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anada finds itself in an uncomfortable position, with our bedrock trade agreement in 

trouble and the deadline for renegotiation fast approaching. A minority view in the last 

few weeks has been that Canada can do without NAFTA. The Canadian government, moreover, 

has been clear that it will not sign a deal that is bad for Canada, though its word has not yet been 

put to the test. 

There is little chance that this will happen, although it grows every day that no deal is reached, 

and much depends on the whims of the current occupant of the Oval Office. Canadians should 

have a hard look at the consequences of a no-deal scenario. The British example can be instructive.  

Britain and Canada are both heavily dependent on trade with a large, prosperous market. The 

argument that Canada can go without NAFTA implies that we can replace any cross-border trade 

that we lose, because other countries will happily trade with us instead, after perhaps a brief 

period of pain. A similar view was part of the general rationale behind Brexit: that membership in 

the European Union was actually holding Britain back. Once Britain could “take back control” of 

its regulations and diversify its international trade, new trading partners would flock to its shores.  

On the face of it, this might seem like a fair proposition. The British economy is the fifth biggest 

in the world, according to the International Monetary Fund. (Canada is 10th). Yet the British 

government has found that quickly making new trade deals is difficult.  

This summer’s batch of trade missions have gone poorly. British Prime Minister Theresa May’s 

trade trip to African countries in August made headlines for the wrong reasons. First, May was 

pictured awkwardly dancing with South African children during her visit there, further bolstering 

her image as uneasy in public settings. 

Second, and more substantially, Kenyan president Uhuru Kenyatta chided May on the last day of 

her three-day visit, noting that it had been 30 years since a British prme minister had visited the 

country. Kenyatta is no saint, but as British colonial authorities imprisoned his father, an anti-

colonial activist who became Kenya’s first president, the argument has a certain resonance. Such 

trips have the potential to be awkward reminders that the last time Britain was so interested in 

these parts of the world was when they were part of the British Empire. 

These issues of style are troublesome, but Britain also faces problems of substance. The British 

government has made some headway, in particular by pledging to increase trade with Japan and 

China. None of these is the type of game-changing deal that ardent Brexiteers hoped for in the 

wake of their referendum success. Such deals take years.  

There are some important differences between Britain’s situation and Canada’s, primarily that 

Britain chose to leave the European Union, while NAFTA renegotiation was forced upon us.  

In some respects we have a better image on the world stage, largely without imperial ghosts. One 

also suspects that Prime Minister Justin Trudeau is a much better dancer than May. However, 
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there are so many more ways that diplomacy can go wrong, as our recent diplomatic spat with 

Saudi Arabia or Trudeau’s trip to India show.   

Canada’s trade diversification efforts are promising, according to Brian Kingston, the vice-

president of policy, international and fiscal issues at the Business Council of Canada and a CGAI 

fellow. The Canada-Europe Trade Agreement has been 98 per cent implemented, and we signed 

the Trans-Pacific Partnership. Yet 76 per cent of our exports go to the United States.  

Moreover, if NAFTA talks fail, what exactly would be the new relationship with the United States? 

Canada’s economy is as integrated with the U.S. as the British economy is with the European 

Union. The British at least have a commitment from the EU to negotiate a new trade deal, with 

reports indicating that Germany is particularly willing. Does Canada have such a backstop?  

Of course, regardless of what happens with NAFTA, Canada will continue to do a great deal of 

trade with the United States. This will be true even in the worst-case scenario if the U.S. also 

withdraws from the World Trade Organization, as President Donald Trump has threatened. But 

our international trade is hardly diversified despite decades of calls for such measures. The British 

example shows that trade deals are difficult to replace.  
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