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Quebec: Encore?
INTRODUCTION

Two antithetic principles can be observed at work in the world today:  disruption and stabilization.  On the one hand, nations are disrupted as their internal cohesion breaks down, such as was to become in the former USSR, now in the former Yugoslavia, in Italy with its economic and political tensions between North and South, in Ireland where Great Britain's dominion over its Irish province of Ulster may not remain tenable; these are but a few illustrations of disrupters of national memberships.  At the same time, the formation of regional blocks acts as a stabilizing force among its members, as is the case for the European Union (EU) and North American Free Trade Agreement (NAFTA).


The Canadian Province of Quebec can be seen as an example of this dichotomy at work.  Strong forces within Quebec threaten to pull that province out of Canada, itself a member of NAFTA, while the same forces are committed to seek membership in NAFTA and alongside with the rest of Canada (ROC) after an eventual secession.  Such a paradox is deeply rooted in the history and in the culture, or more exactly cultures, of this deceptively stable northern neighbor.  

ANCIENT HISTORY?

The rivalry between France and England antecedes vastly the internecine tensions between the Province of Quebec (PQ) and the rest of Canada (ROC); it is indeed much older than Canada itself.  When, in 1066, William the Bastard, Duke of Normandy and a descendant of Viking invaders from Denmark turned settlers, embarked from the beach at Dives for the English shores with a few hundred knights and footsoldiers, and subsequently defeated Harold the Saxon in the field of Hastings, the stage was set for a prolonged conflict, for the descendants of the new king of England believed in their continued rights over parts of France, which were occasionally consolidated by political marriage.  The ensuing conflicts, the most famous of these being the Hundred Year's War of the Middle Ages and such unforgettable events as the burning at Rouen of Joan of Arc who was to become the patron saint of France, left some bad blood between the two nations before the discovery of the New World where, among other places, destiny placed them again face to face.


The French settled there first in Acadia (later known as Nova Scotia) soon followed by the English settlers in Virginia.  Eventually they clashed and the French colonists ended up as pawns when in the early eighteenth century a peace between the not uncommonly warring countries of France and England was negotiated and the Acadians found themselves under British rule.  Their incorporation, which they resisted with obstinacy, ended up in massive deportation.  Quebec, however, was still French, but only for half a century more.  In Europe, France and England were at war again and, in Canada, a showdown took place between them on the Plains of Abraham over the town of Quebec and resulted in a French defeat.  A few years later the Treaty of Paris ended the so-called Seven Year War and formalized the abandonment by France of its Canadian colony.  The history of France and England went on through wars and peaces during which each one had the upper hand at times, and were members of various alliances, including with each other but, through it all, finally conserving their national prides.


In a sense, the history of Canada is much sadder as it remained, at least for many French Canadians, and for lack of a better term, a saga of frustration.  As far as France was concerned, they felt that they had been abandoned.  Was not their land, as Voltaire put it, anything but "a few acres of snow"  ("quelques arpents de neige")?  France went on to secularize, so the French Canadians turned inward for strength which  they basically found in their catholic religion and in their language.

MODERN HISTORY


Integration by the British proved elusive and, by the end of the eighteenth century, they took the fateful measure of dividing their colony into upper Canada (Ontario) and lower Canada (Quebec), thereby setting the foundation of the recognition of the French Fact in Canada.


By the second half of the nineteenth century the British North American Act created the Dominion of Canada comprising Ontario, Quebec, New Brunswick and Nova Scotia (the former Acadia). 


In the twentieth century the economic strength and political influence of Anglo-Americans reawakened the fears and resentment, and prompted the reaction of defense of French entities, particularly culture and language.  Separatism was about to be born.


In the seventies Canada was declared bilingual but Quebec affirmed its francophonie, pure and simple.  In a sense bilingualism may have been too little, too late for the Quebecois:  the ROC must speak both English and French but Quebec wants to speak only French.  One might muse about a Canada based on the Swiss model with each region practicing peacefully its own language; however the example of tensions in a Belgium divided into Flemish-speaking Flanders and French-speaking Wallonia is not encouraging. Perhaps there is already too much bad blood between the two cultures in Canada to cohabit within the same nation.


In the early eighties Quebec was the only Canadian province to stay outside of a new constitution.  Canadian Prime Minister Mulroney strained to bring it in.  In the late eighties the Meech lake Accord gave satisfaction to Quebec Premier Bourassa by not only recognizing Quebec as a distinct society but also giving it "bigger powers over immigration, a say in the appointment of Supreme Court judges,  limits on federal spending authority and a veto for Quebec on future changes of the constitution," extending the powers of the other provinces as well in an effort to gain their approval   Ultimately, "time ran out on the so-called Meech Lake accord only two days before St. Jean-Baptiste Day, the traditional holiday of Quebec,....blocked by a handful of politicians in provinces like Manitoba and Newfoundland."  Meech Lake was dead, perhaps not as much out of hostility to Quebec but as a protest against not being granted the same recognition".  The stage was now set for another development:  Quebec's bid for independence on October 30, 1995.

