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ABSTRACT

In its examination of bilateral Canada-European Community (EC) relations since 1957, this
dissertation tests two hypotheses: that the Canadian foreign policy process is predominantly
state-led; and that given Canada's relative power capability in the immediate post-Cold War
period (1989-1993), it faced considerable constraints in not only its broader foreign policy
choices but specifically with regard to the EC "pillar" of its European foreign policy
framework. This study's overview of the history of bilateral Canada-EC relations, its analysis
of the Canadian government's interests in the negotiations leading to the 1990 EC-Canada
Transatlantic Declaration and the Canadian response to the Single European Market, highlight
a watershed - starting in 1989 and lasting four years - in Canada's post-Second W orld War
international relations. It was during this period that Ottawa was forced to make a
fundamental reassessment not only of the value of its traditional Atlanticist foreign policy
orientation but also the relative value of the three "pillars”" (NATO, CSCE, and the EC) that
upheld this approach. The dissertation concludes by outlining the choices available to
Canadian decision makers at the end of 1993, as they sought to use Canada's bilateral
relationship with the Community to reconfigure transatlantic economic, political and security
relations.
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PREFACE

I started research on this dissertation in October 1990 and finished writing in September
1994. At the London School of Economics I familiarized myself with the European
Community dimension of the subject matter and explored the utility of various theoretical
frameworks. A generous fellowship from the Canadian Department of Foreign Affairs and
International Trade (DFAIT) enabled me to spend a most fruitful academic year in 1991-92
in the Economic Planning section of the Department's Policy Planning Staff as the first
Norman Robertson Research Fellow. It was here that I found a suitable and rewarding
environment to undertake the research papers that make up the core of this dissertation and to
interview officials who had made and were making Canada's policy towards the European
Community. In the fall of 1992 I was invited to gain another perspective on the decision--
making process by working in the Office of Multilateral Trade Negotiations (OMIN) at
DFAIT, where I examined bilateral Canada-EC relations in the context of Canada's
multilateral trade relations. In 1993 I founded a journal, Canadian Foreign Policy, to bridge
the gap between the academic and foreign policy decision-making communities. During the
1994-95 academic year, based on the research interests covered in this dissertation, I taught a
course on Canadian foreign policy and, another, on the international institutions and foreign
policy of Europe at the Department of Political Science at McGill University in Montreal.

My supervisor, Dr. Michael Hodges at the London School of Economics, was patient
and helpful throughout this process. In the Canadian academic community, I owe debts of
gratitude to the following professors who, over the last four years, have read parts of this
dissertation in the form of articles and monographs: Kim R. Nossal (McMaster University,
Ontario) for conveying to me the subtleties of Canada's foreign policy process; Hans
Michelmann (University of Saskatchewan, Saskatchewan), Charles Pentland (Queen's
University, Ontario), and Panayotis Soldatos (I'Université de Montréal) for their insights as
Canada's few remaining academicians with an interest in Canada-EC relations; and Alexander
Moens (Simon Fraser University, British Columbia) for his helpful comments on the changing
nature of the European defence architecture.

In the Canadian public service, I am especially grateful for the assistance of two
officials: Michael Hart, who was director of the Economic Planning unit on the Policy
Planning Staff during the period of my Fellowship and who was instrumental in giving me
access to senior EAITC officials; Howard Balloch, who was director-general of the Policy
Planning Staff and who, along with Mr. Hart, had created the Fellowship program to permit
junior academics to gain a fuller understanding of the Canadian foreign policy process; and
Dr. John Curtis, a former professor of mine and Senior Advisor at OMTN, who provided me
with helpful points detailing the intersection between Canada's Uruguay Round trade policy
positions and its trade policy concerns vis-a-vis the EC. Finally, I would like to acknowledge
the administrative support provided to me by the Professional Association of Foreign Service
Officers (PAFSO) in 1994-95.
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ASPECT OF RELATIONSHIP
Civilization

Historical Experiences

Political-Economic Systems

Strategic Security

Interdependence

International Trade

CENTRIPETAL FORCES
common Judeo-Christian heritage

wartime and post-war cohesion; ethnic and trade links

pluralist democracies, mixed capitalist, developed economics; mutual
commitment to human rights and good governance around the world

collective self-defence through sister organization, NATO, had equal
stake in the defence of Western democracies against threat from Soviet
Union; the mutuality of interests in managing the emerging, post-Cold
War cooperative security issues such as drug interdiction, terrorism,
refugee flows, environmental security, proliferation of weapons of mass
destruction etc.

because the EC in aggregate represents Canada's second largest trade
partner after the U.S., there are relatively close trade and investment
ties; the fact of two cultures - English and the French - has led to close
political relations with the UK and France; the issuance of the EC-
Canada Transatlantic Declaration has meant closer political links with
the Community; a series of bilateral Mutual Recognition Agreements
and Memoranda of Understanding were completed or under negotiation
on issues such as standards and certification, Science and Technology,
customs, competition policy, and fisheries; Canada and the EC consult
and have common interests on a number of international issues such as
the progress in the rebuilding of the East European economies, Third
World debt alleviation, and sustainable development

common stake in liberal world trade order

TABLE 1: EC-CANADA RELATIONS: TOE BALANCE SHEET

CENTRIFUGAL FORCES
different political cultures

end to post-war cohesion with collapse of communist regimes in
Central and Eastern Europe starting in 1989 and then the Soviet Union;
closing of all Canadian military bases in Germany by 1994; Canada's
"psychic link" with Western Europe eroding as "special relationship"
with the UK grows more tenuous as Canada becomes '"nation of the
Americas" and the UK incrementally begins to define itself more and
more as "European" nation; growing proportion of Canadians of Asian
descent, diluting ethnic tics

EC states more corporatist in outlook; mixed pluralist political-
economic systems allow special interest groups as producers to demand
protectionist action by the state that when taken can disrupt overall tics

the collapse of Soviet Union and the disbanding of the Warsaw Pact
have resulted in the disappearance of a "transcendental, value-driven"
reason for Canada to have an active stake iri European security; the
uncertain missions of NATO and the CSCE - the primary "pillars" in
Canada's European policy framework - in the post-Cold War world are
reducing Canadian influence in European eyes; the European desire to
establish independent Common Security and Defence Policy through
European Security and Defence Identity, the re-invigorated West
European Union, and the Franco-German Corps.

asymmetric economic and political relations, i.e., any changes in
bilateral relations have greater impact on Canada; lack of interest on
both sides - and especially in Washington - to enshrine
interdependence and individual bilateral issues in a broader Canada-EC
free trade agreement or transatlantic treaty to create "Atlantic
Community"; pull of faster growing Asia Pacific region for Canada and
the pull the deepening and widening agenda of the Community

Canada more vulnerable than EC to neo-protectionism; politicization of
EC-U.S. trade conflicts could lead to Canada being "side-swiped";
international regime on investment more important for Canada than the
EC



Bilateral Trade

Bilateral Investment

Domestic Conditions

Leadership

Foreign Policy

EC dependence on Canadian resource exports, especially forestry
products and minerals and metals; Canadian dependence on EC exports
of finished goods

heavy dependence on each other's investment markets, with EC second
largest source of inward foreign direct investment into Canada after the
U.S.; total joint investment stock at end of 1993 exceeded $50 billion

growing interdependence means that domestic conditions such as labour
standards, inter-provincial barriers, social policy, and the environment
have increasing international dimensions

politically strong leaders capable of balancing bilateral relations so that
no one dispute poisons broader relations; the Transatlantic Declaration
provides bilateral political forum, for political resolution to irritants -
such as Atlantic fisheries and plant health issues on Canadian the
Canadian side and environmental practices and beverage appellations on
the EC side

members of numerous multilateral organizations and groupings of states
as ful) members or observers

broad accord on long-term Western goals such as assistance to Central
and Eastern Europe and the states of the former Soviet Union; mutual
sensitivities to the emerging "cooperative security" issues such as illegal
migrations, sustainable development, AIDs, and human rights (to
include women's rights)

Canadian merchandise trade deficit with EC; greater intra-North
American and intra-EC trade and steady erosion of EC as market for
Canadian exports; "EC 1992" will present only niche markets for
certain Canadian industries; creation of pan-European market - to
include ETTA nations through the EEA and the anticipated expansion
of the EC to 16 in 1995 plus the push to the eastern half o f Europe
through "association’ agreement - means Canada may become only
residual supplier to EC market since its export mix is heavily resource-
dependent

barriers to trade in services and investment, especially at the level of
the individual Member States; NAFTA has more extensive investment
provisions that does "EC 1992, indication that height of Canadian
investment occurred by a small number of Canadian MNEs in run-up
to 1992” and that the coming years will sec a steady decrease in
annual Canadian FDI to the EC

the ECs and Canada's respective attentions to domestic economic
downturns characterized by high unemployment rates and, in Canada's
case, a dangerously large national debt and deficit, have meant that
domestic economic issues are superseding "foreign" issues on the
national agenda; on the political side, since the rejection of the Mccch
Lake and Charlottetown accords, Canada is also facing constitutional
turmoil over the question of Quebec

weak leaders susceptible to producer group protection calls; less
capable of providing balance to overall relationship as each side means
less to the other in political and economic terms

changes in the international system from one of bipolarity to
multinodal and increased interdependence complicates bilateral
relations; increased political and economic stature of EC and reduced
U.S. hegemony means Canada may lose ability to "free-ride" on U.S.
interests against Europeans; EC more worried about stability in the
East and Russia than Canada's unique interests within what to the EC
is usually "one" North American "pillar"

trend of EC foreign policy independent of, and conflicting with, U.S.
may mean that Canada will have to choose to side with one or the
other, and, given its increasing economic ties with the U.S. this may
mean that Ottawa's foreign policy is more closely aligned with that of
Washington; lack of mechanism to coordinate foreign policy outside
NATO, NACC, and EC institutional constraints; the TAD may not act
as the best instrument to systematize bilateral relations

Source: Author's observations based on categories used to define EC-U.S. relations as developed by Roy H. Ginsberg. "US-EC Relations." in Juliet Lodge, ed,, The Fjimpeai Community aid the Chrflenge of the Rittire (London: Pinter Publishing Ltd. 19*9), Table 14 I, pp 258-59



CHAPTER ONE
SETTING THE STAGE FOR CANADA-EC RELATIONS

"Small powers always expect more than they . can. get.
_ A.E. Ritchiel

1.1 INTRODUCTION

"Three pillars"lhave supported Canada“s policy framework for
its ‘relations with Europe and its response to European"
intedration, namely; the.North,Atlantic Treaty Organization
:  (NATO), the Conference on Security and Cooperation-invEurope
(CSCEfz,Aand the European_Commnnity (EC), now the European
',Union (EU) 3 Dnring the period from 1985 to 1993, the process.
of 1ntegratlon accelerated markedly and is ev1denced in three
lkey areas of interest for Canada: economlc, polltlcal and
Ahsecurlty Whlle each "pillar" deals to some extent w1th these
key ‘areas, the European Communlty had by the early 1990s
‘carved out a greater role for itself in all three domalns
Indeed the EC showed the potentlal to one day supplant NATO-r
as. Canada s "flrst.plllar" 1n,Europe.
Although.this study takes an historicai perspective to':
Canada-EC relations,”it'cbncentrates.on‘the second term of the
Conservative government'led by ?rine Minister‘Brian Mulroney
(1989—1993); It was during this period"that Europe - West and
“East - and in partlcular the European Communlty, again

'occupled. a central place on the Canadlan forelgn. pollcy



sagenda, This period.lalso ’highlights ‘the _redefinition of
Canada-EC relations v.within .vthe Changing ‘context of
‘transatlanticism of the'early'19905

'In llght of the essentlally' economic nature of bilateral
’ relatlons, the focus within this study w1ll be on security in
'ian economic and political context rather than on those aspects
' ‘of transatlantlc securlty relations that: are already well
covered . in 'the Canadlan and . European defence policy
'literature.stinally, forvthe purposes of-this dissertation,
'.the nomenclature of'the EC, Canadian andfother institutions
will.foliow that in use at the‘time of reference |

The dissertation poses two fundamental questlons First,

given the pace- of global economic. 1ntegration and the creatlon
of a Single European’ Market (SEM), have Canadianv policy
' responses to European 1ntegration been primarlly industry or .
state-led'> Secondly,'what does an analys1s of thlS bilateral
relatlonship reveal about the foreign. policy ch01ces and
'capabilities of a- middle power such as Canada in a post Cold
War 1nternationa1'system characterized by both globalization
and reglonalism°“tIn-particular; is'Canada'Well'or_badiy
'pOSitioned to ‘further its - ‘interests,' bilateraily,
b.multilaterally, or within the Triad (eﬂg;;_the‘trading blocs
of North _AmericaydbEurope,_ Japan)? bThis -dissertation's
anaIYSis'of CanadafEC relations offers'a test of whether a
v4middle_p0wer'such as Canada has the'potential to exert more -

rather than less - influence in the post-Cold War era.



The originality of this study lies” iniﬂi(l)' lts
'integration of the political, economic and, in recent,years,:'
'dthe.nascent securitylStrands of Ottama's approach.to.the EC;
(2) the,fact thatrit‘is the first comprehensive analysis of
Canada S relatlons w1th the Communlty in almost a ‘decade; and
'(3) its two pronged exten31on of the debate on - the future of
transatlantlc relatlons .flrst, by 1nclud1ng, the EC as a
"legltlmate 1nst1tut10nal‘ player" and,-secondly,vbynadding a
s.Canadian perspective on~the”EC to.a field‘of-literature which
has_' been devoted almost exclusiVely to dlscu551ng
transatlanticism 1n the context of NATO the CSCE, and U.S.-EC
relatlons. The Canada—EC partnershlp was largely forgotten
.'through most of the 1980s on both sides of the Atlantic until
the overlapplng developments of the completlon of the Canada—'
U.S. Free Trade Agreement (CUFTA) followed by negotlatlons to }
‘create a North Amerlcan trade bloc, the momentum of the Slngle.
Market, and the collapse.of.communlsm 1n Eastern Europe and
f:the‘Somiet Union starting in'l989, again-put'the_EC firmly on
the .Canadlan foreign poliCy agenda and"Canada on the
Communlty S external relatlons screen - N |

The reader should be clear what thlS study 1s not namely '
.an. analy51s of European 1ntegrat10n, or of Canada s place in
the Communlty s external relatlons | ThlS dlssertatlon is
concerned w1th both;the process.(part;Cularly chapters Three
to Seuen) and substance (Chapters Eight to-Eleven)-of Canada‘sr

approach towards the Community.
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What little.has been‘written-about Canada-EC relations
. over the 1ast ‘three decades (see review of llterature on page
.31) has: tended to be lumped around, partlcular 1ssues, such as'
'the spate of academlc analyses in the 19705 on Canada-EC
‘relatlons in the context’ofvthe “Thirdloption"'policy.of
diverslfying Canada's'external'relations away from the United
States,land.thereafter‘to examinations ofnthe 1976 Canada-EC
Framework Agreement. Since the-early l9805, however, the
bllateral relatlonshlp'has been.woefully'under -researched with
:regard to both the pollcy process and on issue areas. such as
the 1mpact of the Slngle;Market on Canadian 1nterests, or, -on
. the _implications_ﬁoft the 1990 EC—Canada Transatlantic
Declaration for'creating morelbalancednbilateral;political
,'llnks | _ v |
But beyond the importance of haddlng to a ‘bodyf of
research why is a comprehensive examination of Canada's
: approach to the EC worthy of study at thlS tlme° Put qulte
‘s1mply, the off1c1al end of the Cold War in November 1990 also
:appeared to- nmrk the end of the need for an Atlant1c1st
Canadlan forelgn pollcy Actually the major turning pornt in:

Canada S post Second.World>War forelgn pollcy away from Europe

| preceded the end of the Cold War by at least a decade and had._'

'1ts roots in the domestic consensus surroundlng' Canada s
| decllnlng economlc competltlveness,' hlghllghted by world
rece551ons in the early 1970s, the late 1970s and again in the

early.l9BOsp ThlS consensus was, however, 0vershadowed at the
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time by the continuing exigencies of Cold War alliance
structures. It was only with the rapprochement of the U.S. and
the Soviet Union, dating from Mikhail Gorbachev's ascension to
power in 1985, that Canada in its actions (as opposed to its
declaratory policy) became openly less and less an "Atlantic"
and "European" nation. At the same time, the European
Community - embodying Western Europe - was itself undergoing
a process of sometimes wrenching change as it pursued
political, economic, and monetary integration and acted as a
magnet for both members of the European Free Trade Association
(EFTA) and the former Communist nations of Eastern Europe. The
question then remains whether there are sufficient bilateral
economic interests at stake and whether there is sufficient
political will on both sides so that Canada-EC relations may

be strengthened for the new millennium.

1.2 STRUCTURE OF STUDY

The study is divided into four parts. The following discussion
will provide an overview of the structure and content of each
part. Especially in its methodological exegesis, Chapter Two
of Part One provides an overview of wvarious theoretical
frameworks that attempt to explain Canada's foreign policy
outlook and actions (see discussion on methodology at the end
of this chapter). Chapter Three provides an analysis of the
foreign policy-making process in Canada and outlines the roles
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of'therdomestic actors and their positions toward the EC.

hJ‘Part Tﬁo

Chapters Four, Five, Six, randc.Seven;' providei a detailed
discussion of the evolution of Canadian interests vis-4-vis’
the EC from the'Treaty of Rome to 1991;"The discussion moves
vchronologlcally from a focus on market access issues in the
sl960s to the archltecture of the EC 1nst1tutlons 1n the 1970s
as Canadian and Commission ;nterests converged to a period of
_mutUal neglect in the.1980s, and - flnally to a perlod of.
. 1ntense act1v1ty in 1989 91 as Canada rethought 1ts approach
.to the European Communlty in the context of trylng to carve
-out a nlche for itself in the reconf:.guratlon of overall
transatlantic relat;ons;

These chapters_highlight the'four major-determinants of
CanadaQEC relations. In-a seminal article in 1991,-Charles
Pentland 'Wrote that 'the "twin themes of ~access and
archltecture" were always the foUndatlon of Canada s pollcy.
'.approach to European 1ntegrat10n 6By'"access“ he meant access_A
- for Canadlan exports and 1nvestment into the. 1ntegrat1ng_
- marketS‘ofvthe EC characterlzed by a common'commerc1al policy

‘and the 1C0mmon Agricnltural Policyl'(CAP); ‘and his term

farchitecture“ referred to thetscope and'institutional design ,~A

of Europe (e.g., the evolving roles of the Commission, the

"European'Parliament and Council of Ministers as well as the
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EC‘s relations to other European institutions) taking into -
account Canada s place 1n the transatlantic framework Access
" and’ architecture are together the first determinants of
Canada s approach tohpand observation of, the.processof'%‘:t
European integration. o |
. To Pentland's "twin themes"'thisLdissertation adds three
more major determinants. The second one is the ebb and,flow of
the tide of Canada-UlS. and EC-U.S. relations. That is,
‘Canada's reaction to.the‘evolution of European integration
cannot be fully understood unless it is put into the broader
conteXt of 'the. evolvingi pattern of;~bilateral-'canada-U.S}
relations, : and‘ Ottawa's historic need to. achieve
diversification futhrough.“countermeights“‘to,.firSt, Britain
and then the‘United Statesg—_in its'foreign relations.7:As
well, Washlngton s . role - as 'the primary international
1nterlocutor of. both Ottawa and Brussels makes an apprec1ation
of EC—U.S. relations 1ntegral to understanding‘the»evolution.
of Canada-EC relations. | .
A-third determinantbis thevemergence of-differentiated‘
images of the European Community among bureaucratic political-
and.bu51ness elites 1n.Canada Indeed hlstorically, bilateral-
relatlons ' “have- been state- or, more. spec1f1cally,
: bureaucratically led on both sides, with little political or
business support sustained'at a high level in either domain.
The final major determinant of Canada's approach to.‘

. European integration is a perennlal concern among Canadian.
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analets'and deoision makers that West.European politicians,‘
CommisSion officiais, and American pOlitioianS (e.g., Johan.
4 KennedY). and officiais' (e.qg., Henry“ Kissinger's "Year of
Europe"), have tendedeto bury Canada‘'s a}plomatio'identity )
_;under a "Nortthmerican" rubrickrepreSenting a so-called "two
pillarsﬁ.lmage of the Atlantic world -Thus, while Canada_
approaches Europe w1th1n a "three plllars" framework Western '
‘-Europe and the United States (in Canadian eyes)_tend to
subsume Canada within a "two pillars" image of'tranSatlantic
relatlons ’

For most of 1ts hlstory Canada has v1ewed 1tself ‘as a
."European" natlon ‘A graph of its relatlons w1th Europe in
terms of peaks and troughs would indicate that 1n the perlodvv
from Confederatlon in 1867 to the signing of‘the Statute of
Westminster in 1931,'its national interests to a‘greater‘or
j_lesser- extent' mirrored those of the United Klngdom
Thereafter w1th the ever greater pull of north- south economic
: 1ntegratlon, Londonvs 1nfluence on Canadlan affalrs waned as -
relations.with Washington began to take.preoedence. from“1948
: ;until 1984, the;nature of Canada's,policy towards Europe can,

: in'large measure, be asoertained by~looking at.the degree to
which Europe figured;in'the foreign'policy_priorities of
successive prime’ ministers | Louis St. -haurent _both as
.'secretary of state for external affalrs and as prlme mlnlster,
was a strong supporter of the reconstruction of a war- ravaged

. continent through Canada’'s leadershlp in the creatlon‘ of
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'multilateral security.and economic fora, namely,_the'General
} Agreement»on Tariffs.and Trade (GATT)-andihTO"Prime minister‘-
'John Diefenbaker's stubborn.Anglophlllsmtdurlng the late 19505'

and early 19605, symbollzed by among other rssues hlS des1re
to‘dlver51fy 20‘per cent of Canada's.trade awayifrom the U.s.
and to the UK, not surprisingly drove a wedge ln Canada—ﬁns.
relations. Lester Pearson in his successive roles as Canadals
senior diplomat secretarylof'state for ekternal affairs, and
: flnally'prlme mlnlster belleved strongly in a "North.Atlantlc

