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ABOUT THIS DOCUMENT

pening Doors to the World: Canada’s
O International Market Access Priorities — 2001

outlines the Government’s priorities for
improving access to foreign markets for Canadian
traders and investors through a range of multilat-
eral, regional and bilateral initiatives in 2001. It
also presents significant market-opening results
from 2000 that will benefit Canadian business.
Subjects range from Canada’s broad negotiating
objectives at the World Trade Organization, to the
details of specific bilateral trade irritants. It is not
intended as an exhaustive catalogue of Government
activities to improve access to foreign markets, nor
as a comprehensive inventory of foreign barriers to
trade or investment.

The Department of Foreign Affairs and International
Trade (DFAIT), and its Embassies and missions
abroad, co-ordinated the preparation of this report,
with the assistance of other federal government
departments (especially Agriculture and Agri-food
Canada, Finance Canada, Industry Canada and
Natural Resources), as well as provincial govern-
ments, and, of course, Canadians doing business
abroad. Its contents are current up to the end of
February 2001.

Opening Doors to the World: Canada’s International
Market Access Priorities — 2001 updates and expands
on topics presented in the 2000 report which was
released by the Minister for International Trade in
April 2000. While recognizing the vital importance
of the U.S. market, the current approach reflects
Canada’s broader interests and the importance of
work in such forums as the World Trade Organization
(WTO) to strengthen the disciplines governing
global trade and investment flows.
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MESSAGE FROM THE MINISTER
FOR INTERNATIONAL TRADE

performance in the area of international

trade continued throughout 2000. Our exports
of goods and services rose to a record high of
$473.9 billion in 2000, and we recorded a surplus of
$18.9 billion on our current account balance. Canada
continues to rank among the world’s leading trading
economies. With exports of goods and services now
representing 45.6 percent of gross domestic product
and trade accounting for one in every three jobs, it
is clear that Canada’s trade success is directly and
positively related to our overall economic growth
and prosperity.

Iam pleased to report that Canada’s outstanding

It is also clear that improving and securing access
to key markets is an important factor in ensuring
continued trade expansion. That is why the
Government of Canada is so committed to bringing
down barriers in key markets and securing pre-
dictable access to the world for Canadian traders
and investors. Enhanced market access is the path
to continued prosperity for Canadians.

With this thought in mind, I am very pleased to
present “Opening Doors to the World: Canada’s
International Market Access Priorities — 2001”.

This annual report, prepared by the Department
of Foreign Affairs and International Trade, outlines
the federal government’s strategy fot achieving
improved access for goods, services and investment
in key foreign markets. The report also highlights
significant market-opening results achieved by the
Government in 2000 to benefit Canadians and
provide new opportunities for Canadian companies
in world markets.

As a medium-sized, trade-dependent economy,
Canada’s current and future economic success
depends on open world markets, a stable trading
environment, and a means to settle trade disputes
based on rules rather than on political or economic
might. In 2001, Canada will pursue its objectives
through multilateral and regional forums, bilaterally
with key trading partners, and through the negotia-
tion of new free trade agreements.




The World Trade Organization remains the corner-
stone of Canadian trade policy and the foundation
for Canada’s relations with its trading partners and
our bilateral and regional agreements and initia-
tives. Canada is actively engaged in the ongoing
WTO negotiations on agriculture and services, and
will continue its efforts to build confidence in the :
world trading system and to establish consensus on
expanded negotiations.

On April 20-22, 2001, the Prime Minister will host
the third Summit of the Americas in Quebec City.
A key element of the Summit process is the ongoing
negotiation of a Free Trade Area of the Americas
(FTAA). As we have for the past two years, Canada
will continue to play an active leadership role in

the FTAA negotiations, which hold the potential to
create the world’s largest free trade area — 800 mil-
lion people and a combined gross domestic product
of nearly $17 trillion. The FTAA would build on
Canada’s free trade ties with the United States,
Mexico and Chile and our expanding links else-
where in the hemisphere, allowing Canada to take
full advantage of emerging hemispheric markets.

Canada entered into free trade negotiations first
with Costa Rica in early 2000, then later in the

year with El Salvador, Guatemala, Honduras and
Nicaragua, and in early 2001 with the economies of
the Caribbean Community. The conclusion of free
trade agreements with these countries will reinforce
Canada’s continued commitment to the hemisphere
and help realize the potential for further developing
the trade relationship between our countries,
particularly with respect to our small and medium-
sized businesses.

Canada and the United States share the world’s
largest and most comprehensive trading relation-
ship. With 86 percent of our merchandise exports
destined for this market, representing 33 percent
of our gross domestic product, Canada-U.S.

trade relations will remain a top priority for the
Government. While the vast majority of our trade
is dispute-free, we will continue to ensure that the
disputes that will inevitably arise are managed
carefully. A significant challenge is the management
of the softwood lumber issue, where we remain

committed to ensuring access to this large, tradition-
al market for Canadian producers. We will also work
with the United States and Mexico to reinvigorate
the NAFTA and continue to facilitate and enhance
trade in these key markets.

In closing, I want to stress that the Government of
Canada is committed to maintaining an ongoing
dialogue with Canadians on trade issues. We will
pursue the priorities outlined in this report in full
consultation with Canadians. The Government
maintains an extensive program of outreach and
consultations with the provinces and territories, the
business sector, non-governmental organizations
(NGOs), other interest groups and the public. In
addition to being a source of information on the
Government’s actions and intentions on a range of
trade issues of importance to Canadians, this report
is intended to stimulate thinking and the submission
of views by readers. - -

I would also encourage those interested to visit the
Trade Negotiations and Agreements Web site, which
provides the most current information on Canada’s
trade policy agenda. This report and the Web site are
two of the key mechanisms that we have developed
to encourage you to provide us with feedback on
trade issues. I invite you to register your views via
the Department of Foreign Affairs and International
Trade Web site (www.dfait-maeci.gc.ca) or the

Trade Negotiations and Agreements Web site
(www.dfait-maeci.gc.ca/tna-nac). By doing so,

you join our team and improve our prospects for
advancing Canadian interests and ensuring our
continued prosperity.

Q‘*’ 0@27 e

The Honourable Pierre S. Pettigrew
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or Canada, the global trading environment

remains one of the brightest in decades:

Canadian products and services are in
increasing international demand, and trade, capital
and technologies are flowing across borders as
never before. In fact, over the 1990’s, Canada has
emerged as an international trading powerhouse.

Indeed, trade has become such a significant part

of our economy that one out of every three jobs in
this country is now tied to our ability to sell abroad.
Canada’s exposure to international competition has
energized our economy, spurred innovation and
created hundreds of thousands of new opportunities
for Canadians.

Canada can take pride in its achievement of having
become one of the world’s largest players with respect
to international trade and investment activities. In
terms of dollar amount, in 1999, Canada ranked
sixth in merchandise exports and imports, twelfth

in exports and eighth in imports of commercial
services, and eighth in stocks of global direct invest-
ment. These achievements attest to the success of
our continuing efforts to create a more open global
trading environment abroad and improve competitive-
ness at home. Today, Canada is reaping the prosperity
associated with trade and investment as never before,
resulting in higher living standards for Canadians.

To ensure secure and predictable access to the world
for Canadian traders and investors, the government
will continue its efforts to bring down barriers in
key markets. This means strengthening the institu-
tions and the rules that govern international trade
and investment, forging relationships with new
partners, and ensuring that other countries live

up to their commitments.

