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EXECUTIVE SUMMARY

Following the 2008-09 global financial crisis, Cdaas in a position to reinvigorate its trade
and investment relationship with the United Stated pursue new economic opportunities with
rising major global players, though in the conteftsignificant global imbalances. Three
overarching policy trends are evident: the Govemnod Canada intends to improve bilateral
trade and investment relationships with the U.2l amerging market countries—particularly
China, India, and Brazil—and strengthen multildt&ess through the ongoing Doha Round trade
negotiations of the World Trade Organization. Tewer economic growth, job creatiand the

maintenance or improvement of Canadians’ standahding, Canada must facilitate trade and
investment opportunities with the U.S., develoatiehships with the emerging market countries

that are expected to drive global growth in the iognyears, and improve multilateral ties.

Recommendations:

* Given the importance of the Canada-U.S. tradeiaveistment relationship to Canada and the
marginal utility of FTAs, Canada should initiatéogts to strengthen the Canada-U.S. border.

» Given global economic growth rates, the poterfoalrapid development in emerging market
countries in upcoming years, and the likely inceeatdomestic demand in these countries, the
Government of Canada should commit to improving &ars international competitiveness by
investing in productivity gains and further pronmgtiFDI flows into Canada.

* Given EDC’s success in 2010, the Government ohada should facilitate increased
cooperation between DFAIT and EDC and authorize E@pen offices in foreign countries.

* Given the potential for a change in Canadiangydid contribute to the conclusion of the Doha
Round and significant benefits for Canadians, tbeeggnment of Canada should outline plans to

eliminate supply management.




INTRODUCTION
Canada stands at a pivotal moment in history whaatetand investment patterns are changing,
economic power is shifting from West to East, amstdl, monetary, demographic, and
competitiveness challenges exist for many of the dauntries in the global political economy.
The global economic downturn, which deepened in usua2008, that followed the global
financial crisis pushed Canada into a short, melcession and the global economy to accelerate
the above trends. Canada recovered from the dowbiumid-2009 and in 2011 is in a position
to reinvigorate its relationship with the Unitedaféts and to pursue new opportunities with rising

major global players, though in the context of gigant global imbalances.

CONTEXT
Current situation, policy, and issues
Two of the five priorities for 2011-12 of the Depaent of Foreign Affairs and International
Trade Canada (DFAIT) is greater economic opponufat Canada, with a focus on growing
and emerging markets, and the U.S. and the Amepemsity commitments related to trade and
investment being:

» implementing thé&Slobal Commerce Stratedy boost Canadian commercial
engagement in the world, with a focus on Chinaianand Brazil;

» showcasing Canada’s advantage as an investntent si

» expanding global research and development pattiper with a view to commercialize
innovation;

» advancing trade and investment liberalization myagket access interests, bilaterally
and in the Doha Round;

» concluding and implementing free trade agreemeittsnew strategic partners;

» focusing on foreign investment promotion and gctibn negotiations;

* building a comprehensive strategy for relatiornts whe U.S., including
competitiveness, global economy, trade relationsddér management/facilitation, energy
and climate change, and the Arctic;

« address decisively Buy American impacts on Caradiporters.

1 “The Priorities of Foreign Affairs and Internatinlrade Canada for 2010-2011,” last modified Faby®, 2011,
http://www.international.gc.ca/about-a_propos/pties-priorites.aspx.




Three overarching policy trends are evident: thevgBoment of Canada intends to improve
bilateral trade and investment relationships whie UJ.S. and emerging market countries—
particularly China, India, and Brazil—as well asesgthen multilateral ties through the ongoing
Doha Round trade negotiations of the World Tradga®ization (WTO). To meet its objectives
of securing economic growth, job creati@md the maintenance or improvement of Canadians’
standard of living, Canada must approach eachtgituearefully as each has its context-specific
issues, but at the same time the policy mix mustdieerent and non-contradictory.

