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Canada and abroad. We are pleased to publish this set of papers and com-
mentaries because they contribute significantly to this debate.
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ization from Ottawa and much better federal-provincial coordination. The
second more radical model laid out a system where a great deal would be
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Challenges to Federalism.
Territory, Function, and
Power in a Globalizing

Wodl

MICHAEL KEATING

FEDERALISM AND (GLOBALIZATION

The federal principle as a mechanism for dividing and sharing power has
never been so widely applied as at present. Yet changes in the role of the
state, in the international arena, and in the relationship between state and
economy, along with the growing complexity of government, bring into
_____guestion traditional models of federalism. The relation between territory and
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Federal States in 1997
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14 Michael Keating

individualization of social relations and weakening of collective institutions
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THE New TERRITORIAL POLITICS

Four features in particular characterize the new territorial politics: competi-
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petences in all matters under their purview. The European Union has intro-
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26 Michael Keating

A fourth issue concerns the “democratic deficit.” Federalism and regional
devolution have been promoted partly as a means of bringing government
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i constitutional forms tend to lag behind functional realities. Governing insti-
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in an age before language was the primary badge of social identity.
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29 Comment: Ronald L. Watts
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31 Comment: Ronald I.. Watts

result of these multiple tiers is increased complexity. Another aspect of the
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32 Comment: Ronald L. Waits

tionally decentralized unions, federations, confederations, federacies, asso-
ciated states, and joint functional anthorities.? Furthermore, within each of
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Efficiency, Reliability, or
Innovation? Managing
Overlap and
Interdependence in
Canada’s Federal System
of Governance

EVERT A. LINDQUIST

INTRODUCTION !
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monization of environmental protection and regulations, to improve support
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38 Evert A. Lindquist

administration and governance, the presence of overlap and duplication is
. reeylarlv viewed in negative terms and cast as dysfunctional. From the ear-
liest days of the public administration literature, the goal of reformers has
been to achieve the most “efficient” administrative arrangements and to
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* Developing new niches. Governments are driven, whether through

political opportunism or public demands, to identify and respond to
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the day; they believe that governments should be evaluated and held to
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!

health delivery systems was about to accelerate dramatically, and the feder-
al government would reduce support to the provinces.
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46 Evert A. Lindquist

health systems which include such services as home care, long term care, reha-
bilitation, and pharmaceutical programs, are provided by provincial/ten'itorial
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able indeed, and liberate scare funds for other health services.
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“reliability” and access to high-quality care is to be guaranteed by Canadian
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med1cal and hosp1tal-based model and emerged out of a cooperative process
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Environmental Protection and Assessment:
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ments. In April 1997, the Canadian Food Inspection Agency was established

by the federal govemment as part of an overhaul of the national regulatory
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62 Evert A. Lindquist

responsibilities in each field. For all the rhetoric about reducing overlap,
and without trivializing the efforts to reduce overlap through ex ante or ex
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between governments would help field officials to more easily anticipate,
adjust, and innovate with programs.




64_Fvert A, Lindauist

resource efforts in a given policy domain, and the complexities of the prob-
lems and administrative systems at hand. This creates a golden opportunity
_ . e . s v e e e ,
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inevitably find themselves contending with overlap and managing interde-
* pendence as their predecessors have done. Better information and the adroit
use of language will not bring an end to opportumsm by political leaders, for
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69 Comment: J. Peter Meekison

COMMENTS ON
EVERT LINDQUIST’S PAPER
I. PETER MEEKISON

This is a thought- ~provoking paper which looks at the practice of federalism.
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70 Comment: J. Peter Meekison

sive case law on this subject. Such debates over jurisdiction also conjure up
images of watertight compartments. From the perspective of an intergov-
ernmental negotiation, that is a realistic place to start a dialogue.
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72 Comment: J. Peter Meekison

its profile is much greater. A potential difficulty with the latter is that if the
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conflict may have been sown.
REGULATION
Lindquist’s other two case studies, environmental harmonization and the

Canadian Food Inspection Agency, are equally informative, but their impor-
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Paying for ACCESS:
Province by Province