"

VIVE LE QUEBEC LIBRE"?


Twenty-eight years ago, on a visit to Quebec, French President Charles de Gaulle pronounced these words as a blessing from Mother France to the emerging Quebec separation movement.  International gaffe or clairvoyance?  Earlier this year on a similar visit President Clinton prudently proposed this toast:  "Vive le Canada!" and some wondered why he abstained from pronouncing: "Vive le Canada uni!"  .


Before the October 30, 1995 vote the Quebecois voter's ambiguity offered no clue as to the desirability of one outcome versus the other; L'Actualite magazine came out with its front cover title Noui (No-Yes), reflecting the electorate's awareness of the troubling and potentially negative consequences of its vote in the upcoming referendum for independence.  A Declaration of Sovereignty was already prepared, however; it authorized the Quebec National Assembly to proclaim the sovereignty of Quebec.  It was couched in poetic and emotional terms, of which excerpts follow:

"The time has come to reap the fields of history.  The time has come at last to harvest what has been sown for us by four hundred years of men and women of courage, rooted in the soil and now returned to it."

"...the heart of this land beats in French..."

"We know the winter in our souls."

"Our language celebrates our love, our beliefs and our dreams for this land and for this country.  In order that the profound sense of belonging to a distinct people be now and for all time the very bastion of our identity, we proclaim our will to live in a French-language society"

(Anonymous, 1995, "Declaration of Sovereignty...").

THE PROTAGONISTS

The Quebec Separatists were led by Quebec Premier and Parti Quebecois leader Jacques Parizeau, and organization and momentum seemed to be on their side.  The result was expected to be tight, and financial markets were nervous over the outcome.  The Canadian dollar is reinforced by expectations of the preservation of Canadian unity; it drops in value when secession's  probability increases, prompting higher interest rates and the risk of secession.


The Quebec Federalists wanted to preserve the union with Canada.  In order to woo those among them called "soft nationalists," the 20 percent of Quebec's electorate who wanted an amiable divorce from Canada, Parizeau skillfully eschewed a harder line and asked voters the more palatable question of whether they agreed that Quebec should "become sovereign, after having made a formal offer to Canada for a new economic and political partnership."


The results were of course purely speculative.  Some believed that even a narrow oui would create the worst constitutional dilemma of Canada's 128-year history, while a non would defuse the issue for years, but not destroy the movement.  Nobody knew, of course, what the October 30, 1995 referendum would bring as Quebec's five million voters went to the polls .

       Finally, the "moment of truth" arrived, and the narrow defeat of Quebec's independence referendum staved off a national crisis--at least for now.  However, the threats to Canada's stability could resurface soon.  The Federalists won by a margin so thin--52,448 votes out of 4.8 million cast--that it was smaller than the number of spoiled ballots; so the "No" side had 50.6 percent of the votes, compared with 49.4 percent for the Separatists.  Now there is talk of yet another "moment of truth," another independence referendum.  Lucien Bouchard, leader of the Bloc Quebecois in Canada's Parliament, said that, as quickly as possible, and only after voting "Yes" to a referendum on independence, Quebec would negotiate with Canada over the Constitution.  Canada's Prime Minister Jean Chretien vows to move quickly to stem the Quebec nationalist movement by defusing its grievances, but it remains to be seen whether the nine other provinces of Canada would support the needed legislative changes.  Meanwhile Quebec Premier Jacques Parizeau announced on October 31, 1995 that he would resign as head of the ruling Parti Quebecois and as Premier after the current legislative session.  Lucien Bouchard might leave the federal parliament and succeed Jacques Parizeau.  Under Quebec's referendum law, a referendum on the same issue cannot be held until after a provincial election--which Lucien Bouchard could hold.  Jacques Parizeau was harshly criticized even from within his party for blaming the October 30 referendum defeat on "money and the ethnic vote."  He was, of course, referring to business interests and to his narrow interpretation of viewing only "old-stock" French-speakers as true "Quebecois" .

PRINCIPAL ISSUES

In a nutshell the situation defines itself as a dilemma.


First, there is no doubt that, for many Quebecois, the issue is cultural identity.  However, cost soon comes to the forefront of the debate, and key economic questions such as government debts, currency and trade must be faced.

