Corporation Act (membership of board of manage-
ment).

He said: Mr. Speaker, the purpose of this bill is simply to
ensure that, in the future, Canada Post Corporation will consider
regional development in fulfilling its mandate. We realized that
this corporation was very focused on production and did not
necessarily take into account the devel opment of each part of the
country.

Changing the membership of the board of management would
ensure representation from every province and territory in
Canada. This would also prevent the concentration that may
occur when the people sitting on Canada Post's board of
management look after their own interests instead of those of
people from the various provinces. That is the purpose of this
bill.

(Motions deemed adopted, bill read the first time and
printed.)

[English]
COMMITTEESOF THE HOUSE
INDUSTRY

Mr. Werner Schmidt (Okanagan Centre, Ref.): Mr. Speak-
er, | move that the second report of the Standing Committee on
Industry presented to the House on Tuesday, October 18, 1994
be concurred in.

It is with considerable pleasure that | rise to debate this
motion. The committee had a very successful time in debating

various parts of the accessto capital for small business. Many of
the things we talked about had to do with the lending institu-
tions, in particular the chartered banks, trust companies, credit
unions and groups of that sort.

The committee came up with 22 distinct recommendations.
Thisiswhat we are talking about. The recommendations that the
committee came forth with are the ones that ought to be
concurred in. It is a pleasure for me to say that the banks have
already moved in some of those directions.

(1010)

Take for example recommendation No. 3. The committee
recommends that the joint Industry Canada committee in con-
sultation with the Canadian Bankers Association draft a code of
conduct. It would explain to customers in plain language the
information a loan applicant must disclose. There would be a
clear explanation of reasons for refusing aloan, a commitment
to guide customers to alternative sources of financing, and a
commitment to provide an internal complaints handling mecha-
nism.

The Canadian Bankers A ssoci ation met with the committeein
the earlier part of thisyear. It indicated clearly to us that it had
established that kind of code of conduct. At first the association
said it would be very difficult if not impossible to bring about
some kind of standard of behaviour as far as treating the
customers and the banks were concerned.

A lot of information is available now. It has been exchanged
among the various branches of the banks. In addition to that,
what is called an ADR which is a dispute resolution mechanism
has been brought into being. It is an alternate dispute resolution
mechanism that has been brought into being.

The committee al so suggested that perhaps thiswas not good
enough. It thought that probably there ought to be an indepen-
dent ombudsman established. Recommendation No. 5 reads as
follows:

The committee recommends that the government establish an independent
office of the bank ombudsman to investigate complaints of breach of duty or
maladministration by the banks. As in the United Kingdom, the ombudsman

should have the power to require banks to pay compensation to complainants
for financial loss, inconvenience and stress.

The experience of the banks in Britain where thisindependent
ombudsman has been operating for a number of years has been
very salutary. It has helped small business people. It has helped
various other people in the business world to deal with their
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banks more successfully. It has also madethe banks alittle more
humane in the way they deal with their customers.

When we brought this to the attention of the Canadian
Bankers Association, it thought that perhaps there should not be
an independent ombudsman who is outside the banking commu-
nity but rather it should appoint its own ombudsman.

The Toronto—Dominion Bank has one of those people who
was the leader in the Canadian chartered banking industry to do
just that. It is apparently working very well.

It is interesting to note that the Canadian Imperial Bank of
Commerce now has this kind of person on a full salary at the
senior vice—president level. This person deals with complaints
that various business people have with regard to their loans or
other operations with regard to the bank.

There are other recommendations from the committee aswell.
We need to recognize that the committee proposes to continue
monitoring small business access to capital by calling one or
more banks as witnesses every quarter to review their perfor-
mance in lending to small businesses. That process has begun.

The banks have indicated that indeed their performance with
regard to lending money to small businesses has improved. At
least they are prepared to tell the committee what exactly their
operation is with regard to these activities.

We go beyond that. We have asked the superintendent of
financial institutions together with Statistics Canada and the
Bank of Canada to develop a new format for the collection,
compilation and publication of statistics on bank lending to
small business. These statistics should be based not only on the
size and type of loan but aso on the nature of the borrower,
including gender, employment, sal es, major sector of operations
and municipality. These statistics should be reported quarterly.

It was very interesting to watch the reaction of the banks to
this recommendation. They first said: ** That is impossible. We
cannot give you those kinds of numbers. We do not have those
kinds of numbers. It would be ahorrendous expenditure in order
to give you these kinds of numbers. It cannot be done” .

(1015)

It is a great pleasure for me to report that in the quarterly
review at the end of April the banks not only said they have the
information, they are prepared to give it to the office of the
superintendent of financial institutions and to the committee.
That is a great move forward. It shows the kind of concurrence
that we see in the industry which the committee had in mind in
the first place.

It isnot so much what the government does, it iswhat industry
does which makes business run better. In the final analysis
business makes this country run. Government provides the
opportunity, the environment and the parameters within which
business can operate more easily, morefluidly, moreefficiently,
more effectively and more successfully.

We need to recognize it is not government that creates
employment, it isnot government that makes the economy grow,
it is business that makes the economy grow. In particular, it is
small business that makes the economy grow. In the last five
years 85 per cent of new jobs created in Canadawere created by
small business. Let us recognize the significance that small
business has in the Canadian economy.

The committee goes on to suggest leasing should be encour-
aged. It urges the government to ensure that tax measures and
other programs do not discriminate against this method of
financing. There are situationsin which the government through
its income tax policy has discouraged this form of financing
small business.