PAUL BOOTHE
AND
DEREK HERMANUTZ

1. INTRODUCTION

Over the past decade the fiscal structure of the Canadian federation has
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79 Paying for ACCESS

revenue are recelved almost excluswely by provm(:lai governments. Net
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a) Local programs. Examples include health, education, social services,
training, and infrastructure.
b) Provincial debt service.
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government to the provinces. This is the net result of shifting $12.3 billion
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93 Paying for ACCESS

2 For example, see the discussion in Hobson and St-Hilaire, 1994.

3 The paper was subsequently published in a 1996 issue of Canadian
Business Economics.

4 The proposal was the subject of a 1996 conference and panel sessions and

presentations at the 1997 Learned Societies’ meetings in St. John’s,
Newfoundland.
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94 Comment: Harvey Lazar

COMMENTS ON PAUL BOOTHE AND
DEREK HERMANUTZ’S PAPER
HARVEY LAZAR
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Decentralization in Health
Policy: Comments on the

ACCESS Proposals

ANTONIA MAIONI

the debate over decentralization. It is least controversial in the lofty sense
that, according to the mantra of values and * 1dent1ty Canadlans share an

'\._.d -

tgﬁ
_



98 Antonia Maioni

orn_‘tasr-—r“ =




99 Decentralization in Health Policy

ters, including hospitals (section 92.7) and Jocal and private matters (section
92.16). There are two reasons why these powers were allocated to the
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100 Antonia Maioni

social-democratic government in Saskatchewan. By insisting on these con-
ditions, and on the portablhty of beneﬂts for all Canadians, the federal gov-
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101 Decentralization in Health Policy

provinces still abide by the conditions of the CHA. The coup de grilce in this
regard was the 1995 federal budget which announced that funding for

provincial health systems would be amalgamaied into a super-grant, the
vt el CegielTueofer ey spbich wonld syhstaotiaily

f then froze, then cut EPF transfers while at the same time insisting that the
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strated the intention to take a leadership role in social policy renewal, a
process that would involve further decentralization in health policy. The
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110 Antonia Maioni

unilateral federal decisions about the CHA are contrary to the spirit of provin-
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113 Decentralization in Health Policy

will have to retire gracefully from the health policy field; (2) since the social
union can only work with a convention among its members, the provinces
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and by setting the boundaries of subsequent health reform. The existence

™ |‘r .uir:-_ L':r"‘ . !,..._ “i o

[ =]

"

w =
||‘j

bl 3T e - o= T e dvxrio1 L




E, . -_j},r:‘*_:
‘iﬁtar
A'—
1 LF L'n E—

[3

i _ )
I
|
i
o
4 .

Noae




116 Antonia Maioni

Fw-!- o Mde. éiii i' ..:.1 i ?J’ , 1

_

B
S
L]

;
.

I I
) E
E

[

L

=i S —————————————————————————————————
F




K
]
4
3
¢
1
]
A
1
*
4
)
N

-I;.‘,‘J

N




. ‘.'_‘,'. .

TS g

S
-y 3




119 Decentralization in Health Policy

I ——
g
il *

-

|

T .
z .

.

y - e e R cockei H'nu*i.igf_-i_ﬁo}\ L
l




120 Antonia Majoni

*

i
L&_ e

1

1

: l

i 1'
F3

i ‘A‘n:!-p' ix‘.;vg . ,:




121 Decentralization in Health Policy

CONCLUSION
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122 Comment: John Richards

COMMENTS ON
ANTONIA MATONI'S PAPER
JOHN RICHARDS

_ [ o) PPN 6 D o RIS, | SR Ippin, LU SRR, DU
F L




123 Comment: John Richards




124 Comment: John Richards

e e e L S P v AL




125 Comment: John Richards

take processes of creative destruction to adapt social programs to changing
conditions and new knowledge.
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secedes from Canada, in which gase a.1| gogial_pglicv coordination between
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The PIT and the
Pendulum:

Reflections on Ontario’s
Proposal to Mount

Its Own Personal Income
Tax System

THOMAS J. COURCHENE

1. INTRODUCTION

a nf thic nanar 1o in hirn $a daameasd Mefeaia®a anmece o ca il
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the current PIT system, to elaborate on the key features of the PIT status quo,
to focus on the pros and cons of a separate Ontario PIT, to present a range of
federal alternatives fo the status quo (and in particular to focus on the possi-
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Ontario’s PIT proposal once again languished.
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133 The PIT and the Pendulum

income tax purposes. And Ontario would no longer be bound by the exist-
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Table 1
A Schematic Approach to the Shared PIT

