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 Canada-US relations
 FTA: A Turning Point or Selling Out?
 nationalism vs continentalism 
 Inconsistencies & contradictions of the 

free trade debate and public opinion 
 Election of 1988 ***



 Mulroney won the election in 1984 by a landslide
 Very pro-American, promised to “restore” relations
 Canada-US relations dominated Mulroney’s foreign 

policy >> determined to be America’s best friend 
 Realities of Canada’s international relations >> US was a 

major trading partner and foreign investor in Canada & 
an important ally (Cold War)

 Canadian economy not doing well 
 US was becoming increasingly protectionist 



 Mulroney best remembered for the FTA
 But free trade = long history of contentious 

debates in Canada since the abrogation of the 
reciprocity treaty in 1866 (ie, 1891, 1911, 1948)

 ALWAYS politically sensitive (fear of annexation)
 Traditionally the Liberals favoured free trade w/ 

the U.S. >> but pragmatism tends to prevail 
 1948: Mackenzie King >> free trade might 

jeopardize Canadian identity/autonomy







 Signed in 1965, sectoral free trade 
 Designed to address the automobile industry
 In current dollars, Canadian export to the US 

for automobiles:$100 million(‘64) -> $17.5 
billion (’83) >> HUGE success

 In the 1980s, 24% of Canada’s total exports 
concentrated in Ontario (auto industry) 

 1982: 70% of Canadian export to the U.S. 



 At a critical turning point, Canada was 
increasingly isolated, a market of 27 million 
people compared to hundreds of millions in 
the U.S., Europe, or East Asia

 Trade blocs were becoming fashionable >> 
Canada in need of partners

 Ronald Reagan: spoke of a “North American 
Accord” (including Mexico)

 Mulroney: “Canadian of American dreams” in 
the midst of various political scandals 



 Paradoxically, the weaker Mulroney’s political 
position at home appeared to be, the more 
willing Americans were inclined to help him

 On a visit by Mulroney in Feb 86: Reagan 
wrote, “He’s had some bad times and we will 
need to send him home with some good 
news for his people.” (applied to acid rain but 
relevant for the remainder of their 
relationship)



 Europe: 1957 Common Market
 Great Britain finally joined in 1973
 End of imperial preference
 The European Common Market had a common 

agricultural policy (CAP) >> a single market!
 Effectively shut down European market for 

Canada (French system of high tariff)
 Economic AND political arrangement for 

European unity (inward-looking) >> worrisome 
for Canadian producers & businesses 



 Kennedy Rounds in the 1960s attempted to 
liberalize international trade

 GATT rounds lasted for years but did very little for 
the North American trade relations with the 
European market

 United States ran persistent trade deficits in the 
1970s >> turned inward & rise in protectionism

 Canadians began to dream of a larger market, even 
if it meant more competition

 Failure of the Third Option -> Civil servants anxious 
to try something new  



• Royal Commission on the Economic Union and 
Development Prospects for Canada 

• Appointed by Trudeau 1982

• Presented to Mulroney in 1984

• Chair: Donald Macdonald (Finance) 

• Mandate: to examine the future economic 
prospects of the country and the 
effectiveness of its political institutions

• 12 people on the commission (diverse rep)



 Immediate catalyst: Recession of 1981-82
 But also performance of the general Canadian 

economy, which had been marked by 
inflation, unemployment, low-productivity 
growth and difficult labour relations

 Concerns about Canada’s political process, 
which seemed increasingly incapable of 
generating effective policy responses to 
economic and social problems.



 2 rounds of public hearings across the country & a 
major research program. 

 The 3-volume report released in September of 1985 
& supported by 72 research volumes. 

 Key findings:
1) Flexible economy that reflects international 

trends and new tech >> Greater reliance on 
market mechanisms & a FREE TRADE agreement 
with the US! 