CULTURAL IDENTITY AND DUAL CITIZENSHIP


History explains the emotional aspects of French Canadians' quest for cultural identity.  More recent Canadian constitutional history focuses on the failure to recognize Quebec as a distinct society.  As Bloc Quebecois leader Lucien Bouchard told President Clinton, it is a question of national entity and the desire of Quebecois to be in charge of their own destiny.  For Bouchard, Canada has not managed to combine cultures all that well, and French culture would be "much better managed" in an independent Quebec, although sovereignty would be achieved peacefully and democratically (Stewart, 1995, "Recognize Quebec if It Goes, Bouchard Urges U.S. Leader...").  However, in an address to a Canadian Chamber of Commerce, Canadian Prime Minister Jean Chretien warned that Quebec's culture and economy would be threatened if it leaves Canada, and that it would have to put its cultural policies "on the table" to gain entry into the North American Free Trade Agreement (NAFTA). "It will be up to the advocates of separation to show what advantage Quebec would have in getting out of NAFTA just to line up to get back in again--in competition with other countries," Chretien said. "American industries are angry that Canada negotiated an exemption for cultural industries.  They will do their best to make sure that a separate Quebec doesn't win similar treatment....As a unified country...we [maintained] protection for key areas such as...cultural industries....Quebecers should settle for...nothing less than a quality of life the United Nations says is the best in the world.  Nothing less than a society that has preserved and fostered the growth of the French language and culture--including for the one million francophones ontside Quebec.  Nothing less, my friends, than  Canada, the best country in the world" .


Many Quebecois may be faced with an emotional issue in reverse: a tie that they do not want to break--their Canadian citizenship.  "French-speaking Quebecers remain attached, by their guts as much as their reason, to the country of their heritage," wrote Lysiane Gagnon, columnist in La Presse, noting the paradox of wanting to stay Canadian without leaving Canada, and the real possibility that dual citizenship would evaporate as soon as things get serious.  Already there have been moves in the Canadian Immigration Ministry and Parliament to repeal the right of Canadians to hold dual citizenship. Besides, Canadian Prime Minister Jean Chretien underlined that the Canadian Parliament would decide whether the Quebecois could keep dual citizenship, not the Quebec national assembly.

THE DEBT AND THE CURRENCY


Canada may, as its Prime Minister stressed, be enjoying economic growth, low inflation and declining joblessness; it is, however, bedeviled by enormous fiscal and currency problems.  The Canadian dollar, hovering around three-fourths of the value of the U.S. dollar has drawn unflattering comparisons to the Mexican peso.  The federal debt is staggering--about seventy-five percent of Canada's gross domestic product; about forty percent of it is held by foreign  investors, making Canada hostage to international financial markets . 

       Canada has indeed some serious problems by industrial world standards.  By spending too much money, it has a budget deficit equivalent of 5.4 percent of its gross domestic product, compared to the U.S. where the deficit is roughly 2.6 of GDP.  The Organization for Economic Cooperation and Development (OECD) ranks Canada's deficit as the world's fifth largest relative to its economy, among the nineteen industrialized countries for which it compiles economic statistics.  The sum of accumulated deficits, i.e., its national debt, plus the debts of its ten provinces, is larger than the Canadian economy itself.  Consequently Canada must borrow large sums of money to finance the total debt, and 40 percent of these borrowed funds come from foreign sources.  The effect of this on the currency is that, whenever foreign investors reduce their holdings of Canadian debt instruments, the value of the Canadian dollar falls as they sell.


Canadians are apparently unwilling to sacrifice their cherished social programs to alleviate the deficit.  The alternative to the toughest spending cuts could be more taxes, a repugnant move to financial markets; besides, Canada is one of the most heavily taxed countries in the world.  In short, when faced with an uncertain future of spending cuts versus tax raises, foreign investors retreat and the Canadian dollars falls. Add to the fear that the budget will not cut spending enough, the fear that Quebec will split off and international investors bail out of the Canadian currency.