Opening Doors to the World: Canada’s International
Market Access Priorities — 2001 presents significant
market-opening results over the past year and out-
lines the government’s priorities for 2001 to further
improve access to foreign markets. The government
will pursue these goals multilaterally, through the
World Trade Organization (WTO); regionally, in
such forums as the North American Free Trade
Agreement (NAFTA); the Free Trade Area of the
Americas (FTAA) and the Asia-Pacific Economic
Cooperation (APEC); and bilaterally, with key part-
ners, principally the United States, the European
Union, Japan, and through the negotiation of free
trade agreements with the European Free Trade
Association (EFTA) countries, Costa Rica and




Central America. Canada is also exploring the
prospect of negotiating a free trade agreement with
Singapore. In all cases, the government’s objective
will be to ensure that Canada’s traders and investors
benefit fully from international trade agreements,
and that the word “Canada” becomes synonymous
with innovation, dynamism and excellence.

International Trade Trends

The importance of international trade and invest-
ment to Canada’s economy is often expressed as

the ratio of trade and investment to gross domestic
product (GDP)!. For exports of goods and services,
the ratio showed a remarkable increase from 17.7 per-
cent in 1961 to 43.02 percent in 1999 (See Figure 1).
In the case of imports of goods and services, the ratio
jumped over the same period from 18.2 percent in
1961 to 40.2 percent in 1999. Another indication of

Figure 1
Ratio of Canada’s Trade and Investment to GDP
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the increasing contribution of exports of goods

and services to the Canadian economy is that the
growth in exports represented much of the increase
in Canada’s real gross domestic product over the
period 1992 to 1999 (See Figure 2). Reflecting struc-
tural adjustments within the global and Canadian
economies, the commodity composition and the
direction of Canada’s trade has undergone substantial

' Canada’s gross domestic product is the total value of all goods and
services produced in Canada.

* Trade figures appearing throughout this document are preliminary
figures released by Statistics Canada, February 21, 2001. Unless
otherwise specified, all values are in Canadian dollars.

Figure 2
Contribution of Canada’s Total Exports
to % Change in Real GDP
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changes. Over a span of three decades, Canada’s

trade shifted from resource-based sectors toward
non-resource-based products such as machinery

and equipment and, more recently, high-tech items.
Export share (based on real or constant dollars) of non-
resource-based products increased from 21.4 percent

in 1971 to 64.7 percent in 1999 while their corresponding
import share more than doubled (See Figure 3).

This structural shift is in part the result of multilateral
tariff reductions, freer trade with our major trading
partner, the United States, and other policies geared
to stimulate manufacturing and knowledge-intensive
industries. Moreover, the structural changes will con-
tinue into the early years of this new 215 century, as
Canada’s trade moves toward the knowledge and
high-tech sectors with the growth in services trade
also sharing this trend.

The top destination and sources of our trade have
also shifted over time. For example, the United
States, Japan, the United Kingdom and Germany
have remained Canada’s most important export
destinations. In 1999, several of the other traditional
top 10 export destinations have been displaced by
the increased export appeal of China, Mexico and
South Korea (See Table 1).

The United States has maintained the largest share

of Canada’s import market over the past 40 years. In
that time, Japan, the United Kingdom, Germany and
France, and to a lesser extent Italy, remained amongst
the top 10 suppliers of Canada, keeping various por-
tions of our import market through the decades. More
recently, however, new suppliers have managed to carve

Opening Doors to the World: Canada’s International Market Access Priorities — 2001
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Figure 3
Commodity Composition of Canada’s Exports

Commodity Composition of Canada’s Imports
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themselves a place as one of our top 10 import
sources, namely Mexico, China, Chinese Taipei
(Taiwan) and South Korea.

appears to be the most visible factor in this relation-
ship, policy measures such as the Auto Pact in 1965,
the FTA in 1989 and NAFTA in 1994 have also
played an important role. Recent high and sustained
economic growth in both countries, especially the
decade long expansion in the United States, has
contributed in a major way to the growth of the
two-way flow of products and services.

With respect to both exports and imports, Canada
has had a long standing relationship with the United
States, Japan, the United Kingdom, Germany, France
and Italy, our G-7 partners. Our bilateral trade
relationship with the United States is by far the
most important one. While geographic proximity

Table I Canada’s Top Merchandise Export Destination and Import Sources, 1960 — 1999 (customs basis)

Top Ten Export Destinations (number beside the country name is share to total, in percent)

1960 1970 1980 1990 1999
U.S. 56.4 US. 64.8 us. 63.3 US. 74.9 U.S. 87.1
UK. 17.2 UK. 8.9 Japan 5.7 Japan 5.5 Japan 2.4
Japan 33 Japan 43 UK. 4.3 UK. 24 UK. 1.3
W.Germany 3.1 W.Germany 23 Germany 22 Germany 1.6 China 0.7
Australia 1.9 Netherlands L7 Netherlands 1.9 China 1.2 Germany 0.7
France 1.4 Australia 1.2 France 1.3 Netherlands 1.1 South Korea 0.6
Belgium and Belgium and Italy 1.3 South Korea 1.0 France 0.5
Luxembourg 1.3 Luxembourg Ll Belgium and France 0.9 Mexico 0.5
Italy 1.3 Italy 1.1 Luxembourg 1.3 Belgium 0.8 Netherlands 0.4
Netherlands 12 Norway 1.1 Brazil 1.3 Italy 08  ltaly 0.4
Norway 1.1 France 0.9 China 1.2
Top Ten Import Sources (number beside the country name is share to total, in percent)

1960 1970 1980 1990 1999
uUs. 67.3 u.s. 71.1 Us. 68.5 us. 64.5 uUs. 67.2
UK 10.7 U.K. 5.3 Japan 4.2 Japan 7.0 Japan 4.7
Venezuela 3.6 Japan 4.2 Saudi Arabia 38 UK. 3.6 Mexico 3.0
W. Germany 23 W. Germany 27 Venezuela 3.2 Germany 2.8 China 2.8
Japan 2.0 Venezuela 24 U.K. 2.8 France 1.8 UK. 26
France 0.9 France L1 Germany 2.2 South Korea 17 Germany 2.2
Italy 0.8 Australia £l France 1.2 Taiwan 1.6 France 1.7
Belgium and Italy 10 Italy 09 Iy 14  Taiwan 1.4
Luxembourg 0.8 Sweden 0.8 Taiwan 0.8 Mexico 1.3 Italy 1.1
Saudi Arabia 0.7 Switzerland 0.6 Hong Kong 0.8 Norway 1.2 South Korea 1.1
Jamaica 0.7
Sources: DFAIT, Statistics Canada




Canada’s pattern of trade also reveals a trend toward
globalization of the production processes that has
enhanced trade expansion. Unlike specialization by
commodity, this process breaks down production
into a number of stages, with a country specializing
in one or more of the stages of production. It allows
one country to produce export products that use
raw and intermediate goods or services imported
from another country. In some cases, one product
goes through several countries before the finished
item is produced and the same product can also
enter and exit the same country more than once

as it moves through the production process. As

a result, imports have been growing along with
exports in recent years. An associated development
that has had a major impact on trade is the rapid
growth of company affiliates and subsidiaries whose
commercial presence has facilitated trade in goods
and services (known as intra-firm trade).

In recent years, the goods and services trade balance
has improved as exports have expanded at a faster rate
than imports. This trend contributed to Canada regis-
tering a surplus on its current account® in the first half
of 2000, a reversal from its historical deficit position.

Investment Trends

As a conduit to economic growth, two-way invest-
ment flows bring concrete benefits to Canada by
facilitating and accessing both to markets and to
competitive inputs and R&D, which lead to transfer
of knowledge, both technical and managerial, and

! Canada’s current account records Canada's transactions with the rest of

the world, including exports and imports of goods and services, receipts
and payments of investment income and transfers.