The Canada-U.S. trade and investment relationshigheé most extensive bilateral
relationship in the world, with total trade valuadCAD$501.4 billion in 2016 Although it has
declined in recent years, Canada-U.S. trade, jpatlgithrough the prism of the North American
Free Trade Agreement (NAFTA), continues to be by thee most important dimension of
Canada’s trade portfolio. The trade relationshipn® the foundation of Canada’s wealth and
standard of living, in that exports representeg8tcent of its gross domestic product (GDP) in
20082 With regard to foreign direct investment (FDI)eth).S. is Canada’s largest foreign
investor while Canada is the fifth-largest foreigmestor in the U.$.In 2009, 52.5 percent of all
FDI in Canada came from the > 3nvestment is concentrated in sectors such asnmiand
smelting industries, petroleum, chemicals, the rfeature of machinery and transportation
equipment, and finande.NAFTA facilitates investment by guaranteeing petitns and

establishing investment channels.

2“International Trade: Canadian Economy,” Induslanada, last modified March 3, 2011,
http:/Aww.ic.gc.caleic/site/cis-sic.nsf/eng/h_000&ml.
3 “Stat Extracts,” Organisation for Economic Co-agilem and Development, last modified February 20,12
http://stats.oecd.org/Index.aspx?DatasetCode=SNABLFA.
““Background note: Canada”, U.S. Department oféStast modified September 1, 2010,
http://www.state.gov/r/pa/ei/bgn/2089.htm
® Foreign Affairs and International Trade Canadaari@da’s State of Trade: Trade and Investment Upd2€40,”
g)ttawa: Public Works and Government Services Car@ie0: 87.

Ibid.




At present there are 40 emerging market countwbs;h together represent one-half of
all import growth and almost two-thirds of globaoaomic growtH. With regard to Canada’s
trade and investment relationships with the thestelst-growing emerging markets, China was
Canada’s third largest trading partner in 2009 gsoss jumped 6.6 percent to CAD$11.2
billion, India placed 10th with Canadian exportsrtioCAD$2.1 billion, and Brazil 13th with
Canadian exports totaling CAD$1.6 billidrin 2009, the stock of Canadian direct investment
abroad in China, India, and Brazil was CAD$3.3idil] CAD$600 million, and CAD$11.4
billion, respectively; percentage growth betweeff@nd 2009 was 25.4, 22.9, and 9.4 percent,
respectively. Negotiations about a potential Canada-India FTA pending, while Canada’s
negotiations with China and India regarding Forelgmestment and Protection Agreements
(FIPAs), which protect and promote foreign investinéhrough legally binding rights and
obligations, are in their final stag¥s.

Canada is an active player in multilateral insiong, having been an initial signatory of
the General Agreement on Tariffs and Trade (GATT1947 and a founding member of the
WTO in 1995. DFAIT lists the advancement of the Bdtound negotiations, which have been
ongoing since January 2002, as a priority. Canaslgdply management policies have been seen
as considerably undermining its position in the Bategotiations and therefore undermining
potential multilateral improvements to its tradesiion. The Government of Canada is
concermed with protecting the supply managementesys for poultry and dairy products

whereby prohibitive tariffs (of up to 299 perceat imposed on the import of products above a

" Tiff Macklem, “Canada’s Competitive Imperativevérsting in Productivity Gains,” speech, Producyiviiberta,
February 1, 2011, http://www.bank-banque-canaden¢sppeeches/2011/sp010211.html.

8 Foreign Affairs and International Trade Canadaari@da’s State of Trade,” 57—60.

° Foreign Affairs and International Trade Canadari@da’s State of Trade,” 95.

%«Canada’s Foreign Investment Promotion and Primtedigreements (FIPAs),” last modified March 4, 201
http:/www.international.gc.ca/trade-agreementsseds:commerciaux/agr-acc/fipa-apie/index.aspx.




minimum quota (tariff rate quota), artificially Higprices are maintained through government

price guarantees, and domestic quotas stipulatenhemy cows can be milked per faffn.