       As a province of Canada, Quebec is U.S. $65 billion in debt.  In June 1995, Moody's Investors Service Inc. downgraded Quebec's debt to A2 from A1, mostly because it had not cut spending or its deficit.  In fact, the governement of Quebec came up with its own estimate of what it owes--about 18 percent of the total of 88.5 billion Canadian dollars.  However, Ottawa's estimate puts Quebec's share at 144 billion Canadian dollars, about 25 percent of the total.  Quebec's debt burden would amount to 140 percent of its gross domestic product, more than any country in the Organization for Economic Cooperation and Development except Mexico, and its budget deficit would be more than 10 percent of GDP.  Even if growth continues, it is unlikely that Quebec could shoulder its debt without cutting spending or increasing taxes.  Therefore, with or without separation, growth may be endangered.  Part of Quebec's economic success would depend on trade as it exports nearly half of its input; however, its economy would be competing globally without Canada, saddled with a portion of Canada's debt and an already overburdened tax base.  As for the Canadian economy without Quebec, growth could be faster, but more volatile.  If there is a spat over who has to pay the debt, separation could push interest rates up.  To offset higher risk created by political uncertainty, holders of Canadian and Quebec debt would demand higher rates; however, with Canada's 0.9 percent annualized growth in the first half of 1995, higher interest rates would be dangerous.  Quebec has pledged to maintain a common currency but, without common monetary institutions, Quebec's temptation to issue its own currency would be very strong, and fear that Quebec would drop the Canadian dollar could spur capital flight and push interest rates even more.  On the other hand, whenever Quebec's sovereignty does not seem particularly threatening, the bond and foreign exchange markets are strengthening.             

       On Tuesday, October 31, 1995, the day following the referendum, the Canadian dollar closed in Toronto at 74.35 U.S. cents,up from 73.58 cents on referendum day; bonds and stocks rallied, and major banks cut their prime lending rate to 7.75 percent from 8 percent.  However, as the day wore on, markets eased and the relief appeared to have largely run its course.  The extremely close results of the referendum may have institutionalized uncertainty as the outcomes have possibly become more volatile than ever.                

       What if an independent Quebec did not pay its share of the Canadian debt, as the Province's Finance Minister Jean Campeau suggested as a possibility out of the necessity to avoid too much of a financial strain?  "It's not our debt, it's Canada's debt," he asserted.  To limit the damage, Premier Parizeau declared that Quebec had a "moral obligation" to pay its share of Canadian debt charges.  Perhaps, but legal obligations or not, lenders anywhere would lose faith in a government reneging on debts incurred on the behalf of its citizens.  If a new independent Quebec were not bound by commitments of the Canadian government, it would, for example, have to apply to get into NAFTA.  Would the rest of Canada (ROC) be inclined to support Quebec's entry into NAFTA after being saddled with all of the debt, or to negotiate on other issues?.  If Quebec refused to assume its share of Canada's debt which were forgiven by the United States for its own loans, this would indeed be the first U.S. compromise of that nature toward the north instead of the south.


The October 30, 1995 referendum, worded to win federalist Quebecois to the separatist side, asked voters if they agreed that Quebec should "become sovereign, after having made a formal offer to Canada for a new economic and political partnership".  There was no allusion to reneging on the debt--and its consequences--and, in addition, it alluded to a common parliament.  This was political manoeuvering: Prime Minister Jean Chretien said repeatedly that the rest of Canada (ROC) has no tolerance for half-way separatism and that Parizeau knew it very well.  The Federalists argue that Quebecois can not have their cake and eat it, too.  Realizing that a clean break with Canada would likely be voted down, Parizeau tried to sweeten the referendum choice.  His draft bill on sovereignty said that, by voting Yes for separation, Quebecois would get to keep those aspects of Canada they value most.  In reality this was an empty promise twice because the ROC would make that decision.


A January 16-25, 1995 poll indicated that a strong majority of Quebec's most powerful business leaders say that independence will mean long-term economic pain.  This poll was used to kick off the anti-sovereignty campaign of the Conseil du Patronat (Business Leaders Council), a business coalition whose members employ seventy percent of Quebec's labor force; it found that eighty-four percent of the Council's members--which include the top one hundred companies in the province, such as Bell Canada, Northern Telecom, Canadian Pacific, Bombardier, Alcan and the Royal Bank--say that Quebec independence would have a very or somewhat negative impact for at least five years, with sixty-five percent saying that the negative impact would last more than five years, seventy-two percent of the council's 424 members having responded to the survey; thus a strong majority believed that an independent Quebec would suffer from less foreign investment, fewer immigrants, higher interest rates and a lower dollar.  Polls indicate that Quebecois are three times more likely to trust business leaders than politicians, and the Federalists have been attempting to win over a relatively small group of "soft" nationalists whose main concerns are economic and who could tip the scales in the referendum.  Ninety-two percent of the business leaders were men and eighty-six percent were interviewed in French.  Eighty-eight percent said that they would vote against Premier Parizeau's draft bill declaring Quebec sovereign when put to a referendum while eight percent said that they would vote in favor, down from an emotionally-motivated thirty-one percent in the wake of the death of the Meech Lake constitutional accord.  Some business leaders seemed as confused as many ordinary voters, twenty-eight percent saying that Quebec's "sovereignty" and "independence" meant two different things, highlighting the importance of making clear that sovereignty means separation, and that an independent Quebec would have to assume 18 to 25 percent of the federal debt, therefore forcing an increase in taxes.                                                             

TRADE

The September 1994 polls taken during the Province of Quebec's elections indicated that the majority of Quebecois wanted a change in government, but not necessarily a break with the rest of Canada (ROC).


