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The last decade of Canadian federal policy-making has been marked indelibly by the overt capacities of international interest to affect domestic activities, from welfare reform to health and education cutbacks, from deregulation to budgetary downsizing. Social security policy, encompassing programmes which to date still consume the lions share of federal spending, has been faced throughout the 1990s with severe challenges to its primacy and its overall effectiveness as a viable solution to the social ills that face Canadian society. These challenges - principally of fiscal restraint - have been long in the making, though few were aware of their magnitude when already signs of trouble were emerging in the late 1970s with sustained annual budget deficits and demographic shifts that would eventually, and inevitably, cripple the system. Of greatest importance, however, is the effect of exogenous factors on the policy-making process and capability of Canada to shape and implement social policy. Contending views posit the notions that internal sources, such as party platforms, domestic support, public opinion, business and labour, as well as other lobby groups may be at the heart of social security policy development. Similarly, others argue that external factors in themselves do nothing to affect domestic policy, though this seems hardly reasonable in light of the pressures on middle-power sovereignty brought on largely by the overwhelming impact of globalization. Regardless, the impact of globalization and its associated fiscal, monetary and employment influences on the domestic sphere of Canadian politics has eroded the policy-making capabilities of government, and as a result has ultimately shaped the creation, implementation and outcome of social security policy in Canada in the late 1990s and into the first decade of the 21st Century.

This particular thesis will be examined in the following manner: firstly, through an investigation of current social security policy and its future; secondly, through an analysis of the primary global actors that relentlessly challenge the policy-making sovereignty of the federal government; thirdly, by means of a discussion of the ways in which the Canadian government is serving these interests in the New Global Social Policy; and finally, through a comprehensive evaluation of the materials to offer some reasonable conclusions as to the impact of globalization on the resilience of social security policy in Canada.

Social Policy: Shaken, not Stirred

As the often cited federal Green Paper Agenda: Jobs and Growth - Improving Social Security in Canada states in the introduction, Canadas social security system is a system dedicated to supporting the most vulnerable in our society, while creating opportunity for all Canadians...[it] embodies the values of justice, tolerance and compassion that mark our country
. A full-fledged embodiment of the social democratic-welfare state dynamic of the Canadian context, social security policy is the quintessential humanitarian policy intended to douse the altogether too fiery flames of the individualism of free market- liberals with a heavy blast of cold water from the communitarian elements and socialists. Though it is less definitively Canadian as one might see universal health care, social security in this country remains starkly contrasting to that of the United States, and even to that of other European states, while embodying certain characteristics of both.

The post-Second World War period, up to the mid-1970s, greatly increased the number and size of social security programmes in Canada; unemployment insurance (1956), Canada Pension Plan (1965), Medicare (1966), the Canada Assistance Plan (1966) as well as family allowances (1971)
 and other income redistribution and social policy instruments effectively socialized Canada from an archaic Adam Smith tyranny into an inclusive, modern and civilized nation. 

Indeed, social security programmes of varying types and magnitude have over time consumed a gargantuan slice of the budget pie in relation to past government spending and in relation to other programmes. During the mid-1990s, social security spending in all its incarnations accounted for over 60 percent of federal government expenditure, almost $70 billion.
 In light of such focused spending, social policy has also faced the greatest share of spending cuts as part of the 1990s deficit-elimination obsession. Between 1990 and 1999, federal spending on employment insurance, the CAP, post-secondary education, and health care has fallen a dramatic 25 percent overall.
 But is this due entirely to deficit reduction, or are other, perhaps more insidious factors at work?

John Wiseman defines globalization in terms of a given set of economic and political trends that have been witnessed throughout the world: interdependency of economies, expansion in trade, investment, production and financial flows, growth of trade blocs and regional trade agreements, increased influence of multinational and transnational firms, as well as the overall spread of capitalist, highly commodified and individualized economic, social and cultural relations into ever-increasing spheres of human activity.
 

If this is what globalization is, and indeed it would seem reasonable to attribute all of these elements to its definition, global interests should be defined as those inter-related (either affecting or being effected) with the expansion of trade, investment, production and capital flows - namely, international corporate and financial interests. Concomitantly, global interests are those that uniformly promote a pure and unadulterated non-interventionist role for government and other principles associated with classical liberalism
, in other words, profit-maximizing, capital-seeking corporate and financial nomads with an eye for laissez-faire capitalism and under-socialized economies.