Indicators

The export, import, and FDI statistics outliningn@da’s trade and investment relationships with
the U.S., China, India, and Brazil described albe¢piire contextualization. Canada’s economic
opportunities in the global political economy aresbunderstood by comparing and contrasting
its economic growth rate with that of its partnetdferences in GDP per capita among major

global players, and differences in current accdenels of key countrie¥.

Figure 1: Annual GDP Growth Rates, 2001-09
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" Richard Barichello, “Options for Supply Managem&n€anada with Trade Liberalization,” Canadian
Agricultural Trade Policy Research Network, lastdified March 26, 2011,
http://ideas.repec.org/p/ags/catpcp/6124.html.

12 All data were found on the World Bank’s “World daank” (http:/databank.worldbank.org/ddp/homeatu)
graphs were compiled by the authors.




Figure 1 demonstrates a clear discrepancy betwegradian and American growth rates and
those of China and Brazil over the last decade,clwhindicates the existence of global
imbalances. The latter two countries have condisteeen high growth rates and continued high
growth is projected in 2012, while the growth ratésadvanced economies are projected to be
moderaté® Canada’s growth rate is projected to be 2.3 afdp2rcent in 2011 and 2012,

respectively, which broadly matches the growthgratieother advanced economiés.

Figure 2: Annual GDP Per Capita, 2001-2009

GDP per capita (current USS)

50000
45000
40000
35000 ® Canada
30000 m China
25000 M European Union
20000 ® India
15000 m Brazil
10000
W United States
5000
0

The striking differences in annual GDP per capiganeen advanced economies and emerging
market countries in Figure 2 demonstrates that gimgmarkets have the potential to develop

rapidly over the coming years to catch up in teofngrosperity to advanced economies.

3«MF World Economic Outlook (WEO) Update -- GlolRecovery Advances But Remains Uneven, January
2011,” last modified January 25, 2011, http://wwaf.brg/external/pubs/ftiveo/2011/update/01/inder.ht
1 bid.




Figure 3: Annual Current Account Balance as a Patage of GDP, 2001-2009
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The U.S. has been running large, chronic currectiatt deficits since 1982. In 2010, the annual
deficit was estimated on an exchange rate basitS&661 billion—the world’s largest.China
had been running increasingly large current accaurpluses from 2004 until the global
financial crisis, as shown in Figure 3. In 2010,ir@hhad the world’s largest annual current
account surplus, estimated on an exchange rates msiUS$272.5 billion® Such large
imbalances indicate that China is responsible foctmof the global aggregate supply while the
U.S. drives global aggregate demand: the U.S. néads to finance its consumption and China
need the U.S. to purchase Chinese exports, whigh dconomic growth in the country. But as
demand drops off in the U.S., domestic demand im&ill have to increase if both countries

want to see the economic recovery following thégldinancial crisis sustained.

5«The World Factbook: Current Account Balance,” @ehintelligence Agency, accessed April 4, 2011,
https://www.cia.gov/library/publications/the-worfdetbook/rankorder/2187rank.html.
1% bid.




Past policy and trends

The numbers, figures, and analyses above indibaeGanada’s past policy has favoured its
U.S. trade and investment relationship and trendboith categories have been more or less
stable. Canada’s protection of supply managemendate is also clear. Given the current
situation regarding differences in global growtttesa GDP per capita, and current account
levels, Canada’s past policy and associated tresgisrding trade and investment relationships
with emerging market countries deserves furthetamqtion.

To boost Canada’s weak business reputation in engergarket countries, Canada had
many federal- and provincial-led international #adissions during the Liberal years of 1994—
2005, including Canada Trade Missions and Team d&aiissions, which included the prime
minister as well as dozens of political officialsdabusiness representatives. The Conservative
government of Prime Minister Stephen Harper comiihthese trade missions through 2006-08,
but Harper has not led any of the delegations.