There are powerful incentives for La Belle Province to remain the largest province in Canada such as economic conditions and jobs in particular.


Geographically, Quebec is three times the size of France and has a well-educated population of seven million, roughly one-fourth of the ROC.  High unemployment has been a fact of life in Canada since the 1960s and in Quebec, hovers at around 10 percent higher than in the ROC where it tops 10 percent.


Demographically, and oddly enough since catholic Quebec has traditionally had large families (Canadian Prime Minister Jean Chretien is himself the eighteenth child of a French catholic family with nineteen children), the Province's shrinking share of the population is one factor behind its shrinking share of the economy.  During the 1980s, a noteworthy trend reversal indicated that Quebec had the lowest birthrate in Canada; moreover it suffered a high rate of interprovincial out-migration and, traditionally, Quebec has received fewer immigrants than the ROC.


In several sectors Quebec enjoys a disproportionately high share of the Canadian total workforce: clothing, 56 percent; pulp and paper, 33 percent; non-durable manufacturing workers, 31 percent.  In such cutting edge industries as aerospace and communication, Quebec workers amount to 51 percent and 33 percent respectively of all Canadian workers; however, these are specialized sectors with requirements for highly trained and educated workers, while the poorly educated and unskilled workers are being laid off in the maturing sectors.


In hydroelectricity and minerals Quebec is one of the world's largest producers, and in pulp and paper production it leads all Canadian provinces with nearly 50 percent of the total.


Unfortunately world-class competitiveness has been lacking in some major sectors: low prices and obsolete equipment have plagued the pulp and paper industry of Quebec; furniture manufacturing has faced stiff competition within the Free Trade Agreement with the U.S. and later NAFTA; overcapacity has faced petroleum refiners and chemical producers.


On the bright side are Quebec's industrial exporters, such as Cascades, Inc., a producer of board and paper for the packaging industry; this multinational corporation with plants in the U.S. and Europe has weathered successfully local ups and downs; it exports to the U.S. and sells all around the world, hence it is less impacted than other industries by the economic conditions in Quebec.  The recent U.S. economic recovery has generated growth in demand for corrugated boxes and is a good predictor of economic growth.


Signs of recovery are also shown by other sectors of Quebec's economy, such as tobacco, plastic and rubber for non-durables, and electronics, metal products, and machinery for durables.


Overall, Quebec enjoys a trade surplus, particularly in telecommunications, equipment, newspaper print, aluminum and copper, passenger cars, complete aircraft and aircraft parts, lumber, and woodpulp, with automotive engines and parts growing by an extraordinary 1191 percent in 1993.


To a large extent, a healthy U.S. economy guarantees Quebec's economic health. About 80 percent of Quebec's exports go to the U.S. from which the Province gets 45 percent of its imports. Quebec's next best exports markets are Germany, the U.K., Spain, and France.  Improved financial results in recent years have helped a number of Quebec companies to expand and diversify into the U.S., a market ten times the size of Canada.  There is more of a wait-and-see attitude on their part toward Mexico.


Before the referendum of 1980 (in which Canadian Prime Minister Trudeau needed only four speeches to convince Quebecois not to leave the Canadian fold, the Federalists carried the day in Quebec by a margin of twenty points.) Most companies that feared that secession would affect their operations had already left Quebec, leaving behind those companies that had remained committed to the region regardless of the results of the third referendum in 1995. 

NAFTA


According to polls, international isolation is one of the fears that Quebecois relate to an independent Quebec.  In order to allay those fears Quebec Premier Parizeau has assured them that their joining NAFTA and other international pacts would automatically occur after discussions which would be mere formalities (Anonymous, 1995, "In Brief.").  Canada Prime Minister Jean Chretien, for his part, seemed to assume the role of a franchisor controlling Quebec's access to exclusive clubs such as NAFTA, the G-7, and the Asia Pacific trade zone; by leaving Canada, Quebec would no longer be its franchisee in such clubs.  In addition Chretien seemed to be suggesting that a unified Canada has much more economic clout abroad than split.  Traveling the world in search of international trade is touted by him as the most important thing he does, a first for a liberal Prime Minister.  Moreover, in drawing so much attention to this, he might be trying to duck a critical domestic debate: whether the federal government should abandon its historic role in promising equality of social conditions across the country, which could be interpreted as a signal to let Quebec, a beneficiary of the system, splinter away from Canada.