Communlty" in which Europe . could be. used to balance the
influence of the Unlted States.8 Pierre Trudeau's dilettantism .
in the late 19605 and deslre for a less NATOecentric'foreign
pollcy led - to the flrst serious questlonlng of Canada s
European vocatlon Somewhat 1ron1cally, hlS government s.
subsequent attempt to create a moreA "1ndependent" :and:
"natlonallst" forelgn:pollcy in the early to. mld 1970s 1nstead.
created a‘peak in Canada's relatlons_w1th Western‘Europe,and,

. in particular).wlth the'Community; as Ottawa came to . the

‘conc1u51on that stronger relatlons w1th the Communlty would
lessen Canada s dependence on the Unlted States ‘

o After 1984, the-lnterplay‘of a trend'and two eventsf
marked the beglnnlngs of a rethlnklng of Canada s forelgn
.pollcy orlentatlon towards Europe, the EC and 1ts commltment
to the Atlantic communlty ;n-general:uThe trend‘towards_an
»increasingly glohal economy (starting in the'l960s but gainlng

" significant momentum hy'the.1980sf was accompanied by the
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asCension to power in Canada of a ConServative'government led
by Brlan Mulroney, the first post War Canadian prime minister
to promote publicly Canada's prox1mity to the United States
It was also accompanied by the collapse of communist'regimes
_in Central‘and Eastern Europe and the Soviet.Union_in the late
.19805 and early 1990s.
‘ Under the leadership of prime minister Mulroney, Canada
became committed to fuller economic 1ntegratlon and political‘
-1nvolvement w1th1n the Americas through a. number of major
policy.initiatives. Those 1ncluded 51gning the Canada-U.S,-
:Eree Trade Agreement (CUFTA)'in'l§88, joining the Organization_
of American States (OAS) in 1990, ratifjinglthe NOrth American
Free Trade‘Agreement KNAFTA) in 1993, and 1ncreas1ng the
'prospect for further hemispherlc 1ntegration " through the .
NAFTA s-accession clause. There also emerged_a strong sense
that Canada couldnjnotj afford to be left out: of the
ueconomically'dYnamic.Asia—Pacific region, promptingiaggressive
Canadian support of multilateral economic.and security fora
(e.g., Asia;Pacific._Econo.n_Iic'Cooperation).lo -

'ln'aggregate;lthen; these initiatives createdda strong
incentive ~for a' profound change in Canada's traditional'
Eurocentric foreign policy orlentation Indeed the decade
from 1983 to 1993 saw Canada become more and more a "nation of
the Americas."F In'the words of John Halstead,,Canada;s;former
Ambassador to NATOAand astute observer of the evolution of

Atlanticismj it appeared that,byfthe early 1990s thefCanadian
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ailamma had‘become'how'to "reconcile.aantlanticist foréign
policy with a continentalist economic poliéy and a defénéa
policy 'iacreasingly limited’jto teriitbrial_ defenaé. aad\
'~péaéekeepiag."n.Canada'was clearly on the.cusp of a hewftype

of partnership with Europe.
1.2.1 Adjusting to the Post-Cold.War System: Canada and the EC

Both Parts-Oné and Twé'démbnstrate that_perhaps_mare than any
other Wéstern_industriaiiéed state, Canada has had ta make a
number of majqr adﬁusﬁments with raspect'to its poat?Cold War
foreignﬁ pblicyi prioritiesp Althouéh every Sta;e' has been
. ‘affected.byaan increasingiy'mulﬁipoiar.world in Which ecohdmic
and-'political power is more diffuse, diplomaéy"is based
_increasingly on ecdnbmic rather than.ideOlogical rivalry, and
ﬁew'regional groupings are comihg'iﬁtd prominencé, some statés'
:haVe beep:affected more thah:others.9 Canada in the post-
"Second World War period has‘ used the.:leverage of an

"internationalist" foréigﬁ:policy (aee.Chapfér'Two) baséd'oa
”mediationq multilateialishn-and.céalitioh-building{ tq;project
an influence ﬁhat_isAgréater than its reiative'siie'WOuld
indiCaﬁe.'This haS'brompted‘scholars; practitiéné;s, and other
abservérs. ta label Canada as the .quintésaential fmiddle'
poWeri.g Gi&en!Canada?s'highﬂdepéndénce-on tfade'(representihg
. 25 per cent af its Gross Domésti;.Pfoduct.[GDPj),f0var Ehe;

past 45 years successive Canadian governments have relied on
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and advocated a "’rule_s_—based'tmiltilateralism"' in a varie:ty of
U.S.'-led .international economic fora such as the GAIT to-
achieve this  additional leverage.!® On the security and
p'o‘.litical fronts, " Ottawa has favoured a more cohesive Western
: Europe, 'hested ‘ in and- reihforcing the U.S.—domihated- NATO,
with Canada benefitting from an active American presence in
Europe. However, with the disintegration of the Soviet Unioh
and the relative decline of the United States, -other actors
' such as Western Europe, Japan and the .Nery Industrializing
Economies (NIEs) of Asia-Pacific have assumed new roles and
inm:eased* inf luence on | the -intemmt;iorval- stage. By -the late
19808 Canada existed in a world where t.he sources of economic
, ten81on - or,. as Sylv1a Ostry has descrlbed it, "systems
friction" - were at least as. powerful as the forces‘.driving‘
economic integration. For a mlddle siged, open econorrv taught‘
: between the twin realltles of dlm.lnlshlng relatzve power :
(exempllfled by steady decllnes in its slice of the .global
‘economic ple coupled w1th the loss of its. tradltlonal '
mediation role in East- -West relatlons) a.nd grow1ng global
interests_;' these trends. were, to say the least, unsett_llng..
: 'Ihus 1n the early i990s ; to use Wolfers's terms, not only were
- Canada's "posse551on" and "m.111eu" objectlves belng tested |
but also the means by wh1ch 1t pursued them.?2
And just as Canada's pos1tlon in the 1nternatlonal system
‘was chang:Lng so was that of Eurcpe. Indlcatlve of the speed
| and the breadth of change that have swept across Europe s1nce,
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1985, but particularly since 1989, were theumovement to the
completion of the Slngle European Market (SEM), the'at times
painful absorptlon of a unlted Germany, the attempt to create
‘a_European”Monetary Union by the end'of-thepdecade; the
strengthening of resolve towards.pOlitical union, the movement
towards a common foreign and securlty'pollcy and the emergence'
of a European defence 1dent1ty that challenged the tradltlonal
‘1nst1tutlons of the Atlantlc alllance, the establlshment of a

European _Economlc Area (EEA), and the emergent pan-

e

Europeanism. The European Communlty elther created or was

directly affected by, the above events and processes ‘More

subtle, perhapsf was the EC's grow1ng 1nfluence_out51de-of".‘

‘Europe as a dialogue partner with numerous groupings .of
states; and.through its independent voicehin-international
'organizations, most notably.in_the_Unrted Nations (UN); the
Group of Seven (G-7),. the GATT,,thehQuadrilateral_Group; and‘
'at:the Organization for Economic Coeoperatron'and Development
(OECD),'where it-has_ohserver status.ﬁ ?or_these reasons; by:
‘th.e' early 19905 the EC a'Sj.'an institution, Vh'ad become . the -
‘dominant force inhEurope and an increasingly important global

actor as well. -
l1.2.2 Changing C'anadia.n“Levez_‘.age in Transat:ién_tic Relations

AS~this study will show, the underlying'challenge in Canadafs

approach to the EC was always how to gain satisfactory



ieverage.. As a-menber of NATO, to»which the original:six EC
"Member States aiso belonged,‘ Canada was ‘able to use its
Security roie in Europe as a subtle but effective'lever in its‘f
bilateral relatibns:With the Member States and, by ektensien,.
in'its‘hilateral relamionSIWith the‘CQmmunityf_This lever
never approkimatedhdirect linkage. Canada‘had no such power.
Issues in the transatlantic complexity were rarely drivén"in
a tit- for -tat manner. Indeed, given the br Oqé.&lptrLbLtlen of
power'w1th1n the‘transatlantlc communlty, 1t‘has alwaya been
‘diffrcult to .predict the sutcomes of SD€C7flc dlspu?eb or
tenslons- and  to Cis entanqLe the . lirnks - on tne fluctuetlng.
transatlantic agenda of ‘political, .security and econamic
concerns. | ‘ | |

In the transformed geopolltlcs of the late . 1980s “and - -
tearly 19905{ however, 1ssues of partnership, procedures and'
leverage had new sallence for pollcymakers on both - SLdes of
the Atlantlc The remova] of major structural features such as
‘the Cold War; and the dlfflcultles in completlng the Uruguay
Round, created a s1tuat10n in. ‘which the broad, tradltlonal"
'_expectationsAand‘images of Europe held by'Canadlan decision
fmakers were'noalonger sustainable. The"notion Qf "linkage"
became more important'in the'1990s because notions of economie,
-'partnership and security ailiance could no'longer be'consigned..
.tolseparate b_oxes;.18 |

How did this affect Canada—EC:relations? As. a result ef

~revision to the-founding Treaties in the Single European Act
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(SEA) and.the”Maastricht Treaty on European.Unionp the EC had
eVolved into other spheres of competence and well‘beyond the
. achievement of-strictly a‘customs union; something that its
'foundersﬂ'had fenviSaged. In ﬁaddition' to full“ economlc.
integration,dby the early 1990s foreign, security and defence“'
pollcy were also seen as legltlmate objectlves in the drlve
towards polltlcal union. EC decisions began to affect Canadlan
' 1nterests beyond the tradltlonal areas - of external and
“internal trade,- agriculture; flsherles,' atomic energy,
-including, inter.alia,bthe "hlgh" pOllthS of sanctlons on
South-Africa, East-West'relations, aid to Central and Eastern
, Europe; population“ migrations and the env1ronment That
evolutlon made Canada 'S dual-track approach within its "three'
plllar" European policy framework that 1s, relegatlng 1ts‘:
part1c1pat10n 1n the CSCE and NATO exclus1vely to the securlty
track and 1ts relatlons w1th the EC excluslvely to the
economlc track, an 1ncreas1ngly untenable:way to organize 1ts_
transatlantlc relatlons by~ the end of the 19805 How to set_
the foundatlon for redeflned bllateral Canada-EC relatlons 1nr
face of the end of the Cold War and the prospect of European
.economlc, polltlcal and monetary'lntegratlon was thus a cause :
for reflection and actiOn in Ottawa." | |

| As thisustudy Will show[‘the challenge for Canadian
dec181on makers was not necessarlly to 1ncrease the number of
.dlplomatlc contacts with the West Europeans but rather to

systematlze .relat;ons with -thev,lncrea51ngly- 1mportant EC
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-pillar of Canada's European pollcy framework ~The West

.,vEuropeans were allles (and occas1onally adversarles) in most

of Canada' splnternatlonal economlc‘andlpolltlcal‘act1v1t1es.
In addition to NATO‘and'the CSCE, Canada met'with its European
'counterpartspin'the'Group QI.SEven (Gs?),rthe=Commonwealth; La
_Francophonie; the Northwest_Atlantio Fisheries Organization-
'(NAFO), _the‘ OECD peacekeeplng endeavours,' development
" assistance, Internatlonal FlnanCLal Instltutlonﬂ (e ag., WorldA
‘Bank Inbernatlonal Mcnetary Eund) 'and partlclpatory- or
observer functwons w1th1n SOtlal and etonomlc bodles such as

the uN hcbnoﬁlt Commrs sion for Europe (UNECE,, the Eurnpean.
iBank -for Reconstructlon and Deve1ooment (EBRD), and the |

Counc1l of Europe

. MAJOR INTERLOCKING CANADA WESTERN EUROPE INSTITUTIONAL LINKS

Europe R

France G/ UN OECD UNECE NATO CSCE EC WEU CE® EBRD

UK _G7 UN - OECD UNECE NATO . CSCE - EC WEU CE EBRD
- Germany G7 UN OECD UNECE NATO ‘CSCE EC WEU -CE  EBRD
' Italy - G7 - UN A OECD' UNECE NATO CSCE EC‘ WEU CE EBRD

EC  G/® UN° OECD® " EC_ WEU

NORTH AMERICA

'U.S. G/ UN OECD UNECE NATO CSCE . CE° EBRD
Cariada G7 - UN OECD UNECE NATO CSCE o CEe_EBRD
® Council of Europe; b,ﬂdfobserver status ~ ‘
And, as the table above shows, in Europevitself, the only .
distlnctly,EurOpean'1nst1tutlons that Canada did not have a
'formal role in were the Community and‘the Western European
Union (WEU).

.Furthermore} within the structural'contextvof.ECFCanadian
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relations, there were. a number - of privileged bilateral
| relationships betWeen Ottawa and»the national capitals of:the‘,
Member'States.' The most obvious-butfnot the only one'was that
between Canadapandithe'UK, Another was the Canada-France
relationsnip,. strengthened in the - 1980s 'through, La
Francophonie after a deterioration in-the'1970s with Canada's. -
"perceptlon of French 1nterference in Quebec Finally, in llght
of German unification, and Bonn s support of a contlnulng
Canadian presence in Europe, it would appear that_the Ottawa-
Bonn.akis_also inoreased in importance in the context of
Canada's'bilateral relations with the EC.

Yet by the end of the'l98bs these numerous contacts
proved insufficient invtheveyes Of_Canadian policymakers to
'uprotect Canada's European,interestsf_In partiduiar, the EC's

post-1989 role in the co-ordination'of Group of 24 (G-24) aid

to Eastern Europe and the former USSR heightened 1ts proflle »

~in the eyes of Canadlan pollcymakers The Canadian government
decided that the twin Lnstltutional:;mechanisms' of its
privileged relationshrp with the-EC -—~the'l976‘Framework
Agreement for Commercial and EConomic'Co—operation:(hereafter
referred to as. the Framework Agreement) and the 1988 spec1al
access to European Polltlcal Co- operatlon (EPC) f' were
necessary'but not sufficient to maintain Canadian interests in
Western Europe. As a result an attempt~was made through'the
'1990 EC- Canada Transatlantlc Declaratlon (TAD)." to Ainfuse

polltlcal energy into Canada EC relatlons and to create a more
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balanced framework for Canada-West European relations.®
Part Three

The third;part of this dissertatlon examines the impact of the
'SEM on;Canada's econoﬁio interests:and_the changing structure
of‘transatlantic'economic'and SecurityArelationship. It does
hso'by looking at the state of Canada—ECheconomic and trade
relations until the end of 1993, abplying the implications of
the SEM for Canadian suppliers.in d,ir"eéit,iy affected industries
"such.as financial ﬂerv1ce andrtelecommunioations;waslwell asv
lin forestrylproducts, with the latter industry affeoted léss
‘directly'by the_creation of a SEM but. remaining the major
source of.revenue in Canadals export trade with the Communlty.
An examination:of bilateral trade and investment flows between

,1984 ‘and. 1993 1n Chapter Elght reveals the anomaly that |

.desplte ‘an er051on of bllateral trade, mutual direct -

| 1nvestment had more than doubled w1th1n almost a decade to $50

bllllon by the end of-l993_as compared toe$19.6 bllllon-ln

1984, - | LR

Although the TAD was 31gn1f1cant 1n that 1t hlghllghted

the grow1ng polltlcal role of the EC 1n North Amerlcan eyes,
"the key challenge posed by the EC to Canada was its grow1ng

| welght as a tradrng entlty, resultlng from the»deepenlng of

. integration through the so%oalled‘ "1992l -program,'and':the .

effective widening of its approach to market liberalization to
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include the European Free Trade Association (EFTA), the
countries of Central and Eastern Europe (CEE), and some
Mediterranean nations. If the primary effect on Canada of the
EC's establishment in 1957 was discrimination against Canada
in those areas where the EC developed common policies (e.g.,
the Common External Tariff and the Common Agricultural Policy
- CAP), then the considerable concern thirty years later in
Canadian government and business circles over effects of the
EC's "deepening” and "widening" processes on Canadian market
access is not surprising.

Thematically, Chapter Nine considers the Canadian policy
responses and options within the context of the Uruguay Round,
in order to assess the degree of Canadian access to the
European market. The SEM had a number of policy implications
for third countries such as Canada.?® First, at the same time
that it was reducing or removing regulatory barriers it was
also throwing the structural impediments that existed in the
Community into sharper focus. It was clear that as Canada and
the European Community became more economically integrated and
non-tariff barriers were removed, the structural impediments
would assume a greater importance.

Secondly, policy integration brought about by the SEA in
the late 1980s and early 1990s meant that the Community had
assumed more and more responsibilities, especially where
policies of the Member States impinged upon its external

economic relations. Not only this, but it was recognized by
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Canadlan dec151on makers that EC policy maklng would have
splll over effects, ,through the - acquis communautalres,
' throughout the rest of Western Europe/ that is, in'the EFTA,
the CEE countrles, and the Mediterranean'states,:as these‘
countries strove to harmonize thelr‘pollc1es w1th those of the
'Communlty,'some g01ng so‘far as to apply'for full membershlp,
Thirdly; ‘the’ Community_vwas. also more prepared to
intervene in order to create a genurne internal market,. thus
putrsuing more“'intrusite poIicies'-to vremove' structural
impediments to access Within its marketriThis inuolvedfthe
exer01se of- supranatlonar powers in competltlon poliicy or the
'1ntroductlon of common EC procedures in areas - such as
purchas1ng practlces or-attempts to develop common_Standards.
In other.wordsﬁ integration could“also be seen.as‘arprocess of
hre—regulation at:the European level. | ' | |
| To answer how the above processes. condltloned Canadlan
responses to European economlc 1ntegrat10n, Part Three
-}Chapter,8.2 and 8.3) hlghllghts how the domestlc debate on
Canada's "declining 1nternat10nal competltlveness - a .
motlvatlng force for securlng a free trade agreement w1th the
'Unlted States - was central 1n promptlng Canadlan pollcymakers
. to take the lead in seeklng‘more secure access-to the West

~European' market What were: the dlfferences in Canada's

response to North Amerlcan and European 1ntegratlon° A number__ :‘

of Canadian analysts (e.g., Rugman,,Eden ‘and Molot, Doern and

Tomlin?!) have asserted .that sustained-pressure from both the
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Canadian and American business communities'led_the.Qanadian
government~to seek a free trade-agreement with'the ﬁnited
States, a-deai that-in subsequent'years led to“significant
1ncreases in bilateral trade and 1nvestment flows. In the case
of the Canadian response to the SEM this study w1ll evaluate
1the relative involvements of . the state and prlvate'sector
.actors,and suggest'that in the period leadingvup to the SEM
'.exactiy the‘reverse occurred -there was a'distinctly'mutedr'
response from Canada's-private sector butlvery activist state
involVement. First the "Third Option“‘and then the Framework
Agreement point to the historical precedents for state led:
' Canadlan responses to Western Europe s expandlng economic
clout. However, in light of the consensus that began to form
in‘Canada (by the late 19705) that the state-led approach_tof
' .securing increased access to West European markets had failed
':to produce any 51gn1f1cant gains (av claim that is only
partially true and will be discussed), the questlon arises
i whether a . decade later ‘during a majorghadvance .in the
'Community's program to create an economicfuniOn;.a deVelopment .
that"‘would‘ ’oncei“ again preSent both challengesl ‘and‘
' -opportunities for.Canada—EC commercial_relations, an‘Ottawa#
based 'response~ would 'once.;more lead to ~ both unreaid
expectations and ultimately disappointment. - v_.

The second haif of:Part Three'(Chapters Ten and Eleven)'
’of. the dissertation examines ‘the structural sources of

changing transatlantic relations in the early 1990s.



22
In particular the following general areas are examined:
.l) The ”1mpact on Canada -EC - relations of. radical
structural change affecting.Europe and United.States. In
particular the fact that between 1983 and .1993 the
respective economic weights of the EC and - the U. S “had
changed in the international’ system
2) The loss of Canada's Atlanticist influence in the wake
of the collapse of the former Soviet Union, partlcularly
as it framed the Canada EC economlc relatlonshlp
- 3) The replacement of military and 1deolog1cal rlvalry
. with economic rivalry. The immediate post- Cold.War perlod'
accentuated.rather than diminished transatlantic economic
friction. In an era of greater interdependence this was
- bound@ to heighten the 1mportance of market access issues
in Canada-EC relations.
The last sectlon analyzes how the rep031tlon1ng of Europe,
~Japan and the - 'U.S. in the global polltlcal_ economy' had;
jlmportant.pollcy and institutional implications for a middle
power such as Canada during the Mulroney government's decade-
'long“tenure._Four,majbr interrelated processes SignifiCantly
influenced Canada-EC relations during this period: the Single
' EuropeanAMarket,.the'CUFTA} the NAFTA‘and the Uruguay Round of
“multilateral trade negotiations-nndef-the'GATTi
 The argument in the'last section of this disseration is
that the international.configufation of eConomic power will.
idec131vely 1nfluence any meaningful Canadlan and 1ndeed North
‘ Amerlcan-lnltlatlveito improve transatlantlc.relatlons Thls
- is because the management of transatlantic trade and economic
.'1iSSues will prove Critical asveconomic_security‘becomes a
'paramdunt national interest. Within this context, Chapter Ten - .

compares an. array of new economic frameworks within which -
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Ottawa contemplated 'managing its bilateral. relations with
' Brussels, 1nclud1ng the prospects for a transatlantlc free .
trade agreement. The look ahead to the future ¢ or next stage in
- Canada-EC relatlons draws from the experlence of hav1ng al7-
year old Framework Agreement, the "lessons" of closer EFTA-EC
ties, the limits to greater transatlantic lntegrat_iori given
the level of .North American integration, and, '. most
importantly, the political will for closer relations in Ottawa
and in Brussels (at the level of the Commission and Community _

presidencies) .
1.3 METHODOLOGY

Several partially conjflicting ‘and partially complementary
"models, " ".frameworks, " 'lconceptilal schemes" and nvariable
Sets'; ~are offered in’ the foreign policy-making literature.
Political .scientists_l_ at all ~points on the ideological
spectrim who have studied Canada's foreign policy in the post-
war years, includi_ng | James anresz-,-' .Robert Farrell®, Bruce
' Thordarsont, Cranford Pratt?, Dehis Stairs®, Kim Nossal’, and‘
- John Kirton® have developed such analytlcal schemata w1th
: respect to Canada's forelgn relatlons Their work in turn has
been greatly influenced by the instittitlonalist and decision-

making ‘models in the American foreign policy analysis

literature, particularly scholars such as Graham Allison and = -

Morton Halperin.® HOwever; these models focus- pr'imarily on
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polltical relations, whereas EC-Canada relations have for most
of their history been based on economic diplomacy, Thus, this .

study would ' benefit also from the approaches of the

- Internatlonal Polltlcal Economy (IPE) school of forelgn.pollcy

maklng.' Within thlS llterature are _promlnent, ‘scholars
-'ekploring the domestic determinants of foreign economic policy
making and.state—societal interaction (American.scholars.such
‘as Steven Krasner; Eenjamin Cohen,d ﬁelen Milner, Peter
Katzenstein, John G. Ikenberry, and ‘John Mastanduno are

prominent) .3
~ 1.3.1 Framework for Understanding .Canada-EC Reélations

The analyt1cal framework underlylng this study presupposes
flve major sets of Varlables that shaped bllateral Canada EC
relations durlng the-perlod under examination (following from
Table 1 on pp. xv1--xv11)32 | . |

1. _SYStemlc on the economic side this was characterized by
: the process of increased globalization, interdependence,
the emergence of the Triad, the attempt to complete the
Uruguay Round, and the new trade policy agenda; on the
political/security side this was characterized by first
and foremost. the end of the Cold War, the changing roles
~of the traditional European security fora of NATO and the
CSCE, the debate .over an independent European security
apparatus such as the re-invigorated WEU, and the greater_
1mportance of so- called "cooperatlve securlty ~issues.