Figure 4
FDI into Canada, by Sector
Others
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to job creation. Investment has continued to grow,
but in absolute terms. Unlike trade, the importance of
foreign direct investment in Canada to our economy
has declined as the ratio of foreign direct investment
to Canada’s gross domestic product dropped from

35 percent in 1961 to a low of 19 percent in 1990 before
recovering to 25 percent by 1999. While this trend
captures the evolution of investment policies set in
place by the Canadian government, it also reflects the
attractiveness of the country to foreign investors rela-
tive to other countries in the 1990s. In the 1970s, the
Foreign Investment Review Agency (FIRA) was creat-
ed to limit the high degree of foreign ownership in
the Canadian natural resource and manufacturing
sectors by requiring that foreign acquisitions and new
foreign businesses conveyed significant benefits to
Canada. In 1985, FIRA was replaced by Investment
Canada within the context of a more liberal foreign
investment regime. Investment Canada was also given
the task of promoting foreign direct investment. With
the Canada-U.S. FTA in 1989, NAFTA in 1994, inward
foreign direct investment from Mexico and the United
States was further liberalized.

The recovery of foreign direct investment flows in the
1990s has been accompanied by a shift in the industry
pattern and sources of foreign investment into
Canada. The finance and insurance industries now
account for the largest share of inward investment,
displacing energy and metallic minerals. The leading
sector in previous decades, machinery and transporta-
tion equipment industry, is still the third largest sector
in terms of share to total inward foreign direct invest-
ment, and even though investment has been moving
away from this industry toward other industries such
as chemicals, food, beverage and tobacco products and
electronic and electrical products (See Figure 4).

I
m—— 1999
s 1988

10 15 20 25 30
Share to total, %
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The pattern of foreign direct investment also corres-
ponds to the structural shifts taking place within the
economy of the source countries. For instance, the
United States has been directing much of its invest-
ment in Canada toward finance and insurance and
away from the energy and metallic minerals industry.
Also, Japan which is our third largest investor, used
to invest heavily on energy and metallic minerals
industries in the early 1980s but has focussed more
on machinery and transportation equipment indus-
tries since 1987 (See Table 2).

INTRODUCTION

investment, about the same level it was in 1986. Recent
trends suggest that among Canada’s top sources of
foreign direct investment, only the United States has
increased its share of inward investment. The role of
the United Kingdom, the second largest source of
investment into Canada, diminished from 13.1 percent
share to total inward foreign direct investment in 1990
to 5.9 percent by 1999. The 1999 share of the remain-
ing top eight countries ranged between 0.8 percent
and 2.7 percent, up from to 0.1 percent to 1.4 percent
in the 1960s (See Figure 5).

Table 2 Top Industry Destination of Foreign Direct Investment in Canada

U.S. Energy and Metallic Minerals Machinery and Finance and
Transportation Insurance
Equipment
UK. Finance & Insurance
EU Energy and Metallic Minerals ] Finance and Insurance
Japan Energy and Metallic Machinery and Transportation Equipment
Minerals
All Countries Energy and Metallic Minerals | Finance and Insurance
Sources: DFAIT, Statistics Canada

In 1999, 95 percent of Canada’s total foreign direct
investment was sourced from the top ten countries,
among them are the United States, the United
Kingdom, Netherlands, France, Switzerland and
Japan. As indicated in the figure below, the United
States remains the most dominant foreign investor,
although it has become somewhat less important
since the 1980s. By 1999, however, Canada’s total
foreign direct investment from the United States
was 72.2 percent of overall inward foreign direct

Figure5
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A key development in the past four decades is the
rapid expansion of Canadian direct investment
abroad (CDIA). As a result, Canada now stands as a
net exporter of investment, as the stock of Canadian
direct investment abroad surpassed that of inward
foreign direct investment in 1996. Much of the
recent growth can be attributed in part to mergers
and acquisitions of foreign companies by Canadian-
based corporations.
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As with inward investment, the composition of
Canadian direct investment abroad has also shifted
toward finance and insurance industries which
accounted for 33 percent of total Canadian direct
investment abroad in 1999, up from 15 percent

in 1983. During the same period, the share of
Canadian direct investment abroad directed to
energy and metallic mineral industries dropped
significantly to 15 percent by 1999 from 33 percent
in 1983 (See Table 3).

In addition to direct investment, the more interest
sensitive foreign portfolio investment remains
important. By the end of the 20* century, portfolio
investment, mostly in Canadian bonds, rose to
$495 billion, while portfolio investment in foreign
bonds and stocks was valued at $164 billion. In
particular, Canadian bonds grew dramatically from
$5 billion in 1960 to $393 billion by 1999.

Table 3 Top Industry Destination of Canadian Direct Investment Abroad

U.s. Energy and Metallic Minerals Finance and Insurance
UK. Energy and Metallic Finance and Insurance
Minerals
EU Energy and Metallic Minerals | Finance and Insurance
Japan and other Energy and Metallic Minerals Finance and Insurance
OECD countries
All Countries Energy and Metallic Finance and Insurance
Minerals
Sources: DFAIT, Statistics Canada

Canadian direct investment abroad by geographic
area is more diversified than foreign direct invest-
ment. The United States accounted for just over half
of total Canadian direct investment abroad in 1999,
although its share has declined steadily since 1985
(See Figure 6). Meanwhile, the shift toward the
European Union was apparent in the 1990s.

Figure 6
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Expanding Global Opportunities

Clearly, the past has set the foundation for Canada
to take even bigger advantage of expanding global
opportunities. The 215t century begins on a strong
note, as total two-way trade grew by $103 billion in
2000 compared to 1999, to $899.9 billion. Investment
flows were $15.5 billion during 2000, an increase
of $91 from the previous year. The direction points
toward an expanding new economy spurred by
exports, increasingly in value-added and high tech-
nology products.

Focus ON THE BIOTECHNOLOGY SECTOR

“Biotechnology” is the general term for a host

of technologies involving biological organisms.

Over the past few decades, advances in science have
resulted in explosive growth in biotechnological
applications and discoveries are now being made
that were never thought possible before. Not only

is biotechnrology allowing for new research, but older
techniques are being used with increasing precision.
Biotechnology is an ever-expanding field, and it has
been said that the impact of biotechnology on future
generations may be as great as that of the information
and communications technologies in the last cen-
tury. Biotechnology represents the development and
application of knowledge and techniques in biological

Opening Doors to the World: Canada’s International Market Access Priorities — 2001




systems, combined with advances in bio-informatics
and biochemistry to create innovative processes and
products in a number of sectors including health,
environment, forestry, agriculture, mining, fisheries
and many other allied industries.

A thriving biotechnology industry in the future will
be built largely on genomics research, which is the
study of genetic information: an organism’s genes
form its “genome”. Knowledge of genomes is required
to study disease resistance, or susceptibility in
humans, plants, animals or pathogens. International
experts agree that genomics will provide new meth-
ods for addressing environmental concerns, result in
new methods of disease diagnosis, treatment and pre-
vention and in managing natural resource and food
supplies. Genomics and bio-informatics technologies
and techniques are fundamentally changing the way
products and services are being discovered and
developed — genomics will allow not only for more
accelerated drug development and regulatory review
time, but will also improve the efficacy of the drugs.
In Budget 2000, the federal government approved
$160 million for large-scale program funding to
establish a multidisciplinary centre to co-ordinate
Canadian genomic research and development —
operating on a cost-recovery basis for industry, while
serving as a funding mechanism for Research &
Development (R&D) done by non-profit entities.