Quebec Premier Parizeau insisted that it is unbelievable that the Province would be excluded from NAFTA at a moment when Clinton, Chretien and other leaders are working towards a single block from "Alaska to Tierra del Fuego," and that public opinion would force the United States government to admit an independent Quebec to the North American Free Trade Agreement coinciding with Quebec's annual trade with the United States being "equal to that of Brazil, Argentina and Chile combined". 


Canada's Prime Minister Chretien has been a champion of Chile and other Latin American nations in NAFTA in part because "for the system to work you have to have a counterweight [to the United States].... If we have a bunch of little guys we can attract more attention and consideration".


The poll, quoted earlier, of the business coalition whose members employ seventy percent of Quebec's labor force, found that the majority of members surveyed felt that divorce negotiations with Canada would be "long and difficult," and seventy-four percent of them said that an independent Quebec would have to settle for a worse deal than it has now to join NAFTA and GATT. 


Quebec's Premier Parizeau's suggestion that Quebec would have no trouble getting into the main trade agreements after separation, along with other international groups such as the Commonwealth, was going against Canada's Prime Minister Chretien's contention that, while Quebec would probably be readmitted into the World Trade Organization (the new GATT body) within a year of independence, getting into NAFTA would be another matter for, even if the ROC (rest of Canada) decided not to block Quebec, the protectionist-minded Republican U.S. Congress would more than likely resist, in an attempt to wipe out Quebec's existing NAFTA protections for farm marketing boards and cultural industries (Geddes, 1995).  Besides, an independent Quebec would need membership in NAFTA more than NAFTA would need it.  Hence Quebec's relatively weak position when bargaining its way in.  American congressmen would probably try to extract concessions from Quebec in return for their approval.  Ultimately, there is little doubt that Quebec could get into NAFTA, but with a price to pay by Quebec business to reenter the agreement that already benefits it as part of Canada.  Tradewise, the biggest ban would clearly be that the rest of Canada (ROC) would become a foreign country with which Quebec's exports would become subject to international trading rules . 


Far from being automatic, Quebec's accession to NAFTA would be conditional upon the consent of the existing members:  Canada, the United States and Mexico.  While it would probably succeed, it might have to make major trade concessions to get something it already has as part of Canada.  Most important in that respect is that Canada would become a foreign country.  Even within NAFTA, absolute free trade is not guaranteed and Quebecois could have less access than now to Canadian markets.  Quebec's exports to Canada would have to comply with international trade rules and subsequently possible new limits on its ability to subsidize its industries 
Naturally, assuming that an independent Quebec would have to reapply for membership in NAFTA is a matter of concern for those industries that established business there in order to take advantage of the Agreement's provisions.  On the positive side, it can be argued that, while a United Canada is in the interest of the United States, from NAFTA to NATO should a break occur the U.S. would benefit from close relations with both Canada and Quebec.

THE UNITED STATES


Since the Jimmy Carter Administration, U.S. policy toward Quebec separatism has remained unchanged: "The United States has enjoyed a good relationship with a united Canada.  The future of the country is something for Canadians to decide."  Canada being the United States largest trading partner, some financial analysts warn that, should Quebec secede from Canada, economic disaster would ensue both for the province and the rest of Canada.  Economic unstability and a sharp drop of the Canadian dollar could result from an affirmative referendum vote.  The Separatists claim that independence could be declared from the ROC with a simple majority vote; it is not clear, however, how the Canadian government would react in such a case, nor certain that it would recognize Quebec's rights to secede..


Dictator general Porfirio Diaz exclaimed: "Poor Mexico, so far from God, so near the United States."  Canada Primer Minister Jean Chretien only repeated:  "The Americans are our friends, whether we like it or not."  This one-liner exemplifies his desire to keep a healthy businesslike distance with the United States, as well another of his sound bites: "Friendship is friendship, and business is business" 


It has even been said that "only Canada owes its very existence to a conscious rejection of the American Dream--without the United States to rebel against, there would be no Canada."  Canadians consider their country as democracy in the making, imperfect but perfectible, and its survival is a national preoccupation.  Canadians have to figure their mission everyday, and it is hard to work in the shadow of the United States.  Perhaps, at least for Quebec only, independence would mean the end of that shadow, although they feel the least threatened of Canadians in that respect.  In fact, the French speakers are the least concerned about American's assault on their identity.  Paradoxically many Americans' only taste of Canada is the Province of Quebec (PQ).  Quite misleading at that, because La Belle Province, with its almost European charm, is more different from the rest of Canada (ROC) than the ROC is from the U.S.  Quebec is the "fait francais" or French Fact in North America, and deeply proud of its very separate institutions and folkways and language.  "Je me souviens" (I remember) is more obstinate and perhaps vengeful than nostalgic, for its history and identity were forged through centuries of political and economic domination by English Canadians.