2. Domestic: this would include the nature of the Canadian’
econony . Policy developments in this area were

. characterized by continental economic integration, first
‘through completion of the CUFTA and then through the
NAFTA. At the same time, there was concern about
national unity and constitutional reform in the form of

the failed Meech . Lake and Charlottetown accords. In
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Europe, there was a concerted effort to realize the goals.
of economic, political and monetary union, which, as.
the ratification process of the Maastrlcht Treaty
demonstrated, was problematlc .

3. ‘*Organizationalz this refers ‘to the interaction of the
bureaucratic system and the role of political leadership,
. that is, the respective roles .of politicians in Canada
.and their officials in mapping out a policy framework
- for relations with the European Community. Given the
asymmetry in power, the degree of interest the Member
States and the institutions of the European Community
(primarily Comm1551on, Council and, to a. lesser extent,
Parliament) had in furthering bllateral relations was a
crltlcal determlnlng varlable :

4. SOClOloglcalz this refers to the - 1mpact of values,

cultural perceptions, and the personal motivations of the

~elite actors (e.g., officials, politicians and business
‘people) in Canada and Europe in orienting transatlantic
relations. For example, ‘it is important to know during
which periods the "Europeanists" 'in the Department of
External Affairs and International Trade Canada (EAITC)

-.were in the ascendancy and when and why their influence
was superceded by that of the proponents of Canada-U.S. .
free trade. And, related to the organizational variable
above, was the pro- Europe lobby situated solely in
EAITC's European affairs bureaux or were they dlspersed '
among other divisions such as the Policy Planning Staff,

~the Political and Security Affairs bureau (responsible
for Canadian policy in NATO and the CSCE), and the Under-

Secretary of State for External Affairs' office? On the .~

-non-government side, what was the. view with which
Canadian business leaders greeted the emergence of the
SEM?. . :

5. Policy: this refers to foreign policy objectiﬁes,'policyA
: decisions, and their implementation. This would include -

the Transatlantic Declaration and government and prlvate'- '

vsector strategles and responses "to  the SEM.

of coﬁrse,,overlaying the above &ariables is the questipnfof
national interestsL'This-study mﬁst:ansﬁerttﬁe questionidf
_what specific policies were part of Canada{stvEﬁrepean'
framewerk in the-19805:ahd early 1990s? And to what exteﬁt‘

A were;the policies consistent with national goals? Secondly,
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~with regérd to the "choice of policies" the questions would be
sémewhat different.b For'example, based Qh the description of
Canadé's-foreiéﬁ;pélicy cémmﬁnity in Chapter Three, who were
the key act6rs?»'What were their policy preferences? What
were' their ‘respectiVe 'bargaining"resources? What Was.Athé
i relative imporfance-of.domesticgand éxternal factors (see
Chapter TWo) in,thé policy makihg'process? (And,how3feievant
i§ the distinction . betWeen» traditionaily démesti¢ and
intefhational .ipterésts in a world vcharactefizéd_'by the’
'intefmeshing'of echomic, political,and'security'agendas?)
. Finally} whose:interests_were:reflected'in policy outcomes.and
why? ) - i

. To éxplaig‘why relations did not' become more market-
drivenb‘requifesvva' deéision;making: analysis; ithét is, an
e#amihation of the relative importance of systemic, state and
‘societal forcés in'Caﬁadian‘foreign_pqlicy making.~This study
'theréfore invokes the bﬁreaucratié’politics.paradigm'as its
' pafticuiér qqndeptual'lens._lt subports,thé statist approach
'£O'Cénadiaﬁ fdreignbpolicy, thch aéserts that,gdvernmen;
3ctofs in Canada are able to translate their preferences into

‘public policies with a fair degree of autcﬁnomy'f'rom'society'.33
1.3.2 Research Sources

In carrying out the research for this dissertation, , this.

‘author benefiped greatly from a year-long academic fellowship
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in 1991}1992'0n‘the Policy Plaﬁning Staff“.of the Department
of External Affaifs-ahd International Tradeﬁ, foliOWing which
he was a researche: in EAITC's Multilateral Trade Negotiatons
Branch, which co—ordinated_ahd negotiated‘Canadafs positions
in the’GATT. | o
d,_hThe.pfimaryAsourcesffor‘this study consist of classified
and.'unclassified documents and. statements from EAITC.
.Specifically,. the -documentation - included policy ‘papers,
oorrespondence and speeches vprepafedf'by' offiCials' on the
Poiicy Plahning Sstaff and in‘the'Europeau Bureau at EAITC
'uheadduarters.in_Ottawa, and telek ahd'memoranda ttaffic ffomi'
‘Canadaﬂs foreign missions ihwwashington ahd Western Europe
(London; 'Brussels, Bonh) In keeping w1th the normal
procedures of relea51ng confldentlal 1nformatlon, the author .
"was 1nformed that he could not cite clas51f1ed material
directly from EAITC'-files'.39 The scheduled'interviews with
'officials toA a great extent mltlgated this- problem of
collectlon.4° Where. p0551b1e the author has 1dent1f1ed the
~1nd;v1duals.1n the 1nterv1ew_(see 1nterv1ew'llst‘1n Appendlxi
One).,If'they did notdwish"tii.be‘ideutifiedL the:authof_
'attempted to seek aiternate sourceSQ This, however,  was not
aiways possible. As a result 'somehof the information in this
study has not been substantlated by c1tat10ns and 1n certaln
cases the author 1nd1cates only "confldentlal 1nterv1ew,“d
preserv1ng the off1c1a1 S anonymlty

Since thlS study looks at EC Canada relatlons from the-
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vCanadlan standp01nt it is not surprlslng that most of the
“interviews were conducted with Canadlan off1c1als or private
sector representatlves. A large proportlon of those government -
interviews were_conducted with persons'who:had been or were
members of EAITC.' The euthor 'did interview a number of
Commission officials in DGdI as’well as Canada-based staff at'
the Delegationf to .the‘ European -Communities ;ih Ottawa.
_IntervieWsttook'place between Januery 1992fand'Nouember 1993
and. those with government'officials wereiconducted either in
person at_EAITC Headquarters in Ottawa or byvtelephohe with
officials stationed:abroed.

"With regard to the interViews, it'must be noted that'
having read the 'classified 'and>‘unclassified' departmentel
Adocumehtation in addition to the‘memoranda to Cabinet, the
author_knew;which questions'to ask. This meent that'officials‘
. recollections of-their actions on specific policy issues could.
-beddouble—checked“, but perhaps more importantly.through the
author“s eccess to doCumehts prepared for. Cabinet (see
discussion belowdon the Velue_of this'source) it was simple to
discernFSpecific EAITC-recommendations.tovthe goverhment_of'
the _day"on any -given vertical issue area or on Canada's
bileteral or multilateral reletiohs;:The anecdotal information
'l'gleanedA- through intervieus in® conjunction - with " the
Departmental documentatlon thus allowed the author to bulld a
very accurate chronology of Canadlan pollcy outputs vis-a- v1s'

the EC, and to assess . whether  the - actual . outcomes and
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implementations. diVergedibof- were conéisféﬁt with ‘the
“anticipated policonutputs; a
| This author's greatest advantageh however, Wasvhaving' 
‘accéss.to all."Mehérénda:to;Cébinet" pertainingvto Canada'é
‘relations with_Europe from 1980 to 1992u'This is significant
Becausé under_the_terms.of Canada{s'Aqéess tb Information
‘legislation, Cabinet documents (ciaésifiéd as "secret") are
:rembved from filesvbeforeAbeing.madé available to acédemiq
researchers, making'itﬂmuch hafdér - although certainly not
'impossiﬁle - to -piéce"togetheg, the- evolution of 1p61icy N
Ainitiatives. This rule was'hot applied to this author since
he was considered, dufiné the pefidd'-bf His'-academic
'fellbwship,-to-be_aAmember:ofvthe bepartment.-

: »Cabiﬁet ddéumentsiwefe;invélﬁable Bécaﬁse‘they outlined
‘explicitlY' the  full dimension "--ecoﬁomié}f.political; ~and
's;rategié - of Canadién interests in.Edrope during'the period
’cénsidered,beb’this"study. Théir_‘valﬁe résulted from £wo
factors. The first is one of pfaétiéal' concern. for a
bresearcher. First, beCause”Canadafs foreign relatiohs (see
diScussion on expansioh of the Departmeﬁt df External Affairs -
in‘CHapter Thfee)‘gre managéd>predominantiy by-ohe federél
government departmeht ra;her than two br thréeﬂés:is the‘ééée,
for ekample, iﬁrJépan and the Uniféd States, Ehe'éollection of
finfdrmatibnvié Ehatvmuch easier. | |

Sécond, under 'a parliamentary system of {goVerﬁment

characterized. by party unity, . the "Memqfanda to Cabinet"
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represent the final outcome of bargaining among the various
federal departments and the affected ministers. On Canada's
relations with Europe, the views of line departments (e.g.,
Fisheries and Oceans, Industry, Science and Technology,
National Defence) were thus distilled in these documents;
furthermore, the Cabinet documents explicitly drew the links
between Canada's economic and political/security interests in
its European policy framework. With access to Cabinet
documents and interview material it was much easier to
identify whose interests were reflected in the memoranda sent
to Cabinet, as well as the extent to which dissenting opinions
were included.

While on the Policy Planning Staff the author had access
to the embryonic efforts of what was to have been a major
government study of Canada-EC relations in  1990.
Unfortunately, this internal study was aborted shortly after
it had begun when the Department's efforts were redirected to
extensive background research on the implications for Canada
of the then U.S.-Mexico free trade negotiations. Neverthless,
the documents that were prepared for this EC project proved
valuable in allowing the author to ascertain the govermment's
strategy towards the Community - particularly on the economic
front during 1989 and 1990. (See Primary Sources listed on p.
567)

Finally, with regard to data on Canadian private sector
responses to the SEM, in addition to using the more general

statistics compiled by Statistics Canada, this author (see
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'Chapter Nine) also developad a more speCific database of
Canadlan firms w1th major interests 'in the Community This
'database containedzfactualtinformation on‘253 Canadian firms'
investment;‘fjoint &entures; ~and'_other 'tybes 'of bnsiness :
jailiances in the Community (see Table i7vin Aopendix Three).
The secondary sources_of information for thisdstudy can
be di&ided-into three_categoriesi The first examines the
larger  EC Member States' own approaches viséa;Vis the -
Community, such as the work by W. Wallace (1984), Hodges et;
1. (1990) and Franklin (1990), as well as the larger dynamic
of the transformation of Western Europe that is'found,-for
eXample) in the'writings of W. Wallace (1990).% The second
category on the external'relation-s' of the'jCommunity' is a
result of what appears to be two waves of 1nterest with the
_first occurring in the mld l970s and then another occurring,f
not surprisingly, in " the late. 19805 -as questions Qf',
nlargement and third country reactions ‘to the 'SEM began to _
.preoccupy “analysts and..dec1s1on»‘makers, (see_-espec1aliy
Redmond, 1993). | . |

As even a cursory data. base search shows, "book' and

periodical literature on the "external relations" of the _'

Communlty tend to concentrate on the EC S major interlocutors.
such~as the United States,tEFTA, JapanL developing.countries'
-(erg;, thehACP)h and; more{recently, Central and Eastern -
_EUrope, 'thUS .often: ignoring, medium—sized, industrialized

countries such . as Canada. For example, on Japan-EC relations,



there have studies by Rothacher‘(1983)“, Daniels (1989)%%, and
EleAgraa (1993)%; but the rlchest and.most far- ranging studles
since 1984 (many actually book- length) have been spec1f1cally
fon AECfU.S.. relatlons , .1nclud1ng those by Smith .(1984,'
| 199ll“,'Baldwin (1986)*, Tsoukalis (1986)5%'Ginsberg'(1989)“,
.Schwar'tz-_ '(-1989)52,'. Hufbauer (1990)%, Woolcoc-:kv» (1991)5
'Haftend‘orn. ‘and Tus-chholff (1993)55, . and Smith and Woolcoc‘k_
(1993)%. | | | | |
"dGiven the‘rich vein-of research on EC-U.S. relations, the

inSpiration and justification for this dissertation topic are

"to be found  in the lack of a dlstlnctlve body of llterature7

focu51ng on the EC's relations .w1th or 1mpact on, ~non- -
European.lndustrlallzed "llberal.democratlc" states sometlmes
‘also referred to as “mlddle powers"f Jullet Lodge s book on

EC-New Zealand agricultural° rélations and Miller's ‘more .

| d(general'book on. EC—Australia trade'relatiOns are exceptions‘

that prove the rule.% As yet there is no book- length treatment
of Canada IS relatlons w1th the Communlty
leen;thls apparent lacunae in the llterature, the third
;categoryvof secondary_readings.for,this'study~consists of
ekisting'soholarly andlpublic sectorﬁwork on'specifically
| Canada-EC relations. This dissertationdseeks to add to as well
- -as to tle together the various' dimensions’ of Canada's
relatlons with the Communlty that are evident in this corpus.
_of knowledge. For an early-examlnatlon of Canadlan-reactlons

. to the_creation of the Common Market, the edited volume of
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papers presented at a symp051um held in Canada in 19621
entltled Canada, the Commonwealth and the Common Market, has
‘proved to be both illuminating and a richjsource for drawing
comparisons' to later Canadian reactionsiptO’-the various}
successivevphases-of European'integration,“pTo_date,'this is
-the oniy'single textithat provides afcross-section of Canadian
views - business, labour, government - on Canada's reiations
w1th the Communlty On the process of Canada-EC relatlons, thej‘
‘wrltlngs of Pentland (1977, 1991)?, von Rlekhoff (1978)°%°
Boardman * (1979)%!, Dobell (1985)%, Soldatos ‘.(.1988)'_63, ~and
Granatstein.and Bothwell k1990)“,_on the'"Third'Option"'and
its'implications have proved to be-veryvuseful,‘as well as the
.unpublished doctoral<dissertation.of baniel Roseman.(l983) and
;Boardman‘et al (1984)65 on the Framework Agreement In_the
bu51ness studles and economics llterature, there is ‘the work
by Papadopolous (1986)°5, Soldatos _(1988, .1990)“; Pitts
"(1990)“,~and DemerS»and'Demers (1991)%°. On the public sector
S1de,~EAITC publlshed a number of 1ndustry studies between;
_ 1989 and 1991 to ass1st Canadlan bu51ness in understandlng the
1mp11cat10ns of ‘the SEM as part of. its trade_ promotlon
efforts 7 Although the bodies -of research and analySis
outllned above probed bllateral trade and 1nvestment flows or
the structure of bureaucratlc consultatlve mechanlsms under
A_the Framework Agreement they - dld not succeed in prov1d1ng
robust frameworks for understandlng the often cross -cutting

: trade ang securlty'pollcy dlmens1ons of th;s rapidly evolvlng,
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bllateral relatlonshlp in the post- 1989 period.

'_The explanatlon':for the' lack of a currenth>and
comprehenSive‘_ treatnent ~of  Canadian-EC, relations :'is
'muitifaceted. One,reason is institutional) resting on the‘
'priorities‘of the organizations that have funded~canadian'
foreign policy research in recent'years;Aanother,'is simply :
the_declining.number of Canadian_scholars ouer the»last decadev
with not onl& an interestdin_thedoverall direction of Canadian
‘foréign p01icy,but who’are also interested in transatlantiC'
relations'“ Finally, both the overall pauc1ty of Canada-EC.
. research as well as the absence of a s1ngle comprehen51ve work"
_.are also due 1n part to the sui generls nature of the object,
of scrutlny, to the political and economic evolutlon of the EC
'1tself and to the dlfferentlated.post Cold.War forelgn pollcy ‘

concerns of Canada and the Communlty
1.4 CONCLUSION

, A number of 51gn1f1cant observatlons arlse from thlS study s
outllne of the evolutlon of Canada S pollcy response to thel
;process of European 1ntegratlon Flrst ~at each succe551ver
‘stage of European economic 1ntegratlon from the late 1940s to
the early 1990s, Canadlan polltlclans, bus1ness people and
government off1c1als were concerned about the potent1a1
dlscrlmlnatory 1mpact of this process on Canadlan commerc1a1'

interests. The major difference between_the earlytreactlons
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dand those later on was that by the mideIQBOs, with Canadian-
.attention focused'ongthe impact of Nortthmerican-economics
integrationﬁ;for‘the first time in Canada's history as a
nation andba colony:a consensus had formed.domestically that'
vthe hlstorlc Anglo European optlon was no longer reallstlc
Second this study will show that Canada s approach to
the EC is 1nt1mately related to how it v1ews its "Atlantic" -
role. The late JohnrHolmes, perhaps stlllvthe most prescientl
,,observer of Canadian 5foreign -policy, .noted that_ in "the
immediate post-war period and untillthe formation of the_EC}
the.concept of an Atlantic‘Communitijas excessively driven by
the,“idealism“ of Pearson and his colleagues at the Department
~ofAExternal Affairs due to what Holmes perceiVed ashtheir'
over- attachment to Artlcle 2 of the NATO Treaty 72 In the
1970s Canada's de51re for closer tles w1th Western Europe and
'the EC, in particular, was propelled _1n large part as- a
byproduct ofithe Trudeau'government's.nationalist fervour. By )
-the l980s, however,."AtlanticlSm“ had clearly.lostvits lustre..
As this studyrdocuments; only in the aftermath:offthedhistoric.
. CUFTA and NAFTA negotiations and becausebof the’Community*s ;
~"1992" prOgram'and;the collapse of communism in the CEE's
after.1989,iWas the'concept of an Atlantic,free trade area
briefly revived‘ during " the second-'term -of the Mulroney ‘
government Indeed,.lt can  be sald that the TAD and the
LN CLY ‘ wm\»’t\v, statined '
‘dec151onAto withdraw all Canadlan troops from Europe remain

" the only lastlng ev1dence, of the Canadian government S
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_introspection'concerﬁing itsrAtlantic role during this period.

Third, = the historical analysis also: highlights ‘the
f_remarkable.similarities betweeh the debates on'the appropriate
‘transatlantic_institutional_structdre that took place within
‘the..Canadian_'governmeht in the period' leading'iup to the
creation of NATO (September 1947 - April 1949)73, and those
. more thah forty years later (mid-1989 - 199l) concerning
Canada‘scforeign policy role.ih.Europehthe'post-Cold War
period.” Indeed, as _this study s - analysis Vof 'post—TAD
-transatlantic policy options suggests, the policy ydebate‘
surrounding the negotlations of the NATO;Treaty,may'actually-
" hold lessons_for the ability-Of Canada,in the post-ColdVWar>
period to influence the:creatioh-ahd/or,re—configuration of
'transatlantic:institutions;'But.perhaps this study's.mostv
'1mportant contrlbutlon is that it conflrms what Lester Pearson
always recognized namely,rthat the United States is the “key -
:to-any'progress toward an Atlantic alllance" and by deﬁlnitlon_r
the 'key"in the calculus'of both ECjand'Canadiah policymakers
as they modulate thelr approaches to each other.” It seems
‘that what became even less certain by the early 1990s in the
'context of EC Canadlan relations ‘was the role of Canada's .
"other" spec1a1'relationship,'namely, that w1th the Unlted'
Klngdom %It also raises the 1nterest1ng question of whether
the pre- Second World War "North Atlantic Triangle" 4 Canada,
UK,'and_the'United States - is being replaced definitively by

" an EC-North America axis, centred in Brussels and Washington.'