Often small businesses do not have the capital resources to
expend huge amounts of money for the financing of capital
expenditures. Very often, if they can lease the equipment, it is
far more salutary and allows them to get on with their business.
The money would be available for the operation, rather than
having it tied up in capital expenditures or equity.

The committee goes on to recommend that the federal govern-
ment establish alimited working capital guarantee for small and
medium sized business exporters. Such a program should be
self—financing and priced in amanner that is commensuratewith
the risk. Too often it seems to have been the philosophy or the
modus operandi of governments that in order to help business
they should give them something.

The committee does not agree that iswhat should happen. The
government should create the environment which we talked
about amoment ago and allow them to finance their businesses.
If businesses need seed capital, that should be returned at arate
of interest which is commensurate with the risk involved in that
particular situation.

We also need to recognize that the reference is to exporters,
particularly small business exporters. Today most exports are by
avery small number of businesses. | believe that approximately
100 businesses control 85 per cent of the export market. In other
words, small business has not had as |arge aportion of the export
market as it should have. If it did it would help the Canadian
economy to grow. It would increase the global participation and
competition of Canadian business in the world marketplace.
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The report goes on to suggest that the government review the
Small Businesses Loans Act. To the credit of the government,
that is exactly what it has done. It ought to be commended for
that. It has begun to concur with the recommendations of the
report. If | remember correctly, the Small Businesses Loans Act
ceiling was moved from $3 billion to $12 billion. The only
difficulty is that in the past the government has had to write
off about $100 million in bad loans. Does that mean that with
aceiling of $12 billion the bad loanswill increase to four times
that amount?

(1020)

There have been, from the small business associations and
also from the bankers, some concern that some of the provisions
of the new small loans act amendments create an additional
charge which may discourage some of the small businessesfrom
taking advantage of the provisions of the small loans act asit has
been amended.

Therefore we need to be very careful that when one moves to
concur in these kinds of recommendations that one not movein
such away that the operation of implementing that recommen-
dation mitigates against the purpose, intent and spirit of that
recommendation.

The committee recommends further that the mandate of the
Federal Business Development Bank be confirmed and refo-
cused as a complementary lender to small and medium sized
businesses and that it be authorized to use new financial
instruments to fulfil its mandate.

I am sure members of the House noticed that yesterday the
Minister of Industry introduced Bill C-91. The effect of that bill
is to do precisely what this recommendation suggests be done.
That makes acommitteefeel itswork isvery significant and has
not been ignored. The government has recognized the hard work
of the committee.

We need to recognize in detail exactly how the business
devel opment bank, under the new name of the business devel op-
ment bank of Canada, will operate. Will the operations of that
bank become an extension of the Canadian federal treasury or, as
the minister implied yesterday, will the capital used for loans
come from private sources of one kind or another.

The new sources of capital that the Business Development
Bank of Canada needs to ook at is that money that exists in the
private sector today and money that can be patient, particularly
for new, innovative ventures. It should also include the high tech
areas where the science and technology involved in those
businesses is very far reaching, very expensive and does not
create an immediate return. It requires a lot of seed capital for
the intellectual background, the experimentation, the building
of prototypes and things of that sort before it actually goesinto
active and profitable production.

Routine Proceedings

The Federal Business Development Bank, or under the new
name of the business development bank of Canada, could form
and fill a particular niche in our economy.

The difficulty we need to guard against is it not becoming
another crown corporation that is a drain on the taxpayer. It
should be a self—sufficient, self-financing organization. To
date, the operation of the Federal Business Development Bank
has been a profitable venture and that needs to be continued in
the future. | hope that the kinds of things that Bill C-91
envisages will indeed take place in that regard.

However, we are not done yet. This committee did a lot of
very hard work. It dealt not only with the chartered bankswhich
it said are doing areasonably good job. It could do alot better in
some places but is that not true of all of us? We can all improve.
We would like to get the banks to take their responsibilities and
carry out their mandates a little bit better.

I now want to move outside the banks and into the trust and
loan companies. The committee recommends that the trust and
loan companies act be amended to remove the arbitrary capital
requirements for the establishment of a trust company and the
acquisition of full commercial lending powers. The superinten-
dent of financial institutions should instead establish guidelines
setting out conditions for the establishment of new federally
chartered trust companies and for the acquisition of full com-
mercial lending powers. Institutions meeting these guidelines
would be able to operate in Canada and make commercial loans
using the prudent portfolio approach.

(1025)

It is precisely on the last phrase ‘“ using the prudent portfolio
approach” that | wish to spend a few moments. In the last
number of years we have seen the collapse of some very major
financial institutions, one of which was Confederation Life, that
probably everyone in the House remembers only too well.

| remember the appearance before the committee of the
superintendent of financial institutions and the questions the
committee members asked this individual. How was it possible
that a major financial institution like this could collapse in
Canada? It is very serious when such an institution collapses.

The superintendent of financial institutions has come under
the scrutiny of the auditor general. On Friday of this week he
was reported as saying in the Financial Post: ““The auditor
general and Ottawa’s financial institutions watchdog are at
odds”’. We have the auditor general on the one hand and the
superintendent of financial institutions on the other at odds over
when federal regulators should intervene to deal with troubled
Canadian trust and insurance companies.

The superintendent of financial institutions has been given
the responsibility by Parliament on behalf of the people of
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Canada to assure the financial soundness of banking institu-
tions, insurance companies, credit unions and various other
financial institutions.