Canada’sGlobal Commerce Strategpublished in March 2009, effectively spelled the
end of formal federal trade missions by pledginaf tthe Government of Canada will improve
Canada’s competitiveness, support Canadian firmrsumg global commercial success, and
make Canada attractive to global investment, bgsinand talent. Identifying 13 priority
markets, including China, India, and Brazil, theagtgy has a four-pronged approach:

* Boost Canadian commercial engagement in glodakvehains;

» Secure competitive terms of access to global etarand networks for Canadian
businesses;

* Increase FDI in Canada and Canadian direct imast around the world; and

* Forge stronger linkages between Canada’s scemdéechnology community and
global innovation network¥.

" Government of Canada, “Seizing Global Advantag&l@bal Commerce Strategy for Securing Canada’sv@ro
& Prosperity” (Ottawa: Public Works and Governm8etvices Canada, 2009), 4-13.




With regard to boosting Canadian trade, the Goventrof Canada has focused on NAFTA as
the key platform for economic opportunity, varialsbal value chain initiatives, negotiating and
signing FTAs, bilateral science and technology egrents, and the promotion of DFAIT’s

Trade Commissioner Service. To increase Canadaisesbf global investment, the federal

government has prioritized the pursuit of FIPAshding global commerce support program
Going Global Innovation, and a Foreign Investmemnfidtion Strategy that intends to build a
Canada “brand” in key markets through the Investn@rampions program that draws potential
investors to industry-specific events across Canatlategies that highlight the benefits of
partnering with promising Canadian companies, @andices to help foreign investors in Canada

connect to Canadian suppliers, professionals, lalkmowledge, and innovation networks.

POLICY PROCESS
Objectives
To ensure economic growth, job creatiamd the maintenance or improvement of Canadians’
standard of living, Canada must develop its inttonal strategy to facilitate trade and
investment opportunities with the U.S., develoatiehships with the emerging market countries

that are expected to drive global growth in the ioanyears, and improve multilateral ties.

Key stakeholders, allies, detractors, and beneficiaries

In Canada, major stakeholders are export-oriersgddrs, manufacturers, and service providers,
which would benefit from boosts in productivity amdernational competitiveness. Given their
respective roles in developing domestic and intgnal positions and initiatives on trade and
investment, DFAIT, Industry Canada, and the Depantnof Finance Canada are stakeholders in

the policy process. Provincial governments, whioh @sponsible for policy implementation,




could either be allies or detractors based on véresh not they are actively recruiting business
to their respective province to maximize tax rexenand employment, attempting to secure re-
election, and/or protective of import-competing guoers or supply management farmers. The
general Canadian public should be understood asket®lder as Canadians stand to benefit
from reduced prices of goods and services resulitorg more efficient production and the freer
movement of imports into Canada. Domestic detradtoriude import-competing producers and
those working in import-competing industries, labawions defending workers’ rights and
economic perspectives in import-competing sectansgd farmers benefiting from supply
management. Internationally, detractors would besé¢hindustries directly competing with
Canadian exporters. Certain countries intent omaaxc recovery, the U.S. in particular, could

react with measures to boost international comipetiess.

POLICY ANALYSIS
Alternatives
Canada has a diverse set of policy options thalddead to the achievement of its objectives.
With regard to the Canada-U.S. relationship, Canfaas two options. The first is improved
security cooperation. The inadequacy of Canada-bOd8der security is the most immediate
threat to both national and economic security irnrttNcAmerica. Stricter security measures
established by the American government following #ttacks of September 11, 2001, obstruct
the free flow of goods between Canada and the Th8.estimated cost to Canadian businesses
is CAD$15-20 billion dollars per year, or 4-5 percef total Canada-US trad®Although the

Government of Canada has addressed American secorterns including the Smart Border