Although these two questions are,certalnly'touched upon'in
this - dissertation in’ the context 'of.'the future~bof
transatlantic relations, a‘detailed exploration of possible
answers - sinCe it ‘would be-beyond'the‘scope of'this study's
more discrete focus on Canada-EC relations - is left for
futnre research. Thisnstudy-concludes that the essential
challenge for Canada-EC relations in the 1990s is not so much
. whether Canada4should scale—back its'Europeanipresence; but
l rather to what degree Canada can re- create the leverage lost
w1th the passing of the Cold War, a period durlng whlch a
Canadlan securlty commltment was. accepted and expected by its
‘Enropean allles, andzdurlng'whlch the necessary polltlcal
: stability to enconrage transatlantic conmerce was proVided;
Theﬂ'challenge v llnkage pOllthS posed ‘by 'pan¥ ‘
Europeanlsm in the 19905 is to- what degree Canada Europe and
Canada- Communlty'collaboratlon.on.co operatlve securlty'lssues
encompa351ng refugees/mlgratlon, terrorlsm, the env1ronment
. poverty and human welfare, and inter- ethnlc confllcts, w1ll
help to rebuild some of the tradltlonal Canadlan leverage
exercrsed through NATO and the CSCE. Further,_what_lmpact,'lf
any,.willithese efforts have on the choices-available to,
Canada'in_its responsevto the'emergence of a Single European
Market, a-process;that has far more,important and numerons
consequences-than:flrst'expected‘ due'to.the exigencies'of
;_integration?. Wlthout the unlfylng pressure‘ of East -West

polariZation, the EC S Member States in' the post Cold War
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'period'haﬁe felt.it»increasingly'uhnecessary to_maintaiﬁ-a
common front with North America'oncinternational:security.or;a
trade issﬁes;'leading to an unraveling of'the rraditiOnal
| tranSatlahtic political—securityvnexue.‘Already byrthe_earIY‘
;lQSOe chis created a fertile envrronmenc for the increasede
politicizaticn of transatianticveconomic and trade relaticns,_ﬁ
and thus withia'the "tWo pillar"fframework of transatlanticism
witnessed thef"eide—swiping" of Caaadalin an escalation of EC-
U.St disharmony. | | - |

| ._Tc prevent marginalization;'the'argument ie.made here
;tﬁatrcanada's relations with Western Europe in the late 1980s
_'and'early 19905 exhibited a leverage¥buildihg approach with
three broad-cbmpbﬂents:‘pciicy — greater integration of the
'éCoﬁomic aﬁd‘security tracks ofrits Europeah.policy framewcrk;
,’strUCtural’ - pursuit of changes = in the -institutiohal
frameworks governihgftransatlantiC-relatioas;'ahd,attitudinal
— increased.¢oalitioﬁ—buildihg among the'major stakeholders on
both sides of the Atlaaticf(e,g.,*che Canadian and Ccmmission
bureaucracies, .the. Canadiana and Eurobean - parliaments,
-policical leaders_and_the bﬁsinees communiries on both:sides
' of.the-Aclantic); Siﬁcelthe'aiesertation comparee the nature
of strﬁctural Changes iﬁ the'traasatlantic relationship to the
policy and institutional adjustmencsﬁ that were made,
hatﬁrally"arising from.suCh an approach is the .question of
' whethervthelvarieue adjuecments-in Canada's leverage—buildiﬁg

were sufficient and effective in the pursuit of Canada's
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European‘ interests' dﬁring the“tWO‘,terms of the Mﬁlroney
government .. -Thé 'study 'concludés that ‘the 'policyA and
institu;ional-édjustméhts in Canadian-EC relatiéns during Ehis
period only ‘parfiallyf_absorbed the imﬁact  of ‘ﬁnderlying,
_ strﬁctural changes in traﬁsatlantic'economict.political.and :

security relations. -
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NOTES

1. As cited in J. L. Granatstein and Robert Bothwell, Pirouette:
. Pierre Trudeau and Canadian Foreign Policy (Toronto: Un1vers1ty of
Toronto Press, 1990), p. 172 and footnote 89. Ritchie was among
the orlglnal elite corps who constituted Canada's first foreign
service (after Statute of Westminster in 1932). He rose to become
Under-Secretary of State for External Affairs. '

2. The name of the CSCE has been changed to the Organization for
Security and Cooperation in Europe (OSCE). Given this study's time
~ frame, the acronym "CSCE" will be used.

3. The European Coal and Steel Community (ECSC), Euratom and the
European Economic Community (EEC) were formally amalgamated July 1,
1967 to become the European Community (EC). The EC became the
European Union after ratification of the Maastricht Treaty on -
November 1, 1993. For a good review of the rise of the EC, see John
Pinder, European Community (London: Royal Institute of
International Affairs, 1989), esp. Ch. 1: L

4. The twelve Member States are:- Germany, France, the United
Kingdom, Italy, the Netherlands, Spain, Belgium, Denmark, Portugal,
Ireland, Greece, and Luxembourg. As.of January.l, 1995, three new
states - Austria, Sweden, and Finland - joined the EU.

5. The best regular source for Canadian views on European security
is the periodical Canadian Defence Quarterly. See also the most.up-
to-date research bibliography on Canada's defence and security
literature in David B. Dewitt and David Leyton-Brown, eds.,
Canada's JInternational Security Pollcy' (Toronto: Prentice-Hall
Canada Ltd. 1995), Appendlx ‘ .

6. Charles Pentland, "Europe 1992 and the Canadlan Response, in
Fen Osler Hampson and Christopher J. Maule (eds.), Canada Among
" Nations 1990-1991, (Ottawa: Carleton University Press, 1991), p

- 126.

7. For an excellent historical discussion of the 1mportance of
diversification in Canada's foreign polic¢y policy in the context of
Canada's relations with Europe see Panayotis Soldatos, "En .guise
- d'introduction: Le Canada devant la diversification et  le
continentalisme libre-échangiste, " in A.P. Donneur and P. Soldatos
- (eds.) Le Canada & 1'ére de 1'Aprés-Guerre Froide et des Blocs
" Régionaux (Toronto: Captus Press, 1993), especially pp. 1-3; See
ralso Donald Barry, "The United States and the Development.of the
Canada-European Community Contractual Link Relationship," American
Review of Canadian Studies, Vol. 10, (Spring), pp. 63-74.
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8. Accordlng to an acclaimed blography of Lester B. Pearson by John
English, Pearson believed "that Canada's identity depended upon the:
nourishment that flowed from its links to. Europe and that without
such links the economic and political sinews of Canadian nationhood
would shrivel." John English, The Life of Lester Pearson, .(Toronto:

. Alfred A. Knopf, 1992), p. 110. For an equally profound treatment

of Pearson's thinking on the North Atlantic community see John
Holmes, The Shaplng of Peace: Canada and the search for world
~order, 1943-1957, Vol. 2 (Toronto: University of. Toronto Press,
--1982), ‘Ch. 5. And for Pearson's "Atlantic Vision" in his own words
see Lester B. Pearson, Mike: The Memoirs of the Right Honourable
Lester B. Pearson (Toronto: University of Toronto Press, 1972), Ch-.

- 9. The best treatment of Trudeau's "Europe" policy from the late;
1960s to the early 1970s can be found in Peter Dobell, Canada's.
.Search for New Roles: . Foreign Policy in the Trudeau Era (Oxford,

UK: Oxford University Press, 1972; and Peter C. Dobell, Canada in .
World Affairs, Volume XVII, 1971-1973 (Toronto: Canadian Institute’

of' International Affairs, 1985), Ch, 8. On a reappraisal of the

Third Option see Panayotis Soldatos in Paul Painchaud, (ed.) From
Mackenzie King to Pierre Trudeau:. Forty Years of_.Canadian
Diplomacy, 1945-1985 (St. Foy, Quebec: Université Laval Presse,
1985); and J.K. Granatstein and Robert Bothwell, Pirouette: Pierre
Trudeau and Canadian: Foreign Pollcy'(Toronto Unlver51ty of Toronto

' Press, 1990), pp. 111-172. : .

:lO. See, for example, Lawrehce Woods, Asia- Pac1fic .D;plomacy
‘Nongovernmental  Organizations and = International ~ Relations
V(Vancouver, ‘BC: Unlver51ty of Brltlsh Columbla Press, 1993).

.11, A phrase c01ned by Nuchael Hart in. hlS chapter entltled
"Canada Discovers its Vocation as a Nation of the Americas," in Fen
Osler Hampson and Christopher J. Maule, eds., Canada Among Nations
1990-91: After the Cold. War (Ottawa Carleton University Press,
1991), pp. 83- 108 , : :

12. John Halstead "Atlantic Communlty or Contlnental Dr1ft°"-
Journal of Eurqpean Integratlon, Vol le, No 2; {(Spring 1993), p
- 158. : . _ . o ' L

13. A multlpolar rather than 'multinodal' world is referred to
‘here because there will continue to be economic. competltlon,'
although now among a greater number of regional grouplngs
‘Multimodality would not be appropriate .in this 1nstance since it
~-de-emphasized- competltlon :

14. A classic exposition on why Canada adopted an internationalist
foreign policy can be found in John W. Holmes, The.Shaping of
bPeace, Vol. 2, Canada and the Search for World Order 1943 1957
(Toronto Un1vers1ty of Toronto Press, 1982) . ,
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"15.° For an excellent historical examination of multilateralism in
Canadian foreign policy, see Tom Keatlng/ -Canada and the World
Order: The Multilateralist Tradition in Canadian Forelgn Pollcy
(Toronto: McLelland and Stewart, 1993) :

" -16. Accordlng to Wolfers, posse551on goals are a means of o

preserving or enhancing a country's possessions (e.g., natural
resources) ; milieu goals are aimed at influencing the nature of the
international environment beyond a. country's borders. Arnold

- Wolfers, Discord and Collaboration: Essays on International
' POllthS (Baltlmore Johns Hopklns Press, 1962), ch. 5, pp. 67-80.

17. The G-7 has been a prestlglous forum for the discussion of
macroeconomlc policy since 1975 and, since 1980, international
political issues as well. It . is important to,note that the G-7
"summits are made up of no less than four EU'Member States (Germany,
France, UK, 1Italy) plus the President of the Commission to.
© represent . the interests of the smaller Community members. The
, Quadrllateral Group includes the EU, US, Canada .and Japan. The EU
also is a dialogue partner of the follow1ng groups of countries:
ACP states (69), Andean Pact, Arab League, ASEAN, Contadora,
© Central America, Council .of Europe, EFTA, Front Llne'states, G8,

- GCC, Mediterranean states and SELA.. See Table 5-1 in Chrlstopher
Hill, ™"The "Foreign Policy of the.European -Community," Foreign
Policy in World Politics ' (Englewood Cllffs, New Jersey: Prentice-
Hall 1Inc.; 1992), p. 127. With Canada's own afflnlty for
"dialoguing" with as many groups of countries as possible there ‘is
considerable overlap between the Canadian and EU dialogue partners
{e.g., at the annual ASEAN Post Ministeral Conference, former Front
. Llne states, Contadora, ACP states) :

18. Mlchael Smlth and Stephen Woolcock The U. S and the European-A
- Community in a Transformed World, draft manuscrlpt made avallable :
to thls author, 1992 p 7. T :

'19. In-contrast to the.Amerlcan case, where befdre 1990 there'did I
not . exist bilateral institutional 'mechanisms to‘' manage the -
relationship, in the Canadian case as the this'study discusses in -
Chapters Three and Four, the TAD was more symbolic since Canada had
already put in place a number of institutional mechanisms in the

- 1970s. See" Michael Smith and Stephen Woolcock, The’ United States

and the European Community in a Transformed World, (London:. Royal
Insitute of International Affalrs, 1993), p.1. R

20 Woolcock Tradlng partners to tradlng blows, p 12

'721 ‘Lorraine Eden and Maureen .Appel Molot, unpubllshed paper on

‘o"Canada -U.S.-Mexico. free. trade that ‘was given to this author in

" October 1991; Tomlin and Doern (1992)., Rugman (1991), Only Michael
_Hart, a Canad;an official who participated in the negotiations
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leadlng up to the CUFTA, has argued that both the motlvatlons for
~and the process of the free trade agreement was preponderantly
_influenced by small number of trade policy officials. In his view,
although the Canadian business - community was ' consulted by
government, it was almost tangential to the process of achieving
the final agreement. See Michael Hart (with Bill Dymond and Colin
Robertson), Decision at Midnight: Inside the Canada-U. 5. Free Trade
Negotiations (Vancouver: University of British Columbia - Press,
©1994). S : . ’ ‘

22. This does not of course dlscount the rlch contributions of
Canada's- diplomatic historians such. as C.P. Stacey, Robert.
Bothwell, Norman Hillmer, Jack Granatstein,.John English, and John.
Hilliker or the many diplomats turned academics such as John -
Holmes, Escott Reid, Arthur Andrew among others. Many of their
works are cited in the present  study. Nevertheless, their
perspectives often focus on the personalities of the Canadian
leaders who made foreign ' policy rather than on - developing
analytical schema with which to determine recurrent patterns ihn
Canada's international relations. Indeed, such a° "scientific"
exercise would probably be anathema to them o :

23. James,anrs,»The Art of_the PQSSlble‘ Government .and Forelgn
. Policy in_Canada (Toronto: University of'Toronto Press, 1960) .

24.A R.'-Barry Farfell The .Maklng' of Canadlan .Forelgn Pollcy
(Scarborough, Ontario: Prentice-Hall, 1969). '

25. Bruce ‘Thordarson, Trudeau . and .Forelgn ‘Policy: A -Study"inA
Decision-Making (Toronto! Oxford Unlver51ty Press, 1972).

26. Cranford Pratt, ed: Middle Power Interatlonallsm the Nbr;h4
South . Dimension (Klngston & - Montreal McGlll Queen's Univer51ty
~ Press, '1990) ' ‘ ' o

27. Denis Stalrs The Diplomacy of - Constralnt Canada,'the Korean
- War, and the- Uhlted States (Toronto Unlver51ty of Toronto Press,
1974) . : .

28. Kim Rlchard Nossal, The Politics . of Canadlan Forelgn Pollqy
(2nd ed., Scarborough,. Ontarlo Prentice- Hall 1989)

‘~29. David B. Dew1tt and John J. Klrton, Canada as a E&unc1pal .
Power: A Study in Foreign Pollcy' and Internatlonal Relations

(Toronto: John Wlley, 1983).

'30. Canadian political scientists drew much of their foreign policy
_decision-maklng theory from Graham T. Allison, The. Essence of
Decision: Explaining the Cuban Missile Crisis (Boston: Little,.
Brown, 1971) and Morton Halperin, Bureaucratic Politics and
American Foreign Policy (Washington, D.C.: Brookings, 1974). For
examples of American academic influence on post-war approaches used
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to study Canadlan forelgn pollcy see an excellent review by Denis
Stairs, "The - Post-War - Study of Canada's Foreign Policy,"
International Journal, Vol. L, No. 1 (Wlnter 1994-95), esp. p. 34.

31.  See espec1ally Krasner, (1978)
- 32. Adapted from Albrecht Rothacher S PH D. dlssertatlon, p; l3l

"~ 33. On this statist approach see Kim R: Nossal, “Analy21ng the
‘domestic sources of Canadian forelgn policy," International
: Jburnal 39 (1983- 84), pp. 1-22.

34. The planning staff, acts as the nerve centre or, as it has
been described, the cerebral cortex of most foreign ministries. In
the Canadian case, because it is attached to the Under-Secretary of
State's office,lit-has an overview function- over all Departmental
functions. Its location therefore made it an ideal vantage point
~for this author to study the- forelgn pollcy process. -

35. Until” 1989 the Department was the known 51mply as External
Affairs; from 1989-1993, in acknowlgement of its amalgamated
status, it was known as External Affairs and International . Trade

Canada. Since November 1993 it has been the Department of Foreign. -

‘Affairs and International Trade; the. Secretary of State for
.External Affairs has become the Mlnlster of Foreign Affairs.

39. To legally c1rcumvent thlS llmltatlon, this- author 1nstead
interviewed middle-rank and senior officials who wrote the telexes,
- memoranda,. policy papers; and think-pieces that were pertinent to
this study. If the officials agreed to provide the author with
information on the subject matter of the dOCumentatlon, the author
- was then able to cite the 1nformat10n as recelved in confldentlal,

1nterv1ews S

40. It was this author's impression -that since he was identified
with the Policy: Planning Staff and not considered an "outside" -
researcher, -Canadian —officials were more  forthcoming and
'comfortable about submltlng to 1nterv1ews

41 The 1nterv1ew process, although prov1d1ng a needed context to
_ the Canada-EC relationship that was largely absent from internal
written communications, did however present its own unique set of
problems. For example,. there is the perennial - difficulty of
‘distortions arising as interviewees were asked to recall events
from the past - something that is exacerbated in a highly

rotational bureaucratic structure -such as a foreign ministry.

Mitigating this disadvantage was the fact that distance may have
allowed the interview subjects to provide more nuanced and perhaps
"less subjective recollections of events. The pitfalls of the
" interview process quickly became apparent to this author as some of

the hlghly success-oriented EAITC officials put positive "spins" on
even the most shallow policy initiatives. This problem can be’
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- overcome by interviewing as large and diverse a sample of relevant.
~actors as possible and by comparing the views.obtained with the
conclusions drawn from reading the files. However, in the case of
the present  study, with EAITC such a central actor in the Canadian
foreign policy decision-making process, it was difficult to
assemble a diverse sample of interviewees. from both inside and
outside the Department with sufficient knowledge of a bilateral
relationship. Thus there is an inherent danger in the examination
of Canadian foreign policy actions that -the analyst will be
confronted by information that reflects an exaggerated view of the
importance of EAITC. Indeed, it was this author's impression that
officials in other government departments - OGDs - were extremely
uncomfortable in discussing bilateral Canada-EC  issues (whether
fish or transatlantic small business linkages), and preferred to
refer the author either to the European Community Division at EAITC
or to ask permission from EAITC before speaking to the author.

42. Michael Franklin with Marc Wilke, Britain in the European
- Community (London: Royal Institute of International Affairs, 1990);

~Stephen Woolcock, Michael Hodges, and Kristen Schreiber, Britain,
Germany, and 1992: The Limits of Deregulation (London: -Royal

Institute of International Affairs, 1991); William Wallace,
Britain’s Bilateral Links with Western Europe (London: Routledge &
Kegan Paul, 1984); and William Wallace, The Transformatlon of

. Western Europe (London Pinter Publlshers, 1990)

"~ 43. C F. Peter Stingelin, The Eurqpean Communlty'and the Out51ders
(Toronto: Longman Canada, 1973) - this. is one of the few treatments
with a Canadian dimension to the EC's external relations; Peter
Coffey, The External Economic Relations of the EEC ‘(London: The
Macmillan Press Ltd., 1976); ‘R. Morgan, Europe and the World
(London: Europe, 1976); Geoffrey Edwards and Elfried Regelsberger,

" Europe's Global Links (London: Pinters, 1990); Leslie  Fielding,
Europe as a Global Partner: The External Relations of the European
Community - (University Association for Contemporary -European
Studies, 1991); Juliet Lodge, The European Community and the
Challenge of the Future (London: Pinter Publishers Ltd., 1989 and
- Second Edition, 1993), esp. Chapters 12-16 of First Edition; and
John - Redmond, ed. The External Relations of the European
Community: Internatlonal Responses to 1992 - (London: Macmillan
- Press, 1992). On the EC's relations w1th middle powers, it should .
be noted that Redmond's treatment does include a chapter by Juliet
Lodge on New Zealand and. Australian approaches to the Slngle
Market

44. Rothacher, (1983).
45. ~ Gordon Daniels and Ian Gow, "The European  Community and

Japan, " in Juliet Lodge, ed.,.The European Community: Blbllographlc
Excursions (London: Pinter, 1983), PP 25 235.
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'46.:Ali El-Agraa, "Japan's Reaction to,the.Single Internal Market, "
in - Johri Burton, . ed., The External Relatibns of. the European_‘
Community,- pp 12-30. o ' ’ : . _

47.“ These- are noteworthy because they are dlstlnct from the much
larger -corpus of academic and policy-oriented treatments of
"Atlantic" or Western Europe-U.S. relations that had been published
previously. This literature, reflecting the period of East-West
confrontation, - focused on Europe-U.S. relations in the context of
the transatlantic .security architecture (primarily - how .the
‘vicissitudes of NATO intersected'and affected the transatlantic -
fbargaln)'and if it did not 1gnore the EC altogether, tended to
give it and transatlantlc economlc and trade relations short. -
shrlft ' _ _ . : '

48. Smlth is perhaps the most prollflc academic analyst of EC-U.S.
relations. He has compiled a bibliographic listing (by decade since
1945 and ending in 1984) of key treatments of American-Eurapean
relations as well as an excellent bibliography of select books and
articles on transatlantic ‘and Europe-U.S: relations: with. brief
descrlptlons of - their orientations (e.g., trade/economic,
- theoretical, political/security). See Michael Smith, Western Europe
and the United States: The Uncertain Alliance (London: George Allen
& Unwin Publishers Ltd., 1984), pp. 20-21 and Bibliography. This
bibliography has been substantlally updated in his co-authored 1993
book  on EC-U.S. relations (see footnote 53). See also Michael
© Smith, "The Devil You Know: EC- Us Relatlons,“ International
Affairs, 1990 : : - '

- 49. Robert Baldw1n,- Issues 1in US- EC’ Trade .Relatlons (Chicago:
: Unlver51ty of Chlcago Press, '1986). .

.50. L. Tsoukalls (ed ,), EUrope, America and ‘the World Eoonomy
(Oxford Blackwell, 1986). : ' o :

A51 Roy Glnsberg, Forelgn POllC}'ACtlonS of the European Communlty _
The Politics of Scale (Boulder, CO: Lynne Rienner, 1989). Although
" this examlnes all aspects of the EC's foreign policy, since the
U.S. is the Communlty S most important diplomatic partner the book
" offers an in-depth as 'well historical analysis of U.S.-EC
‘relations. : T _ ‘ -

52. Jurgen Schwartz, The External Relations of the European
Community, in- particular EC-US Relations (Baden Baden: Nomos
- Verlagsgesellschaft: for the European Policy Unit at the European

- University Institute, 1989), especially Part III entitled "Specific
Problems of the Relations Between the European Communlty and the
United States" and the contribution by Barry Carter on a "Code of
Conduct for EC-US Relations" which reflects, from- an American
perspective, the discussion in Chapter 10 of this’ dlssertatlon on -
the modalltles of future Canada-EC relatlons
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53. Gary Hufbauer, Europe 1992: An American perspective .

(Washington, D.C.: Brookings Institution, 1990) .

54'~Stephen Woolcock< Market Access Issues in EC-US relatlons
Trading Partners or Trad1ng.Blows° (London Plnter Publishers.Ltd..
1991)

55. See Helga Haftendorn and Chrlstlan Tuschhoff eds., America and
Europe in an Era of Change {Boulder, Co.: Westview Press, 1993).
The uniqueness and strength of this book is that it brings together
senior American academics who provide pollcy prescrlptlons for the
future of U.S. policy towards Europe. Especially interesting is the
debate between Stanley'Hoffman (who believes that the transatlantic
security agenda will remain dominant) and Catherine Kelleher (who
believes military issues will lose their paramount importance) and
Robert Putnam (who contends that c¢onflicts over ‘security will
concern less vital interests and that as a result transatlantic
- relations w1ll be more stable) . :

56. This is the most recent'and‘most comprehensive treatment of

both the security and economic tracks of EC-U.S. relations.

57. Juliet Lodge;‘The European Communlty and New Zealand (London:
Pinter, 1982), and J.D.B. Miller, The EEC and Australia (Melbourne
_Nelson 1976) : L

58. Interestlngly, in this edlted volume there is an introduction
by Jean Monnet. See W.B. Cunningham, ed., Canada, the Commonwealth
.and the Common Market (Montreal: McGill University_Press( 1962).