The auditor general has been given the responsibility to
investigate how successfully the office of the superintendent is
doing its job. The superintendent specifically says: ‘| and the
auditor general do not agreewhat my jobis””. Who isgoing to do
the job, the auditor general or the superintendent of financial
institutions?

The article goes on to explain what some of the issues might
be. For example, the auditor general portrayed OSFI as some-
times being too slow to intervene with financial companiesin
trouble. The superintendent of financial institutions, John Palm-
er, who assumed the post last September, disputed the regulatory
approach and said: ‘‘Your officials appear to favour a more
mechanical system in which specific regulatory intervention
would be required when specific numerical thresholds are
violated. In our view it is essential to preserve the role of
judgment in determining how and when to intervene’.

If the Superintendent of Financial Institutions is to exercise
judgment without looking at the numbers, there is no question
that can put us into a lot of potential difficulty. Thisis a good
example of where an individual needs a very hard head to
understand the numbers and to make sure that the balance
statements, the equity position and the financial situation of
financial institutions are sound.

However, he needs to show a compassion that recognizes
when situations have devel oped, when conditions have changed.
He needs to be somewhat kind and give them some time to
balancethe sheet again if thereis anindication achange can take
place and the institution can become financially solvent if he
had alittle patience. It should never be done without avery hard
headed look at the dollars and cents and to make sure the
institution is sound and that management is capable of turning
the institution around.

In the last little while we have seen financial institutions
which were on the brink of bankruptcy long before anythingwas
done to call them to account.

(1030)

It isto the credit of some of the other people who are coming
back now and saying that the confederation life policy holders
are to get back 70 cents on the dollar and that perhaps in some
cases they will get back substantially more. It is absolutely
tremendous that this can happen in Canada. The critical situa-
tion is that this should never have been be all owed to happen in

thefirst place. That iswhy we need to concur in the recommen-
dations this committee has brought forward.

Mr. Randy White (Fraser Valley West, Ref.): Mr. Speaker, |
would like to ask my colleague for a point of clarification
regarding his reference to FBDB.

Many times in the House we hear discussions with regard to
regional development grants from the Atlantic Canada Opportu-
nities Agency, FORD—Quebec, and western economic diversifi-
cation. What is his feeling about the role of these regional
economic development agencies and that of FBDB? Could they
be rolled into one or is there a role for each in this country?

Mr. Schmidt: The whole concept behind regional develop-
ment has evolved to some degree. We need to recognize that the
implementation of the regional economic devel opment agencies
has subsidized businesses that could not makeit on their own. It
has created artificial competition between businesses that were
in existence and new ones created across the street so that
neither of them could succeed profitably. It has given industries
an artificial cushion, because it has not required that the money
that was given to them be paid back.

If we are to have regional development it should be donein a
fair and open marketplace with competition. It ought to be done
in manner such that all businesses know what is going on and
they are all on alevel playing field and competing fairly with
one another and whatever money is given ought to be paid back
with a reasonable rate of return.

These are precisely the kinds of things the Federal Business
Devel opment Bank was supposed to be doing in the past when it
was the lender of last resort. If that kind of thing continues, if
regional development agencies develop a flat playing field,
create competition, and require the money to be paid back, then
thereisno reason they could not berolled into one. The bankers'
criteria of lending money could be applied and the whole
businesswould run alot better than it does at the present time. |
suppose the end result of that statement is they could be rolled
into one, but under certain conditions.

Mr. Elwin Hermanson (Kindersley—LIloydminster, Ref.):
Mr. Speaker, | thank the member for Okanagan Centre for his
concern about small business and for bringing this to the
attention of the House, despite the fact that we thought the
government would be bringing forward debate on Bill C-88, a
bill that would deal with internal trade barriers and hopefully
remove some of those.

| wonder if the member would expound on whether the report
deals with the harm caused to small business because of the
trade barriers we have in Canadabetween provinces. It hasbeen

12646



May 16, 1995

COMMONS DEBATES

determined that these trade barriers cost our country $6 billion
to $8 billion every year, and | suspect the brunt of that cost is
borne by small business.

| would like the hon. member to relate to the House what the
harm of these trade barriersisto small business and whether the
report does make any recommendations, and also whether Bill
C-88 does go far enough in bringing an end to these trade
barriers, which are so harmful to Canadians.

(1035)

Mr. Schmidt: Mr. Speaker, the hon. member certainly knows
how to ask complicated questions, but they are very significant
questions.

The important thing is that one of the greatest hindrances to
small businesses developing is the existence of trade barriers
across Canada. They are a multitude in number. | believe at the
last count there were somewhere between 500 and 750 of these
trade barriers.

Estimates vary as to how much they actually cost. In some
cases people argue that it is about $5 billion a year to the
Canadian economy, in other cases they will say that it is $7
billion, depending on which set of figures is used. That means
the average family in Canada spends $1,000 or $3,500 per year
more than it would pay for the same goods and services if the
trade barriers did not exist.

One of the embarrassing things for us as Canadians and
parliamentarians is that it is often easier to trade with other
countries, in particular our neighbour to the south, than it is to
trade across Canada. How do we bring these kinds of things
together? It seems so stupid to tell someoneit iseasier to trade,
for example, between Vancouver and Spokane. It is wide open.
There is an organization called Cascadia, which promotes this
kind of economic development. It is so easy to do, because the
trade barriers between Canada and the United States have
virtually been eliminated. And now with NAFTA that goes all
over the place.

There was a principle announced in the red book that states
that Canada should be unified. By not dealing with the internal
trade barriers we are in fact disunifying Canada and creating a
situation where trade is now north and south but not east and
west.