For the Quebecois there is a difference between Americans and English Canadians: the former did not invade them but the latter did.  As separatist Lucien Bouchard, leader of the Bloc Quebecois and the official opposition in Canada's parliament puts it:  "Quebecois love Americans.  They don't feel threatened by Americans.  They feel the fact they speak French protects them from Americans.  [They] really accept the mythology of the American Dream."  One could muse about hypothetical consequences of Quebec's secession such as the North Atlantic provinces joining New England in the American Commonwealth, or British Columbia joining Ecotopia and becoming the land bridge to Alaska as a northwestern state.  English-speaking Canadians are not overly troubled by this sort of day-dreaming but, as nationalism is bursting out all over the world, they may very well feel a sense of weariness over what may befall their descent .

TOO LITTLE, TOO LATE?

There were some in Canada who focused on the sovereignty bill calling for an economic union and the fact that the independantistes even wanted to keep the Canadian dollar as "another exercise in parochialism, a willful disregard for the big picture in the service of narrow, selfish preoccupations."  Allegedly, there is an "astonishing conveyance" between Sovereigntists and Federalists in Quebec, many Federalists wanting economic and monetary union (as exists today) and a politically decentralized federation, with greater taxation powers and policy-making for Quebec; other Canadians are also in favor of greater decentralization.  Parizeau was reproached for disregarding others' efforts to improve free trade between the provinces, and that Quebec might have better access to the ROC under NAFTA than under Canada: an agreement to reduce interprovincial trade barriers was signed and confirmed by all governments in Canada during the summer of 1994; this deal recognized the absurdity of negotiating free trade with the U.S. and Mexico while maintaining more than 500 interprovincial trade barriers at an estimated cost of at least $6.5 billion a year in lost income.  The 1994 agreement is a commitment to economic liberalization in various areas, such as the opening of the government procurement markets, non-discriminatory treatment of Canadian businesses regardless of where they are based, and a code of conduct on incentives and subsidies; barriers to labor mobility are lowered through restriction of residency requirements and the establishment of a work plan for mutual recognition of qualifications and harmonization of regulations.  These are offered as a commitment to a real Canadian common market. There is also an admission that language duality would not end and helps keep the two markets separate for many workers, but those wishing to move could do so more easily.  All the above dispositions point at a major progress. However, the final remark reveals a crucial sidestep: "Unfortunately, there are a number of other areas, such as cultural industries, that are fully exempt."  Indeed, we have now come full circle back to the failure of Meech Lake and the rejection of Quebec as the "Distinct Society" that it claims to be through many of its voters and politicians.  A referendum failing to resolve this issue in a definitive manner will perpetuate for a longer duration a climate of uncertainty, of exasperation for some, and of tedious pessimism for others.

CONCLUSION


Canadians have been debating sovereignty, separation, special status, distinct society and bilingualism for Quebec for more than thirty years.  They want to maintain a country, with or without Quebec.  It is too drastic to predict emigration, flights of capital and economic ruin.  However, businesspeople considering investing in Quebec do not need the uncertainty.

       The defeat of the independence proposal on October 30, 1995 relieved U.S. companies with operations in Quebec.  Some, however, were wary that political uncertainty could persist. Among them, U.S. auto makers were concerned that a vote by Quebec to separate from Canada could alter the current duty-free flow of parts and finished vehicles between Quebec, the ROC and the U.S..

       Should Quebec secede, managers' exposure to currency risk in such an uncertain environment would have to be assessed.  Much could go wrong, and tenuous confidence would bode ill against a continued monetary union with Quebec whose sovereign government would soon abandon the Canadian dollar and establish a devalued Quebec dollar.  Many Quebecois perceive the situation as a conflict between nationalism and economic interest .


Some observers have taken direct issue with Quebec Premier Parizeau's presumption that the Province could unilaterally secede from Canada.  Quoted in the Hamilton Spectator, the C.D. Howe Institute think tank has contended that, assuming Quebecois' affirmative vote for sovereignty, the Canadian government would have to immediately draw the line against an unconstitutional unilateral separatist declaration on economic and political grounds, such as avoiding being saddled with Quebec's share of the $550 billion federal debt, and maintaining the legitimacy of a constitution which provides a House of Commons with a large Quebec representation which many Quebecois believe would continue with a sovereign Quebec

 
Other observers believe that borders would be the most contentious issue if Quebec chose to leave Canada, and that Canada would have a powerful leverage in its negotiation with Quebec, namely Canadian recognition of Quebec's independence, undoubtedly the key to recognition by other major nations such as the U.S. and even for Quebec to begin discussions on NAFTA, GATT (now WTO) and other treaties .