59. Charles Pentland, "Europe 1992 and the Canadian Response, " in

Fen -Osler Hampson and Christopher J. Maule, eds. Canada Among

Nations 1990-91: After the Cold War (Ottawa: Carleton University

Press, 1991), pp. 125-144; and "Linkage Politics: Canada's Contract
. and the Development of the European Communltles," Ihternational
Jburnal 32, (1977). : . : ‘

60. Harald von”Riekhoff, "The Thlrd Option and Canadlan Foreign

Policy," in Brian Tomlin, (ed.), Canadian Foreign Pollcy Analy81s~

and Trends (Toronto: Methuen, 1978).

61. Robert Boardman, "Initiatives and Outcomes: The European
Community and Canada's 'Third Optlon'", ‘Journal of - European
Integration, Vol. 3, No, 1 (1979) ' o ‘

62. See Peter C. Dobell, Canada in World Affairs, Vol;AXVIi, 1971-

1973 (Toronto: Canadian Institute of International Affairs, 1985),.'

"and also, -Canada's Search .for New Roles: Foreign Policy. in the
_Trudeau Era (London Oxford Unlver51ty Press, 1972) :
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- 63. Panayotis Soldatos and André Donneur, Le Canada entre le monde
et les Etats-Unis: un pays en quete d'une politique etrangere
~renouvelee (North York, On: Captus Press, 1988). See -especially -
- chapter by Soldatos on Canada-EC relations. T

64. J.L. Granatstein and and Robert Bothwell, Pirouette: Pierre
- Trudeau and Canadian Foreign Policy (Toronto: University of Toronto
. Press, 1990). This contains the best assessment of the process
leading up to the signing of the .1976 EC-Canada. Framework
Agreement. - ~ : : . o .
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CHAPTER TWO

THE THEORY OF MIDDLE POWER FOREIGN POLICYMAKING

2.1 Inttoduction

Since the énd of the Second World Wér, academics have viewéd
"Canada's interndtionél Status in three markédly.different
ways._Thé fifst and most popﬁlar systemic modél, often called
thé "libéral-internationalist" assumes that Canddian‘foréign
policy can best bé.understood.if éanada is seen as a middle
power seeking to contribute to ¢intérnational peace-'andA
s;ability by advocating and Vsupporting an ihcréasing,
]'institutiohalizatioh of iﬁ;ernaficpal relations inIWays that
Wguld ensure a major rolé_fof Cénadé;F Basai-on‘é'étr¢ng
netWork'of“interhétidnal.ofganizations-in5Which all states
~ have- the‘_pétential to infldénce evénts,A the new syétem
eventually replaced the énarchy» and 'relianée oﬁ 'force_
4prépounded'by3classical réélists.in their balanceIOf poWef
' theories. Cahadé's'"global" foréign pblicy'was‘evident in its-
rd}e és a fouﬁding‘ ﬁembér of most post-war multilateral
économic (e.qg., GATT,;QECD,,iMF,'IBRD) aﬁd‘séCurity fora.
.(e;g,, NATO, CSCE);‘With the;end.of the Cold War, Canadé,_
feinforcing.thevincreésing importance of'Asia'Pacific in its.
“foreign policy, began promoting itseif 'as. a playér in -
tdiscuséidns to create a_Nbrth Asian multilateral security
"forumfi This désife to belong was a result.of.historical

experience which had shown that international-organizations.
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played an important role in setting‘the-rules.and standardsi
which could benefit.all Canadians, whether it was enhancing
lglobal peace and security or'ensuring'equal access to global
- .markets for Canada's farmers and fishermen. By the late 19805,
however, With‘ fiscalv'realities loonlngrvlarge' in Ottawa,
Canada's membership in a wide asSOrtment oinnternational
organizations with Varying levels of.influence;.ranging from
the prestigious G-7 to the more obscure International Tropical
'Timber,OrganiZation,hprompted questlons from both inside and
‘outSide of government about the necessity for Canada to be the
qulntessentlal joiner.

Allen Sens states that Canada s Cold.War lnternatlonallsm
:(includlng 1ts defence component), was based. on a clear
'conceptlon of Canada s natlonal securlty 1nterests lWhile
hlstorlcal afflnltles and.polltlcal and economic membershlp in
the West contrlbuted to Canada's Cold War 1nternatlonallsm,"-
he concludes that "the pursult_ of a pollcy of actlve
engagement.abroad:and full partnershlprln ‘the emergent Pax
Amerlcana was’ founded on the reallty of geography and - the:
:strateglc dynamlc of the Cold War "3 The concern was that an
outbreak of hostilities in Europe or elsewhere could,escalate‘
to a superpower confrontation“which would place Canada at
risk for any full scale war between the superpowers would
leave Canada (Wthh was part of the'"North Amerlcan Targetl
Set") elther a dlrect target of attack or at best a v1ct1m of

severe collateralv damage. 'Therefore,'rin addition to
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-part1c1pation in North American defence, it was in Canada's
rinterests to contribute to efforts to deter a general European
" war and.prevent control or contain the spread of hostllltles
in areas of tension around the world.

A second dimen51on of Canadian internationalism noted by
Sens was concern over Canadlan sovereignty and independence
‘The maintenance of 1nternational commitments and the exertion_
of "middle power" roles;—bln particular the commitment to
coilective defence _in'-Europe and United 'Nations (UN)i
peacekeeping»e-would act as counterweights to the_political
tand,econonic influence of the United States as well as‘a’morei
general.expressionAOf-the-Canadian government‘s claim to be -
acting as an'independent sovereign political entity s

" The: need for "counterweights” and "1ndependence" as we
shall see 1in subsequent chapters ‘has ‘deep hlstorical roots 1n'
Canada S. external relations As Canadian historian Kenneth
McNaught has ‘wrltten,_ the v"most consistent theme running
through the sometimes'tenuousTtaie of Canada's.reiations,with'
the'outside world has beenia concern for‘sur{r‘iva']A.."'5 ThisJ
theme was borne out in the Old Prov1nce of Quebec, 'the
Loyalist mlgratlons to BrltlSh North America after the
.rAmerican.Revolution, the War of i812,-the borderrraids,in the
11830s and 1860s, and the pressures of American expansionism‘in
; the 1880s and early.19005 that led to the creation by Canadafs
first'prime.minister, Sir JohniA. MacDonald;.of A;Naﬁibn51

'Policy to'protect the Canadian market-from'being hurt " by
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cheaper- American imports. These events were marked by
successive decisions against political union with the United
States. Nineteenth-century Canadianﬁforeign policy was based
on a.conscious1y—formu1ated concept of balance - between the:
‘threats posed'by'American expansionism and required "loyalty"
to Britain The pr1nc1pal counterwelght to dependence on
: Brltaln was encouragement of trade w1th the Unlted States or
"a counteractlng nationalism.® This search for counterweight
and diversification in diplomatic‘ ties has also been the
leltmotlf of Canada s 1nternatlonal relatlons in the 20th
century. . In ‘the 19805, when commentators'-focused "on the
Mulroney government s increased bilateralism with Washington,
- this observation overlooked the same government's strong
.support for multilateral ties through NATO, the UN, the
Commonwealth and La~Franoophonie |

In the above descrlbed “comfortable conflguratlon,“7 as .
" Dewitt and Klrton have termed 1t Canada became a state of
'_medlum strength that rarely used its: power dlrectly in the,
pursu1t of natlonal advantage. Rather

‘actlng -as a skilled diplomat, 1t has played an

active, responsible, and influential part in a

multitude - of global = issues, developing

harmonious, effective, and expansive ties with

states: of similar strength and common

political tradition. And in keeping with the

values of contemporary liberalism, Canada has

- pursued ' the central purpose . of steadily

. constructing a more durable international
order for all.?® ' TR

.Thosevwho-saw the post-War period as producing  a bi-polar



system, with the United States and the Soviet Union direcly
pitted against each other, quickly challenged the traditional
view of international relations.? These observers described a
netwbrk_ of satellite states supporting the two primary “
protagonists. -~ The United States in the West was seen as
primarily COncerned with protecting the capitalist system and
With;maintaining its own pre-éminent position. Cduntriés such
‘as Canada Were'présented in a véry.unflattering light, their
role in.internationaliaffairsQleft'rélatiVely'insignificant,
and their freedom to ' operate independently, either
~domestically or internationally,_strictly limited. Members of
the Western‘Ailiance were terméd minof‘pOWers:and wholly
dependent
In thlS “capitalist class’' model of Canadlan forelgn ]
policy propounded by academics such as Cranford Pratt, Canada
is a permeated, sem;—perlpheral power-that
..has had its internal structure détermined
largely by sources of public and private power
‘centred in- the United States. It has been
forced to secure from a globally dominant
“economic power. the resources required to meet
~basic needs...In conformance with Marxist
predictions, Canada has been induced to
collaborate with preponderant America, provide
uncritical support -for American .actions and
purposes, .and passively promote those open
international regimes and gradual reforms by
which the global . domlnance of imperialist
- powers 1s sustained.!? AU
In'the-early 19805,'Dewittfand Kirton found both of these .
interpretations deficient and instead posited one of the most-

pro-statist arguments for Canadian foreign policy.!" Within
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a_"ccmplex neo-realist" framework, Dewitt -and Kirton attempted
. to explain the shift of Canada's foreign policy in the 1970s
from one reflectihg'liberal internationalism to another more
narfolevself—serving Thelr rethlnklng of Canadian foreign
pollcy reflected dissatisfaction w1th tradltlonal theorles,'
_most espec1a11y thelr absence of hypotheses regardlng the role
of mlddle vpowers. 1n a world characterlzed by decllnlng
- American influence.

Dewitt and Kirton viewed .Canadats pcsiticn' in the
‘international system in purely structural terms and concluded
‘that the combinaticn of declining U.S. power and Canada's more’
assertlve economic natlonallsm had catapulted Canada 1nto the

_league of wprincipal powersﬂ, By their. deflnltlon, a

"principal power" contains'thfee characteristics:

First, they are the states  in the hierarchy '
- . that .stand at the top of the international -
- status ranking, collectively possessing.
decisive capability and differentiated £from
. lower-ranking powers by both objective and
-subjective .criteria. Secondly, they act as-
principals in their international activities
- and associations, rather than as agents for

other states or groupings or -as mediators

between: pr1nc1pals And thirdly, they have a

principal role in establishing, specifying,

and enforcing international order.!? '

- The Kifton and‘Dewitt.principallpower thesis was. certainly
. prOVOcatiVe andAperhaps apprOpriate‘in the early 1980s when
'questipns of non—structural leadership:in.the international'
_system were of lesser interest ‘and. relevance because the.

political—economic hegemony of the United States; despite its
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"notlceable decline, was stlll prlmary By the late 19805 and
early 1990s, however, the pr1nc1pal power the51s had become
less relevant for Canada in llght of the dramatlc changes~1n
the 3internati0nal system,. refleCted not ‘exclusively but
_perhaps' most profoundlyt.by .the collapse"of' COmmunism in

EaStern Europe and the Soviet Union.

2.2 "Relocating" 'Canada_. As a Middle Power in the Post-Cold War

Era

Inrcollaboration, Andrew Cooper, Richard'ﬁiggott and Kim
Nossal have in recent years attempted to reconceptuallze and
to’ "relocate".mlddle power forelgn pollcy theorlzlng, shlftlng
the'bfocus ‘to the changlng nature of what John Holmes
llronically termed "middlepowermanship"!?® in the_posthold War
era. Ratherfthan narrowly-focusing on.American leadership in
the-world system_and, by”extension,,how,middle powers will
respond, they have»placed'greater'emphasisvon the_sources of
Alnnovatlon and 1n1t1at1ve avallable to mlddle powers under
-cond1t10ns~ of “wanlng' hegemony n1s For Cooper et al the
 changing natnre of leadershlp and followershlp-was-one of the
key'.jUStifications for‘ wishing to- "relocate" the 1dea of
' mlddle powers in the contemporary 1nternatlonal system

They extend thelrv analysis to ‘include the number--of
-actOrs with a potential to exercise non—structural leadership,'

given that the structural leadership of the great powers is no
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"longer',the. most 'important source-‘of',initiative in the
international order of the.199OS' In a variety of issue areas
~on the 1nternatlonal agenda they conclude that other forms of
leadershlp can act 51gn1f1cantly in- "cataly21ng" the process
,of reform and change, espe01ally on those issues requlrlng-
cons1derable cooperatlon and collaboratlon They envisage
approprlately quallfled secondary powers such as Canada .
playing this role inra way that might not have been possible
in the past: | | |
Cooper et.al; see Canada as the duintessential middle
power -or secondary—leyel state and proffer an' "egotistic"
framework for its forelgn policy outlook but then veer away
from the Klrton -and Dew1tt the51s by advocatlng a less
fgstructural deflnl_t_lon.16 Less interested in concepts - of
: aggregate state.power or 1ocation in the hierarchy of states,
:they reject 1deallst and normative influences 1nherent in the
Pearsonian notlon of Canadav as a “boy scout“ in" the
1nternatlonal system, as a much respected.medlator between the
‘Superpowers and between the Flrst and Third worlds.
g Although‘theorles of the statecraft of_m;ddle powers have
.traditionally assumedyavpromotion of "social‘justice" and_
‘ "peace, " ' Cooper etdali direct‘their focus upon-the impact of
rationality“in shaping Canada's activities, examining what
-types of actions Canada'takes'rather than what actions it
.ishould take. They argue’ that the tradltlonal frameworks for

understandlng Canadian forelgn pollcy were not adaptable to
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‘the new circumstances of the late 1980s‘and_early;1990s§ For
rinstance, hbecause non-structurally: determined types of
.'leadership will have increasing room t0~blossom in the 1990s
and.Were not sufficiently highlighted by the Dewitt and.Kirton
'analysis, Cooper, Higgott and Nossall have_oroposed the need
to formulate a modellof "middle power leadership" to account
for Canada's‘systemic position.U‘It is their contention that
~in the post—hegemonic international system, middle powers such
as Canada are exercising and will eXercise increasing'
"technical“ and "entrepreneurial" leadership as opposed to the
more structurally' determined leadership (1 e., defined in
military‘or economic terms) found in traditional models
_They consider globaliiatlon and 1nterdependence to have
'diminlshed - though not undermined - the role of structure 1n
the explanation~ of 1nternational relations, " epitomized
‘-espec1ally in the work of Kenneth Waltz.® As Higgott notes,
”Understanding in 1nternational politics w1ll
have to be less structurally determined than
_ has been the case for much of the Post-World
War Two era. in the dependency literature on-:
~ - the one hand and even the realist and neo-
_ realist 1nternational political theory on the
other.?
They are careful to emphasiie that this:argument does not
preSume thatnthe change:in the.relational power between the
u. S and the rest of the world since 1970 ‘was accompanied by
a- commensurate decline in what Susan Strange and others have

identified as its re51dual or structural power.?' -They do

' assume a continuing although.not hegemonic:role for the United
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uStates and contend that. "mitigating economic-and political
' intellectual influences" will emanate-from'other principal '
-centres of structual‘ poWer in the internationai “system,
espec1ally Japan and the EC. Thus in the post Cold War world
questlons of power Shlft are Stlll sallent for Canada, as’ moref
"pr1nc1pa1“ powers 1nhab1t‘a‘world.wh1ch Smith and Woolcock
_have described as one of "competitive co~operationé between
" the U.S. and the EC.?% R |

Cooper et al see middle powers hav1ng the opportunlty.to
flll the gap in the international power base resulting from A

‘the relatlve decllne.of Amerlcan resourceS'andﬂtherefore from'

: ;the umbrella of structural leadershlp and.w1lllngness to lead,

and - to ?take on greater . 4__albe1t selectlve - forms of
_responsibility “3'Or'as Puchala and Coate'note- "numerous
'mlddle powers are now looklng for ways to assert themselves in
’the context. of-the leadershlp v01d "24  Thus, Cooper-et al

_adopt a "behav1oura1" approach that emphas1zes not what mlddle

powers should be d01ng (1 e., plac1ng them on a hlgher moral-;

‘ground) but rather what dlplomatlc behaviour they do or could
dlsplay In. thlS Vlew, the dlplomacy of mlddle powers such as
~Canada ;s,‘deflned by a tendency» to pursue multllateral
;solutions to'international‘problems,vto embrace compromise‘e
soiutions_to‘international'disputes,-and to adopt notions.of.
“good.international'citizenship v | |

| Cooper et al. c1te two other . factorsCrelnforc1ng the

ablllty and. w1111ngness of mlddle powers to adopt a more
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'activist, ‘initiative4oriented approach ,Within  the
‘international arena.. The first is the search for national
' economic well-being and the second'arises.out of overlapping
domestlc and - forelgn pollcy con51deratlons presumlng “hlgh"
-pollcy 1ssues to have domlnated the 1950s and 19605, they flndy
"low" pollcy 1ssues ascendant . in the 1970s, 1980s, and the
dearly 19905. Economlc securlty and soc1al or "cooperatiye
security" concerns such as thevenv1ronment and human rights
they see as hav1ng ]Olned tradltlonal political and security
concerns to form the bedrock of contemporary 1nternatlonall
relations. Thisrtendency in turn has altered perceptlons and
definitions of- national interest. For middlev powers, - in
particular,ythe search for national economic well-beingrhas.
become as 1mportant as - tradltlonal securlty, which'fixed on.
phy51cal or terrltorlal conceptlons of 1ntegr1ty

The Second factor promptlng mlddle.power actav1sm, the:
increasedrintermeshing of-do@estic economics and.politiCS with
iforelgn. pollcy, -also acknowledges the iinfluence of -"lowt
pollcy issues with domestlc forces and 1ssues developlng
ilnternatlonal ramlflcatlons and rnternatlonal 1ssues enterlng'
the national;arenal Consequently, a middle power nay bull back
for fear_of~causing bain to certain'domestic3interest groups'
‘that_have been made more_vulnerahle_by the changrngustates in
' the international economic order.ﬁ .Cooper-et al.dpoint to the
Cutler and Zacherdthesis_that middle powers today,halthough

stil]l portrayed as having a-firm attachment to multilateraliSm '
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and -internatibﬁal institﬁtion-building, instead engage in
_ behéViour‘reveéling an uneven commitment to ﬁultilateraiism,
’.illustrated by.Canada's negotiations of the CUFTA and fhe
NAFTA.?® | | |

Cooperiet al! see the leadership .behaviour of middle
powers such aé Canada in the 1980s.and 1990s as-neithef'
Claésically based on ‘coercion and fqrce nor - economic »agl
v_Japah{s'has beeh. ‘ They view middle_power leadership.and~
‘initiatiyé within a non-structural ¢onteXt,'associating such
i influenée‘with an imaginative and énergetié appiication of
diploﬁatic capabilitieé. ‘TheyvdéScribe middle power skilis as
"...peréuasion,' coalition :buildiﬁg; " and _the art of ~the"
_Vindireét' épproach".29 | |

‘in éttemptihg 'to. schemétize thei.ehergént 'pattern qf
middle power leaderéﬁip, Higgott  and Cbéper‘ advgéaﬁe the
dimehsions'highlighted by OraniYoung”'as é usefullstérting-
,pbiﬁt~for mapping.dut categories of action.™ Young deScribeS‘
a midale power .leader: as 'exhibiting three méjor,
characﬁéristics. First, it may act as a‘-catalysf in a
diplomatic.endeévour, providing the,intellectuai or political.
-impétus‘which triggers an:ihitiatve. ‘Secondly, in thé.the
early and'ﬁiddle_stages of an initiative, with'thébfocus,on"
agéndé.setting, the actor: (or actors)'wbgld'fécilitatebspmeA
1f0rm'of coalition'écti?ity, .Withih the third phaée, it would
sefve as a-manager'emphgsizing institutidn—buildingz

Higgott.and Cooper employ the concept of institution-
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building here in its broadest sense .to inCIﬁde.nOt @nly the
creation of formai organizations and regimes butlalsc thé"
development 6f qonvenﬁions and norms. (see Keohane}'1990)”,-
This >manégefial vstage ‘alsor réquires -;hé  development ofﬁu
cdnfidence-building measuresf and facilitiés for dispute
'resblution, "in which they describe ’diplomacy‘ ffeduently
centred oﬁ a small core group of domestic ‘and international
officials .whose spéqific technical skills push a project
h forward.A |

What Céoperjand Higgott are calling for ié,a'reappraiéal
of the rolevof,'agenqy"in foreign policy apélysis, advcgating"
in the formulation -of fgreign  policy- theorieé a greater
émphasis on thev"...complex and:nuanced interplay of the
agent4strﬁcture rélatiqnshibu_' and. Aon the leadérship'
capabilities.andvpolicy—mékihg_functioné of fqreign'policy%'
. makiﬁg personhel and institutioﬁs in a much wider range of
Vstates?.f".“-They_view these and other factors;as:modifying'
‘and constraining'the struétures of'anarchy'WHich‘are.too often
: simpiy assumedAaé‘a giveh in néo-realist tlrievor‘y.l5
| Cdoperl.Higgctt'and Nossal .are acknéwledgipg thét-the-
'source of leadershipf iﬁzinternatidnal relétions is Both'
| Systemic and aomeétic but that~whilé'the-systemic Straih may
lead to véfioﬁs £orms‘5f policy response it is doméstic aqtbrs
who are the source 6f;this response;“‘lﬁ-short, they are
jcallihg for a closer analysié of the -actioms 'bf"the. :

leadership, . both in the political executive and the
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bureaucracy, in the formulatlon of forelgn policy actions.
3Thls suggestion also appears in state- centrlc views of foreign
economic policy'put forward by Ikenberry et.val. In this
context, David Lake ‘advocates particular attentionf to
executive branch officials, who face'the national electorate,
_bear responsiblity for the economic and territorial securityh'
_of the nation state, requlre a sens1t1v1ty to the constraints'
and opportunlties created by the 1nternatlonal system, and
would,most probably Seek to adopt pollc1es consistent with
these'national interests..37