That is one of the great barriers for small business. We would
liketo bestrong at homefirst beforewe go abroad, but that isnot
an opportunity today. We have to become strong internationally
and then we can perhaps afford to go over these trade barriers
within Canada. It is areverse, backwards kind of thing. It hurts
our feelings of patriotism. It frustrates our feelings of economic
unity aswell aspolitical unity. It isthose kinds of things that we
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have to tear down so that we can help each other and feel
important as Canadians—as important in Nova Scotia as we are
in British Columbia, aswe are in Ontario, aswe are in Quebec,
aswe are in Manitoba, Saskatchewan, Alberta, and so on across
Canada.

The hon. member asked a very good question with regard to
those things. Doesthe federal trade agreement that is now before
the House and is supposed to be implemented through Bill C—-88
do that? It does not.

Wewill hear from various members on this side of the House
who will say clearly where this trade agreement falls short. It
does not deal with the very basic issues.

Theideaisavery good one. Let us recognize thisright off the
top. Recognizing that internal trade barriers in Canada are a
significant problem is very important. All our premiers have
now recognized that is a problem. The issue, however, is that
although they have recognized there is a problem they have not
solved the problem. When we get to the dispute resolution
mechanism, what do we get? We get the opportunity that if they
cannot resolve the conflict then they can retaliate. That is
exactly where we are today. What have we achieved?

The agreement has to have some teeth in it. | submit that it
does not have those teeth.

In answer to my hon. colleague’s question of whether the
trade agreement does those things, it moves in the right direc-
tion but it does not go anywhere near far enough. Does it help
build the unity of Canada? No, it does not. Does it hurt small
business? Yes, it does. It is an embarrassment to many of us
because we can trade more easily north and south than we can
east and west.

[Tranglation]

Mr. Peter Milliken (Parliamentary Secretary to L eader of
the Government in the House of Commons, Lib.): Mr. Speak-
er, | amvery sorry that the Reform Party has decided to waste the
time of thisHouse with adebate on amotion for concurrenceina
committee report.

It is areal waste of time, since a bill to continue the Federal
Business Devel opment Bank under the name of Business Devel-
opment Bank of Canadaisalready listed in the Order Paper. We
may pass this bill this afternoon without wasting the time of the
House, as was the case this morning.

(1040)
[English]
| am sorry the Reform Party feels it has to take up time

debating areport that wastabled in thisHouse last October when
therearebillswaiting to be passed that could deal with theissue.
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To avoid any further waste of the House's time and cost to
the Canadian taxpayers, | move:
That the House do now proceed to Orders of the Day.

The Acting Speaker (Mr. Kilger): Is it the pleasure of the
House to adopt the motion?

Some hon. members: Agreed.
Some hon. members: No.

TheActing Speaker (Mr. Kilger): All those in favour of the
motion will please say yea.

Some hon. members: Yea.

The Acting Speaker (Mr. Kilger): All those opposed will
please say nay.

Some hon. members: Nay.

The Acting Speaker (Mr. Kilger): In my opinion the yeas
have it.

Call in the members.

(The House divided on the motion, which was agreed to on the
following division:)

(Division No. 222)

YEAS

Members
Adams Anawak
Anderson Arseneaullt
Assad Assadourian
Assdlin Augustine
Axworthy (Winnipeg South Centre) Bachand
Bakopanos Beaumier
Bellehumeur Bellemare
Bergeron Bernier (Mégantic—Compton—Stanstead)
Bethel Bevilacqua
Bodnar Boudria
Brown (Oakville—Milton) Brushett
Bryden Bélair
Bélanger Bélise
Caccia Calder
Campbell Canuel
Caron Catterall
Chamberlain Chan
Chrétien (Frontenac) Chrétien (Saint-Maurice)
Cohen Collenette
Collins Cowling
Crawford Créte
Culbert Debien
Deshaies DeVillers
Dingwall Discepola
Dromisky Duceppe
Duhamel Dumas
Dupuy Easter
Eggleton English
Fillion Finestone
Finlay Flis
Fontana Gagliano
Gagnon (Bonaventure—iles-de-la-Madeleine) Gagnon (Québec)
Gauthier (Roberval) Gerrard
Godfrey Goodale
Gray (Windsor West) Grose
Guarnieri Guay
Guimond Harb
Harvard Hickey
Hopkins Hubbard
lanno Iftody
Irwin Jackson
Jordan Keyes
Kirkby Knutson
Kraft Sloan Laonde
Landry Lastewka
Laurin Lavigne (Verdun—Saint—Paul)
Lebel Leblanc (Longueuil)
Lee Lefebvre

Leroux (Richmond—Wolfe)
Loney

MacL aren

Maloney

Marchand

Marleau

Massé

McKinnon

McTeague

Mercier

Mitchell

Ménard

O'Reilly

Pagtakhan

Patry

Peric

Phinney

Pickard (Essex—Kent)
Plamondon

Reed

Richardson
Ringuette-Maltais
Robillard

Scott (Fredericton—York—Sunbury)
Shepherd

Skoke

Stewart (Northumberland)
Telegdi

Thalheimer

Torsney

Ur

Vanclief

Verran

Wood

Zed—165

Abbott

Althouse

Breitkreuz (Yorkton—Melville)
Cummins

Epp

Frazer

Hanrahan

Hayes

Hill (Macleod)

Hoeppner

Johnston

McClelland (Edmonton Southwest)
Morrison

Ringma

Silye

Solomon

Strahl

Williams—35

Lincoln

MacAulay

Malhi

Manley

Marchi

Martin (LaSalle—Emard)
McCormick
McLellan (Edmonton Northwest)
McWhinney
Milliken