The commitment to excellence in the biotechnology
sector will help Canadian firms thrive in a competitive
global environment. Already, Canadian research and
development firms have established themselves at
the forefront of the sector in some promising areas.

While the majority of Canadian biotechnology
activity in Canada is in the health sector, some
exciting discoveries are being made in the areas

of agriculture, environmental restoration, forestry,
and aquaculture.

OVERVIEW OF THE CANADIAN
BIOTECHNOLOGY SECTORS

* Biopharmaceuticals

Biopharmaceuticals promise major social and
economic benefits, and already, products of bio-
technology such as medicines, vaccines and other
health-related devices, have helped to reduce or
eradicate many diseases and improve life expectancy.

INTRODUCTION

As one of the world’s fastest growing sectors, sales
of biopharmaceuticals have grown more than
seven-fold over the past decade and should exceed
US$18 billion by 2003. Canadian firms have devel-
oped three of the 24 biopharmaceuticals approved
for sale on the world market. A January 2000 survey
by Canadian Institutes of Health Research indicates
that selected Canadian biopharmaceutical firms
have more than 400 products in the pipeline. The
Canadian biopharmaceutical sector represents

46 percent of the companies, 87 percent* of the
R&D and more than $800 million in sales. It is
estimated that 30 to 50 percent of new therapeutics
will be biopharmaceutical products.

Agriculture

Agri-food research and development is another strong
Canadian biotechnology sector, where 22 percent

of the companies, 5 percent of total biotechnology
R&D and $131 million in sales. There are two major
ag-biotechnology clusters in Saskatoon and Guelph.
Smaller clusters are developing around Quebec City,
Montreal, Ottawa, Winnipeg, Calgary and Edmonton.
Agri-food biotechnology builds on Canada’s tradi-
tional agricultural strength by adding high value

jobs, products and services.

Environment

Another burgeoning field of innovation is in the area
of the environment. Through diligent research, envi-
ronmental scientists have been discovering ways to
use biological organisms to provide early warning

of pollution and using plants to “remediate” or to
detoxify polluted industrial sites. Other advances have
led to more energy efficient and cleaner industrial
processes by using microorganisms in place of tradi-
tional chemicals at certain stages of production in
mining and other industries, or by converting the
by-products into useful products (such as bioplastics).

Forestry

Advances in biotechnology forestry applications
are providing ways to ensure that Canadian forest
products can be produced using more cleaner and
more environmentally benign processes — such as
by substituting biological organisms for chemicals,

* Based on a Statistics Canada’s survey published in 1998. Statistics
Canada is currently expanding and updating this survey which will
be published in 2001.




using biological organisms in managing waste and
determining the most efficient way to produce
forest products, such as paper. These are all essential
for maintaining the competitiveness of Canada’s
forest product industries.

Fisheries

In the fishery sector, the use of genetics and
biotechnology has assisted in identifying and pro-
ducing vaccines to control diseases in aquaculture
stocks. DNA technology is being applied to define
the population structure of commercially important
fish and shellfish and to develop molecular markers
for stock identification, assisting in enforcement
efforts and conservation.

While the number of trade opportunities presented
by Canadian biotechnology expertise is increasing,
50 too are the number of market access issues. The
success of Canadian biotechnology products will
rely, in part, on a sound regulatory system, both
domestically and internationally. International
efforts are underway to examine the unique situa-
tion of products of biotechnology — especially the
most controversial — genetically modified organisms
— recognizing the risks, while at the same time, ensur-
ing that benefits can be enjoyed by all. Canada is
an active participant in these international efforts.
Canada has much to offer to these discussions. As a
country that is fortunate to have a strong regulatory
system, Canada is often looked to as a model for
other countries. The Canadian system is strong
and effective; it is flexible enough to address new
challenges posed by biotechnology.

The World Trade Organization (WTO)

Biotechnology discussions within the World Trade
Organization are confined to the Committee on
Sanitary and Phytosanitary Measures (SPS
Committee), the Committee on Technical Barriers
to Trade (TBT Committee) and the Council for
Trade-Related Aspects of Intellectual Property
Rights (TRIPs Council). Within the TBT and SPS
Comnmittees, the discussion has focussed on noti-
fications that various WTO Members have made
with respect to measures and technical regulations
regarding genetically modified organisms (GMOs)
and whether these measures and technical regulations
are consistent with the rights and obligations of the
WTO Agreements. These discussions will continue

until more consensus on the issue of GMOs emerges
or until WTO jurisprudence emerges from possible
trade disputes involving GMOs.

With respect to the WTO TRIPs Agreement, Canada
is participating in the built-in review of Article
27.3(b) of the TRIPs Agreement. This provision
allows WTO Members to exclude from patentability
plants and animals other than micro-organisms (e.g.
bacteria, yeast, algae, fungi, cell, etc.), provided that
protection for new plant varieties is available (many
Members, including Canada, have chosen to adopt
the UPOV system for plant variety protection). It also
permits WTO Members to exclude from patentability
essentially biological processes for the production of
plants and animals (e.g. cross-fertilization of plants)
other than microbiological processes.

Convention on Biological
Diversity (CBD)

In January 2000, Canada participated in the negotia-
tion of the Cartagena Protocol on Biosafety (CPB).
Canada is an active participant in the post-negotiation
process, including consultations on signing, ratifying
and implementing the Convention on Biological
Diversity and intends to sign the Protocol in the
near future.

FOCUS ON ALBERTA, SASKATCHEWAN
AND MANITOBA

This year, Canada’s International Market Access
Priorities (CIMAP) report, turns its attention to
the Prairies and reviews the significance for these
provinces - Alberta, Saskatchewan and Manitoba —
of opening markets to Canadian products.

All three provinces registered higher economic
growth rates in 2000 than in 1999: continuing high
oil and gas prices and strong growth in service-
provision sectors stimulated increased economic
activity in Alberta and Saskatchewan; Saskatchewan
benefited from increased output in the agri-food,
chemical and electronic products sectors; and,
Manitoba realized a strong recovery in the agricul-
tural sector, supported by strong growth in its
mining and manufacturing sectors.

Opening Doors to the World: Canada’s International Market Access Priorities — 2001




Slowdowns and reduced demand in foreign markets
contributed to varying degrees both to the slower
growth the Prairie provinces experienced in 1999
and to the re-energized growth they recorded in
2000. The influence of events in foreign markets

on the three prairie economies varies by province;
the varying impacts are attributable to the share of
economic activity in each province generated by

Canada. It js‘Qur.ints
performance of otl

future ref)%rgsf‘ :

exports and the product composition of goods sold
abroad. Exports of goods and services as a percent-
age of Saskatchewan’s gross domestic product
remained relatively constant at about 40 percent
over the latter half of the 1990s. Saskatchewan’s key
exports are cereals, fertilizers, mineral fuel oils and
oilseeds. Alberta exported a relatively constant

36 percent of gross domestic product over this same
period. While oil, gas and other mineral fuels com-
prised the major share of foreign sales, exports of
chemicals and chemical products, wood products,
pulp and paper, electrical equipment, and processed
food have increased significantly. For Manitoba, the
share of exports of goods and services as a percent-
age of gross domestic product increased during the
late 1990s before leveling off at about 30 percent.
Manitoba’s export profile reflects the highly diversi-
fied nature of its economy. Manitoba’s leading
exports include aircraft parts, wheat, canola seeds/oil,
electrical energy, minerals, buses/public transport
passenger vehicles, processed potatoes, lumber

and newsprint.

The opening of markets under the NAFTA and the
WTO has generated new opportunities for domestic
producers and services providers. Efforts to open
markets continue at the bilateral, regional and mul-
tilateral level. The regional focus attempts to set out

“some important achievements in reducing barriers
to exports by manufacturers and services providers
in Alberta, Saskatchewan and Manitoba and to
identify some of the remaining obstacles that need
to be addressed.