'8 Derek Burney et al., “From Correct to Inspiredatiens: A Blueprint for Productive Canada-US Engaget,”
Centre for Trade Policy and Law, Carleton Univgtsianuary 19, 2009,
http:/imww.ctpl.ca/sites/default/files/FINAL-BLUERRT-ENGLISH.pdf.
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Accord in December 200%°, Security and Prosperity Partnership in 2005, &eddevelopment

of the “Beyond the Border” Working Group in Febp&011, American congressmen continue
to speculate that efforts are insufficiéhtlust as NAFTA acted as a solution to creeping U.S.
trade protectionism in the 1980s, a renewed Cakla8a-border strategy could provide a

solution to border problems hampering trade by owjprg perceptions of Canada as a safe,
predictable, and vital trading partner in the eye8merican policy-makers:

Given trends in economic growth rates, the potérfta the rapid development of
emerging market countries in upcoming years, ardeasing domestic demand in these
countries, the second option is trade diversifozati DFAIT prioritizes concluding and
implementing free trade agreements with new stiag@tners. The Government of Canada has
signed FTAs with 10 countries and is in negotiadigor negotiations are pending) to conclude
12 more agreements. Canada could attempt to negatiasignificant number of FTAs to
diversify trade away from the U.S., but to date &inhas only been able to conclude FTAs with
countries that do not have a significant impacGamadian trad& Even though trade between
the U.S. and Canada has been declining over thedpaade, the bilateral relationship dwarfs
almost all prospects for diversification. Concluglimegotiations over the Comprehensive
Economic and Trade Agreement with the European tJhias the biggest potential to bring
benefits to Canadian business through policy liaton: mutual recognition of credentials and

a reduction in non-tariff barriers, among otheelftlizing efforts, are estimated to potentially

¥ Thomas d’Acquino, “Security and Prosperity: ThenBiyiics of a New Canada-United Partnership in North
America”, presentation at the annual general mgetfrthe Canadian Council of Chief Executives, Taoo
Ontario, January 14, 2003, 5,
http:/mww.bcni.com/publications/pdf/b10f11c977766B4fal4e57a594c3c/presentations_2003_01_14.pdf.
? peter Andreas, “A Tale of Two Borders,” Center@mmparative Immigration Studies, UC San Diego,200
http://escholarship.org/uc/item/6d09j0n2;jsessiofiBb005165177A5AEDFB3312F46EE4D8D#page-7.

2 Andrew Hurrell, “Hegemony in a Region That Darast Speak Its NameJhternational Journal61.3 (2006):
559.

#2«“Negotiations and Agreements,” last modified Ma8t2011, http:/Awww.international.gc.ca/trade-agnents-
accords-commerciaux/agr-acc/index.aspx.
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bring benefits amounting to over CAD$34 billion perar® FTAs with other major trading
partners—the launch of FTA negotiations with Inalia pending—could be similarly beneficial.

With regard to improving access to emerging martkésiada has three policy options.
The first regards trade promotion by way of fedénadie missions. Federal trade missions led by
the prime minister could be reinvigorated as atestya for investment and export promotion.
However, such missions have been deemed ineffelsyivacholars: one study found that federal
government-led trade missions between 1993 and 2@D3ot result in a noticeable rise in
bilateral trade in goods, results that extend tuise trade and FDI! Nevertheless, federal trade
missions could be revamped to apply new strategi@sgside the currerttlobal Commerce
Strategyfor investment and export promotion already ircpla

The second option is to improve productivity to &boCanada’s international
competitiveness. In recent years, declining Camagraductivity has been a key concern for the
country’s future macroeconomic healthAs Canadian household balance sheets are currently
stretched, household spending is expected to bg moderate, and government stimulus is
unwinding, business investment and net exportsptay bigger roles in driving growt§.Low
productivity is seen as a result of uncompetitiveal firms, underinvestment, and the wrong
skill mix in the labour market. To improve intenmatal competitiveness, businesses, including
small firms, could invest in productivity gains bwesting more in machinery and equipment,
particularly in information and communications teology; investing more in research,

development, and innovation; employing more workeith higher educational attainment; and

% European Commission and Government of Canadag¥siisg the costs and benefits of a closer EU-Canada
economic partnership,” accessed January 18, 2011,
http://trade.ec.europa.eu/doclib/docs/2008/octtiaeidc_141032.pdf.