Murray

Nault

Ouellet

Paradis

Payne

Peters

Picard (Drummond)
Pillitteri

Proud

Regan

Rideout

Robichaud
Rompkey

Serré

Sheridan

Speller

Szabo

Terrana

Tobin

Tremblay (Rimouski—Témiscouata)
Valeri

Venne

Whelan

Young

NAY S

Members

Ablonczy

Benoit

Bridgman

de Jong

Forseth

Gilmour

Harper (Simcoe Centre)
Hermanson

Hill (Prince George—Peace River)
Jennings

Mayfield

Meredith

Riis

Schmidt

Solberg

Stinson

White (Fraser Valley West)

PAIRED MEMBERS

Alcock
Bertrand
Bonin
Copps
Daviault
Jacob
Mifflin
Nunez
Pomerleau
St—Laurent
Volpe
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Bernier (Gaspé)
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Gaffney

Lavigne (Beauharnois—Salaberry)
Murphy

Paré

Rocheleau

Tremblay (Rosemont)
Wells
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(1120)
[Translation]

The Acting Speaker (Mr. Kilger): | declare the motion
carried.

(Motion agreed to.)
[English]

Mr. Comuzzi: Mr. Speaker, on apoint of order, | apologizeto
the Chair for being late but had | been here | would have voted
with the government.

GOVERNMENT ORDERS

[English]

CHEMICAL WEAPONSCONVENTION
IMPLEMENTATION ACT

Hon. Fernand Robichaud (for Minister of Foreign Af-
fairs), Lib.) moved that Bill C-87, an act to implement the
convention on the prohibition of the development, production,
stockpiling and use of chemical weapons and on their destruc-
tion, be read the second time and referred to a committee.

Mr. Jesse Flis (Parliamentary Secretary to Minister of
Foreign Affairs, Lib.): Mr. Speaker, on behalf of the Minister
of Foreign Affairs | am pleased to initiate the debate on Bill
C-87, an act to implement the convention on the prohibition of
the development, production, stockpiling and use of chemical
weapons and on their destruction.

This draft legislation represents the achievement of what has
been for successive Canadian governments one of our most
important prioritiesin the arms control and disarmament field, a
multilateral agreement on a global and comprehensive ban on
chemical weapons.

Such an agreement is of special importance for Canadians. It
was almost 80 years ago that Canadian sol diers were among the
victims of the first gas attack in Ypres Salient in April 1915.
Thereare still alive today Canadians who remember with horror
the effect of such weapons on their friends and comrades, their
husbands, brothers and fathers.

Having let this horrendous genie out of the bottle, the interna-
tional community has ever since sought ways to control and
suppress it. The Geneva protocol of 1925 was the first such
attempt but its scopewas effectively limited to aban on the first
use of chemical weapons and many states, Canada included, felt
obliged to develop and stockpile such weapons against the
possibility that they might be necessary to retaliate against
future attacks with chemical weapons.

Government Orders

(1125)

The hon. member for Hamilton—Wentworth, who will be
speaking after me, has done alot of research in that area. Hon.
members may wish to consult with him for more information.

While our troops in subsequent wars were spared the horrors
of further chemical attacks, neither the Geneva protocol nor
mounting international condemnation of these weapons pre-
vented other states from using them in other wars, most recently
in the Iran—Iraq war. Even more monstrous, some have gone so
far as to use chemical weapons against defenceless civilians.
Who can ever forget the shocking pictures of the Iranian and
Kurdish victims of Iragi chemical weapons or the terror in-
flicted on Israeli citizens by Saddam Hussein’s threats during
the gulf war to rain chemical weapons down on Israel.

Spurred on by such barbarities, negotiators at the conference
on disarmament in Geneva redoubl ed their efforts to conclude a
multilateral agreement on chemical weapons which would for-
ever remove this scourge. Canadais proud to have made a major
contribution to these efforts, from the days in 1983 when a
Canadian, Ambassador Donald McPhail, chaired the committee
that developed the first outline of such atreaty to the successful
conclusion of negotiations in 1992 when Canadawasin the first
rank of those pressing most strongly for a truly effective ban.

The chemical weapons convention resulting from these ne-
gotiations which opened for signature in January 1993 repre-
sents a major multilateral success. For the first time a whole
category of what are known as weapons of massdestruction isto
be eliminated. All stock piles of chemical weapons are to be
destroyed under international supervision, alongwith thefacili-
ties which produced them. A verification regime which is
global, comprehensive and effective is to be set up to ensure
such weapons will never be developed again.

The convention is unique in a number of respects. Not only
does it oblige states parties to destroy all existing stocks of
chemical weapons and the facilities which produced them
within a set time frame and under close international supervi-
sion, it also establishes a system of verification and inspection
whichisby far the most rigorous ever developed in amultilater-
al agreement.

Moreover, it does not just ban any future development of
chemical weapons but seeks to safeguard against clandestine
chemical weapon production through international monitoring
and inspection of all facilities which might be used for such
activity. Again uniquely, it extends this regime into the global
civilian chemical industry. The basis of thisverification regime
of civilian industry is set out in three schedules or lists of toxic
chemicals which either have been used as chemical weapons or
are chemical weapon precursors.
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Facilities working with such chemicals will annually report
on their activities to their governments and through them to the
international monitoring and inspection organization being set
up in The Hague, the organization for the prohibition of chemi-
cal weapons, or OPCW. If their activities exceed certain thresh-
oldsthey will beliable to inspection by international inspectors.

