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Diplomacy at the l:eading Edge: Advanceﬂ Technology and Canadian Trade Policy

that many of the direct economic returns once thought to derive from support for
advanced technology industries may have been considerably reduced due to fierce

international competition. ASSIstance to mdustry in Canada can be and often is outbid
elsewhere.

When dealing with advanced technology, not only employment is at stake but
competitiveness and national prestige. Due to the perceived economic benefits of
advanced technology industries (i.e., more productive and higher paying jobs,
enhanced exports and local infrastructure and other "externalties"” or spill-overbenefits
such as learning curve economies), these industries also receive protectionist

“treatment in many countries.

Thus, one important topic_in_the current economic debate pertaining to
advanced technology trade is the connection between "innovation™ and "growth".
The usually observed growth benefits derived from direct financial support for R&D
activity are currently being reviewed by the Micro-economic Policy Analysis Branch
of Industry Canada and by the OECD among others.® The current consensus also
emphasizes the importance of intellectual property rights such as copyright for

‘encouraging innovations, although some recent work puts the focus more clearly on

the importance of encouraging innovation diffusion.* In addition, structural
impediments to market entry ("systems friction”) and the nature of business-
government relations often involve instruments of domestic technology policy and are
a growing topic of discussion.s While this Paper does not propose to resolve these
hotly contested issues, their existence underlines the centrality of advanced
technology to the evolving international trade policy agenda.

°® The Canadian Context

Canadians have always been required to focus on international markets and
linkages for technology, much as we have always needed access to foreign capital
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