‘ 135 The PIT and the Pendulum
%
| (Ontario)

|
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1. Definition of income e.g., employment income, federal
capital gains, investment
income, etc.

equals “total income”

less:

CPP) union dues, aitmony,
capital losses

equals “taxable income”
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. __________________________________________
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! percent federal rates, respectively. This does not result in special treatment
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141 The PIT and the Pendulum

Column 1 of Table 2 presents the range of tax credits by province. British
Columbia heads the list with nine tax credits, with Nova Scotia and
Saskatchewan tied for second with seven each., Note that these tax credit
data refer to calendar year 1995. In 1996, Oniario had seven tax credits —
labour-sponsored mvestment fund tax credlt an employee ownerslnp tax
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é Two further comments are in order here. The first is that this tax-on-base
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the nrovineees wonld no lonoer he levvine their tax on federal taxes.
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nizes that Ontario, or other provinces, could be forced into the position of
designing and implementing their own PITs in the event that unilateral fed-
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4. ARE THERE NEW RATIONALES
FOR AN ONTARIO PIT?

Tables 3 and 4 focused on the benefits and costs, respectively, of an Ontario
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The second and related point is that Ottawa has altered the stabilization
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change in Ontario’s welfare system, CAP payments to Ontario in the 1990s
recession would have been well in excess of actual CAP payments under the
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from Ontario’s welfare enrichment.
With the advent of the CHST in the 1995 federal budget Ottawa block—
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By way of summary to this point, the federal government has clearly
ﬂ?mirﬂﬂaﬂr-ﬂ--i—tm salrlinvien mla The Ave T 1 i—
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mal stabilization program and the former cap on CAP. The operations of the
overall fiscal system still retain a stabilization role. For example, if federal
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value of CHST entitlements.
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the world (predominantly to the U.S.) now accountmg for 45 percent of
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5. AN ONTARIO PIT AS BARGAINING
STRATEGY

As Courchene and Telmer (1998) point out, from the Peterson Liberals
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unusual step of commissioning Informetrica Inc. to document the compara-

S.E_ﬁ-ﬁ-?‘;.ﬁ*-- el = “ﬁI , Fﬂ ;,gi;F * - ‘

_

—

H —i“—l‘ o, L a

I —

y |
T
!

.
L

mﬁT—E—

-—

i

, i
;—
i




r7o Thomas J. Courchene

o

S
‘!
4

-

QNTARIO PIT

LT - R R _ - H Forif. o i Tha
b e i L, |~ T

Y —




171 The PIT and the Pendulum

- iﬁ}m%m —————

-k

5 = = T
i ey




r7z2 Thomas J. Courchene

Cireat T akeg gtates wonld pot fall ingo this iayaﬁ_disgnimigaﬁon’_’ calegory.

} ) [ 13

~ Courchene and Telmer in From Heartland to North American Region State
(1998) argue that as a result of increasing north-south integration, federal
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Ontario Taxpayers and a PIT

B ol i

| N




174 Thomas J. Courchene

compliance costs, since taxpayers will still have to fill out the federal tax
form. Surprisingly, perhaps, this is also the case for collection costs — apart
from some potential federal savings in administering Ontario’s tax credits,
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tion benefits are not taxable. Ottawa could withdraw this privilege.
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the province. Indeed, the Quebec PIT is evolving in a manner consistent with
the federal system. Specifically, Quebec is replacing a variety of family
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Ontario and Quebec. Starting April 1, 1997, Revenue Canada will collect a har-
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make tax policy, but its adminisiration would formally and legally be in the hands
of an arm’s length Agency.

Informed sources indicated that the legislation pursuant to the CCRA pro-
posal would be introduced in Parliament in December of 1997 (although this
has now heen delavedy. Tt now apnears that this Jegislation will be cast to a
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cies which are deemed to be prejudicial to Ontario interests and therefore
should not be magnified by bmdmg the Ontario portion of the PIT.
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provincial flexibility here.