The convention’s overview of industry extends even further
because certain facilities which produce what are called un-
scheduled discrete organic chemicals, particularly those which
contain phosphorus, sulphur or fluorine, can be adapted to
produce chemical weapons.

The convention al so requires these facilities to report on their
production activities and provides for the future devel opment of
a system of random inspections of such facilities. Thus the
scope of the convention extends beyond chemical and pharma-
ceutical industries and covers facilities producing pesticides,
fertilizers, paints and coatings, textiles and lubricants.

Given the confidential nature of some of the information
being reported by industry, the convention has its own provi-
sions for protecting such information and requires states parties
to abide by those provisions. The convention al so requires states
parties to institute restrictions on the export and import of
schedule chemicals with states not party to the convention.

(1130)

Perhaps the most novel element of the convention is the
provision allowing for states parties to have theright to demand
short notice or no right of refusal inspections called challenge
inspections of any place, whether government or civilian, where
they believe activities are being carried out incompatible with
the obligations and goals of the convention.

In another departure from general practice the convention
obligates states parties to pass penal legislation that not only
encompasses activities on their own territory but also prohibits
their citizensfrom undertaking forbidden activities outside their
territory.

The convention hasits own sanctions regime, athough it also
recognizes the pre-eminent authority of the United Nations
security council regarding mandatory sanctions in the case of
serious violations of the convention.

In view of the breadth and complexity of the convention, the
Canadian government, like many other signatories, has given
very close consideration to how its obligations shall be imple-
mented in Canada.

Fortunately whereas the convention is 160—odd pages long,
the draft legislation resulting from that consideration now
before us is barely more than one-tenth that length and yet
encompasses all the obligations that arise out of the convention
relevant for Canada.

As Canada does not possess chemical weapons or chemical
weapon production facilities, the related provisions of the
convention do not pertain to Canada. Instead, the main impact
on Canada arises from those provisions concerned with industry
activities. The act’s central provision is to ban completely
anyone’s activity relating to anything with chemical weaponsin
exactly the same terms as are used in the convention.

Also, as provided in the convention, these provisions ban the
use of riot control agents as a method of warfare. Operationally
speaking, as required by the convention, the draft legislation
authorizes the Minister of Foreign Affairsto designate officials
to act as Canada's national authority which will serve as the
national focal point for liaison with the organization for the
prohibition of chemical weapons, OPCW, and other states
parties, collect the required information for the affected indus-
tries and transmit it to the OPCW and facilitate international
inspections of Canadian facilities.

The draft legislation then spells out clearly the conditions
under which therequired information will be obtained; the right
of the international inspection teams to conduct inspections in
Canadain accordancewith the provisions of the convention, and
the roles and responsibilities of the national authority in facili-
tating such inspections. Because of the need to protect confiden-
tial information, it contains appropriate provisions to do so. It
extends existing controls on chemicals by specifying all the
chemicals on the convention’s three schedules will be subject to
the authority of the Export and Import Permits Act.

It institutes penal provisions and applies those to both activi-
ties on Canadian territory and activities by Canadian citizens
outside of Canada. It further makes clear the enforcement of the
proposed act will be conducted under the Criminal Code.

It provides for appropriate regulations to be prepared con-
cerning inter alia the collection of the required data and the
procedures under which the national authority will carry out its
assigned responsibilities.

In considering this draft legislation, the government’s first
concern has been to ensure all of its obligations under the
convention have been fully met. At the same time, however, the
government has also paid very close attention to the conven-
tion’simpact on the aff ected Canadian industries and has sought
to achieve maximum eff ectivenesswith the minimum amount of
interference in the legitimate activities of those industries.

(1135)

Fortunately in this regard the government has benefited from
several years of close consultations with the most affected
industries both during the course of the negotiation of the
convention and in the preparations for the convention’'s imple-
mentation in Canada.

12650



May 16, 1995

COMMONS DEBATES

Throughout, the response from industry has always been
positive and constructive. It was the Canadian Chemical Pro-
ducers' Association which produced one of the first papers
submitted to the conference on disarmament concerning the
issue of confidentiality.

In 1990, thanks to the co—operation of the Canadian Pharma-
ceutical Manufacturers' Association and Merck Frosst, govern-
ment officials were able to conduct a trial inspection of the
Merck Frosst facility near Montreal to test the verification
provisions of the convention. Both associations provided repre-
sentatives to participate in annual industry consultations with
negotiators in Geneva.

In our preparations to implement the convention in Canada,
we have continued to consult closely with industry on theimpact
of the convention by distributing information brochures, brief-
ing industry associations and contributing articles for industry
publications, conveying information seminars and sending
questionnaires and information material to some 2,100 compa-
nies across Canada to help determine which companies will be
affected by the convention.

Almost without exception the response from industry has
continued to be very constructive and encouraging. We confi-
dently expect that as we proceed with this draft legislation and
its associated regulations, this high level of co—operation with
industry will continue.

The government believes the draft legislation before usisnot
only appropriate and necessary but represents the most balanced
and cost effective means of implementing the convention ob-
ligations in Canada.

We all recoiled with horror some two months ago when in an
unprecedented act of senseless barbarity, madmen unleashed
chemical weapons on unsuspecting Tokyo commuters one early
spring morning. We may not be able to prevent individual s from
committing such unspeakable acts, but with the successful
passage of the proposed legislation we can at least hope to
control and deny them access to the materials for such weapons.
This morning | was very pleased to read in the news that the
police in Japan arrested those responsible for the nerve gas
attack on Tokyo's subway.