Carrylng Lake s return to the state as primary actor a
step further,'and as will be described in greater detail in
the'next chapter on the Canadian foreign policy process and
actbrs,' Canada s forelgn. policy derives largely from the. :
ioutcome of bargaining between the representatlve elements of
'the state, namely the foreign policy bureaucracy, Cabinet and
:to-a lesserlextent, Parliamentl'Therefore, the extent to which
sYstemic constraints -are reflected in foreign. policy and
international'economic policy‘is determined by'the'relative.
success of the foreign-policy'eXecutiue'within4the domestic.
boliti¢al.arena, This success, in turn, is conditioned'by the'

structure of the state.
2.2.3 BureaucratiC~PolitiCS

‘The assumption in the state as actor approach is that the
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executlve has deflned the natlonal 1nterest partlally, if not
wholly, distinct from the concerns of soc1etal groups or
particular governmental 1nstrtutlons.vTh;s state—centred view
is associated.Witthllison's Model III —.the governmental or
bureaucratic politics model.of decision%makinc{38 Accordihg to
"model‘III,."The fleadersP who sit on topuof"oréanizations are
not ‘a monolithic group.ARather,leach indivldualsin this éroup
is, in hisiown right, a player-im a central, competltive game.
The name of the game is politics: bargaining alomg.regularized
circuits ~ among playersy positioned"hierarchically‘ within
government;"’ | | V

V Players "make governmental‘decisions not by a single
ratlonal ch01ce but by the pulllng and hauling that is
polJ.tJ.cs"”9 Thls model shows the dev1at;on from 1deal
ratlonallty_‘inv declsions byy reveallng' the.'politiCal
gamesmanship behlmd them. As‘ Ikenberry notes,. thls is a

Amodification of a purely state -centric v1ew, ‘since the
_proponents of the state as actor approach do ot . assume that
the state always acts as. a ratlonal unlfled entlty, or.ls
necessarlly even the most 1mportant actor 40 But-as,Welch
points out, nelther does'-model~ iII_t"suppose .that‘ the
::1nd1v1dual players behave 1rrat10nally in the games in whlch._'
they part1c1pate merely that the net effect of those games is
to deflect state behav1or from the course that would have been
chosen by‘the unltary_actor."“1 |

It will be evident in.the decision—making analysis in
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Chapters Four to Seven, that as, Aliison suggeSts)- the
bureaucratic pos1t10n determlnes a player' s perceptlon of an
issue: Where you sit influences what you see as well as where
you stand (on any iSSue)."42 Although as Welch points out in -
his critique of Allison's model III, Allison'confuses matters
when he seems to contradlct hlmself by saylng that "Each
player pulls and ‘hauls w1th the power at his dlscretlon for
outcomes that will advance hlS conoeptlon of natlonal,
organizational, group, and ‘personal interests;f4’ and that,ﬂ
’"each person comes to his p031t10n with baggage in tow. His
bags include sen31t1V1t1es to certain issues, commitments to
various projects, and pérsonal standing with and debts to
groups'in SOCiety;!“ Moreover, tindividualsﬂ perceptions of
the issues w111 dlffer radlcally These differences w1ll be
hpartlally'predlctable from the pressure of their p051t10n plust
thelrﬂpersonallty".“v ‘

. The _above discussion indicates that . it - is easy to
oVerstate the role of bureaucraoies. inrthe‘preSent study it
Will'therefore be important-to determine if Canadian officials
emerge as central aotors"Invother words, in Canadian policy
formulatlon vis-a- v1s the EC, not only is it 1mportant to know
how’ act1v1st ‘were the Canadlan prlme mlnlsters and the
‘secretarles of state for External Affalrs but also the senior
'bureaucrats, 51nce studles have shown that these state actors
have substantlal scope for shaplng the polltlcal struggle to

their ends and are not necessarlly responders to interest
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group initiatives.*

Secondly, what resources does a state possess in a given
issue—area, and in what c1rcumstances can it brlng 1nfluence
i to bear .on the policy making process?r To answer these
questions, it is necessary first to assertain what types of
strategies are available‘to state offioials for'expandingﬁ
their 1nfluence in the policy process ‘State officials can-
i) utilize their "spec1al legitimacy," derived from a position
at_ethe”_intersectlon of the ‘domestic ,and 1nternational
politieal econOmy, to 1mp1ement 1nternational pollcy, ii)
bulld. ‘new 1nst1tutions or: alter older ones to shift- the
dlstribution-of power within government ‘towards a specific
"goal;'and/or iii) mobilize societal groups with interests that'
conplement their own:to.offSet'pOIitical ad’versaries-.“7

| Such tests induce a rethinking of the,state‘s'role. This
3 rethinking enhances thefsystemecentered.approaches,‘given thati
.thé»State trans;ates the eonstraints'and.opportunities'of
_international structures into its international eeonomic and
foreign_policies.‘ Mov1ng beyond the determlnatlon of whether‘
a state is "strong" or "weak " what 1s needed is. a “focus on
~agent structure that w1ll allow a more contextual examinatlon
'of means and degree to which the state has an 1mpact on
: policy;‘ As Zysman states:
| .a government s ability to act in one policy
arena will be very dlfferent from its ability
to act in another...The policy tasks in .each
sector vary, as does the pattern of interest

organization. - -Consequently, = a state's
'strength' - the ability to'_formulate and
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-impiementdpolicy - varies with its capacity to
execute these different tasks.*®
. This quotatlon clearly raises questlons about the fungibility |
of power.4? " In thlS respect, - Zysman quite approprlately
;objects to Katzensteln s placement'of states on a continuum
saccordingvto relative strength.' |
| - Statist theory'therefore'offers attractive advantages as
‘a 'theoretical; framework for the stud} of ‘the internal
Vdetermlnants of a natlon s forelgn pollcy But as Ginsberg
notes, as much as a. domestic-centred model provides a more
fru1tful way of explalnlng a natlon S forelgn policy actlons,
rt "ylelds 11tt1e 1n51ght 1nto what trlggers foreign- pollcy
actlons."50 This dlscu551on of some of the general merits and
drawbacks of the 1nternat10nal and 1nternal approaches would
encourage their appllcatlon to . the domlnant frameworks for

,explalnlng Canadlan forelgn pollcy
2.3 IN SUPPORT OF A‘MODIFIED;STATE-ORIENTEDtAPPROACH

As. wiil be described'in~the next chapter.On the Canadian
foreign‘policyemaking process, a general consensus exists in :
'the statist literature'that'Canada possesses a Strong state.
| That-is, the Canadlan state ‘tends to be centrallzed rather
than d1v1ded along bureaucratlc and 1nst1tutlonal ‘lines.

Federal off1c1als have power and a range of pOllCY instruments

avallable to undertake unilateral pollcy 1n1t1at1ves Canadian
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'officialé_aiso'can fdnction'in face of signifigant‘opposition 
from non-state actors. This ability to function unilaterally
has to do largely With_the naturé of a public'serviée careerf
in”Canada,_where théfé'is not so much,crosé-fertilization
a@ong gdve;nment,‘academe,band the business cémmunity.as in
some chéf‘countries such as the United_Stateél Hence  the ﬂ:
dévelopment of a distinct corporate culture_ih,goVefnment,:
contributing. to' a 'senée of "sepérqteness";'from society.®t
Cbntribﬁting to this abiiity to "make* pdlicy, the fact'that
:mostvCanadian govefnments since the Second World WarAhaﬁe:had'
healthy majorities has meant thaththé mandarinaté has'beeh '
.iess~inf1uenced”5y the Views'of'opposition partiés. ' R
,Another‘factor.sﬁpporting,the stréng'statéftheSis is'thét
'pluralist perspectivés on sﬁaﬁe—societaldrelatiqﬁs éré‘less-
analytically persuasive ;since -interest-'gfoﬁps which are
effectivé_in Canaaian‘society are‘ﬁbt widely gepfésehtatiﬁe;
The '"dominant class"‘ mOdel: of Canadian ~foreign poiicy
attribuﬁes'to:the corporate séctorfanAunmatched_intimécy‘bf
'accéss, acceptability, and.;influénce Uih_»policyg.making 
circleé.52 Other_aﬁélyéts do.not-pick out any siqglé-iﬂterest
grdup, pointihg oﬁtiiﬁsﬁead.thatjin,Canada,-in:contrast tolthe;
"sitution invthéAU.S., doﬁestic intefest groups.ténd'nbt to
" play a significant rolé. in shaping Ather behaviour jof _the
 state.“ For these reaséns the1piura1ist‘theofy has little
.explanatqry power and is.not pefsuasive framewéfkvfor the

analysis of Canadian foreign policy.%*
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-Some_analystS'explain foreign policy outcomes by linking

the COncerns of‘theiinternational realist with-the student. of

‘bureaucratic politics. HoWever, some Canadian scholars remain
hunconvinced by this connection which ascribes too much faith
to the senlor bureaucracy S ablllty to effect pollcy change,

and underrepresents other domestic actors such as interest

- groups,~classes, polltlcal parties and the medla The pro—

" statist obsevers are also seen as . deallng 1nadequately w1th

domestic actors such das the Parliament, and the Prime'

Mlnlster even though these 1nst1tutlons have formal authorlty

over the bureaucracy, In addition, questions are . left

- unanswered concerning how much power is relinquished to the

bureaucracy in the pollcy-maklng process

leen such lacunae Nossal concludes that few students of

Canadlan forelgn pollcy' would. adopt a pure state -centric

: approach;“" Instead, Nossal;suggests that_Canadlan foreign

policy-making should tbe“vieWed from a -"modified statist”

perspective. He p01nts out - that the major hlstorles of.
Canadian foreign pollcy provide a "selectlve- but lnot'

'unrepresentatiye sample"'of paradigms that "fall’between'the_f

stools of statlsm and llberallsm [plurallsm] ns7 Nossal sees

analysts of Canadlan forelgn pollcy such as C P. Stacey, John

Holmes, and James Eayrs as focu51ng on the state -and the often -

‘contendlng attitudes of 1ts off1c1als ‘as the source of
Canadian foreign policy.®®

In many:respects,,these studies point to a behaviour of
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the state which conforms.tofthe precepts of Nordlinger's and
Krasner's '"autonomous" model. Supporting Cooper et al.'s
prop051tion about ‘the - role of state off1c1als in middle

powers, whether elected or bureaucratic, these off1c1a15‘

'clearly have thelr own conception of- the national 1nterest and-

therefore organizational and personal interests must also be
factored 1nto-the1r foreign pollcy decisions. To reiterate, 1f
their preferences'are at,variance'with.society's-interests,
then officials'can be described as using'their_authority and
resources; to convince‘ society of the correctness of the
state's preferences.59 |

But,' again, this is_lnot to ‘suggest_rthat a purely’
-Autonomous’ modellis.the.correct theoretical‘approach for the°‘
analysis of Canadian foreign policy. while thefstatevislnot a

passive reactor‘.to, societal'»demands, ~neither is it fully

'"autOnomous".; A"modified statist model suggests that the

Canadian state 1s partlally constrained and 1mpelled by

750c1eta1 preferences How does soc1ety constrain the state°

'Denis Stairs suggests: that thlS may be done at four levels:

administratlon-setting, policy setting, agenda—setting, and“

-_parameter—set'ting,60 w1th systemic developments ‘exerting

pressure at each level
- In sum, a modified statist model of Canadian foreign

policyfshows'the state enjoying a relative autonomy from.civ1l

- society, to borrow an expre551on from the neo- Marx1sts This

_ modified statist pos1tion is more conSistent w1th Allison s
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"bureaucratic—pOIitics" model rather than his Model II

A"approach Whereas Model IT 1s 11nked to a pure statlst'

';perspectrve through its assertlon that -all d1vergenc1es of -

| policy occurvw1th1n.the'apparatus;of the state, Model III
- assumes a definite‘linkage between state Officials.and‘civil
hsociety ‘ln the policy- making vprocess.-vThe bureaucratic4
politics model-acknowledges thatfthe lines of communication
‘between elected off1c1als and bureaucrats can at "times be
weak. It demonstrates how the pollcy process can be dlfflcult'
to manage and prlcks the balloons of polltlcal control and"
1nherent state ratlonallty 1.

Another'attractlve feature ofeamodlfled statlst approach
i‘sv.that it can-be a natural partner -to an 1nternatlonal
.hrealist theory The latter hypothe51zes how changes in thef
;1nternatlona1 system ‘will call forth forelgn pollcy changes,_

and = the former prov1des - an approach to_"the“ 1nternal,

determlnants of | forelgn pollcy explain- how ' the .

1nternatlonal systemlc determlnants are- actually translated:
) into concrete pOllGleS

| To conclude, a qulck summary of- the levels of analy51s
~_:dilemma is 1n_order,,to put the modified statist pos1tlon in

| perspective vJervis offers perhaps the best reflnement of the'

levels of analy51s problem when he extends it by two levels
(1) .thel level of dec1s1on -making; (2)- the level of
fbureaucracy; (3) the nature of‘the statef (4) the workings of

domestic politics; and. (5) the international environment.
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Analysxs at each of these levels pre- supposes a claim: that if f
‘we know enough about the settlng in whlch forelgn pollcy is
made - soc1ety, state, or 1nternat10nal - We can explaln and
predlct the actor s behav1our
Yet as is ev1denced in this Study,,emphasis on onebof‘
these varlables would seem to dlmlnlsh the 1mportance of the
others. The 51gn1f1cance of,the_systemlc settlng as a force
that shapes foreign policy, for example,rsuggests an image of"
foreign-policy officials . unconstrained | by. their own
‘bureaucracy or domestic political situation and aotors. This
chapter and the one to»‘follow shows that this is “not
representative of the Canadian case.A Given the power accorded_
to the bureaucracy'in Canada even‘more unacceptable is the
classical plurallst model that ascrlbes to prlvate 1nterests
the ability’ to define publlc preference and the exerc1se of
public ch01ce. In conclu51on, then, although the value of a
-society—centred' approach _} partlcularly the inclusionf of
domestic politioal and cognlt;ve factors - is clear, this
approach even,more S0 thanuthe systemio model begs ﬁor'a
~discussion of additionalrinfluences in the formulation.of"
Canadian forelgn pOlle The rest of this dlssertatlon will
undertake to develop contextual and emplrlcally informed
‘answers to the question of how and why the Canadian state’ has
mattered more than the private sector'in the oonduot.of

_Canadian foreign policy ViS—a-vis the Community.‘
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2.4 CONCLUSION

This overview suggests that neither the domestic;nor the
.international levellof analfsis'is sufficient on'its own, the
' real issue_concerns the relative importance tojbe.attached.to
.domestic- or systemelevel variahles and the manner in which
Zthese variables can be presumed to interact;“ The chailenge;'
.according to Benjamin Cohen, is for the_analyst to "formalize™
the,links,between the internal'and»external_influences!on
policyl Eut ‘while significant Ascope for methodological'
pluralism 'exists, " this study'vdoes‘vnot endorse a :highly
'd impraCticaI synthesis.of the approaChes,ﬁ although it does
recognize the need for a "formaliZatron"vof ldnkages among -
some,ieveis of:analysis (viz.'society; state and systemsf to
ameliorate some of-‘the rather ad “hoc 'attemptsv in 'thisA
‘direction made by researchers heretofore |

ThlS chapter has shown that systems theorles must be-
accorded a very promlnent role when sheddlng some llght on the :
 nat1onal 1nterests of a‘mlddle sized, ‘non- hegemonlc state such
'as Canada that 1s hlghly' dependent on foreign trade and
‘1nvestment That belng said,’ the d1scuss1on above also p01nted'
.out-what systemrc theories can and_cannot explaln. Indeed it
has been'conjectured that‘however appealing-a geo—political
largument is to explaln Canada S post- Cold War forelgn pollcy,
1t is 1nherently limited. Geographlc exposure to'"threat" is

too crude an env1ronmental effect for any but the most general
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behavioural predictions. This ‘dissertationfs 'analysis of
Canada'slpolicy'approachato.the European integration willishow
that external “threats" ~are not necessarily sufficient
conditions for state behav1our and may therefore not by
themselves explain policy choice. |

In short,‘_as_ systems theories do not .provide
.policymakers with.much direct’help, their'mOstrpoiicy—relevant
insight may'bevsimply‘that a system'of compiexfinterdependence
needs. to be managed_if it is to remain stable. Thisafunction,
_has beenlproyided»historically by a hegemonic state; now'in a
post;hegemonic WOrld a-middie—sized'state‘such as‘Canada'Can
engage 1n non- structural forms of leadership 1n response - to
change in systemic conditions.

.Finally systemic theories‘can.be.seen as“a'trigger to
alert governments and electorates to. changes in the
international.system thathmay require.changes‘in national
: policy. The'Community's desire‘to create'a SingleAMarket by'
January 1993, for example,-as‘indicated in the White Paper_ot
'1985)'fWas if not an. ekplicit"then certainly an .implicit,
“threat" to non- Member countries such as Canada. This threat
existed because 1f the Canadian government and population -
misunderstood the impact of the EC s program on 'thel'
zinternational 'system then there was a likelihood that
Canada s policy vis-a-vis the EC would be misguided

In sum, an examination of only the 1nternational system

without a concurrent examination of the actions of executive.
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officials or_tﬁe ofgénizatiqnal structure of the Canadién 
"~ state is inéuffiéiehﬁ for an undérsﬁanaiﬁg.of Cénada's_foreighv
.policy approaéh fd Eufopeah intégration.  Wiﬁhout theories
'qohcerniné ﬁhé 'doﬁéstic;.deferminants éf- Canadiaﬁ foreigﬁ.
" policy, we are left Qith ca theory _thaﬁ is 'limited' to-
.explaining 'recufréntv patterns of behaviou; within the
international.aréna;_“ | |

Taking' Higgoﬁt?s -and Cooper's. typology_ of Canada's
foréigni 'policy' as ani example - of '“routine' diffuse
ihtérnationaiiSm", Whefe.the relatively éutoﬁombus Canadian
‘state takes oﬁ alleadershib roie Based on ité "techhical" and .
"entrepreneurial"- attribu;eé, 'we would expect‘,Cénadian
3»boliticians and govérnmentvdfficials‘td becbme keY'maﬁagéfs of .
a cfdss¥Sectiqn—of transatiahtic.aha‘Canada—EC issue-areés.f
This aﬁproach recdgniées ‘Ehe :importancé of - bufeauératic
;poli;iésifor.ajrealistic_unde#stéhaing of:the Canadian fbreign
policy'prodéss, If.we agreé wﬁth'DaVid Kdzak thét "policy
livpositiOnsA afe'fdeterminedf by or a .funcﬁidn of an actor's
perspective és,develbpéd_by his or her bureaucratig_culture)"
;then*to undérstand'Canadafs péliéy appréach téWaf@s the EC,Vas‘
. thé'nexﬁ chaptér.showé,;iﬁ will be imﬁbfténé to'pnderstand»the.
EC?S priorityiin thézoutlook of EAITC, the Pfivy.Council
Officei(PCOi and the<Pfime MiniSter's Officé-(PMO)‘bétween
11983'—'1993, and:the_reality'that'governmeﬁts ohly have:finite

~ time, energy, and money to-devote to pridritifes._68
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CHAPTER THREE

ACTORS - AND PROCESS IN CANADIAN FOREIGN POLICYMAKING
- 3.1 INTRODUCTION

Canadian fcreign policymaking is predominantly State;ied. As .
~such, this chapter will fccus.on tne actcrs‘in the domestic
arena and examine the following.domestic trends: the existence
of powerful but dlsunlted federal government agenc1es and
‘departments such as the Prime - Mlnlster"s Office (PMO) and
External Affairs and International Trade Canada (EAiTC);.the
1mpact of a confederal polltlcal structure that channels
) s1gn1f1cant power to the prov1nces,d the ‘existence .of a
Westmlnsterv system. in whlch Vthe__leéislature'.acts as »a”
legitinating;mechanisn for.the.cabinet's foreign and trade
' nolicy actions; and the existence of a domestic business lcbbyA
which isAhighlyjdependent on the state for a substantial‘
source of its funding and whose primary'conCern is biiateral
relaticns-with’the.United’States. Aii these trends conspire to.
ccreate a domestic pclicy environnent characterized.by‘barallelf
policy.making but in which the tederal-goyernment,still has
considerable power to implement its preferred pClicies.1

The Canadian..reacticn toe the .processd~of European
integration, and speqflcally to the rise of the SEM, shows how
such' a multlfaceted, issue cuts across -the ;nterests of

_important:domestic actors and createsvuncertainty»at many -



o
different levels of. action. Although there is abundant'b
llterature on how the CUFTA presented a challenge to the way |
in Wthh Canadlan pollcy processes and pOlle responses are
- framed, there is llttle research on the 1mpact of the SEM and
what strengths and weaknesses it reveals 1n ‘the Canadlan
pollcy system 2 The objectlve in thls chapter is to map out
the multllayered process of dec1s1on maklng and show how this
machinery was positioned vis-a-vis the EC in the late 1980s
and early 19905 This will® lay the foundatlon for the
dec151on-mak1ng analy51s found in the subsequent chapters of
th1s study » -

‘The chapter beglns w1th aa dlSCUSSlOH of the role of the
federal government in the maklng of forelgn policy, focus1ng
Aon the reasons for the- 1ncrea51ng fragmentatlon of foreign
policy dec151on maklng both between EAITC and other federal.
government departments and, s1gn1f1cantly, hetween the
secretary. of-'state for External'.Affairs‘ and the prime
.mlnlster 3 What ‘this discussion’ hlghllghts is the increased
vre locallzatlon of forelgn pollcy 1n1t1at1ves in the PMO “a
development that can be traced to the management of forelgnh
pollcy under Trudeauls» Liberal government4:and 'that -was
accentuated through .Mulroney‘s .preference for ‘personal.
1-d1plomacy Wlth the 1ncreased "sharlng" of Canada s forelgn‘
pollcy terrltory, the dlscuss1on suggests that to understand
the nature. of Canada s forelgn pollcy approach to the EC 1n'

':the perlod being studied, -it w1ll thus be necessary to
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determlne where the EC flt 1nto Mulroney s personal dlplomacy
and the respective forelgn .pollcy spheres' of his two
sedretaries of State for External'Affairs} especially that of
'Joe Clark (1984- 1991) . | | | |

A second theme in this chapter is the decllnlng relative-
‘influence of EAITC as other domestlc actors such ‘as the
provincee haye increased their.international‘actiyitiesf_This
has reduced_the federal.government‘s ability to develop a
_coherent.:overarching frameWorkf_for Canada‘s’.diplomatic
relations in a post-Cold War international system. . |

The third part of'this chapter looks at.the degree.to
which the interests.of governmenthand the Canadian private-
~ sector intersected in response to the creation of the SEM It
empha51zes that from a pollcy standp01nt the Canadlan bu51ness
communlty - as represented by a handful of major natlonal
private sector assoc1atlons é' concentrated its llmlted
resources on, first, providing policy advice'and views-on.
iasuee specific‘to Canada—U,S._economic and_trade_relations,"
and, second, on Canada's rapproach to the Uruguay Round
negotiations. The analyeishshows a_buelness communlty which
'paid scant attention to the implications of :thed.SEMd for
Canadian economlc intereste..b | ._

'This chapter sets thelstage by explaining why‘Canada}s'
policy approach -towardsu the EC was guided 'largely by
government actors,.in‘this case Prime Minlster Mulroney, Joe-

Clark as secretary .of state for external affairs, and
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officials at EAlTC. Mulroney turned his full attention to
Europe - hoth West and East -.only after the CUFTA was signed.
Throughout hlS perlod in offlce Mulroney put strong'emphas1S'
on personal contacts w1th other natlonal leaders (espec1ally
with the Amerlcan pre51dents, Reagan and Bush); he also
.attempted throughfthe microflevel of>personal diplomacy to
have Canada play a meaningful‘role in the establishment of a
"Nethorld Orderﬁ, Because the prlme mlnlster exerc1ses the
most cruc1al executlve powers, . heads the Cablnet and
effectlvely controls the exercise of leglslatlve powers in the
Canadlan.jparllamentary' systemq Mulroney S. -p051t10n in the
Canadlan government was pre- emlnent and the powers of hls‘
+ office 1mmense in relation to both other'elected_polltlclans

and the-bureaucracy.ulndeed, as prime minister his powers

. exceeded those of any other leader of a democratic regime’;

thus' by winning two COmfortable majorities'in 1984 and 1988,

‘Mulroney had 51gn1f1cant latltude from a domestlc perspectlve
_to shape the dlrectlon of Canadlan forelgn pollcy (hlS tenure
' was characterlzed by a convergence of,’U.S. and . Canadian
foreign pollcy objectlves), to attempt to set ‘the agenda of.
-allied and other relatlons, and to p051tlon Canada in the new

“Euro-Atlantlc archltecture" -
3.2 EAITC and the PMO’

The Westminster system of government, with its traditions of
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party lunity in which _Fa relatively small body '[Cabinetj, _
reaches decisions invsecret,tthat has full command over tne
levers of executive power vis- a-vis the bureaucracy, and that
controls the leglslatlve agenda, " should in theory make pOlle
co- ordlnatlon at the governmental level far ea51er than in,
say, the pre51dent1al system that one flnds 1n the Unlted-
States.*® Nevertheless as is the case in the U. S there are
1nter departmental coordlnatlon issues.” In the 1930s, 1940s
and 19505 the departments of External Affairs and Frnance'
fulfilled tne overall coordinating role for Canada's:
1nternatlona1 economlc and forelgn.pollc1es, trade development
was the respons1b111ty of the Department of Trade and Commerce
Wthh housed Canada's Trade Commlss1oner Serv1ce (TCS), The
peak of External Affalrs s own influence in government was
.durlng the_"Golden Years" ofVCanada s dlplomacy,_the decade,
from 1947 to 1957? a period durino which Canada had for a time
the fourth largest navy in’the world, was the founding member
~o_f numerous 1nternatlonal organlzatlons,” and attained a
'reputation as ‘'a - peacekeeper and - mediator..' These
accompllshments ensured that Canada S forelgn pollcy approach '
would be "global".