2) Reforms to the WELFARE STATE for economic 
efficiency and social equity 

3) Adoption of an elected Senate to better reflect 
diversity 



“The day of the apologetic Canadian is
gone and if we were to go head-to-head with 
the U.S. Free Trade, it would be a leap of 
faith which is necessary for the future of the 
Canadian economy.”
green-light for free trade agreements
music to Mulroney’s ears 



 Mulroney was not doing well in the first term >> 
plagued by scandals & corruption charges 

 Mulroney once dismissed the free trade (84)
 Laurier: free trade = a political graveyard
 But M realized that free trade was now politically 

popular and potentially feasible 
 Mulroney to Reagan: “Since we are each other’s 

largest trading partners by far, we clearly need the 
benefit of greater predictability in our trade relations 
so that productive investment can be made in 
confidence as to the future.”



 Opinion polls in 1984 showed that 78% of 
Canadians were in favour of free trade with the 
United States. 

 Canadian Manufacturers’ Association, long the 
mainstay of central Canadian protectionism, was 
by 1984 a cautious voice favouring bilateral free 
trade. 

 Economists and corporate elites were in favour of 
the free trade idea both practically and 
theoretically. 



 ‘85: Washington is also receptive to Mulroney 
(remember the Shamrock summit and the 
Declaration on Trade in Goods and Services)

 Mulroney proposed to Reagan: “the broadest 
possible package of mutually beneficial 
reductions in barriers to trade in goods and 
services”

 May 1986: Canada and the US began negotiations 
for a bilateral free trade arrangement. 



 Difficult process >> Canada is 
asking for it and hence a great 
disparity in efforts

 Time constraint under American 
trade legislation

 The Congress must ratify any 
trade deal 

 An agreement had to be 
reached by early October 1987 
(or free trade project would fail)



 Simon Reisman appointed 
from the Canadian side  a 
high-profile negotiator with 
international reputation 
(hundreds of staff)

 On the American side: a junior 
officer assigned to lead the 
team (Peter Murphy) who was 
in his 30s, very junior and 
Reisman found him irritating 
& incompetent 

Simon Reisman, 
chief negotiator for 
Canada during the 

free trade talks



 Derek Burney on the Canadian side
 James Baker on the American side 
 When the agreement was signed by 

Mulroney and Reagan on 2 January 1988, it 
was a cumulated result of “five years, a royal 
commission, task forces, a full-fledged 
negotiating team, a bevy of lawyers, crisis 
management galore, false starts, dashed 
hopes, courage, vision, and dedication.”



 Fought over the issue of 
free trade

 John Turner appealed to 
nationalist sentiments (the 
giant US & tiny Canada)

 Mulroney had politics on his 
side, certainty of a treaty, 
appeal to hope and change





 video (CBC)
 Turner: “You have sold us out”
 Mulroney: "It's pretty clear that the only job 

John Turner is interested in protecting is his 
own.“

 The Canadian business community (Canadian 
Alliance for Free Trade and Job Opportunities), 
provided support to the Conservatives. 

 More than $1 million was poured into an 
advertising campaign in support of free trade



 On election day, 21 November, the 
Conservatives won 169 seats, compared with 
83 for the Liberals and 43 for the New 
Democratic Party

 The free trade deal went ahead, coming into 
effect on the first day of 1989. In the words of 
historian Norman Hillmer, it marked "a final 
recognition of Canada's inevitable destiny 
as a North American nation."



 Subsequently, the US and Mexico announced 
their intention to pursue a trade and 
investment liberalization arrangement. 

 Canada asked to be a party to the 
negotiations. 

 North American Free Trade Agreement 
(NAFTA) was signed and came into effect on 
1 January 1994, creating a huge free trade 
zone of about 370 million people. It extended 
and superseded the Canada-US Agreement 
after which it was modeled.





 Consider the role of public opinion, anti-
Americanism and political leadership in the 
processes leading to the Canada-US Free 
Trade Agreement.

 One journalist argued that Brian Mulroney 
was “too cozy with the Americans, too close 
to business elites, and too ready for 
corruption.” Do you agree? 

 Did we in fact achieve “super relations” with 
the United States under PM Mulroney?



 http://www.theglobeandmail.com/opinion/th
e-great-free-trade-election-of-
1988/article4576124/

 Michael Hart, A Trading Nation 
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