INTRODUCTION

ALBERTA

Overview

After growing by an estimated 3.6 percent in 1999,
the Alberta economy rebounded in 2000 with
approximately 6.5 percent growth, led by a surge in
energy sector investment (up by an estimated 37 per-
cent from 1999). Alberta has had the fastest growing
economy in Canada over the past five years, with the
annual real rate of growth averaging 4.6 percent.

The province consistently has the highest invest-
ment per capita among provinces. A total of
$31.3 billion was invested in 1999, an increase of
50 percent since 1994. During the 1994-1999 period,
investment in the manufacturing sector more than
doubled. In 1999, real business investment grew
by an estimated 13.6 percent over 1998. Business
investment is projected to remain around current
record levels. Almost $29 billion in major invest-
ment projects have been announced or are currently
under construction, including oil sands, pipeline,
transportation, utility, commercial and real

estate projects.

Alberta’s economy is now more diversified and less
susceptible to volatile commodity price fluctuations
than it was in the 1970s and early 1980s. Alberta’s
manufacturing sector has grown from 6.3 percent
of gross domestic product in 1985 to 10.3 percent
in 1998. The services sector is up from 53.8 percent
to 67.9 percent. Between 1994 and 1999, shipments
by manufacturing industry increased 40 percent

to $35.3 billion. In contrast, the energy sector

has declined from 37.2 percent of gross domestic
product to approximately 21 percent. This relative
decline in the energy sector has been mirrored in
Alberta’s corporate income tax receipts. In 1985-
1986, the energy sector contributed 60.5 percent of
corporate income tax revenues. By 1998-1999, this had
fallen to 9.6 percent. The agriculture sector’s share of
the economy has remained virtually unchanged
since the mid-1980’s. A major structural change is
also taking place in Alberta’s oil sector, as companies
shift their investment plans to oil sands from
conventional oil properties. Non-conventional

oil production is forecast to rise 81 percent from
current levels by 2003. It is expected to account for
over 60 percent of Alberta’s oil production in 2003,
compared to an estimated 44 percent in 1999.

The increase is led by projects like Suncor’s Project




Millennium (due to come on stream in 2002),
Syncrude’s Aurora mine project, Imperial Oil’s Cold
Lake expansion and Shell’s Muskeg River Project
(all due to start production in 2003).

International Trade

Alberta exported $55.3 billion worth of goods

in 2000, an increase of 59.9 percent over 1999.

In 1999, total exports of goods and services were
$38.1 billion; this included, $34.5 billion in goods
and $3.6 billion in services.

The rise in value of Alberta’s exports in 2000 was
primarily attributable to strong demand and high
prices for the province’s crude oil, natural gas and
related energy products. This success, however,
should not overshadow the strong growth in sales
experienced by a wide variety of non-energy related
exports, particularly telecommunications equip-
ment, wood pulp, wheat and beef.

Alberta commodity exports are classified into three
sectors, namely mining, primary agriculture and
manufacturing. In 1999, the mining sector accounted
for the majority of exports at $18.7 billion, followed
by the manufacturing sector at $12.7 billion and
primary agriculture at $2.4 billion. Although the
oil and gas industry is still number one in terms

of export value, manufacturing has become one of
the fastest growing sectors in Alberta (See Table 4).
For example, the value of manufacturing exports
doubled from $6.6 billion in 1994 to $12.7 billion
in 1999, and real growth for this sector is forecast
at 6 percent in 2001.

The key components of Alberta’s manufactured
exports include chemicals and petrochemicals,
electrical and electronics equipment, agri-food
products, paper and allied products and wood prod-
ucts industries. Although chemicals and chemical
products remained Alberta’s largest export sub-
sector, and increased 7.2 percent from 1998 to 1999,
electrical and electronics industry has become one
of the fastest growing manufacturing industries in
Alberta, From 1994 to 1999, electronics sector
exports increased 227 percent.

Major markets for chemicals and chemical products
are the United States, China, Taiwan, and South Korea.
Key markets for electrical and electronic equipment
include the United States, United Kingdom, Australia,
Taiwan and Mexico.

Alberta International and Intergovernmental
Relations, working with the Western Centre for
Economic Research at the University of Alberta,
has undertaken a series of studies that have docu-
mented Alberta’s export performance since the
Canada-U.S. FTA and the NAFTA have come into
force (www.iir.gov.ab.ca/iir/trade/documents/
1988-99_WCER_NAFTA_REPORT.pdf).

Market Access Issues

On July 29, 1999, the Government of Alberta
announced its agricultural trade negotiating positions
(www.gov.ab.ca/acn/199907/7952.html). These posi-
tions, developed after consultation with industry in
Alberta and other parts of western Canada, have been
forwarded to the federal government.

In September 2000, the Alberta government released
proposals for reform of anti-dumping measures in
agricultural trade (www.iir.gov.ab.ca/iir/trade/media/

ag_prod.pdf).

A number of studies undertaken by the provincial
government have revealed that Alberta exporters
continually encounter a number of barriers in
various international markets:

m In June 2000, the Alberta government released a
study identifying barriers to Alberta businesses
exporting their services; the study focussed on
specific sectors such as engineering, computer
services, oil & gas services and environmental
services (www.gov.ab.ca/acn/200006/9325.html).
The United States led all other countries as the
market where respondents have an interest in pur-
suing business opportunities, followed by Brazil,
Argentina, Mexico and Chile. The majority of
market access barriers encountered fell within the
category of unfavourable domestic regulations such
as “buy local” policies (also a problem for trade in
goods), and requirements such as having to hire
local citizens as a precondition to contracting was
reported as a problem by many respondents. A lack
of regulatory transparency is also a problem in
some countries. Inconsistent application of tempo-
rary entry rules is a problem continually faced by
business travelers to the United States.
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Table 4 Alberta Exports by Industry, 1995 to 1999

INTRODUCTION

\

PrlmaryAgrlculture 2,877.7 3,399.1 3,272.8 2,941.9 2,392.2 -18.7%
FTotal Mining - . 15,016,2: - 18,0374 - - 19,107.2 - 16,0749 - 18,7272 i 16.5% 2
oil, Gas, Sulphur 14,167.7 17,469.7 15,524.3 18,128.4 16.8%
iOther ' i oo T 8485 - 5506 . - 5988 - 8.7%
Manufacturing 8,697.2 9,793.3 11,407.5 12,748.3 11.8%

emxcalsandChemlcal o BEig z T e R e

. Products - : Cii7.2%
Clothing and Textiles 25.1 -6.8%
Electncal/Electromc el S

- Equipment .. - ; -~ 8723 28.2% : -
Fabricated Metal Products 147.4 180.2 187.5 2179 10.6%
{Food, Feed, Beverages - oo L1197 21,2955 00 01,5933 1,761.5 13.2% 4
Furniture and Alhed Products 115.2 254.6 300.9 12.6%
:Machinery . e G PR S : .
E (excl. Elecmcl'l'ranspon) 3750 o 5863 .. 8733 6145 -29.6%
Non-Metallic Mineral

Products 54.2 66.5 85.3 98.9 135.5 37.0%
{Paper and Allied Products ‘1,4228 10192 - 13028 - 1.4499 .. . 15658 - 8.0% ¢
Plastics 70.7 94.5 123.5 139.9 175.0 25.1%
{Primary Metal Products =~ 3728 556.5 " 599.7 502.0 = 4444 oo o0 <1L5% o}
Refined Petroleum and