Beginning 1n the'1960s; as Western Europe began to assert
itsleconomic'muscle and Canada's international”influence began
to wane,vso did the pre—eminent-role.of the Department of
External Affairs within the federal ‘bureaucracy.® ‘Thev

"Department's decreased influence was, in some sense,
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’_inévitablé_onée the fedéfal'pﬁbiic serviée'began to expand
rapidly as‘goVérnment inserted-itself mére and more into ciVii
SOQiety. By the tiﬁe'Trudeau Wasvelected and duéétioned the
" need for a 'foreign, service at all, since he could read
everything he needed to~knoﬁ in the New Ybrk,Times, the slide
‘became irreversibie and céntinuéd throughout the:i97bs.'

‘In‘ 1982[ thé .Cénadafs Tradé Commissioner Service
(responsible: for promoting exportg) Wés amaigaméted with the
~.Department of External Affaiféﬁ The‘rationale'for the move,
foreshadbweaﬂby integration eariier in opegations abroad, was
thgt foreign poiicy had‘to serve brdader natioﬁal interests
énd,' in an indréasingly interdependent world,A‘it ‘was
détiimental to those nationél interésts if trade develoﬁméhtn
' remained in a domeétid aepartment,'Aion§ witﬂ'i£s historic
" role in_fhe.férma;ion of Canédian tradé policy,vExternal.
'Affairé was now responsible for thé3Wholeiran§é of Canadian
'. interests overseés = econdmic, tradeideVelopmént, immigratioh,
politiéa1,  aid,  and culture. - _céﬁtralizedi unde: oﬁé'
departmenﬁ. | |

'_The'infusion of the resﬁbnsibiiity fbr iﬁterhational
market devélopmeht, while ¢ausing significéntforganizational
.confusion'within the Department itselffuntil theliate l980§
'and‘ieadiﬁg7to coordination probléms,and'competition'with
‘.other federal government departmenté sﬁch-as indﬁStry,.Science ’
and Technology Canéda:(ISTC), wasinevérthelessbcatalYtic'in

.cHanging how EAITC approached the world.’ This led to a shift
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from the traditional "maintaining good bilateral relations"
posture to one which focused on using bilateral relations
primarily in terms of building leverage to achieve specific
bilateral and multilateral goals which were of highest
priority to Canada. A specific target in this vein was the
United States during the successive negotiations leading to
the CUFTA and NAFTA, and increased engagement in the Asia
Pacific region. At the same time, there was an institutional
shift away from an attachment to Europe as the focal point of
Canada's intermational interests - an attachment anchored in
the value Canada attached to its membership in NATO. A second
shift was significant expansion of EAITC's client base to
include exporters. In support of its focus on core economic
interests, EAITC rapidly expanded its business 1liaison
capability in order to be taken more seriously by other
government departments such as Finance and ISTC, the economic
agencies of the provinces, and the business community as
represented by chambers of commerce and other producer
associations. This expansion to economic concerns also led to
two new Cabinet portfolios, that of T"minister for
International Trade" and "minister for External Relations".

The significance of these shifts was that within the
state-led context of Canadian foreign policymaking they
appeared to confer upon EATITC - since it had the statutory
mandate to manage Canada's external relations - even greater
power. No other federal department had three ministers. But it
was the "ever-changing permutations and combinations of the
three Ministers with the Prime Minister and their Cabinet

colleagues on the one hand and their civil servants on the
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other" which determined the Department's influence and its
ability to coo_rdinate policy and resolve conflict.?® The point
hére is that in the Canadian Asyetem it is not the number of
miniete.rs that mattered‘ so.much as their ('.:abinet seniority and
access to the Prime Minister. What is being described is a
Cabinet decision’—fnaking processlvthat is. opaque in the _sense
that the formal Cabinet deci.vsions are only the tip _of the
- iceberg; goVerrﬁnent .'pClicy was ‘often made by the  Prime
'Minister or one or two other ministers and it was not aiwaYS~
e‘asy to keep abreast of suc_h' ldecisions and trace their roots
to ;pa'rticular government dep_artmerits . As will be shown in
Chapters Six and Seven on the negotiations leading up to the
Transatlantic Declaration, the impetus" for 'change in Ottawa's
- policy on 1ts relatlons with Europe emerged less from EATTC
than they did from the PMO. o

- Complicat_ing _the foreign. pollcy process further are the
roles played by. the’!PIVb and the Privy Council Office (PCO),
Aw1th the former act:.ng as polltlcal offlce of the Prime "

Mlnlster and the latter as the nerve centre of the federal

' bureaucracy The focal role of the Prlme Minister and the PMO

in the conduct of Canada's 1nternatlona1 relatlons 1s not
surprlslng cons:Lderlng that by the late 1980s the wanlng of
| - East-West tensions and the contlnulng communlcatlons'
VA revolutlon had placed tradltlonal perceptions of dlplomacy
~1ncrea81ng1y under s1ege One of the most telllng signs of
-thlS new age of dlplomacy was the localization of "hlgh" and

"low" pOllthS, that 1s, political/security and trade issues,
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at the executive level - whether in_the WhiterHouse,'in the
Chancellery or'in:the PMO. This came about as a:result;of the
1ncreas1ngly pollcy oriented dlscus51ons- amongi’national:
leaders at regional, plurllateral.and multllateral security
‘and economic fora. The result'waS'that federal government
departments such as External Affairs became lincreasingly
lreactlve driven to following up on and brlnglng substance to~
the Prlme Mlnlster 'S declaratory statements |

Based on the above dlscu81on,‘ the foreign policy
décision-making protess durlng the Mulroney’years can perhaps
best - be conceptualized in terms of the Prime Minister's
1nterests 1ntersect1ng the trlangular relatlonshlp between the

stature of his secretary of state for External Affalrs,‘

patterns and dlrect}ons in Canad1an~fore1gn pollcy, and the . -

'stature‘of'EAITC within the foreign policy bureaucracy. In a
fragmented foreign policy decision—making process it th-erefore’
becomes imperativelto know how much attention the various
actors apportioned.to Canada-EC affairs. The_challenge for-
this study»vis to fit the EC into this configuratlon of
personal dlplomacy and 1nst1tut10nal orlentatlon ‘
Although Mulroney, like Trudeau before hlm,_used his PMO
as a "counterweight" to the monopoly of advice coming from the
federal;bureaucracy, What was different Qas-that his PMO was
Voften pitted directly againstvtheuviews emanating-from the
federal bureaucracy (which he suspected was pro- leeral)

‘Thus, to facilitate this "second—gue551ng" of bureaucratlc
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advice not only was this political office made much'Bigger
than Trudeau s but it would also eventually' have greater'
1nfluence on forelgn. pollcy' matters 11 Nossal states that
Mulroney'came 1ntQ office with a crlthue df‘Canadiam foreign
poliey that fpeﬁsed _oﬁ.'what he saw as the deteriOrating
~.relationshiplwith the Unitedetates‘and the “slack support for
What'he-called'canada'sb'fbur'great'allies':— the United
States, Britain,‘:Franee) and._israel...r?i In terms of the
management of his 'foreign. pplicy; Nossal, c1t1ng Kirton,
| points eutithat Mulroney, who derived personal enjoyment from
thelcerememlaliaspects of foreign relations (e.g., summits,
;‘mediavattention) but»not'the "eomplex detalls:of pdlicy,t kept
the profile-enhahcimg foreign polic&‘files to himself andd:
4eventually delegated more of the 'day to- day elements of
forelgn pollcy to Clark S -

Perhaps mot surprlsingly,a given the Censerﬁative
:vgovernment's_pﬁshito,negetiate:a.free trade agreement‘with'the.'
UniteduStates,lthe.trade ministers'plaYed-a’very miner,role in.
-the conceptual development of Canada’s.policy frameWork'for
its relatioms 'with:lEurepe, using their 1imited time bn‘
,European isSues to sdrt out_specificpbilateral'trade irritahts
“and‘_to« lead Htrade- missions. Pat"Carney; for example, at’
Clark s urging; was’ appointed‘ trade minister to .take
1 respon51b111ty for trade. negotlatlons with the Unlted States -
'and to sell‘»free trade to Canadians. In the eyes of -

Commlss1on off1c1als at the EC Delegatlon offlce in Ottawa in
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kthe.late-l980s, it was somewhat dismaying'to find themselves
criss-crossing' Canada to ‘exhort Canadian exporters and
investors to look at the potential opportunities of the SEM,
a task they félt_would have been mofe appropriately‘carried,
'out-by Canada's international trade minister.

Feedlng this organlzatlonal disconnect was the fact that
'although 1nst1tutlonal ties between Canada and the EC were
- based on the predominantly economic nature of Ottawa-Brussels
'diplomacy,‘these links were’overseen, not by Canada's trade
minister, but by Clark who had.little,interest'in economic'and
trade matters, or, for that matter in European'affairs.-This
| responsibility'folldwed.frtm1the inétitutional struCture‘which
had been established.under the 1976 FrameworknAgreement'which
meant that Canada's External Affairs minister was the highest
level institutionalized political contact with the Cdmmnnity
(at that time Canada did not have a minister for international
trade). It was only in 1990 that Canada's trade minister -
became part of the institUtional process by "being present"
‘during the annual meetings between‘ Clark and his EC
counterpart. Ottawa's desire to send the "righﬁﬂ‘political_,
' signals to the Commission, in this case haVing the "senior"
Departmental minister oVerseeing the bilateral.relationehip;f
was also a reaeon=fof'making Clark the'ﬁop man on the Canadian
aide. Even after_the issuance of ‘the TAD:in 1990, there was no
indieation.that this division,éf labour on Canada-EC relatione

was going to'change, since under the TAD it was the External



Affairs' minister and the 'Prime Minister, but not the
International' Trade minister, who. were part.  of the
1nst1tutlonallzatlon of EC-Canada polltlcal tles
| Returnlng to our discussion of the role of the PMO in the
pollcy process, Nossal states that at fJ.rst the initial moves
 to increase " its size did not have a markecl impact'on policy*®,
“but that later app01ntments did - notably that of Derek Burney
as chief of staff in the spring of 1987, who would become

: '. Ca.nada S ,ambassador to the Unlted States a year later, and the

appointment rof a non-Exter'nal Affairs official, Sylvia Ostry,
| as Mulroney s personal representatlve or "sherpa" to the 1988
G-7 -Surrm1t in Toronto 16 Mulroney further SOlldlfled ‘his
control on certaln forelgn pollcy files, such as summit
' dlplomacy, by creatlng a Summit Management Office within- the
: PMO Nossal argues that these 1nst1tutlonal moves contrlbuted
to a "dlstanc1ng of the prime mlnlster from the external
affalrs portfollo" 17 Moreprec:.se, perhaps, would be that he
‘distanced himself from EAITC on those issues (NATO G-7) Wthh-

afforded hlm the greatest natlonal and 1nternatlonal proflle N
'Ironlcally, one of the reasons he could do this was that he

'had a' wealth of foreign policy. expe'rtise on se-condment from”
_ EAITC in the PMO and PCO. Burney, for instance,: came from
EAITC as did for varylng perlods Mulroney S deputy chlef of
staff, press secretary, and speechwrlters 8 The case of Burney ,
. 1is, perhaps, the most 1llustrat1ve of the plvotal roles played.

by senior bureaucrats in the maklng of Canada s forelgn
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pollcy he was a staunch proponent of free trade w1th the

U.S. when it was _»unpopular in the early 1980s (see Chapter
'5.3), and he also played a_' role- 1n outlining Canada's trade
policy options - »inciuding' free trade - with the European |
Commnity when he was Canadlan ambassador to the United S_tates.
in 1990 (see 'Chapter 6..3‘.'2) . Mulroney wouid come to'depend on
thesé Officials, rather than the Department, for. fo'r_eigh
policy advice on those speoific areas in which he 'took an
1nterest Relations w1th the EC only became one of those
areas, as we shall see, in the context of the completion of
the CUFTA, the momentim that was building towards "Europe
1992," and, starting in 1989 with the redrawing of 'Europe.in-
the aftermath of the oollapse of the communist regimes‘ in
Eastern and Central Europe In other words, * Ottawa - only
focused its attention on the EC p111ar of its European pOllCY
'. approach. when -the latter s key.role in the e_merglng post-Cold
War Europe became impossible for the Canadian Cabinet and,
'particul_ar_iy_ a prime 'minister" who sawb him_selfv ‘as an

international statesmen to ignore

At the same tlme, in the domestic arena it was not just .

,the PMO which was. usu:cplng tradltlonal External Affairs turf
and maklng 1t more compllcated for the Department to exercise
.‘1ts mandate. 'Ihe dlffus1on of forelgn pollcy 1nterests in the
post-Cold War perlod along w1th successive drastic budget cuts '
at External Affairs between 1983 and 1993 meant that the key

issues 0f flnance agrlculture, ‘overseas development
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: assistance, fisheries, and the‘environment,_to name. a_few,
- were inCreasinglv being'managed hy'eXpert line departments 19
And although the responSibility for export market development
'lay nominally Wlth EAITC by 1990 there eXisted lT ‘other
federal government departments andtoovernment-funded'agencies
engaged in the 'delivery' of export‘ development servicespzo
Meanwhile the'provinces,(to be_discussedAin greater detail
‘below) , Aboriginal groups,.fethnic organizations, husiness
: associations, andpother special interest groups also presented p'
themselves,increasingly in the‘international arena to pursue
_their‘own Objectives;' |
~Not'surprisingly, then, the more domestic actorS‘theref
.were} 'the more duplication and friction occurred in the
management odeanada's ekternal relationsr Whether on the
exportipreparedness-of Canadian companies; or'program.delivery'
ahroad;‘or the‘creation of a potentially fertile.environment
.for future_trade'disputes betmeen Canadaland.the'U.S. and
Canada and its other GATT.partners'due'to'the domestic support
.measures of“noncentral QOVernments} or'on:the‘development of -
consultative processes-with industry The result of EAITC
haV1ng fewer dollars and at the same time being unable to shed
certain functional and area respon51bilities, was a reduction :
~in the focus and thrust of the.Department 1n the~l9805- This
decline was apparent ‘across a host of policy areas such as.
aid 'trade development multilateral relations and security

and intelligence policy.#
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External Affairs responded to this;assault on its pre-
_eminent'role.in the management of.foreign policy when,‘in
1592, 1t decided to "streamllne" its: operatlons and to focus
'oniy on "core" functions. It would henceforth concentrate on
htrade policy, trade development and political-security
relations andv divest itself of all other non-essential
:activities (e.g{, international sport, consular service).22
'However, it was not clear how a “hack to basiés"'philosophy at
EAITC could be reconc1led w1th the Mulroney government s own
assertlons that Canada in the post Cold War era would have to
secure a cooperatlve bas1s for its 1nternatlonal securlty-
approach which 1ncreas1ngly addressed such fundamental issues

as: 1nternatlonal mass mlgratlon, drug trafflcklng, human
rights; sustainable deﬁelopment, weapons, proliferation,
.advancement-of women;dAIDS, fisheries, and the.international'
co—ordination of'monetary policy, all of Wthh 1mp11ed an -
.expansion - not a contractlon —,of the forelgn mlnlstry Not
;: only~ thls, but c01nc1dent ‘'with the broadening of the
international relations agenda was a greater enphasis in the .
postQCold War on multilateral negotiationfand rule—naking,'
implying even greater pressure.on‘the'foreign ministry to -
_ respondr In terms of Canada's relations.withbthe ECf'as Canada
moved.its policythCus away‘from:NﬁTC andAthe CSCE:as its
Europeanvpillars and concentrated more on“the Ec; the new -
areas of transatlantic.cooperation would be.precisely in those'

cooperative security areas which EAITC, in its "streamlined"
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'state, would he~hard—pressed to manage effectiVely. Other
‘government departments .'(e.g;,' Fisheries -and_ Oceans,
EnVironment)>WOuld, as a result, develop Canada's'policies on.
a uariety of these emerging internatlonal‘iseues Without'any
| guarantee that Canada, through EAITC, would be able to fashlon
‘a coherent, 1ntegrated pollcy framework for its relations w1th
Europe as a whole .and the EC spec1f1cally In short, it was
not_ clear whether the changing nature of transatlantic
relations, that is, the shift‘away from "mllltary".security to
Jcooperative"_security; was apnropriately reflected in.the

domestic institutional response’ in Canada.
~ 3.3 The Provinces

'Canadian provincee have a long hiStory'of”direct.international

.‘actlvities An initialA‘expan51on phase :of prouincial
representatlon occurred durlng the late 1960s, followed by
more__expan51ons in'lthe -late 1970s (there were = 35
h “1nternatlonal" »provincial»-officeS' in 1977)_ and the: late
.1980$r'by’l992 thereIWae'aﬂnetwork}off73.provincial"offices
abroad (U.S. states had 132 offices abroad).'23 The rationale
for increased prov1nc1al roles was qulte 51mple although the
provinces accepted Ottawa El jurlsdlcatlon over Canada's
,1nternatlonal affalrs_(lt belng an essentlal attribute of
sovereignty, and because they could not therefore enjoy full

1nternat;onal personalltles in the legal sense), the provinces



nevertheless felt-thaﬁlthey each;had to coﬁplement the federal,
government's efforts since it would be difficult for Ottawa to
define a "national interest" Whi¢h ,wou1d “take into
consideration particular intefests of eéac:h.-pr_oviAnce‘.2.4 This was
espécialiy eVident’tQ the largér,'more.économically vibrant.
provinces' such as‘ Ontario, Quebec, Alberta;_ and’ British
Columbia. | }

By-the earlY'1990s; due to gréwing provincial debts suChi
international pfofilés*abroad were no longer sustainable_and
moét provinces radically curtailed‘ their international'
’ presenéel‘ln 1993; Ontario ﬁbok fhe unprecedentéd‘step of
: _clbsing all of i;s inﬁernétionél officés.uQuebec dropped some
>df-ité mafginal dneé and reduced stéffiin many othérs. Because_
provincial.-géVernmenté lack the jﬁrisdictioﬁ~‘to  involve
themselves in_méré than very limited sphereé of external
activitiesL:their internatioﬁal forays have,been-Confined
priﬁarily fd‘the promotion of trade;‘in§estmént,‘tourisﬁ,
internatidnal_ education '(éinée educatioh is a ‘provincial
Iresponsibility) and ,culturél. affai;‘s.25 That being 'said,
provincial diploﬁatic activity has sfeadilylérept_beyénd these
_parametersgn Furthefmbre; aS'decentralizétion'has-acééiefatéd.
_in Canada, thoSe_tréde policy - as-opposed to promotion -
'functions carried out by non-central governmenté (e.g,,'eXport
sﬁbsidiéé)_ pfocuremeht : reStrictioné, ‘_and preférenﬁial
treétment - "de Quebec"), have caused friction with federal

initiatives since the provincial actions have been beyond the



| direct’purview.rof.- the CUFTA, the NAFTA, and the GATT.%* This
fragmentatlon of Canada S forelgngpollcy maklng terrltory'also
has a natlonal unlty dlmen51on since the constltutlonal
‘problems ralsed by the fallures of both the Meech Lake and
. then in 1992 the Charlottetown Accord undermlned Ottawa's
.oredibility abrOad; both in the eyes of foreign investors (as ..
‘evidenced by 'the reactions of bond rating agenoies)‘ andy
'foreign governments who negotiate bilateral agreements with
Canada; ' | |

With regard to.provincial diplomacy.towardsturope there
Aappeared to be a parallel approach by the federal and
_-prov1nC1al governments as the momentum 1ncreased towards the
Single Market in the late 19805 The prov1nces - espec1ally
'Quebec Ontarlo ‘and BrltlSh Columbla which were dependent on
- the EC for exports valued at between $2 5 and $3 bllllon -
were 1ncrea31ngly conscious of what the EC meant for thelr
regional economles As Table 2 at the end of thlS chapter
shows, by the end of- 1990 there were 21 prov1nc1a1 offlces in
'Athe Communlty (only -Quebec and ‘Ontario had offices 'in
Brussels),,'andr.theybfwere firmly -part of the European

landscape. Uniike the over'20:offices'in the EC from U.s.