Sccond, all PIT revenues should be collected by the proposed CCRA, struc-
| il ot e a e e T b .
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l our preference would be for the federal government to allow complete
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go a long way to assuage Ontario’s (and other provinces’) articulated con-
cerns with respect to the functioning of the TCA.

addressed by the above five provisions have been major provincial concerns
at least since the 1983 OEC position paper and probably much before this.
The TCA system has not been well served by bilateral federal stonewalling
as various provinces have brought their concerns to the fore. If Ottawa is

serfous about ensuring that the TCA does not unwind, this is the time for it to
.. . . . o thin
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Notes

1 -] a i U'“.-‘ Enn povarnmant incidarc indicata that Treacurer

Floyd Laughren was seriously considering a similar proposal, either in
its own right or to exert pressure on Ottawa to allow Ontario {o levy a
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The Pros

1 agree with Courchene that its own PIT would help Ontario integrate its
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school-training-work transitions. I have trouble, however, with the argu-
ment that its own PIT would help Ontario much in copmg w1th Ottawa’s dis-
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First, interprovincial tax competition is not all bad. Sales taxes that vary
among provinces are an accepted part of Canada’s economic landscape.
L : .
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Ottawa over other issues. What might we look for when the bargaining
begins?

The Tax Collection Agreements
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their different (and changmg) redistributive preferences. It might allow lim-
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Employment Insurance
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Certainly one of the main impressions conveyed in this paper — one that

is rather astomshing for those who come from other provinces — is that
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of what can only be described as the dysfunctlonal state of our federal sys-
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whole range of i 1ssues mc]uding the d1v151011 of tax room between the fed-
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Contemporary Debate on
the Canadian Welfare State

ALAIN NOEL
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Canada. It would exist as a problem were Canada all French or all British.
Frank R, Scotf, 1951"

There is a general agreement, in the literature and in political debates on fed-
eralism and on the welfare state, around the idea that the movement towards
decentralization tends to accompany and to favour conservative, less gener-
ous policy orientations, whereas centralization is more likely to be associated
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emments; progressive arguments pnvﬂege the commumty and promote
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This argument seems particularly powerful because it evokes systemic
pressures, at play regardless of the actors’ intentions. As such, it is akin to
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Social Forces Arguments
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relationship between centralization or decentralization and business, or
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L: the actual results achieved” (Howse, 1996: 12). But this is not the end of the
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ments are also Canadian governments.
A third institutional argument claims that redistribution works best when
itis h1dden “In comparison to the political certa.mty of the transfers hidden
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ization plus equa.hzatlon would be a mgh-nsk strategy for poorcr regmns
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Philosophical Arguments

A final set of progressive arguments against decentralization contends that a
hrpader moraienlusie adicrilyiicn Imengemept U tgnsically sneerigr
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This understanding of the role of the state is still very
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state. The idea is to use the state as a lever to empower persons and com-
; Fanlate a o Loe A o 3o o - L Y

Y-

e
process.

. e Lyoo Fego e P ada. S







216 Alain Noél

becomes an amorphous sum of 1nd1v1dua1s holding no values or pnncnples
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In Canada, federal programs had this procedural, individualistic charac-
ter: they “addressed Canadians as individuals more than as members of
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finds that while high-benefit states seermn influenced negatively by bene-
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220 Comment: Stephen Brooks

tive in terms of either the motives of those who support it, or its distribu-
tional consequences, or both. As Alain No#l observes, the evidence adduced
in support of this proposition takes several forms and comes from corners of
the intellectual map as different as philosophy and economics. To challenge
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a mission with lttle hope of success.
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the Canadian critics of decentralism cling to this claim?
THE FRAGILITY OF NATIONAL UNITY

Never far from the surface of debates on decentralization in Canada is the
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t

is needed not only to maintain any semblance of a compassionate social pol-
icy, but also to preserve the unity of the country. Challenged to identify the
core values that characterize Canadian society, defenders of centralism will

S e e e oy e

L

bonds of national unity that have been forged through what Richard Simeon

. (1954) describes as the Social Coantract of post-World War II Canada.
This begs the question. Is the unity of English Canada really such a frag-
ile plant? Has it been constructed on a foundatlon of Ottawa’s spendmg

Philip Resnick (1984: 38) calls the “organization of our civic consciousness”
in the realm of culture? And will our social capital run down, and the sur-
vival of dlstmctlvely Canadian values be 1mpenlied by a diminished feder-
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