Coal Products 306.9 461.7 393.9 327.9 416.3 26.9%
{Transportation Equipment ** =~ - 1244 7 . 1708 715797 2048 377.6 67.9% %
Wood Products _ 486.2 904.4 1,017.6 1,112.0 1,436.0 29.1%
{Other Cr i e QR o D64 3256 3560 340,10 - -4.5% - §
Other Exports 293.4 468.6 419.7 558.4 653.3 17.0%
iTotal Goods Exports -~ . 26,8844 - 31,6984 334816 . 30,9828 . 34521.0: -~ 11.4% 4
Tourism 907.1 1,098.0 969.7 1,197.2 1,306.3 9.1%
{Other Services (estimates) ~-1,5798 - 1,8283 - 1,956 i 2,1100 . = 22657 - - 7.4% - §
Total Services Exports

(estimates) 2,927.3 2,921.3 3,307.2 3,572.0 8.0%
Fotal Exports . 79371 7346257 . 36,4029 77 77342900 . 38,0930 T1.1%

Source: Alberta Interiational Trade Review, 1999

a In November 2000, the Alberta government
released a study (www.gov.ab.ca/acn/200011/
10019.html) on non-tariff barriers faced by
Alberta exporters. Customs regulations in
particular are seen as a major problem for many
firms. Specific problems cited include overwhelm-
ing amounts of paperwork and unclear rules.
Exporters also encounter problems in determining
technical regulations and standards.

m Alberta International and Intergovernmental
Relations, working with the Western Centre for
Economic Research at the University of Alberta, has
attempted to identify the most significant barriers
to Alberta’s exports of agricultural, resource, and
industrial goods (www.bus.ualberta.ca/CIBS-WCER/
WCER/weer.htm see Bulletins 61 and 62 for the
detailed results). Despite successive rounds of
multilateral negotiations, a number of products
exported by Alberta continue to face high tariffs and
significant non-tariff barriers to trade in key markets.




m Finally, a number of transportation-related issues
are of interest to Alberta. Harmonization of truck
weights and dimension regulations would facilitate
a more efficient flow of commercial vehicles
between the province, the United States and
Mexico. Development of efficient border crossing
facilities to improve the flow of cross border flow
of goods by commercial carriers is necessary. The
Canada Customs and Revenue Agency (CCRA) and
the General Services Administration from the
United States have plans to upgrade and expand
the border crossing facility at Coutts/Sweetgrass.
Use of Information Technology System and pre-
clearance procedures at border crossings will be
important elements of a more efficient system
to meet future growth.

As is the case across the country, security of access

to the U.S. market is critical to Alberta. U.S. attempts
to pursue actions aimed at restricting imports of
Canadian products is a major concern. Efforts must
continue through various forums available to provin-
cial, state, and national governments to ensure that

issues are resolved before they become actual disputes.

~

SASKATCHEWAN

Overview

After registering gross domestic product growth of
only 1.1 percent in 1999, Saskatchewan’s economy
is expected to record significantly higher growth in
2000. The increase is attributable to three factors:
increased activity in the mineral fuels and mining
services sectors spurred by higher oil prices; an
acceleration in manufacturing output, led by the
electronic products sector; and strong performances
by the transportation, storage and communications
sectors, as well as in the wholesale trade sector, as a
result of the banner agricultural crop in 1999-2000.

While the province’s economy remains susceptible
to fluctuations in the demand and prices for agri-
culture products, mineral fuels and raw materials,
the province hopes to mitigate this through further
diversification, which will be achieved through the
continued growth and development of its key sec-
tors. These key growth sectors include: value-added
agriculture, mining, forestry, energy, information
technology and tourism.

Saskatchewan, with 44 percent of Canada’s cultivat-
ed farmland, generates about 20 percent of Canada’s

agricultural production, and is Canada’s largest
grain producer, accounting for about 50 percent
of the country’s wheat production. In recent years,
however, Saskatchewan’s primary agriculture sector,
which contributes about $2 billion annually to the
province’s gross domestic product, has become
more diversified in terms of livestock and new
crop production, particularly specialty crops. The
province’s food-processing sector is growing rapidly
and Saskatoon has become a world-class player with
respect to agricultural biotechnology.

Major extractive industries have developed around
Saskatchewan’s rich deposits of potash, uranium,

oil and natural gas; this, in turn, has provided new
opportunities for manufacturing and services indus-
tries. With 23 percent of the province covered by
commercial forest, Saskatchewan has also become

a small, but competitive, producer of pulp, paper,
lumber and value-added wood products for both
domestic and international markets.

While agriculture and extractive industries continue
to play an important part in the provincial economy,
services now account for 60 percent of Saskatchewan’s
gross domestic product and over 70 percent of total
employment. The province’s telecommunications
and information technology sector, which consists of
national firms headquartered in Regina (ISM and GDS
& Associates), branch operations of other national
companies (LGS, CGI and Systemhouse), and an array
of small to mid-size local firms, is expanding. Perhaps
surprisingly, the film sector is one of the fastest grow-
ing industries in the province, expanding eight-fold
over the last seven years and generating revenues of
$50 million in 1998.

Improving the environment for innovation is a
provincial priority and research and development
activity is playing an increasingly important role in
shaping Saskatchewan’s future in the new economy.
In the energy sector, Regina is home to a new world-
class centre for heavy oil and horizontal drilling
technology development. The Canadian Light
Source Synchrotron, which is under construction in
Saskatoon, will be one of the country’s major scien-
tific facilities. Given that the facility, which will be
used for basic and industrial research in a number of
fields, will be one of only a handful in the world, it
should attract both scientists and companies in the

- pharmaceuticals, medical diagnosis and treatment

and biotechnology sectors to Saskatchewan.
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International Trade

Saskatchewan is a trade-dependent province,

with exports of goods and services accounting for
40 percent of its gross domestic product. In 1999,
Saskatchewan’s total exports of goods and services |
to other countries were approximately $10.7 billion,
with exports of goods accounting for just under
$10 billion. The province’s leading merchandise
exports include: cereals, fertilizers (potash), mineral
fuel oils, oilseeds, specialty crops, fibre optics,
lumber and wood pulp. Top export markets are

the United States, Japan and China.

While primary agriculture and mineral commodities
continue to account for most of Saskatchewan’s sales
abroad, the composition of goods exports is evolving,
with specialty crops such as lentils, peas and canary
seed, processed food products, manufactured goods

INTRODUCTION

and energy products taking on increasingly significant
roles. As Table 5 indicates, several manufacturing
sectors have experienced double digit annual
increases in exports from 1995 to 1999. For example,
electrical and electronic products exports increased
about 45 percent per year from 1995 to 1999, while
food and beverage products increased 26 percent

per year over the same period. The province’s exports
of services are also growing in importance.

The province is attempting to increase its value-
added exports by 20 percent by 2005. Key sectors
that have been targeted by the province as holding
opportunities for future success in international
markets include: value-added agriculture products,
forestry, mining, energy, tourism and culture,
information technology and telecommunications,
value-added processing and manufacturing,
biotechnology and environmental industries.

