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Canada and the European Union are currently negotiating the Comprehensive
Economic and Trade Agreement (CETA), which, if concluded, would be the most
important trade agreement negotiated by Canada since NAFTA. Unlike the latter
agreement, however, CETA has so far generated little public discussion. Patrick
Leblond argues that this is unfortunate, since CETA has important economic and
political ramifications. Economically, it touches on all aspects of Canadian economic
activity, from tariffs to regulations, from agriculture to engineering services. Politically,
it highlights the weakness of Canada's federal system in negotiating international
agreements, which increasingly concern provincial and territorial jurisdictions.
“Canada’s political leaders cannot afford to wait for the next set of international
negotiations to devise such a coordinating mechanism,” he says, and he suggests that
the Council of the Federation should be seriously considered for the role.

Le Canada et l’Union européenne négocient actuellement la conclusion d’un Accord
économique et commercial global (AECG), qui constituerait pour le Canada le traité du
genre le plus important depuis l’ALENA. Mais contrairement à celui-ci, déplore Patrick
Leblond, l’AECG n’a pas suscité jusqu’à présent beaucoup d’attention, même si ses
ramifications économiques et politiques sont considérables. D’abord parce qu’il touche
tous les aspects de l’activité économique du Canada, des tarifs à la réglementation en
passant par l’agriculture et les services. Ensuite parce qu’il met en évidence la faiblesse
du système fédéral canadien en matière de négociation d’accords internationaux,
domaine qui relève de plus en plus de la compétence des provinces et territoires. « Nos
dirigeants politiques ne peuvent se permettre d’attendre la prochaine ronde de
négociations internationales pour mettre en place un mécanisme de coordination »,
prévient l’auteur, qui propose à cet égard de mettre à profit le Conseil de la fédération. 

I n mid-January 2010, Canada sent a delegation of
approximately 100 people to Brussels to take part in the
second round of negotiations on the Canada-European

Union (EU) Comprehensive Economic and Trade Agreement
(CETA). Later in April, it was Ottawa’s turn to host the third
negotiation round. If it is signed, CETA would be the second
most important bilateral trade agreement ever negotiated by
Canada, after free trade with the United States. Yet, unlike
the free trade agreements with our southern neighbour,
CETA has generated little public discussion and debate.
Maybe everyone is waiting for the negotiations to conclude
before taking positions on the agreement. Or maybe no one
gets excited about Europe anymore. In any case, a wait-and-
see or who-cares attitude would be unfortunate, given the
potential economic and political ramifications of this deal.

B efore discussing CETA’s implications for Canada, it is
useful to understand how we got here in the first place.

It all began in the fall of 2006 when the former EU ambassa-
dor to Canada, Dorian Prince, made it known privately, as
well as publicly, that a window of opportunity was open to
Canada if the latter was interested in a deeper economic part-
nership with the EU. At the same time, Germany, which was
to hold the six-month rotating presidency of the EU in the
first half of 2007, was sending out signals that it was interest-
ed in pushing for greater economic cooperation with the
United States, and possibly Canada. With regional trade
plateauing in North America and Europe, the Doha Round
multilateral negotiations stalling and bilateral free trade
deals with China unlikely, political and economic leaders on
both sides of the Atlantic were looking for ways to improve
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market opportunities for business. This
is how the old idea of the Trans-
Atlantic Free Trade Agreement came to
be revived. But it was when Quebec
Premier Jean Charest made a strong
pitch for a Canada-EU economic part-
nership at the World Economic Forum
in Davos in January 2007 that the
CETA ball was really set in motion.

At their annual summit in Berlin on
June 4, 2007, Canada and the EU agreed
to cooperate on a joint study to assess the

costs and benefits of a closer economic
partnership between them. When we
speak about an economic partnership
agreement, it should be noted that we are
not only talking about a traditional free
trade agreement such as NAFTA, where
customs duties (tariffs) on trade in goods
and services are eliminated. We are also
talking about a second-generation trade
agreement where the emphasis is on non-
tariff barriers such as standards, proce-
dures and regulations. These have
become the main source of trade impedi-
ments, since tariffs are now quite low —
especially those between rich countries —
as a result of the General Agreement on
Tariffs and Trade (GATT) and the World
Trade Organization (WTO). For instance,
in 2007, Canadian goods faced an average
tariff of 2.2 percent when they entered
the EU, whereas at that time European
goods were hit with an average tariff of
3.5 percent to enter the Canadian market.

