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The United Steelworkers is one of Canada’s largest industrial unions, representing more
than 225,000 workers across the country. We are one of Canada's most diverse unions,
representing men and women working in every sector of Canada’s economy including
mining, forestry, healthcare, education and telecommunications.

We commend Global Affairs Canada (GAC) for initiating these consultations as it
examines whether Canada should initiate negotiations with China towards a free trade
agreement (FTA). This is a welcome change from recent trade and investment
agreements negotiated on Canada’s behalf, such as the FIPA, CETA and TPP, which
were noteworthy for their secrecy and lack of public consultation. We hope that the
government will continue to consult Canadians, including trade unions, First Nations,
and other civil society groups as it develops and pursues this and other policy initiatives.

That said, the USW emphatically asserts that it is not currently in Canada’s
interest pursue a free trade agreement with China. We acknowledge that in recent
years China has demonstrated a willingness work with other countries to pursue a
variety of bilateral trade and investment treaties. However, in our view, China’s interest
in furthering trade with Canada does not spring from a desire to adhere to the rules-
based regimes which Canada has played such an important role in establishing and
maintaining. Rather, China’s pursuit of free trade agreements stems from an
aggressive trade policy and an overall desire to become a global trading leader.

Public polling suggests that a majority of Canadians are apprehensive about a

free-trade deal with China." This is largely because China is a rising geopolitical
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superpower, which is governed by a notoriously authoritarian and oppressive regime.

We share many Canadians’ concerns about China’s abuses of human rights and labour
rights, environmental degradation caused by Chinese industries and weak rule of law.
China’s state-driven development model, moreover, is motivated as much by China’s
political ambitions as it is by profit; and it has not played by the rules where trade is
concerned. Given these realities, the USW asserts that negotiating a trade agreement
with China would inevitably require that Canada compromise Canada’s national interest
or its values, or both. We believe that it is Canada’s workers who will suffer most as a
result.

Since China’s ascension to the WTO in 1995, China has consistently shown itself
to be a violator of global trade rules and norms. China’s government plays an oversized
role in influencing the county's economy and unfairly subsidizes industries to be more
competitive and encourage full-employment. Chinese state-owned enterprises (SOESs)
have also been complicit in the outright theft of intellectual property.” Since 1995, 840
anti-dumping measures have been levied by domestic governments against Chinese
exports. This is more than 25% of all anti-dumping measures initiated globally over this
period and nearly four times more than South Korea, the next worst violator of anti-
dumping rules."

Steelworkers have borne the brunt of China’s unfair trading practices. In steel,
Chinese over-production, itself a result of state-led direction and policies meant to drive
China’s overheated economy to full employment, has depressed prices globally. But

China continues to build its productive capacity in steel and other sectors and illegally
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dumps these products in other markets, including Canada. China currently has more

than 400 million metric tons of steel making capacity—nearly 40 times the size of the
Canadian steel industry—and Chinese steel producers are offered a variety of export
incentives by the government to dump that steel into North America." As a result,
dumping has displaced Canadian steel in the crucial NAFTA market and Canadian steel
exports to the US have decreased by 16% since 2008, representing a total loss to
producers of $966 million." Opening Canadian steel markets further to China’s state-led
exporters will only further decimate what is left of the Canadian steel sector as well as
other important industries, including aluminum, paper, glass, and auto parts.”

In spite of all this, China boldly asserts that it should be granted market economy
status by all of its trading partners. In free trade discussions with Australia in 2005,
China required that Australia recognize it as a Market Economy as a pre-condition to
initiating formal negotiations. In nearly every trade agreement to which China is a party,
the recognition of China’s alleged Market Economy Status (MES) has been established
as a pre-condition to formal negotiations. We are concerned that China will make similar
demands of Canada.

There is simply no evidentiary support to conclude that China qualifies as a
“‘market economy.” Awarding China MES would grant it the same market status as the
US, EU and Canada when it comes to anti-dumping investigations at the WTO. Such a
determination would ensure that Canadian trade remedies would be far less effective at

counter-balancing the injuries to Canadian industries caused by China’s unfair trade
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practices. Since China’s input prices are artificially low, dumping margins under “market

economy” rules would be effectively reduced to zero or close to zero."

The harm to the NAFTA steel industries and economies, including Canada,
would be significant.”" The USW therefore urges the government to continue to treat
China as a non-market economy until such time as China can demonstrate that its
economy is operating in manner consistent with market principles. Only then should
Canada consider negotiating a free trade agreement with China.