With all party co—operation, which we will be getting in
consulting with the official opposition and the third party, all
three partieswould like to get this legislation through as quickly
as possible. When we do, hopefully the convention and the
legislation will prevent the production, stockpiling and use of
the kind of substance used on the Tokyo subways.

[Tranglation]

Mr.NicLeblanc (Longueuil, BQ): Mr. Speaker, | am pleased
to rise in this House today on behalf of the Bloc Quebecois to
speak on Bill C-87, an act to implement the convention on the
prohibition of the development, production, stockpiling and use
of chemical weapons and on their destruction.

Government Orders

We appreciate that the convention is the result of along and
complex negotiation process that took nearly 20 years.

For more than 100 years, the international community has
been seeking to outlaw these weapons, or at least their use,
because they are inhumane and of rather limited military value.

We should also rejoice over the fact that the convention isthe
first multilateral disarmament agreement prohibiting an entire
class of mass destruction weapons. Under this convention, it is
illegal not only to produce, but also to acquire, stockpile,
transfer, use or engage in military preparations to use chemical
weapons or assist anyone in any activity prohibited under the
convention.

(1140)

The prohibition appliesnot only to chemical agentsbut also to
their vectors and any equipment intended for use in relation to
chemical weapons.

We are pretty happy with the wording of the convention,
which strikes abalance in amix of areas, such as the protection
of sensitive activities and ready access for inspection teams.

The convention provides for a challenge inspection mecha-
nism while at the same time protecting sensitive and legitimate
activities by putting time limits on the inspections, and by
providing for restricted access and measures to deter abuse.

A balance was also struck between the need to maintain
control over exports to suspect states and the will to liberalize
the chemical products trade. Members of the Australian group,
which includes Canada, and which monitors the proliferation of
chemical weapons and defines the guidelines for controlling
exports to countries deemed to have chemical weapons, pledged
toreview their policy and eliminate controlsin the case of those
states which fully comply with the convention.

Another balance was struck between the requirement to
destroy chemical weapons within prescribed time frames and
the need to take economic implications into account. All those
states which own chemical weapons will have ten years to
destroy both the weapons and the production facilities. Howev-
er, the convention allows for an extension of up to ten years,
under more stringent controls which are tantamount to turning
over the weapons and facilities to the international community.

The destruction of a chemical weapons production facility
costs ten times more than its construction. Consequently, we are
concerned about the financial implications, for some states, of
this requirement. The problem is very real, even though the
convention provides for the temporary conversion of some
production facilities into destruction facilities, where this is
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feasible and cost effective, thus making it possible to declare
such production facilities as having been converted.

Indeed, one of the problems related to the implementation of
the convention will be the destruction of arsenals, which is a
complex and extremely costly operation. The cost of destroying
the American arsenal of these weapons is estimated at $8
billion. Russia, which does not have the funds, has 40,000 to
60,000 tonnes of substances to destroy, which is quite the task
and will undoubtedly take over 10 years and then again, only if
western countries lend a hand.

By the way, we are not entirely satisfied with the verification
system. However, we redlize that they are the fruit of several
years of negotiation and that they strike a balance between the
need to have an efficient means of checking whether countries
are respecting the convention and the legitimate need to main-
tain secrecy in defence and industrial matters which are not
related to the prohibited chemica weapons.

We would have neverthel ess preferred much stricter controls.
The current convention is perhaps the best agreement possible
under the circumstances. Regardless, we must admit that the
Convention does contain the most rigorous controls ever in-
cluded in a multilateral agreement. They permit the organiza-
tion to confirm that substances and chemical weapons factories
have actually been destroyed, to monitor very closely all opera-
tions authorized to produce certain toxic chemical products, to
keep a database on the world chemical industry and, at the
request of the signing states, to make inspections.

(1145)

In addition, the on-site challenge inspection will in fact
permit any signing state to request a universal inspection of a
suspi cious operation in another country by the secretariat of the
organization and a multilateral inspection team.

We have concluded that the text of the convention is to be
criticized for lacking coherence and logic in certain areas. In
some cases, for example facilities used to stockpile or to
manufacture chemical weapons, it goes into the greatest de-
scriptive detail, and in others, for example the clauses prohibit-
ing the development of chemical weapons, it fails to go into
enough detail.

Furthermore, the verification system for declared facilities
seems unnecessarily cumbersome and costly, while the so—
called challenge inspection system has far less clout.

A major drawback is that paradoxically, enforcement mecha
nismswill not be in place when the convention comesinto force.
The director general will still have to be appointed, inspectors
confirmed and the list of inspection equipment approved. In
other words, each state party to the convention will have the

right to request and obtain a challenge inspection, but therewill
be no one to carry it out. Thisis only one of the problems the
preliminary commission will have to consider very carefully.

Surely it would have been more reasonable to wait until the
organization isin aposition to fully exercise its mandate before
the main obligations set forth in the convention comeinto force?

It is also unfortunate that the sanctions provided under the
convention are not more specific. Article X1l authorizes the
organization to ask a state party to the convention that does not
fully comply withit to take corrective action. If theincriminated
country refuses, the organization can then apply a certain
number of sanctions and recommend to states parties a number
of corrective measures in accordance with international law.