The joint study was published a lit-
tle more than a year later at the next
Canada-EU summit, held in Quebec
City on October 17, 2008. It concluded
that a second-generation type of eco-
nomic partnership agreement would
allow Canada to increase its exports of
goods and services to the EU by ¤8.5 bil -
lion ($12.5 billion), while in return, the
EU would be able to increase its exports
to Canada by ¤17 billion ($25 billion).

The report also suggested that GDP for
the EU and Canada would increase by
¤11.6 billion ($17.1 billion) and ¤8.2
billion ($12.1 billion), respectively (see
figure 1 for recent Canada-EU trade).
While these amounts are not negligible
in absolute terms, they account for only
0.08 percent and 0.77 percent of
European and Canadian GDP, respec-
tively. Thus, the anticipated economic
gains are slight relative to the size of the
European and Canadian economies. Of

course, the benefits of such an agree-
ment would not be distributed evenly
among Canadian residents. According
to the joint study, in Canada the metals,
transport and electronic equipment sec-
tors would see the greatest economic
gains from such a deal. It can also be
assumed that provinces that trade more
with the EU, such as Quebec, would
derive most of the economic benefits.

A s well as considering the economic
and trade implications of an econom-

ic partnership agreement, the joint study
attempted to identify the current obstacles

to trade and investment between Canada
and the EU. For example, each Canadian
province has different regulations, which
means different requirements for recogniz-
ing professional qualifications, licences to
practise and accreditations. These diver-
gent regulations represent a barrier to
labour mobility and have a negative
impact on trade in services. This means
that at present European engineers who
want to offer their services in Canada must
conform with 10 different sets of regula-

tions. This is unconscionable.
The joint study says that any
agreement between Canada
and the EU would need to
solve issues like this, so that
Europeans would be faced
with a single market in
Canada as they are in Europe.

Another example of a
Canadian trade barrier is public procure-
ment. At present European firms see
themselves as being handicapped when
provincial and territorial governments
launch invitations to tender for the sup-
ply of goods and services. For example,
in the case of the Montreal subway, the
contract was initially awarded to
Bombardier Transport, and the
European company Alstom was not
even invited to submit a bid. Although
the WTO requires that its members treat
foreign firms on an equal footing with
their national companies when it comes
to making deals with the government,

The Canada-EU Comprehensive Economic and Trade Agreement
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FIGURE 1. CANADA-EU TRADE, 1992-2008

Source: Statistics Canada.

It should be noted that we are not only talking about a
traditional free trade agreement such as NAFTA, where
customs duties (tariffs) on trade in goods and services are
eliminated. We are also talking about a second-generation
trade agreement where the emphasis is on nontariff barriers
such as standards, procedures and regulations. 
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these rules apply only to the federal gov-
ernment in Canada; they do not apply
to the provincial, territorial or munici-
pal governments. Canada obtained this
exemption from the WTO, but the
exclusion has become a focus of heavy
criticism within the EU. (The recently
announced deal between Canada and
the US on the “Buy America” provision

in fiscal stimulus legislation touches on
the same issue.) The Europeans have
made it clear that Canada will have to
give up this exclusion if the negotia-
tions for an economic partnership
agreement are to have any chance of
succeeding.

The joint study identified several
other examples of this kind and tried to
quantify what each would cost in terms
of opportunities for trade between
Canada and the EU. It also outlined sev-
eral fields where Canada and the EU
would benefit from more collaboration:
science and technology, energy, the
environment, transport, customs and
education. This increased collaboration
would help to improve the exchange of
ideas and best practices, with the ulti-
mate goal of getting more people and
companies on both sides of the Atlantic
to do deals with each other.