% Keith Head and John Ries, “Do trade missions msedrade?Canadian Journal of Economié$.3 (2010): 772.
#“Economy, labour productivity growth”, ConferenBeard of Canada, last modified 2011,
http:/mww.conferenceboard.ca/hcp/details/econoregsuring-productivity-canada.aspx#Angst_canusa.

% Macklem, “Canada’s Competitive Imperative.”

12




competing in foreign marketé.Alternatively, through added emphasis on FDI prtamthe
Government of Canada could improve productivityablyacting FDI to Canada, which would
provide a source of capital that can resolve problef underinvestment. To address the wrong
labour market skill set, the federal governmentld¢aevelop re-training programs for workers
who have lost jobs in one sector but could be eygulon more dynamic sectors.

The third option is for DFAIT to increase coopeavatiwith Export Development Canada
(EDC), Canada’s export credit agency. EDC provifieancing to foreign companies on the
condition they buy goods from Canadian supplietsiasurance to Canadian exporters. In 2010,
EDC facilitated a total business volume of CAD$8biBion, of which a record CAD$24.7
billion was in emerging markets; Canadian exporiacseased their use of EDC’s products,
services, and matchmaking abilities in emergingketar by 32 percent in 2010, with China,
Brazil and India being the top three destinatioms Canadian business€s.Increased
cooperation between DFAIT’s Canadian Trade Commiess, who work alongside various
stakeholders in emerging markets to promote Candaliainess and investment, could lead to an
increase in total business volume in emerging ntarkdoreover, the Government of Canada
could authorize the EDC to open offices in foremgarkets, which would strengthen Canada’s
foreign representation and improve EDC’s on-thaigtb perspective within new markets to
identify new opportunities for Canadian business®aeeloping their global supply chaiffs.

Regarding multilateral efforts addressing supplynagement, Canada has two policy
options. The first option is continuing supply mgement but making concessions on other

issues to make satisfy partners. Although Canadattaalitionally been well-perceived and

7 bid.

8 Export Development Canada, “EDC facilitates reckd.7 billion of Canadian trade in emerging masket
2010,” last modified March 9, 2011, http://iwww.exidenglish/docs/news/2011/mediaroom_21050.htm.
# Export Development Canada, “2009-2013 Corporaia Bummary,” (Ottawa, 2008),
http:/ww.edc.ca/english/docs/corpplan_2009-2031fe15-16.

13




received multilaterally, current developments ire tboha Round have demonstrated that
Canada’s influence is declining due to its overlgfessive strategy. Continuing supply
management would then reinforce Canada’s contimlieihished position multilaterally, not

to mention that products for Canadians would remeipensivé? The second option is to
eliminate supply management, which would satisfynynanultilateral partners and could
contribute to the conclusion of the Doha Roundmitiating supply management could therefore
strengthen multilateral ties. Australia sufferedreamic problems because of similar policies in
the dairy sector and the country’s transition affarframework for reform. Dairy production in
Australia increased after reform programs tookatffexports increased, and consumers paid

less® Canadians would benefit greatly from similar refsrenacted in Canada.

Constraints

If the Government of Canada decides to pursue dnthe policy options outlined above,
constraints on policy-making include: domestic trajes that new border measures reflect
Canadian capitulation to U.S. security interesggrassive Parliamentary debates about costed
options during a time of budget consolidation; fgnegovernments intent on their exporters
staying competitive; a consistently strong Canadiailar against the currencies of trading
partners; and opposition by politically influentddiry and poultry farmers, especially in Ontario

and Quebec, to any reforms that threaten the i

30 carl Meyer, “Behind the Scenes of Supply Managédrh&mbassyMay 5, 2010), accessed March 1, 2011,
http:/mww.embassymag.ca/page/view/management-02005.