'f_ states which, acoording to Smith n...in a‘growing range of"

cases ... ‘negotiat[ed] 'w1th the EC to ‘protect~ their
Aessentlally sub natlonal 1nterests, the'provinCial offices,
- with the notable exceptlon of Quebec)_appeared to stick to

'prov1d1ng 1nformat10n about the SEM and sponsored their
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industries on tonrs of the EC.?% The negotrations of'agreements
and thebresolntion of eonflicts was leftlprimarily to Ottawa
and the-Canadian'Delegation to-the{Communities in Brussels.

' The emergence of the SEM presented a number of.ooneerns
to the provinces. For'instance, the pulp and paperrprodnoing’
regions. of BritiSh Columbia,‘Queheo and the'Maritimes were
very concerned about env1ronmental leglslatlon and phyto—
sanltary regulatlons that would diminish their exports(see‘
dlscu531on in Chapter Nine). As a result there were a host of
provincial activities to raise awareness of the SEM, with
Ontario and particularly Quebeo (with eight offices»in_the EC
aiohe) taklng the 1ead In an attempt to coﬁnteract ‘the
perennlal criticism from the private sector that the- federal
and prov1nc1al governments (to the con51derable confu51on of
those out51de'of Canada) were constantly‘dupllcatlng each
other's'trade prdmotion;programs/ a great effort was made by
the .federal government to share sponsorship of '7EC >1992ﬁ
.bu51ness awareness programs with . the prov1nces, in»addition,.
in the latter half of 1993, due to the hlgh interest exhlblted
_by the prov1nc1a1 governments, EAITC extensively briefed the-'
provincesvon the-impact of the changing EC.-Significantly,
however .the federal government never went so far as.to invite
the prov1nces to be part of the Canada EC 1nst1tutlonal
.structure under the Framework Agreement 28 Quebec, however,
w;thslts own,off1c1als de51gnated_exclus1vely to EC matters,

continued to engage in unilateral promotion activities.
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3.4 Parliament

Another element of the forelgn pollcy machlnery relevant to
thlS d1scuss1on is the role of Parliament. However, unlike
what Smlth asserts was the U.s. Congress,s "crucial" role in
‘the formulation of the U.S.'s "European Community Policy, " the
Canadian Parlrament ondalmost all foreign and trade pOlicy )
issues - with the’notable‘exceptions of debates on the CUFTA

and the stationing and testing of American cruise missiles on

”"Canadlan 5011 - has performed mostly a legltlmatlon function

for the Government s forelgn pOlle actions:.? Less klndly,
4accord1ng ,to Dobell, an expert on ‘the functloning-'o.f the
_.Canadian Pariiament; "[t]he most significant characteristic of
. parliamentary invoivement in externa;-policy‘until the 1970s
was pa'ssivity'!_.30 Tts reaction to European integration in the
il980$ ‘and early 1990s was no exceptlon it did not play;a
catalytlc role. |

In fact, the most sustalned attentlon to the EC on - the
part of Canadian leglslators was through the,Canada-Europe
~Par1iamentary association which allowed Canadian legislators
and leglslators from the European Parllament and several
Member States to exchange v1ews However, this mechanism —l
.varlously portrayed by out51ders'as‘a'"boondogglet or a "perkf
that gave MPs excuses to travel abroad —'contributedIVeryﬁ
-llttle to enhanc1ng Canada s pollcy approach to the EC in the

1980s- -
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That,belng said,-the influence of-Parliament'as a
policy-mechanism'and agenda—setter inACanada-EC relations-was
.not always so negligible. For example,'a Senate Committee on
Forelgn Affairs completed an 1mportant study on Canada- EC
relat;ons in 1972. The report, descrlbed asz"the Canadlan
.rhandbook on‘the European Community" detailed the.extent of
Canada-ECVtrade relations,and the speciflc problems posed:by
the Community for Canada. It recommended greater efforts by
‘the Canadian private sector to penetrate EC nérkets, the
establishment of a regular link with the European Parliament
in Strasbourg, the openlng of a Communlty offlce in Ottawa,
. and a v1s1t by the Canadlan prlme mlnlster to Brussels Aslde
from impressive factual data, .accordlng- to Dobell,  the
report's'main value was to;highlight-the importance of the
7Communlty to Canada. The committee had undertaken'the study in
.the belief'"that'not enough‘attention was being giuen’in
ACanada tovdevelopments in Western Europe-and_their potential
impact on Canada;s.position invthe world-c‘ommunity“'.31 |
As. a ‘testament - to‘ the power of ‘the COmmittee's'
. recommendations,'Dobell reportsuthat the gapS'in Canada's
‘Europe pollcy that were publicized .by the committee prompted.A
Trudeau to lend h1s personal support to Canada S efforts to.
gain a non—preferent1al agreement with the ~EC.32 . And, |
's1gn1f1cantly, the Senate report s call for a Communlty offlce'
in Ottawa ‘was taken up enthus1ast1cally by a delegation from-

the European Parllament (part.of the nascent Canada-Europe
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’patliamentary association) which in turn convinced an'at first
.'reluctant Counc1l of Minlsters of the need for such an office
“Dobell concludes that the creation of bilateral 1nst1tutional
'mechanisms such as the Framework Agreement and.diplomatic
missions' in Bfussels and Ottawa owe much to- the "strong
support" from Parlianentarians on both sides of the Atlantic
during'this period.”‘ | | |

‘This’type of.support.Would not be evident in’the‘context v
of post4Cold War'Canada—EC relations, honever .An examination'
~of the House of Commons debates between 1989 and 1992 shows'
.;that the leglslators were’ preoccupied with the CUFTA NAFTA
and‘the collapse of_the Soviet Union. The evolving Community.
.teceived,only ourser tnention-in the context'of;fegional
integration'moyenents;‘ As well, there were long%standing
.praotical_reasons why Parliament did not'play a consttuctive
role-inlcanada's policy toward the'Community{.The Senate
‘Committee,fiike,the House of Commons Standing‘Committee on
. External ~ Affairs andh International-lTrade; apart ffom
1nvest1gat1ng Canada-U.S. free trade, was largely‘dependent on
EAITC_(dne to'financ1al-constra1nts) for 1nformation about.
foreign policy initiatives, and only rarely produced truely'
.indépendent, detailed, and quality researchcn:::$&;rnal

relations.
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3.5 The Canadian Privaté_Sectdr'

. Much'of the attention of the bureaucracy,.Parliaﬁent,fénd the
PMO‘ on . Canada's relations with the EC, was only shaped
partially by the pérceived needs of'Canédian.indﬁstry. Thus it
is insﬁructive té look at business ﬁriérities in the 1980s. In
‘ response to the pressures of globalization, JtheA Canadian
government had worked.to position Cahada stréﬁegically by
negbtiating!the_CUFTA and the NAFTA, while simuitaneously-
pursuing the completion of the Uruguay ﬁdund. The Canadian’
-business .éommunity -embraced and supborted this policy
orienﬁation. The‘corporatevcommﬁnity:héd a déep.intefest in
tﬂe emgrging'tradé policy issues and the fora'in_Which‘they
wdgld be discussed. At the same time both it and the
goVernment' were - ﬁroubled' by 'é number of 'péradoxes thatv>
'highlighted Cahadé{sAlack,of preparedneés for an increasingly
glbbalized economy; First, ‘ although .Caﬁada',enjoyed a
diVersified' economy, world class' technologies, a highlyb
educated workfdrce_and an excéllent intérnationai reputation,
iﬁs share of WOfld trade_ih fhe decade of the-iQBOé’dropped
ffom 5!2hper cent to 3.8 per cent -'a_27'per cent‘drop _ as
mdré countries producedfglobally'competitive}p;oduéts; Second,.
while world trading pattérﬁs had chahged, the bulk of:Canada's
internationél trade‘wéslstill being Cdnducted by a very small
number of companies, with roughly 70 per cent of Caﬁada's

export trade being conduqtéd by lOO‘chpaniesﬁ4 When the
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' Canada-U.S. trade'figures and‘intra—firmAtransactions are
::calculated out of  these. numbers,»the.number of small— and
‘medlum sized companles tradlng out51de of Canada was Very'
small with - only 15 per cent of manufacturers engaged in
‘exports Flnally, Canada was reported to lead 1ndustr1allzed
countrles in trade promotlon expendlture, yet its per dollar
' return was among thevlowest,”: |

. The feellng among business was that ’without‘ an
dappropriate response Canada's declining Werdlnarket share'in
the trade of goods and services - would be relnforced by theA
'reglonal-- - of Wthh the SEM was just one example - and
multllateral llberallzatlon of barrlers to-trade. The response
gwas two ‘tracked: flrst bus1ness called for Canada to "get 1ts
'domestlc house 1n-order" (e.g., calllng,for a reductlon in
federal jspending». té-} reduce the _-accumulated debt,

‘interprovincial’trade barrierS)1 at the same time that market'

N access. barrlers abroad were addressed and second, as an

'1nd1cator of where the overwhelmlng interests of the.corporate:
'communlty lay in preparlng for the- "new" economy; the bu51ness‘
communlty focused 1ts resources overwhelmlngly on ensurlng
secure access to the U S. market | *

: The prlvate~sector‘s general disinterest in furthering
relatlons with Western Europe and in 1mprov1ng market access
as a result of the SEM can be seen in the actlons of Canada' s'

Amajor bu51ness lobbies. For 1nstance, the Canadlan Chamber of

.Commerce (CCC), Canada's ‘largest> and most representatlve



105.
businees associatibn nsed its Internatienal'Affairs Committee
and its Commlttee on Canada-United States, Relations (under
joint dlrectlon with the U S. .Chamber of Commerce),as_the
prlnc1pal vehicles for feeding detailed;'concrete trede‘policy
_recomnendetions to the Minister for International Trade_on
such issnes_aS:the‘GATT[ CUFTA and NAFTA, but net on.the'SEM.
The Committee even went so far as to produce pelicy pesitiene
on speeific Canadan.S.-trede disputes. In faet,.as the free
traae with the United States became a national debate all'the‘
brbad—basedﬂ horizontal' business associetione such as the»
'Canadian Exporters Assoeiation; the Canadian Manufacturers;
Association, and the Cenadian Federation. of Independent
BuSinees created.éenadan.S. market‘aeeees committees_and»free
trade consultative cemmitteee..But it was the Business'Council
 on‘Nationa1 Issuee (BCNI) which.represents the.150-1argest
compeniee in Canada, and ie roughly equivalent to the Europeen
Roundtable in terms ef,the inﬁluenee'it wields in Canada's
- corporate and political corridors of. power, that_engaged'in e
arguably the most nighiy“public and effective private.campaign
to push for free trade.% | | | | |

In an effort to.manaée the business communityfs greWing
desire to -be involved:in the trade policy-making»preeessf
especially with regard to free trade with the United Stetes,
the federal government in 1986 created the Internatlonal Trade,
Adv1sory Commlttee (ITAC) and the Sectoral Adv1sory Groups on

International Trade,(SAGIT), both of which were admlnrstered
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by EAITC.?Y This‘business sector éctivity.faiséslthe question
of where-were1Canéda's 1abouf organizafioné. Indeéd, one of
thé reasbﬁs‘WHyAthis study fbcuses:on the business community's
‘reaction to E05Canada reiations is that organized labour has
had a Qery 1imited impact on the direc;ibn of Canada'élforeign
or trade pc'jlicy.38 ,. | | , |

| 'A number of'interésting trends“ébme.tovlight in this
neceSsarily, brieﬁ :bverview' of the Canadian'_businéss_
cémmunitY's instifutional feaétiénvté;the prdcéss of:global
;iiecoﬁomic liberalizaﬁidﬁ. First, tﬁejbusiness'community'cleariy

saw free trade with the United States as a springboard to the

rest.of]the'worid.kSe¢0nd, although relatioﬁs within the =

hbr_izontal business asSociation community(described above)grew:
'very‘ competitive in _thé' 1980s .as‘ the gpvérhmenﬁ—business
‘interfaﬁe bécame'charaéterized-as one of‘buéinesg grgwing evér-
more‘_depehdeht on federal fuﬁding  to ,"internétiénalizé";
' Canada's pfivaté‘sectbr”, on'thé'iSSue of ffeehffade withlthe

'United’ Statés 'that‘lportibn of the businesé _éommﬁnity.
fepfesentingzmédium—'to lérge—éized firms-StoOd’ﬁnited in its
'Vigordus ana pubiic'support.r(Theré waé a more-muted reponée
oh'NAFTA; probablj becaﬁsé1$o-much‘less‘was at stake.) The
séme caﬁﬁ§t 5e.said“for the bUSiﬁess cohmuhity's.intérest in,
and poiicy actiVity,'oﬁ-the process'df Europeén:economiC'
intégratién. With'75'per'éent of Cahadién'trade withrthe‘ﬁfs.,
it is not difficdlt .ﬁo deduce where limited corporate

~ resources.were being devoted: trade with the United States was
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a matter of survival; trade with Europe_Was'not. Although by
l989 the EC "1992" program had made it onto the corporate
.agenda (as evidenced'by the perfunctory reference to;European
1ntegration in the speeches of bu51ness. leaders), v thesev
references were for the most part declaratory (praising the
increased liberalization of trade,in a Europe'w1thout borders
and noting with foreboding theuharm;of‘a diScriminatory'trade
bloc). Significantly, they did not appear to have been
supported by any sustalned analysis. | | |
The exception to this lack of a hard look at the
implications of the SEM for Canadian bu51ness may‘have been a
speechvdelivered in 1992 by the'director of international
policy for the CCC,.Who concludedv"A variety of'forces at WOrkv
in the international economy will likely conspire to reduce
the relative importance of_‘bthe transatlantic trade
'relationship In particular, it 1is 1likely that the'
.relationship will grow . in absolute . terms but diminish in
relative terms."* These conclus1ons may have resulted from a
survey byvthe Canadian Chamber in 1992 when, to the amazement
of the Chamber staff, there. was no support either w1thin 1ts
:own membership or from other business interests, “for the
creation of a consultative.committee on the SEM. That there‘
would be no support for‘a bilateral business:council oer
business-oriented consultative mechanism does not'strike the

observer as particularly unusual given the life—span_of an EC-

. oriented .initiative within the ITAC. An "EC 1992 committee
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. had been set‘up at the.ITAC-in 1988 nnder'the chairmanship‘of
'lDav1d Culver, then chalrman of ALCAN, a Canadlan.multlnatlonal-.
: corporatlon ‘with 51gn1f1cant 1nterests in Europe. It lasted
‘all of 18 months before being wound down What is unusual. 1s
‘that this was the corporate reactlon ‘in the face of a -
government trade promotlon campalgn (see descrlptlon of "Going
Globalﬁ in Chapter Nine) that for two vears had hailed the
V‘opportunities for Canadian'firms.as a result Of‘"EC 1992".>
Another'point to note is thatssince the preferred forum
. to -discuss Canada—EC' bilateral issues 'was through the
, bureaucratlcally ~-driven J01nt Cooperatlon Commlttee of the»
’Framework Agreement and through the GATT! it ‘was rare that the
‘business;oriented‘ITACS'or SAGITs-were used to alr or resolve
trade 1rr1tants An exceptlon, for example was the raising in
1991 at ‘an’ ITAC meetlng of the p1newood. nematode phyto—
sanltary issue that affected the sale of Canadlan greenwood'
'lumber to. the EC (see Chapter 9.6. 2 1)

From the above-descrlptlon, ;t-can_be determlnedithat,
reflectlng Canada”s growing economic'integration in North -
.America; Canadian business had'signlficant interest in, and
therefore,devoted considerable time and resources'to, policv"
conSultations_on issues affecting»intra—North American trade.

and investment Conversely, it had far less 1nterest 1n'

-h,developlng pollcy recommendatlons for- the -government on

Canada's approach to the SEM thlS desplte the fact that the

EC. as a reglon was Canada‘s second.largest partner. What
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emerges is a plcture of a bus1ness comrmm1ty that was mostly
reactlve to the emergence of the SEM preferrlng to be
"active" only when given the incentive by government in the'
form of contracts to run business awareness co'nferences and '
seminars. | | | | | |
_The situation was different, _ofy course, at the level of
single industry trade associat"ions' directly affected by
partlcular EC pollcy actions. Assoc1atlons such as the
Confederatation = of Forest Industrles (C‘OFI) of British
Columbia (which recelved considerable federal_' funding) and:
Québec's Bureau de producteurs du bois and the Maritime Lumber
Bureau all took an- intense interest in forestry. issues in

Canada-EC relations. Interestingly, with the exc'eption of COFI

which had an office in the UK these vertical industry | |

associations rarely lobbled the EC or the Member States
dlrectly to resolve market access issues; Alnstead, they
‘1obbied‘ line vdepar'tment‘s‘ such as Forestry Canada, -Fisheries |
- and Oceans, and Energy, Mines and Resources. These departments '
then consulted with the relevant divisions withi.n‘ EAITC that
addressed their particular | concems, making the rcie of the
- federal government on marny b'ilateral" Canada-EC issues, in 'thle'

words of a federal official , "one'—step‘ removed" .4
3.5.1 Canadian Private Sector Aligmment vis-a-vis the SEM

As background to Chapter Nine, if one were to try to move away

from some of the above more general cbservations about the
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Canadian business community's attitude, and to more precisely
isolate its reaction to the SEM (given the scope and
complexity of the SEM), it is easy to conclude that Canadian
small- and medium-sized enterprises (SMEs) and larger firms
were affected in different ways, and that this complicated
Ottawa's attempts to promote Canada's international business
interests. There was, for example, a concern that SME
exporters in the resource sectors would be damaged -
especially if they could not afford to invest in the EC. At
the same time, and as will be discussed in Chapters Eight and
Nine, with direct Canadian investment abroad outstripping
inward investment - corporate foreign investment almost
quintupled after 1980 with 1,396 Canadian-based firms
operating 6,328 affiliates abroad by 1992% - Canadian MNEs
clearly saw the advantage of the larger market and made
considerable investments.* Compounding this difficulty in
differentiating Canadian corporate responses was the fact that
the Canadian economy was so heavily inter-penetrated by
foreign - mostly U.S. - capital. Thus, in those industry
sectors in which a significant portion of firms were branch
plants of U.S. multinationals, there would have been a
different perspective on these firms' interests vis-a-vis the
EC. Such differences in perspective and activity fed directly
into the Canadian corporate responses to the SEM.

Two dimensions of Canadian corporate behaviour were
significant to the formation of attitudes towards European
integration in general: first, the size and orientation of the

enterprise, and second, the sector(s) in which it was active.
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-‘Attitudes towards the EC were fundamentally_shaped by the
differences of resources and_scale_between SMES and large[
particularly, multinational' firms and by the - related
_differences'between'exporters'tO'Europe, 1nvestors to Europe
and'manufacturers. Simply,. the larger and more multlnatlonal
an enterprlSe was, the more llkely it was’ to respond
'pos1t1vely to the deepenlng of European 1ntegratlon, and the
‘more “European" 1ts act1v1t1es in the Community were llkely to
be. SMEs with no establlshed European presence were less
likely to be enthu51ast1c about the SEM, and were more llkely
to-feel threatened by the prospect of a "Fortress Europe".*

'Canadian corporate.attitudes towards the SEM also varied
accordlng to the nature of the sectors in Wthh Canadlan flrms
were actlve and from where in Canada they were exportlng
" Quebec- based SMEs were viewed as more entrepreneurlal and
because of - the cultural and language afflnltles, more llkely
Athan.Albertaj or even.Maritime4basedHSMEs to look to Europe.
In terms of industry sectors, the discusslon inVChapter.Nine
will show the problems of the telecommunicatiors sector and .
the issues attached to market access. ThetSEM was not solely.
a hlgh technology program, .but lt was replete with .
1mp11catlons for. the sector - one that was a Canadlan strength.
b— especially when coupled with established ECrpolicies on
local content antl dumplng and related areas.

The fear that the SEM would work only to the advantage of

the large Canadian multlnatlonals was not 'w1thout some
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, justification

In stark contrast to the resources avallable to small,

'. medium- and large- s1zedHAmer1can flrms through the network of
trade and industrial assoc1atlonspsuch as individual Amerlcan
Chambers of Commerce in the EC Member States (which Smith
ﬂsuggests sometlmes led”Amerlcan business to be better briefed
on the 1mp11catlons of EC policies than the U.S. government),

Canadian firms - apart from multinationals with subsidiaries
'in.the EC (a few‘even‘had.offices‘in_BrUSsels) and a Canadian
Standards AssociatiOn 'office‘ in = Brussels - had no
sophisticated business ‘association network to monitor
‘Conmunlty leglslatlon These flrms relied heav1ly on the
* Canadian government embass1es and hlgh commissions.*® Despite
thelr obvious "1nformat10n deficit" on the changing nature of
doing bus;ness.ln the Chnnmnlty and thrs "deficit's" obvious
implication_ for the corporate bottom line, there was no
'interest'by the Canadian private sector to band together‘to
‘create avCanadian chamber network in Eurcpe. As a measure of
~ where the'priorities of the Canadian business community-lay,*
it is 1nterest1ng to note that the Canadlan Chamber in 1992 -
}as part of - its desire to end the "unlversallty" of the federal
'government's trade development approach and at the same time
'tijrov1de more relevant and targetted.market 1ntelllgence to"
" its menbers - offered to replace some of Canada's consulates
in the Unlted States with priv<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>