At the Quebec City summit, follow-
ing the approval of the joint study’s
conclusions, the parties agreed to under-
take a scoping exercise for Canada and
the EU to possibly negotiate an econom-
ic partnership agreement. The results of
this scoping exercise were published in
March 2009, and an agreement to start
the negotiations was finalized at the
Canada-EU summit held in Prague on
May 6, 2009. The first round of negotia-
tions took place in Ottawa in October
2009. The second round was held in

Brussels in January 2010, with the third
one returning to Ottawa three months
later. So far it appears that the negotia-
tions are progressing well, though the
tough issues have yet to be tackled.

S o what issues are on the negotiating
table? In spite of the agreement’s

second-generation nature, the elimina-

tion of tariffs on traded goods remains a
key issue. According to the joint study,
one-quarter to one-third of the benefits
arising from a partnership agreement
would come from getting rid of these
duties. Both sides have made it clear
that no tariff lines, even those on agri-
cultural goods, are excluded from the
negotiations a priori. It remains to be
seen, however, how long it will take
politically powerful agricultural lobbies
on both sides of the Atlantic to force
agricultural trade barriers and other dis-
tortions (for example, export subsidies
and supply management mechanisms)
out of the negotiations.

Barriers to trade in services are also
high on the negotiating agenda. Again,
the scoping exercise ensured that no
sector would be excluded a priori. The
objective is to improve market access
and eliminate discrimination in favour
of national providers. For example, an
agreement would involve the mutual
recognition of professional qualifica-
tions. This would make it easier for firms
to send Canadians to Europe (or
Europeans to Canada) to work with sub-
sidiaries and/or business partners. The
overall intention here is to build on the
two partners’ existing WTO commit-
ments under the aegis of the General
Agreement on Trade in Services (GATS).

Both Canada and the EU are also
keen on eliminating nontariff barriers in

other areas. For instance, building on
the WTO’s Agreement on Sanitary and
Phytosanitary Measures as well as the
Canada-EU Veterinary Agreement,
health-related standards and regulations
that restrict trade in goods and services
would have to be eliminated through
harmonization or mutual recognition.
In addition, there is a need for transat-

lantic cooperation with
respect to conformity assess-
ments. The same logic
applies to customs proce-
dures where, for example,
the two sides will need to
cooperate in order to ensure
compliance with rules-of-ori-
gin provisions. In this case,
CETA would build on the
existing Canada-European

Community (i.e., EU) Agreement on
Customs Cooperation and Mutual
Assistance in Customs Matters. Finally,
in terms of nontariff barriers, the nego-
tiations will also attempt to ease market
access and put in place nondiscrimina-
tion measures in matters of investment
and government procurement, as well
as increase the protection and enforce-
ment of intellectual property rights by
improving on the WTO’s Trade-Related
Intellectual Property Rights Agreement.

The CETA negotiations are expected
to also address a dispute-settlement
mechanism, competition policy, move-
ment of persons, labour and the environ-
ment. The Canada-US Free Trade
Agreement was the first bilateral free
trade deal to put dispute settlement at
the centre of the negotiations. Since
then, most bilateral and multilateral
trade-liberalizing agreements have
included such mechanisms in order to
render the agreements more effective. As
for competition policy, there is a growing
recognition that state aid and other
forms of government intervention in the
economy (for example, regulating
monopolies) can distort the competitive
nature of markets and, as a result, create
barriers to trade and investment. CETA
would also include measures to facilitate
the temporary movement of labour for
trade and investment purposes, which
could mean special visas or work permits

Patrick Leblond

Many areas, such as agriculture, labour, health and the
environment, are either shared or exclusive provincial
jurisdictions. So the worst that could happen would be for the
EU to devote time and energy to negotiating CETA only to
find out that many of the provisions are not being applied or
implemented by some or all of the provinces. Hence, the EU
made the provinces’ active participation in the negotiations a
conditio sine qua non for beginning the negotiations.
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for Canadians (Europeans) working in
the EU (Canada) for, let’s say, less than
one year. Finally, as is the case in most
bilateral trade agreements involving rich
countries these days, CETA negotiators
will set up cooperation mechanisms
whereby Canadian and European labour
and environmental laws and standards
do not give one side or the other unfair
trade or investment advantages. Side
agreements on the environment and
labour — such as those in NAFTA to
assuage Americans’ fears that with less
stringent labour and environmental laws
and standards Mexico would “suck” their
jobs south of the border — have now
become a staple of bilateral trade deals.