We are also concerned that a free trade agreement with China will accelerate the
ongoing decline in Canadian manufacturing. Since 2000, Canada has lost 547,000
manufacturing jobs and real hourly wages in manufacturing have grown by just 6.8%, or
under 0.5% per year. ltis true that the trade deficit with China is not the only reason for
the manufacturing crisis, although it is a major one.” Canada currently runs a large
bilateral trade deficit with China of $44 billion in 2016. Of this, exports amounted to
$20.1 billion, and were overwhelmingly composed of resources and raw materials.
Imports from China, on the other hand, consisted almost entirely of manufactured goods
and amounted to $64.3 billion. Canada has also lost a significant share of the huge US
market for manufactured goods to China. Between 2002 and 2016, the China share of
all United States merchandise imports rose from 11% to 21%, while the Canadian share
fell from 18% to 13%.*

While Canada continues to push trade liberalization, China pursues activist state
policies to protect and develop its value-added sectors. China recently launched a

"China Manufacturing 2025” development plan, characterized by profit-led state
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investment, active industrial policy and export discipline. The policy will focus on

developing advanced manufacturing sectors alongside complimentary producer
services, service oriented manufacturing and green technology. As Kozul-Wright and
Poon write, "China appears poised to boost investment significantly in a range of new
and advanced technology in strategic sectors, while retaining equity stakes as they are
developed and commercialized.”™ Many of the sectors China plans to develop are the
very same industries that some Canadian trade boosters have identified as in Canada’s
value-added competitive advantage, such as aerospace and aviation equipment,
agricultural technology and services.™

Canada’s experience under the recently negotiated Canada-South Korea FTA is
instructive in this regard, since both China and South Korea maintain active industrial
policies relative to Canada. Under the Canada-South Korea FTA, Korean merchandise
exports to Canada have grown by 47% since January 1, 2015. In contrast, Canadian
exports to Korea have grown by just 5%, reflecting an increase in Canada’s trade deficit
with South Korea to $6.3 billion at the end of 2016. In fact, South Korea has shipped an
additional $3.2 billion worth of manufactured goods into Canada since the deal came
into force, while Canada has exported back only $200 million. Given these conditions,
we fear that an FTA with China will further entrench Canada’s over-reliance on the
export of primary commodities to the detriment of our value-added manufacturing base.

On investment, the USW also has several areas of concern. First, we fear that
the government has already conceded considerable ground to Chinese investors,

particularly SOEs. The Canada-China Foreign Investment Promotion and Protection
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Agreement (FIPA), for instance, made considerable concessions on labour and

environmental standards, and delivered little of benefit to Canadian investors in China.
In fact, many of China’s corporations, most notably in its financial and
telecommunications sectors, are considered off limits to foreign investment.

Second, we are concerned by the Canadian government’s apparent willingness
to relax export controls on high-technology to China and to end national-security tests
for foreign takeovers by Chinese companies, including SOEs.*” The current Liberal
government has already committed, unilaterally, to reduce the frequency of "net benefit"
tests with respect to foreign investment in Canadian enterprises or infrastructure. This
year, the government increased the threshold for review of foreign investment in
Canadian firms from $600m to $1b.*” Recent takeovers of Canadian companies by firms
linked to the Chinese state, including Anbang's purchase of a B.C.-based retirement
home chain and the recent reversal of a divestment order issued by the previous
government to a company that bought a Quebec firm with military-grade technology,
exacerbate our concerns in this area.

The Chinese negotiating position on such issues has been boldly stated by
Chinese Ambassador Lu Shaye, who states that “all enterprises should be treated
equally ... No matter if they are state-owned enterprises or private enterprises, they are
equal. They are both Chinese enterprises.” We are not convinced. State-owned
enterprises are known to act in the interests of Beijing and have been accused stealing
foreign technology. A November 2016 security review report to the U.S. Congress

concluded, for example, that President Xi Jinping has expanded China’s control over
6



UNITED STEELWORKERS

Ken Neumann

Q National Director/ Directeur national

METALLOS
state-owned firms and exerted influence over private companies to ensure they promote

state goals. The report further suggested that the United States must guard against
“Chinese companies’ record acquisition of U.S. assets, in particular, their drive to
acquire U.S. technology firms.” Moreover, the report notes, China continues to steal
technology through cyber-espionage.*"

Finally, we fear enhanced labour mobility provisions as part of negotiations
towards an FTA with China. China has made it clear that the right to bring Chinese
workers to work on Chinese-financed investments is a top priority.*"" We can look to
Australia for a sample of what China will likely demand in negotiations with Canada.
Chapter 10 of the China-Australia FTA removes the requirement of local labour market
testing for temporary skilled workers from China and a further side letter removes skills
assessment for several trades occupations without a clear means of assessing whether
Australian certifications and/or standards will be met. Most troubling however, is the
language governing Investment Facilitation Arrangements (IFAs), which enables
Chinese investment projects meeting the low threshold of $150A million to bypass local
workforces and employ unlimited numbers of temporary workers with no clear means of
skills assessments or monitoring of wages and working conditions.™