% Meyer, “Behind the Scenes of Supply Management.”

32 Montreal Economic Institute, “Reforming Dairy SuppManagement in Canada: The Australian Example,”
(January 2006: 1), accessed February 11, 201 1//\wtkpv.iedm.org/files/janv06_en.pdf, 1-2.

% Montreal Economic Institute, “Reforming Dairy Suppanagement in Canada,” 4.

¥ Nico Human, “Supply Management: Doha: quo vad@&hadian Poultry Magazineccessed January 28, 2011,
http:/vww.canadianpoultrymag.com/content/view/&2/
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RECOMMENDATIONS
* Given the importance of the Canada-U.S. tradeiaveistment relationship to Canada and the
marginal utility of FTAs, Canada should initiatéogts to strengthen the Canada-U.S. border.
» Given global economic growth rates, the poterfoalrapid development in emerging market
countries in upcoming years, and the likely inceeatdomestic demand in these countries, the
Government of Canada should commit to improving &ar’s international competitiveness by
investing in productivity gains and further pronmgtiFDI flows into Canada.
» Given EDC'’s success in increasing total businedame in emerging markets in 2010, the
Government of Canada should facilitate increasespermtion between DFAIT and EDC and
authorize EDC to open offices in foreign markets.
* Given the potential for a change in Canadiangydid contribute to the conclusion of the Doha
Round and significant benefits for Canadians, tbeeggnment of Canada should outline plans to

eliminate supply management.

I mplementation

Strengthening the Canada-U.S. border is the mdstiesit means to safeguard Canadian
economic prosperity. Specific initiatives could luse a shared North American identity
document, using radio frequency identification tembgy associated with the People Access
Security Service that U.S. residents frequentlytasenter Canad®,24/7 access at major border
crossings? a shared system for commercial processing, andge roontroversially, shared

policing of the border overseen by a joint comnuissin border managemetit.

% Monica Nogueira and Noel Greis, “Uses of RFID Traalbgy in US Identification Documents,” Institutar f
Homeland Security Solutions, accessed March 261,201
https://www.ihssnc.org/portals/0/Documents/VIMS Do@nts/Greis_ RFIDBrief.pdf.

% Burney et al',From Correct to Inspired Relations,” 8.

37 d’Acquino, “Security and Prosperity,” 7.
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To improve international competitiveness, the Gowant of Canada should assess the
impact of Mobilizing Science and Technology to Canada’'s Athga its science and
technology strategy published in 2007, and updaestrategy by improving the incentives that
have led to increases in Canada’s productivityes@@07. Modernization of the strategy should
reinvigorate the framework in place for investmemtcapital, research, development, and
innovation, which consequently should result inquativity gains.

To increase total business volume in emerging nisykbe Government of Canada
should mandate DFAIT’s Trade Commissioner Servizantrease cooperation with EDC'’s
representatives in order to promote Canadian expod investment. Moreover, the Government
of Canada should amend thexport Development Acto authorize EDC to open offices
internationally, which will significantly reduce amsactions costs incurred by businesses
attempting to penetrate new markets.

With regard to eliminating supply management in dlagry and poultry sectors, reform
can begin immediately through coalition-buildingvween the federal government and Canadian
farmers most interested in seeing a more liberahdg pushed and realized at the Doha Round
negotiations, such as wheat farmers, and engagesnenguota transfer facilitation with dairy
farmers willing to exit the industry. Full eliminah of price support would occur following
successful transitional assistance programs. Aghassistance will present a major cost to the
Government of Canada (the Dairy Industry Adjustméaickage cost Australia CAD$1.5
billion),* the long-term benefits of reform (no more pricemart) will more than offset initial

these transition costs.

3 Montreal Economic Institute, “Reforming Dairy SupManagement in Canada,” 4.
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