Accordingly, domestic interests can be summed up as being either organized business, labour, social policy groups
, partisan assemblies, or opinion-aggregations which at best incorporate individuals or other interest groups, sometimes even the public as a whole by means of opinion polls. Though these internal factors inevitably affect policy decisions as it is the electorate to whom governments must ultimately answer, their influence pales in comparison to the exogenous factors that enforce homogeneity in policy, whether it is in relation to social security or some other policy field. Indeed, sovereignty over political decision-making has... been a casualty
 of globalization and increases in world competitiveness. And while some academics in the field of social security may argue that governments are not held hostage by international capital
, this seems irrespective of the permeability of states to these external sources of capital. Money flows can either seep or pour in, just as easily as they can seep or pour out. Improper government action can lead to massive financial withdrawal, just as well-received policy can lead to massive investment. When governments are warned to cut back, as was the case with Canada in the early 1990s, it is not an option but an ultimatum, and to suggest this is not being held hostage by international capital
 is quite off-the-mark. Moreover, the option of raising higher-income personal and corporate taxation rates instead of cutting costs
 seems as unfeasible in light of an ensuing flight in capital investment and well-paying jobs, not to mention highly-skilled workers, as would be slapping on 100 percent taxes or wiping out social security.  

Howlett and Ramesh offer multiple frameworks in which social security policy can be analyzed; most relevant to social security are the inductive theories, notably that of pluralism which posits the interest group as the prime shaker-and-mover in the political process. It is of the pluralist school of thought that competing interests use the political forum to reconcile differences or subvert opposing interests; neo-pluralists accordingly acknowledge the disparities in interest group power.
 Clearly, global interests on a variety of levels compete amongst themselves and with any number of states to best further their goals, be that investment, trade or banking. In turn, certain factors wield greater weight on domestic polities; the influence and size of MNEs undoubtedly surpasses the policy-altering capabilities of the average exporting agency or the common stockbroker.

At the same time, however, the interests of global capital and investment represent more of an elite consensus of homogenized policy goals subservient to the almighty hegemony of the bottom-line, demanding more of the free-market liberalism of Britain and the US and less of the regulated-market socialism of Europe and, to some extent, Canada. However, at the domestic level, these interests tend to disperse and acquire their own raison detre that is sufficiently distinct as to create a pluralist discourse in competing for federal government policy, programmes, and monies.

In any case, the assault on social security policy and the welfare state in Canada has been swift and brutal, manifested as a result of the almost excessive internationalization of the Canadian economy over the past decade and illustrated by such landmark agreements as the North American Free Trade Agreement.
 Nevertheless, Canadas social safety net has not been as heavily eroded as in other jurisdictions: in both the US and Britain, the size and importance of welfare state programmes have been severely reduced; nor has the Canadian welfare state been subjected to the same permanent changes. Despite obvious cuts in federal social spending and transfer to the provinces, there has not been the same attempt to cut social spending through the privatization of major social programs or the implementation of wholesale market-oriented changes to existing programs as there has in the UK and the US.

Clearly, states must either compete or flounder in the new world economy. Canadas social security safety net has so far survived well in comparison to those of other advanced post-industrial states now entering the lean, mean, machine dominated post-market or post-service economy. But the challenges have yet to be fully met; cutting social costs to reduce spending is a mere fraction of the actual problem - policy formulation and orientation, as well as implementation must contend with global factors in a way not so dissimilar to that which forced the balanced budget in the first instance. 

Are there multiple ways in which a country can address the interests of global markets, capital and investment? Wiseman offers three responses to globalization: firstly, that a state becomes an avowed and latent champion of globalization, and all its implications for trade and financial flows; secondly, that a state becomes an involved competitor in the globalized economy seeking to maximize its efficiency, productivity and competitiveness; and thirdly, that a state becomes a challenger to globalization through the establishment and support of counterweights to the power of global interests.
 In light of Canadian involvement in global trade and capital flows, it is fairly evident that the Canadian response slips in between that of champion and competitor, but remains distant from the role of challenger, choosing instead to go with the flow rather than spin its wheels in an attempt to stop the unstoppable. Membership in NAFTA, the GATT and now the WTO as well as involvement in ASEAN and the European Union suggests the Canadian championing of globalization; likewise, the well-publicized Team Canada trade missions, industry  deregulation, tax expenditures and a foreign policy geared almost entirely toward trade policy suggests Canadian competition within the global economy. Indeed, the champion and the competitor. But what does this spell for social security policy?