The problems of Canada’s Temporary Foreign Worker Program and International
Mobility Program are already well-documented. But China’s interest in labour mobility
goes further. It is fundamental to a Chinese model of globalization that hinges on the

importation of low cost Chinese labour to staff infrastructure projects overseas. Even if

the appropriate domestic legal frameworks were developed to prevent exploitation
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under such programs, we believe it unlikely that Chinese migrant workers, particularly

those employed by state-linked enterprises, will risk filing complaints and it is doubtful
that exploitation will be uncovered by the authorities. Chinese demands for labour
mobility provisions that increase the ability of Chinese workers to access the Canadian
labour market without sufficient regard for the necessary regulatory framework to
protect these workers from exploitation or to safeguard Canadian job opportunities,
wages and conditions must be rejected by Canadian negotiators.

The Liberal government has proudly proclaimed, but not clearly articulated, its
“progressive trade” agenda. In a recent April 28 interview, Trade Minister Francoise-
Philippe Champagne asserted Canada would pursue chapters on labour rights,
environment and gender rights with China as part of the Liberal government’s

“progressive trade agenda”:

Well we are making steady progress, but | would say we have put on the table that what Canada
wants is a modern, comprehensive agreement, and | think the Chinese side understands that. We
said we want to have a chapter on labour. We want to have a chapter on the environment, on
gender equality, but that's why they want to deal with Canada. Canada's progressive trade agenda
is resonating around the world. That's what we're pushing forward.

The USW agrees that governments can and must use trade negotiations as a
means to press developing countries on embrace Canadian values, including
environmental protections, rule of law, human rights, and labour rights. We agree that
Canada cannot be too willing to compromise our own values in order to achieve an FTA
with China. However, given China’s bargaining power, and interest as authoritarian
economy driven by state-interests, we fear that in order to reach an FTA with China

Canada must inevitably compromise its “progressive” values. As we have discussed,
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China is not just any developing country and, in these negotiations, it is Canada which

is the smaller partner. It is worth noting that the recently ratified China-Australia FTA
(ChAFTA) contains no chapters on labour rights or environmental commitments, no
commitment not to reduce labour or environmental standards, and no commitment to
implement internationally recognized ILO fundamental labour rights.™

Surveys show that a majority of Canadians want Ottawa to link human rights to
potential talks toward a free-trade deal with China, and for good reason.™ In China,
sweeping national security laws and regulations continue to be drafted and enacted,
giving greater powers to the authorities to silence dissent, restrict or censor information
and harass and prosecute human rights defenders.™ The enforcement of these laws
combined with weak domestic intuitions creates systemic problems in the criminal
justice system, which has resulted in widespread torture, other ill-treatment and unfair
trials. Human rights advocates also point to China's network of approximately 909
forced labour camps, as a particularly egregious instance of China’s human rights
transgressions. These Laogai currently contain between 3 and 5 million prisoners and
are widely considered to have violated several provisions of the Universal Declaration of
Human Rights.*"

China, a founding member of the ILO, has ratified only four of eight core
conventions and two of four governance conventions. China has refused to
compromise on freedom of association and collective bargaining, which is one of the
four fundamental rights outlined in the 1998 Declaration on Fundamental Principles and

Rights at Work ("1998 Declaration"). Although China has signed the 1998 Declaration,
9



UNITED STEELWORKERS

Ken Neumann

@ National Director/ Directeur national

METALLOS
which states that all member states have an obligation "to promote and realize" the four

fundamental rights, it nonetheless continues to maintain that it is not bound by the
conventions it has not ratified. "

In fact, China’s export led growth model is built on the systematic denial of
fundamental worker rights including freedom of association, the right to collective
bargaining and the right to strike. The All-China Federation of Trade Unions (ACFTU) is
the only legal trade union in China and the majority of local officials in ACFTU are
appointed by the Central government. The ACFTU does not support strike action and
critics say that it fails to assist worker in disputes that arise with employers. Strikes,
when they do occur, are most often wild-cats (walk-outs), which are met with brutal and
sometimes lethal force by police.