Table 5 Saskatchewan Exports Outside of Canada ($millions) by Industry and Total, 1995 to 1999

Primary Agriculture 4,005.17 4,146.97 4,968.85 4,152.25 3,630.71 -1.4%
[Mining Industries .. T1539.16 . 1364.67 . 1606.95 . . . 1898.44 . . 200488 . . 7.5% . 1
Crude Petroleum and

Natural Gas Industries 1682.47 1855.38 1912.69 1428.76 1647.46 0.8%
[Other Primary Industries =~ Soel89 o o209 o 0338 2553 75) .o 4700 . %
Total Manufacturing 1,601.54 1,903.89 2,264.70 2,358.17 2,524.79 12.3%
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Transportation) . 9.47 18.73 29.25 24.07 41.84 52.5%
[Foodand Beverage -~ 21937 478383 48211 48108 47620 267% ]
Furnlture and Fixtures 0.32 0.50 1.59 2.12 2.75 84.1%

- (except Electrical Machmery)' 163.14 - 207.61 221630 019124 19010 iU 4.9%
Non-Metallic Mineral Products 3.66 3.82 5.53 6.29 11.48 36.3%
{Paper and Allied Products - 039919 27088 o 41261 0 44418 1 460.80 .1 - 7.9%: 4
Plastic Products 9.25 15.86 16.49 14.58 23.21 30.7%
[Primary Metal . T 0198 . 90.98 8270 13221 . 9245 . <L1% .}
Refined Petroleum and

Coal Products 89.63 119.63 136.29 97.02 104.44 6.6%
Fifansportation Equipment - e w3778 o AL2A 5421 5850 . . 5403 . . 0 100% .. ]
Wood 54.49 130.28 211.69 233.40 278.35 57.8%
{Other manufacturing >~~~ 1968 .- }587 - -~ 2308 -~ 2860 2835 . - 1270F ]
Total Saskatchewan Exports

Outside Canada 8,882.00 9,349.00 10,832.00 9,944.00 9,948.00 3.2%

Source: Strategis, Industry Canada




Market Access Issues

Saskatchewan, as a highly trade dependent province
with an increasingly diversified economy, seeks
greater and more secure market access for a full
range of export products, including agricultural
and resource commodities, processed agricultural
products and manufactured goods.

A successful outcome of the WTO agriculture
negotiations is important to the future economic
viability of Saskatchewan agricultural exporters.
We need to see movement by our large international
competitors, such as the United States and the
European Union, in terms of significant reductions
in the levels of support provided to their domestic
agricultural producers, to ensure that the province’s
highly efficient producers can compete with them
on level ground. In terms of the WTO negotiations
on services, Saskatchewan is working with com-
mercial services providers to identify specific market
access barriers that could be addressed in these
negotiations.

Given the importance of maintaining access to

the United States as an export market, bilateral
Canada-U.S. trade issues are often of concern to
Saskatchewan. Issues that need to be addressed
include ongoing challenges by the United States
affecting key agricultural and agri-food products of
export interest, including wheat and cattle. Current
or proposed actions, including legislative measures
by certain U.S. border states such as North Dakota
and Montana, continue to have the potential to
severely disrupt bilateral Canada-U.S. trade. Effective
management of trade relations with the United
States is required at both the national and provincial-
state level to ensure the orderly two-way trade of
goods and services between Canada and the United
States and to minimize the potential for disputes.

MANITOBA

Overview

Manitoba has the most diversified economy of the
Prairie provinces. This diversification, including

an increased focus on value-added production, has
mitigated the impact on the provincial economy of
fluctuations in commodity prices and demand for
imports in foreign markets. Steady performances
across several sectors including manufacturing,

information technology and telecommunications
services, fashion and apparel, transportation, health
care products and services and aerospace helped
the province record gross domestic product growth
of 3.0 percent in 1999, despite poor results in many
primary industries.

With significant production in over 15 distinct
industries, the manufacturing sector is a major
contributor to Manitoba’s economy (See Table 6).
Manufacturing employment has experienced strong
and steady growth over the past decade and the
value of manufacturing shipments has increased
67.5 percent since 1991. Manitoba is North
America’s largest manufacturer of buses, producing
both intercity and urban buses, and is home to
Canada’s largest furniture manufacturer. Manitoba’s
aerospace sector is the third largest in Canada, with
about 5,000 employees and over $1 billion in sales
in 1999, much of it exported. Over 100 apparel
firms contribute to making Manitoba Canada’s
third-largest apparel manufacturing centre. Food
and beverage industries, with strong linkages to
Manitoba’s agriculture sector, shipped $2.5 billion
of products last year to countries around the world.

Manitoba also has a strong financial services sector,
which includes: Canada’s largest insurance company,
Great-West Life Assurance Co.; Canada’s largest
mutual fund company, Investors Group; and, one
the fastest growing wealth management companies
in Canada, Assante Corporation. It also has a signifi-
cant presence in multimedia, including Can-West
Global Communications.

Plans to further diversify the economy through
the continued development of its biotechnology,
nutraceutical and information technology and
telecommunications (ICT) sectors is a provincial
priority. From four companies in 1984, Manitoba’s
health care goods sector has grown to encompass
over 110 firms, generating combined revenues of
$330 million and employing 2,560 people with
expertise in areas such as biotechnology, medical
research and medical/assistive device production.
The province is also now home to 80 call centres,
and there is a shift of call centre operations to
Manitoba from other parts of Canada and the
United States to take advantage of its strategic
advantages, which include its central time zone,
competitive telecommunication rates and supply
of bilingual and multilingual labour.
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Table 6 Manufacturmg Shipments, Manitoba: 1996 to 1999 ($mllhons)

1,211,169

1,369,568 1,728,384

Transportatlon Eqmpmem 1,762,747
Iextile Products. St L o 54,126 - 76507 . . 75858 . 80,176
Wood 388,150 434,499 476,897 498,451
Plastics ~ oo oo ST 282014 - 292,002 282,229 321,399 4
Furniture and letures 295,970 319,145 352,440 361,359
iMachinery -+ oo b s 1 ]70,665. o 1,379,527 . -1,231,955 . v 850,002 1
Fabricated Metal Products 504,957 556,165 626,704 592,770

Food - e iroin ] 897642 o 2,162,192 2,287,651 .o 2,397,580 - - 3
Non-Metallic Metals 162,962 157,108 175,166 192,829
iChemical Products _ 406,567 oo 427670 o 457,434 505,063 s
Unpublished Industries 132,687 139,727 128,616 124,324
{Paper and Allied Products 396479 - 364,685 . . 396,053 391,385 &
Pnntmg and Publlshmg 568,238 632,850 674,891 697,231
Clothmg 325,509 327,184 409,908 400,133 i
Misc. Manufactunng 117,630 124,462 139,192 137,697
{Primary Metals . 536,379 - 622,461 616,199 - 549561~ - ]
Beverages 159,559 202,366 187,758 204,943
‘Electrical and Electronic - 360,772 410,881 365,878 291,305 1
Total All Industries 8,971,475 9,998,999 10,613,213 10,358,955
Source: Statistics Canada

International Trade processed food products (by value). Processed and

Manitoba experienced significant growth in exports
during the nineties. Exports have increased from
approximately $3 billion in 1991 to just over $8 billion
in 1999, with much of this growth attributable to an
expansion of value-added exports.

The composition of Manitoba’s exports reflects the
diversity of its economy. Manitoba’s leading exports
include aircraft parts, wheat, canola seeds/oil,
electrical energy, minerals, buses/public transport
passenger vehicles, processed potatoes, lumber

and newsprint.

The United States continues to be the most impor-
tant market for Manitoba exports. Of total exports
of $8.1 billion in 1999, 81.4 percent went to the
United States. After the United States, Manitoba’s
leading export markets include Japan, China and
Hong Kong, Mexico and the European Union.
Manitoba also aspires to improve trade with Chile,
Argentina, Brazil and parts of the Central America
and the Caribbean.

Manitoba’s total exports of manufactures, energy
and minerals to the United States exceeded its total
exports of agricultural goods in 1999, although its
exports were led by agri-food exports. Manitoba’s
agri-food exports to the United States in 1999 were
$1.2 billion, including a record high for exports of

semi-processed exports represented 81 percent of
Manitoba’s agri-food exports to the United States in
1999. Overall, the United States accounted for more
than one-half of all Manitoba’s agri-food exports
(by value).