The Agents of Discord
The impact of trade liberalization, technological innovation and general trends in globalization has been both dramatic and overwhelming, often severely insidious to the lives of people. Indeed, investors can now move billions of dollars in capital between continents in seconds while MNEs seek the most cost-effective locale to exploit.
 Quite naturally, this highly fluid and mobile investment capital effectively undermines the domestic authority to act according to its own needs and wants; the future prospects for nations and, by implication, the policy-making capabilities of their elected governments are as bleak as the outlook for voter satisfaction.
 The worst perpetrators of national sovereignty are undeniably the transnational corporations or multinationals; they are foremost among agents responsible for the erosion of national authority
 As argued in a previous article:

It is universally recognized that the multinational enterprise, or MNE, bears at its core an endemic need for not only MNE-friendly state policies and certain natural, human and capital resources, but also carries with it the value-laden preference for small government and liberal democracy. Within this context, clearly, the nation-state has been undermined by the MNE in almost every vital area as the unchallenged authority within the international system. In this regard, the nation-state has become subservient to the needs and free-market hegemony of the multinational enterprise.
 
Aside from the seeming omnipresence of MNEs, various global institutions such as the IMF and World Bank, which are as unaccountable as the international enterprises, also contribute to the erosion of localized and democratic decision-making forums.
 With lending policies that demand strict adhesion to ultra-liberal, free-market ideologies, Western-based global institutions enforce their liberal-democratic notions on countries desperate to acquire funds. In turn, this restricts the policy options of the borrowing country to those demanded by either the IMF or the World Bank. Although neither the IMF nor the World Bank have directly effected Canada, or specifically Canadian social security, the potential is there and the impact can be as inadvertent as intentional. 

However, Canada has indeed felt international pressure to conform to the New Economys need for labour market flexibility due in large part to the OECDs Jobs Study, suggesting that the OECD does carry considerable policy-influencing capability as a result of its global institutional standing. In their report, the OECD outlined numerous policy options that countered the well-being of social programmes in Canada: the restriction of UI benefits, the deregulation of employment and retirement security, the reassessment of minimum wage rates, and the reopening of collective agreements to allow for wage cuts.

Diana Ralph posits the view that TNCs and Canadian banks have captured the strategic initiative on social policy
, in turn acquiring the position of policy-maker in place of the federal government. Her point may not be that far off the mark; clearly, the domestic banking system is interdependent with various other lending institutions, trust companies and insurance houses throughout the world, and act as central hubs for incoming and outgoing foreign investment. Consequently, Canadian banks are as big a part of the globalized economy as any of the hundreds of MNEs.

While the impact on domestic policy from MNEs, global institutions as well as other international players is clear, as Andrew F. Johnson points out:

International money markets, by contrast to transnationals, have a slightly more insidious but equally damaging effect on the authority of the elected governments of nation-states and on the ability of incumbent governments to keep promises - especially expensive promises to maintain regimes of social security - that conflict with their interests.

Debt accumulation also plays a considerable role in the undermining of social security policy. The financing of past debts and the pressures to reduce annual additions to the debt through deficit spending have been major obstacles for the Canadian government to overcome. However, these obstacles were made evident to both the government and the electorate not by policy-planners or budgetary forecasters, but by global interests - notably of investment houses such as Moodys that carry the weight necessary to downgrade national credit ratings, a power that if used, or misused, could have dire short as well as long term consequences for any country, Canada included.  As Johnson continues to point out: Canadas sovereignty is significantly restricted by the borrowing practices of past governments, as is the current regimes capacity to make and keep promises, particularly in social security policy.
 Although Wiseman believes Canadas debt problem has resulted from high interest rates and reductions in corporate income tax instead of social spending,
 he appears to be off the beaten track; while these have no doubt contributed to the debt problem, the real ballooning of federal debt in the late 1970s and 1980s occurred as a result of persistently mounting social programme costs and concomitant decreases in, or levelling-off of, tax revenues from either recurrences of stagflation or general recessionary trends. Combined national debt, that is, both federal and provincial debt, hovers precariously at 100 percent of GDP; clearly, the interests costs alone needed to finance a debt of this magnitude are choking governments ability to deliver services that the public needs and depends on
 such as those offered through social security programmes.  

Finally, to reassert an earlier point, one of the most significant factors in policy creation is the influence of international capital; after twenty years of strategic maneuvers, capital has moved from a relatively disorganized lobby to dictating federal, provincial and local policy.
 Among the various other global factors, such as MNEs, global institutions, and multilateral agreements, capital represents what all these aforementioned international players want - money. Combined they are the agents of discord

.