Since coming to power in 2012, President Xi Jinping responded to challenges to
the ruling Communist Party by systematically repressing protests, dismantling labor
rights organizations and imprisoning activists. Local governments have also cracked
down on labour activists helping workers win payment of back wages and unpaid
benefits in disputes against employers. The International Trade Union Confederation
(ITUC) has reported that at one factory last year, approximately 50 labour activists were
detained by authorities, seven were criminally charged and four of those were
sentenced. According to the ITUC, the charges were intended to intimidate the activists
and, by extension, the workers and worker organizations they supported. ™"

In spite of this record, Chinese officials have made it known that China will not

entertain discussions of human rights as part of trade negotiations with Canada. Mr. Lu
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Shaye, Chinese Ambassador to Canada has said China would find it “difficult” to

negotiate a far-reaching free-trade deal if Ottawa linked human rights to the exploratory
trade talks and that he would not want Canada to use human rights as a “bargaining
chip”. " Unfortunately, it appears that the Canadian government has already conceded
on this position. Canadian Ambassador John McCallum, for instance, agreed with his
Chinese counterpart in an interview with The Globe and Mail, saying that trade talks
may touch on environment and labour issues, but that “it's not clear to me that human
rights, per se, are part of a free-trade agreement."""

Instead, Ambassador McCallum has suggested that Canada "can walk and
chew gum at the same time" and that Canada can pursue economic expansion while
holding the line on values issues.™" We are not convinced. As the smaller partner,
furthering economic integration with China may actually weaken Canada’s ability to
make independent political decisions in relation to Chinese human rights issues if
Canadian politicians and policy makers are reticent to risk harming trade and economic
relations with China. *™ This was seen to be the case in New Zealand’s FTA
negotiations with China.”** Similarly, when Australia in response to domestic political
pressure recently abandoned implementation of their controversial extradition treaty
with China, Chinese officials were quick to respond by stating that the bill could hurt
trade and other bilateral relations.* The USW therefore does not agree that progress
towards achieving an FTA with China will necessarily have a positive effect on

Canada’s future ability to make independent decisions on human rights issues vis-a-vis

China.
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Furthermore, as Ed Broadbent recently noted, human rights violations

concerning China’s lack of labour rights enforcement provide Chinese companies with a
disturbing trade advantage, especially in relation to manufacturing and other labour
intensive industries. " Negotiating an FTA with China would, in effect, reward violations
of labour rights by granting preferential market access to Canadian markets. It would set
a precedent for other trade negotiations and limit Canada’s ability to negotiate binding
human rights commitments into future agreements with developing countries.

Finally, we have great concerns regarding Canada’s ability to negotiate a
meaningful environmental chapter into a trade agreement with China. While China is
making significant investment in renewal energy and clean tech, China’s record on
environmental protection leaves much to be desired. One tonne of steel made in China
and imported to Canada has a carbon footprint that is close to 3 times the carbon
footprint of a similar tonne of steel made in Canada. As Canadian governments move to
implement carbon pricing regimes, we have great concerns that a Canadian carbon
price will put Canadian industry at a severe disadvantage when compared to energy
intensive high GHG Chinese industry. The only way to remedy this imbalance would be
to impose carbon border adjustments on imported Chinese goods, a measure which
would seem at odds with a free trade regime.

In conclusion, the USW does not support a free-trade agreement with China at
this time. Neither side, in our view, is in a position to negotiate a truly “progressive”
trade agreement that will benefit Canadian workers. On the one hand, China’s state-led

development model and authoritarian governance regime has and will continue to come
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into conflict with Canadian interests and values. On the other hand, Canada’s trade

with China is already both quantitatively and qualitatively unbalanced. We see little
evidence to suggest that a traditional FTA with China will do anything to resolve that.
We urge the government to shake itself free of the decades-old Team Canada
trade mission approach. As we wrote in our submission to the House of Commons
Standing Committee on Industry, Science and Technology’s Study on Canada’s
Manufacturing Sector last year, the USW firmly believes that trade policy and
manufacturing/industrial policy must be approached as one comprehensive economic
policy challenge. We believe that, in large part, Canada’s focus on unsustainable
commodity exports and the lack of a comprehensive industrial strategy are the result of
an ideologically driven, rather than evidence driven, international trade agenda. What
we have seen from the government to date does little to make us believe that Canada’s
trade strategy is anything more than trade liberalization for liberalizations’ sake, with no
coherent strategy for manufacturing, steel or any other strategically important sector.
We hope that the government will take a patient, measured approach to
furthering its trade agenda. Before moving forward on any trade negotiation, including
with China, we urge the government to conduct a balanced, honest and comprehensive
feasibility study which includes not just growth estimates, but also sectoral and
distributional projections as well as human rights, labour and environmental impact
assessments. Finally, we call on the government to clearly detail the specific
components, principles and provisions which make up what it has called its “progressive

trade agenda.” In that way, Canadians will be able to participate more fully in the policy
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process and our trading partners may have a clear understanding of where Canadians

really stand on these important policy issues.
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