I t is clear that Canada and the EU
have great ambitions for CETA. If

the negotiations succeed and an agree-
ment is reached, CETA could be a tem-
plate for the rest of the world to follow
when it comes to second- or next-gen-
eration preferential trade agreements
(those where eliminating tariffs is not
the main concern). It could even act as
a prelude, or a trial run, for a wider

transatlantic agreement that would
include the United States, which may
be the EU’s ultimate goal, and which
Canada would surely not object to. But
what are the conditions for success?

The crucial condition is that the
provinces actively participate in the
negotiations (this is why the Canadian
delegation in Brussels in January 2010
consisted of about 100 people) and cred-
ibly commit to the agreement. This is
because the provinces will ultimately be
responsible for implementing most of
the agreement’s provisions (those that
deal with nontariff barriers). While cus-
toms duties (tariffs) are a federal jurisdic-
tion, many areas, such as agriculture,
labour, health and the environment, are
either shared or exclusive provincial
jurisdictions. So the worst that could
happen would be for the EU to devote
time and energy to negotiating CETA
only to find out that many of the provi-
sions are not being applied or imple-
mented by some or all of the provinces.
Hence, the EU made the provinces’ active
participation in the negotiations a condi-
tio sine qua non for beginning the negoti-

ations. It also required that the provinces
sign a political agreement that they will
not renege on a deal that they agree to.

The EU is still taking a risk negoti-
ating CETA with Canada. This is
because the legal validity of the
provinces’ commitment to implement-
ing an agreement is unclear. What kind
of legal recourse would the EU have if
one or more of the provinces refused to
implement parts of the agreement?
Since I am no jurist, I cannot answer
this question, but I am sure that EU
negotiators are trying to put as many
safeguards as possible into the agree-
ment (especially in the dispute settle-
ment mechanism) in order to deal with
this risk. These safeguards are equally
important for Canada. The last thing
that Canada wants is for the EU to
impose ad hoc trade and investment
sanctions because a province is not
implementing CETA provisions. What
is to say that such remedies would tar-
get only the uncooperative province?
Ultimately, defection by one province
could unravel the whole deal. Such
uncertainties would be very bad for

The Canada-EU Comprehensive Economic and Trade Agreement

Prime Minister Stephen Harper on May 5 at the Canada-European Union Summit in Brussels, where the expansion of free trade between
Canada and the EU was examined. Here he is accompanied by British Columbia Premier Gordon Campbell (left) and Canadian Ambassador to

the European Union Ross Hornby.

Jason Ransom, PMO
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business. If CETA’s objective is to
increase trade and investment, then it
would be best to remove as much
uncertainty as possible beforehand,
since business abhors legal vacuums.
Otherwise, to paraphrase W.P. Kinsella,
even if we build it, they may not come.

A ddressing Michael Hart’s main con-
cern with CETA, the other impor-

tant condition for successful
negotiations is that the deal must not
harm the competitive position of

Canadian business in the US market.
This means that any attempt to harmo-
nize laws, rules, standards, regulations
and procedures cannot be to the detri-
ment of Canada’s economic relationship
with the United States. This is a “red
line” for Canada. If the Europeans are
thinking that CETA is a stepping stone to
a wider transatlantic agreement with the
US, then one might see this condition as
not being very restrictive. It may be
naive to think, however, that the
Europeans will be willing to compromise
in the short run with respect to CETA in
order to increase the odds of a deal with
the Americans in long run. In any case,
any transatlantic deal involving the US is
unlikely to be feasible before 2021, after
the 2020 presidential election.