       Yet another view is that, after a yes vote, Canadians would demand decisive action to reduce uncertainty, even at a price, including not only economic losses but also political costs, without indecision and delay.  Other federal options are ruled out, including:


*
Refusing to accept the results, leading to massive unrest in Quebec and a resort to force, and demonstrations elsewhere.


*
Raising doubt about Quebec borders, unfeasible for a rapid and peaceful secession.


*
Offering Quebecois a new deal with Canada, an idea which the ROC (rest of Canada) will reject outright.


*
Calling an election, promoting profound partisan divisions within the ROC.


*
Holding its own referendum, positioning it against Quebec's, thus promoting serious disturbances.


*
Doing nothing, thus worsening uncertainty for the entire country and fostering severe economic consequences for all.

       Other issues would be resolved as follows:


*
NAFTA: here, Ottawa has a veto but could not sustain it indefinitely raising international concern about the country's economic stability and arousing American displeasure about its trade and investment relations with Quebec guaranteed under NAFTA.


*
Currency union: without a joint management there could be a run on the dollar as international investors speculate against its viability, but resentment in the ROC would ensue.


*
National debt: would be divided on a per capita basis.



*
Dual citizenship:  a powerful negotiating weapon for Ottawa, might be tolerated for a couple of years.  Forced residence in Canada as a condition for keeping Canadians status would not only promote massive economic dislocation in Quebec, but would diminish foreign confidence in Canada itself and would disrupt its economy 


In his book, The Secession of Quebec and the Future of Canada, political science professor Robert A. Young surmised that the secession of Quebec would, in the short term, be an agonizing experience but that, in the longer term, many social, economic, and political forces would stabilize the region.  The ROC would undergo a difficult psychological adjustment but, in spite of the loss of an important if demanding member, life would eventually go on, even affording the possibility to invent a New Canada.  Quebec's secession would induce a "sense of national emergency in the ROC," getting a new constitution operating quickly without fundamental challenges, and promoting stability.  Investments in Canada would initially be reduced because of transitional uncertainties, but the recession, although sharp, would be short, due to the coincidence of a period of general economic growth.  "Expanding foreign markets will help growth resume."  The constitutional uncertainty that had lowered investors' confidence in Canada would be resolved  through separation.  "Once it is clear that the country is politically stable, investments should resume and interest rates will be able to drop."  After the destabilization caused by Quebec's persistent demands for autonomy, Canada should enjoy a period of stability as the experience is unlikely to be repeated by popular demand anywhere in Canada.  Over the long term, however, this somewhat artificial country, subject to powerful external and integrating pressures continentally and globally,  might fragment, dramatically change its constitution, or simply remain pretty much the same as after Quebec's secession if its residents are comfortable with the state of its economy and national policy 


Expectations have been that, should the referendum be defeated, "Anything short of clear and utter defeat for separatism is going to mean a continuation of uncertainty.  If the separatist vote is higher than last time [40 percent], it's going to start to look like an inexorable march to sovereignty.  They can always hold another referendum" .  With 50.6 percent No's and 49.4 percent Yes, this has become the most likely scenario.

       The situation might get worse before it gets better, literally.  Montreal, one of North America's great cities, with its European ambience, long history and modern amenities, is a case in point.  It has more vacant newly-built homes than Ontario; the 178-year-old Bank of Montreal has moved its executive offices to Toronto; some international airlines have recently stopped servicing the world's biggest French-speaking city after Paris; there has been a steady exodus of companies and talent, mostly to Toronto, since Quebec elected its first separatist government in 1976 and a French-only language law, passed in the late 1970s.  However, politics cannot be blamed alone.  Montreal's industrial base of oil refineries, petrochemical and steel plants, and textile factories has been eroded.  A shifting trade center of gravity toward the Pacific has drawn traffic away from the St. Lawrence River.  On the positive side, labor turnover is low, as generous government incentives and many French-speaking workers and graduates from the city's four universities have sown the seeds for a blossoming high-technology sector, mostly computer software and pharmaceuticals.  There is a flourishing fashion and design industry.  Moreover, for many companies, the ability to conduct business in French has been an asset rather than a liability.  Perhaps the federal government will try to revive the city's fortunes as an effort to defuse the threat of a future referendum.  Undoubtedly Quebec will remain, with Mexico, the place to watch in North America for the foreseeable future.