Serving Global Interests: The New Globalized Social Policy
As an extension of the argument that the nation-state has become subservient to the needs of the multinational enterprise, governments today attempt to cater not only to corporate interests but those that, in this paper, have been identified as the sum total of global interests. As Johnson suggests: ... governments of postindustrial states have focused on changing their social security programs to push down labour costs and to shrink deficits. The changes satisfy the needs of global interests
; indeed, the need or desire for cheap, skilled labour and small, cheap government is intrinsic to the global interest. Clearly, social security has been used as the chief facilitator of these goals, in implementing an inexpensive skeletal social policy capable of undermining labour value while maintaining high levels of education. As a result, the federal government can no longer rightfully claim to be guardian of the sacred social security safety net, either because it has dissolved authority to the provinces or because it has simply forfeited its de facto jurisdiction by reducing the programmes to negligible levels.

It marks the end of the federal governments role as the champion of the nations social safety net. It signifies the end of national or universal standards in the realm of social security, a popular symbol of Canadas nationhood. It also graphically illustrates the increasing propensity of Liberals to serve the interests of powerful global and domestic capital.

Perhaps it is simply part of Canadian openness to trade, as Michael Howlett would argue; openness to foreign trade and investment - as is the case for most industrialized and many industrializing countries - generally has a weakening effect on states policy capabilities, something he further suggests can be offset by proper economic rationalization and strategic market intervention.
 Nevertheless, openness to trade and foreign investment is as much a whole-hearted acceptance - a championing perhaps - of globalization, as is the reduction of tariff barriers, the elimination of unfair subsidies and the deregulation of certain industry sectors. Ultimately, it serves the global interests.

So too does the quest for competitiveness in the world economy, an objective intended to maximize national potential on the global marketplace with the exporting of high-value-added products made with highly productive workers at the lowest possible price. However, as Wiseman points out, the price for this search for competitiveness has been increasing inequality and social polarization as well as growing concern about... the loss of democratic sovereignty,
 inequality and social polarization a populist social policy in Canada would very likely address and overcome, but not a corporate or global-afflicted social policy.

The notion of downward harmonization as Wiseman extends, or that of the infamous race to the bottom or the supremacy of the lowest common denominator, suggests that international pressures on Canada are forcing a degrading of social provisions to meet or even fall below the levels of the United States
, simply for the sake of competition - whomever has the cheapest labour, fewest laws and regulations and weakest enforcement mechanism will get the jobs. As Diana Ralph notes: NAFTA basically set in place a bill of rights for corporations which supersedes any present or future laws.... It forces Canada to gut its national standards and harmonize its social programs with the much lower levels of rights and services of other partners.
 Clearly, the free trade regime does challenge the resilience of Canadian social security policy, but the threats are as much from general trends in globalization as they are from one single multilateral trade accord. Nevertheless, the climate has been created - there is a strong public perception that the overriding priority is to appease the god of international competitiveness
 whether that is to be achieved through government cutbacks, corporate downsizing and outsourcing, deregulation or a spineless social security policy.

The forces of globalization continue to gain strength in relation to domestic powers. The social security apparatus that is in place today is already undergoing modifications that cater ever increasingly to the free-market hegemony of the global economy. Canada is in a respectable position to deal with these challenges, especially in comparison to those governments around the world that do not share the same economic and political perspective as is needed to participate in the New Economy, in that they are illiberal or undemocratic, perhaps both.

The global interests - those of investment capital, MNEs, international organizations and agreements - have a vested concern in developing a viable socio-economic and political context in which they can play and presumably make money at the expense of domestic policies, workers livelihoods, national sovereignty and democratic freedom. Are these interests evil? No, not anymore than the people who run them. But they do pose an enormous challenge to government policy creation, a matter of fact that has been so efficiently illustrated in the evolution of Canadas social security policy during the last decade or so.

Social security policy has been faced throughout the 1990s with severe challenges to its universality and to its effectiveness as a working solution to the social dynamic that is Canadian society, including unemployment, pensions, child benefits, family allowances, welfare and so forth. 

Indeed, the influences of globalization on the domestic sphere of Canadian politics have eroded the policy-making capabilities of government; consequently, they have ultimately shaped the creation, implementation and outcome of social security policy in Canada during the late 1990s and into the first decade of the 21st Century.

As Diana Ralph so eloquently remarked: Social programs form the dike that protects us from Third World labour conditions. Social programs protect us all, not just those who happen to be poor now. They are the safety net on which all but the richest of us depend
 And it is for these reasons that Canadians must confront the challenges of globalization through a re-imagined social security policy, one that meets the needs of Canadians first, and global capital second.
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