I n addition to the economic benefits
identified above, CETA could provide

Canada with its best opportunity to cre-
ate a common market inside its borders,
making real the ambitions associated
with the provinces’ Agreement on
Internal Trade. It is ironic that a state like
Canada does not have internal economic
integration while the EU, with 27 mem-
ber states, does (even though it is far from
perfect). If all 10 provinces committed to
CETA, then they would have to harmo-
nize or mutually recognize laws, rules,

standards and procedures not only with
Europe but also with each other. At pres-
ent, only Alberta and British Columbia
have a comprehensive internal Trade,
Ivestment and Labour Mobility
Agreement (in effect since April 2007),
which Saskatchewan decided to join in
March 2009 (it is now known as the
Western Economic Partnership). Ontario
and Quebec are in the process of develop-
ing an economic partnership, and they
signed the Ontario-Quebec Trade and
Cooperation Agreement in September

2009. Hopefully, the CETA negotiations
will ensure that these economic partner-
ship agreements are compatible with
each other and do not act as regional
fortresses inside the Canadian federation.

CETA also highlights the institu-
tional weakness of federal-provincial
relations when it comes to negotiat-
ing international agreements that
touch upon provincial jurisdictions.
In fact, Canada has no formal mecha-
nism for negotiating such deals, while
the EU has the Council of Ministers,
the European Parliament and the
European Commission, as well as very
elaborate rules for negotiating and
ratifying international agreements.
Canada’s weakness in this regard was
made clear at the UN Climate Change
Conference held in Copenhagen last
December, when Quebec acted inde-
pendently of the federal government,
to the latter’s dismay. 

The Council of the Federation, creat-
ed in 2003, is a promising basis for devel-
oping an institutional mechanism for
coordinating the provinces’ and territo-
ries’ negotiating positions. As such, it
could become like the Council of
Ministers in the EU; however, it needs to
go further than a meeting of premiers
twice a year. Ministers from various
departments should meet on a regular

basis in between the premiers’ meetings,
just as the EU’s Council of Ministers meets
every week, on foreign affairs, transport,
environment, etc. Moreover, again as in
Europe, the Council of the Federation
could benefit from having permanent rep-
resentatives from the provinces to prepare
ministers’ meetings and interact with fed-
eral government officials on matters that
touch all the provinces and the territories,
such as the negotiation of international
agreements that involve provincial juris-
dictions. Indeed, it is surprising that the

Council of the Federation has
not been used as the institu-
tional springboard for the
provinces to get involved in
the CETA negotiations.
Instead, each province decid-
ed to send its own representa-
tive. To what extent these
provincial negotiators coordi-

nate their positions beforehand remains
unclear; however, it is likely that there is
little, if any, coordination.

Although it may be too late to use
the context of the CETA negotiations to
develop an effective institutional mecha-
nism for coordinating Canada’s federal
and provincial and possibly territorial
positions in international negotiations,
Canada’s political leaders cannot afford
to wait for the next set of international
negotiations to devise such a coordinat-
ing mechanism. With globalization
increasingly pushing to the internation-
al level the governance of issues that
were once considered solely domestic —
and thus in provincial jurisdiction —
Canada must be institutionally prepared
to take a strong common position and
ensure commitment at all levels of gov-
ernment to international agreements.
Otherwise, we run the risk of losing our
ability to interact economically and
politically at the international level.

Patrick Leblond is assistant professor in the
Graduate School of Public and International
Affairs at the University of Ottawa, research
fellow at the Canadian International
Council and research associate at CIRANO.
This article is based on a presentation he
gave at Carleton University’s Centre for
European Studies in November 2009.
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CETA could provide Canada with its best opportunity to create
a common market inside its borders, making real the ambitions
associated with the provinces’ Agreement on Internal Trade. If
all 10 provinces committed to CETA, then they would have to
harmonize or mutually recognize laws, rules, standards and
procedures not only with Europe but also with each other.  