However, the convention remains silent on the kind of sanc-
tions that can be applied. Furthermore, in recognition of the
ultimate responsibility of the UN Security Council for interna-
tional peace and security, very serious cases may be referred to
this body for possible further action, in accordance with the UN
Charter.

| would like to take a few moments to consider the conse-
guences for the chemical industry in Quebec and Canada. The
convention would not appear to have a major impact. Since the
second world war, Canada has not produced chemical weapons
and has even destroyed its stockpiles. Under the convention, the
chemical industry in Quebec and Canada will, however, be
subject to regular monitoring. The national authority, an agency
to be designated in each state party to the convention, will
provide the link with the organization.

The signatory states are required to submit statements to the
organi zation concerning specifically the possession of chemical
weapons or the manufacture or export of designated chemicals.
These statements will subsequently be used in on-site inspec-
tions.

As Canada has neither chemical weapons nor facilities for
their manufacture, it would appear that the effect of the conven-
tion will be limited in its case to trade.

(1150)

We believe that Canada should assume some leadership with
respect to this convention. Thereisgood reason to ask, in fact,
what role Canada intends to play in encouraging its partners to
ratify the convention as quickly as possible. Canada should
assume some leadership in this regard.

Until now, nothing has indicated this to be the government’s
intention. If it intends to be consistent, it should announce a
seriesof initiativesin thisregard in the coming weeks. After all,
only 28 countries have ratified the convention up to now, and
there should be 65. Need | mention that neither the United States
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nor Russia has signed yet? Furthermore, other important states
that have yet to sign include Irag, Libya and North Korea.

In the case of Russia, we realize that the costs of complying
with this convention will be significant. However, without
Russia and the United States, the convention will not entirely
fulfill its role, since Russia and the United States have the
biggest stockpiles of chemical weapons. Whatever the case, we
believethat, if we support thishill, Canadawill soon carve out a
prime niche for itself within the various institutions of this new
international organization.

In our opinion, the convention on chemical weapons consti-
tutes a fine opportunity to eliminate the threat of chemical
weapons. The other option would be to continue to take mea-
sures in isolation, an approach that would have neither the
generality nor the global legitimacy of the convention. The
convention gives traditional arms control a universal scope,
with the added possibility of responding vigorously to non-
compliance. It also calls for widespread support to determine
who complies and who does not as well aswhat political action
is appropriate.

We are therefore happy to support this bill, making Canada
one of the first to sign the convention. In our view, thisis far
from an ideal document. The Bloc Quebecois appreciates how-
ever that it is the result of complex and comprehensive negoti-
ations, during which several countries had to make concessions
on issues they considered extremely important because they
could not get the support of other countries.

Canadais probably one of the countrieswhich had to makethe
most concessions in order to come up with this document,
because it was strongly in favour of an efficient, comprehensive
and global inspection scheme that would help build confidence.
The Bloc Quebecois fully agrees with the position taken by
Canadainthepast. Infact, westill consider being able to request
an inspection anywhere, anytime, and seeing this inspection
carried out immediately without restrictions being imposed on
inspectors as the best way of ensuring safety.

While, at present, few countries recognize possessing chemi-
cal weapons, notably the United States, Russia and Irag, we
know that many more have the means to use such weapons. We
were all distressed by the pictures of Iranians and Kurds killed
by Iragi chemical weapons in the Gulf War. We also feared that
chemical weapons could be used against not only troops, but
civilian populations. We hope that the implementation of the
convention will speed up the peace process.

[English]

Mr. Keith Martin (Esquimalt—Juan de Fuca, Ref.): Mr.
Speaker, it is a pleasure and an honour to speak today on Bill
C-87.

Government Orders

It is a very poignant moment to do so, given the fact that a
little more than a week ago we celebrated the 50th anniversary
of Victory in Europe Day all across the world.

(1155)

Today we are moving toward enacting a bill to implement the
convention on the prohibition of the development, production,
stockpiling and use of chemical weapons. The saying goes that
al is fair in love and war, but there are conventions which
dictate to us as human beings a minimum level of behaviour
even in the horrors of war.

This basic level of human behaviour is an obligation of those
who engage in war. The use of chemical weapons contravenes
that in a most heinous fashion. Terrible acts have been com-
mitted on fellow human beings. Chemical weapons are one
example of what has happened.

Chemical weapons are weapons of mass destruction. The
chemical weapons convention was signed by over 130 countries
inJanuary 1993. Itisthefirst multilateral agreement that abhors
an entire class of weapons of mass destruction. The act enables
an organization to look at chemical weapons production facili-
ties to ensure that they will be destroyed and that the chemical
weapons stockpiled by countries will also be destroyed.

All government and industrial facilitieswill be monitored and
the act will be implemented by the countries. It isapowerful act
but it is necessary. It is important to realize that it does not
impinge on industries to engage in legitimate industria produc-
tion of chemicals. It comes down on industries and countries
manufacturing chemical weapons for aggressive and warlike
purposes.

| reassure industry in Canada that the purpose of the act isnot
to come down on it but to form a broad framework to be applied
not only in this country but in other countries for the collective
security of all. | also reassurethe industry that its stockswill not
be destroyed in any way, shape or form.

There are three categories of schedulesin the act. Schedule 1
includes such chemicals we are aware of such as sarin, tabun,
soman, and the mustards that were used with widespread and
tragic effectiveness in World War |. There are some legitimate
uses for these chemicals in pharmaceuticals and in cancer
research. Some of the precursors are used. Therefore onewould
have to obtain permission or alicence in order to use them, and
that applies to all 130 signatories.

Schedule 2 includes such chemicals as amiton, which are key
precursors for schedule 1 chemical weapons. The individuals
and companies that make them will be subjected to scrutiny if
they mak