Manitoba’s agriculture and agri-food sector is chang-
ing, however, and is rapidly becoming more diversified
with more value-added processing. For example,
Manitoba is fast becoming the leading producer of
potatoes in Canada. When completed, J.R. Simplot
Company’s new $120 million processing plant in
Portage la Prairie (announced on December 12, 2000)
will result in Manitoba potato acreage expanding to an
estimated 95 to 100 thousand acres. The bulk of this
production is intended for export, particularly the
North American market as well as Asia. It is also
expected that there will be sufficient by-product

to support 25,000 head beef feedlot.

Manitoba’s pork industry continues to show steady
growth as demand for pork products in Asia increases
steadily. While Manitoba is the third largest pig pro-
ducer in the country (production in 2001 is forecast
to be 5.6 million pigs), it is the second largest pork
exporter. Between 1994 and 1999, pork exports have
increased in value from $79 million to $214 million.
China is becoming an increasingly significant market
for pork by-products.




Manitoba ranks as the bean capital of Canada, with
over 235 thousand acres seeded in 2000. Added to
this is a further 155 thousand acres of field peas and
35 thousand acres of lentils. The province’s strong
commitment to pulse production is built on an
aggressive export market development initiative.

The contribution of value-added food products to
Manitoba agri-food export figures is expected to
continue to increase. The provincial nutraceutical
and functional food industry, for example, con-
tinues to explore new and innovative high value
business and market opportunities for provincially-
produced crops. Manitoba’s biotechnology sector
continues to gain momentum as agriculture
responds to environmental issues and market-
driven food safety issues.

Mining, which is Manitoba’s second largest primary
resource industry, accounts for about 15 percent of
the province’s annual exports and represents 3.8 per-
cent of the province’s gross domestic product. The
mining industry directly employs approximately
4,500 people, most of whom reside in the northern
regions of the province; the average income of work-
ers is about $60,000. The principle minerals and
metals produced in Manitoba are nickel, copper,
zing, gold, tantalum and cesium.

Market Access Issues

Not surprisingly, given the significance and diversity
of Manitoba’s trade with the United States and the
importance of maintaining access to the U.S. mar-
ket, Manitoba’s market access concerns typically
relate to bilateral Canada-U.S. trade issues. These
include: international trade disputes affecting the
Canada-U.S. border, such as the entry-exit control
mechanism considered by U.S. Immigration under
U.S. Section 110 of the U.S. Illegal Immigration
Reform and Immigrant Responsibility Act; the U.S.
Buy American content requirements under various
American programs which restrict Manitoba
exports of buses and steel-related products; the
imposition by the United States of restrictions on
trade in key agricultural and agri-food products,
such as sugar, wheat, hogs, R-Calf petition on cattle;
and actions taken by U.S. states as a method of
protest, such as South Dakota’s border blockade
of Canadian truck traffic.

In particular, Manitoba has concerns that U.S. state
initiatives such as North Dakota’s Bill 1276 and

Bill 1287, and the North Dakota Wheat Commission’s
Section 301 petition against the Canadian Wheat
Board do not negatively affect market access for
Manitoba agri-food exports.

Manitoba’s agriculture and agri-food sector requires
market access reflecting the diversity and value-added
aspects of agriculture in Manitoba.

SUCCESS STORIES

Alberta’s Success Stories

Calgary’s Global Thermoelectric Inc. was a Canada
Export Award Winner for 1998. It is the world’s
leading supplier of thermoelectric generators for
remote power applications, accounting for more
than 95 percent of thermoelectric generators sold
world-wide. In 1999, Global had sales of more than
$27 million, a substantial increase from $13 million
in 1998. The company employs approximately
5,500 people, primarily in Canada, the United States
and South America.

SMART Technologies, a Calgary-based company,
and the recipient of a Canada Export Award in 2000.
By developing products that enhance shared spaces,
the company is transforming the way organizations
and companies meet, teach, train and present
information. With the creation of interactive white-
boards, mobile multimedia cabinets and optical
whiteboard capture systems, SMART has become
an industry leader with its Roomware™ products,
serving educational institutions and corporations
around the globe. The company began in 1987
with a staff of two and is now employing more than
280 people in Canada and the United States with
further rapid growth anticipated in the coming
years. Universities across Canada have supplied
SMART with a pool of talented staff for functions
such as engineering, design, software development
and marketing. SMART operates in more than

47 countries, with 94 percent of its sales derived
from exports. Between 1996 and 1999, SMART’s
export sales were up by 326 percent.

Cipher Systems has been selected as Alberta’s
fastest growing company in 1999 by Alberta Venture
Magazine (January/February 2000 edition). Cipher’s
products and related services cover such areas as
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enterprise resource planning, customer relationship
management, electronic commerce and Year 2000
readiness. The privately owned company reported
revenues of $7 million in fiscal 1999 (ended July 31,
1999), up from $4.8 million in 1998. Cipher
employs 55 people.

Mecca Media Group (MMG), an Edmonton-based
3-D simulations company founded in 1996. Mecca
was recently named by Alberta Venture Magazine
(January/February 2000 edition), the third fastest
growing company in Alberta. The company is
dedicated to the production of quality interactive
multimedia training materials through use of inno-
vative and progressive design tools and technology.
Mecca has quietly expanded from two founders to
more than 50 employees, capturing a projected

$5 million in sales for 1999-2000 and clients like
Bombardier Aerospace and NATO Flying Training
Canada, a National Defence initiative.

Fortius Natural Nutrition, a Calgary-based busi-
ness, manufactures and distributes nutraceuticals
and dietary supplements for both human and ani-
mal consumption. The company, which first hit the
market with only two products, had 32 available by
the fall of 1999. In 1998, Fortius Natural Nutrition’s
sales hit $921,208, a 396 percent increase over the
previous year which earned its founders the Young
Entrepreneur Award for Alberta.

Saskatchewan’s Success Stories

Schulte Industries Ltd. is a manufacturer of a
diverse line of equipment for the agricultural,
industrial and commercial sectors, and was a Canada
Export Award Winner for 1999. Based in Englefeld,
Saskatchewan, the company has been manufacturing
equipment since 1942 and exporting since 1967.
Schulte exports 65 percent of its total sales, up from
about 50 percent seven years ago. The United States
is by far Schulte’s largest export market, but it also
has significant sales to Australia, Iceland, Costa Rica,
Jamaica, Germany, Sweden, Norway, France, Italy
and Argentina. The company employs 100 people,
up from 70 seven years ago.

Massload Technologies, a Saskatoon-based
company, manufactures a full line of industry-
standard, legal-for-trade loadcells — weight-sensing
component in electronic scales — for industrial
and agricultural applications. In fact, an estimated
60 to 70 percent of all truck scales in Canada use

INTRODUCTION

Massload loadcells. During the Team Canada 1998
trade mission, Massload Technologies signed a
$200,000 contract in Mexico which was worth about
$1 million in revenue — for 1999 alone. With an
established dealer network throughout Canada and
worldwide, the company employs close to 50 people.

Hitachi Canadian Industries Ltd. recently held the
grand opening of its new 75,000 square foot build-
ing. The building will be the final assembly site for
the company’s H25 gas turbines, six of which will
be delivered to SaskPower in 2001 as part of a mod-
ernization of the Queen Elizabeth Power Plant. The
assembling of the 60-tonne turbines will create approx-
imately 20-person years of employment. Hitachi
has hired 65 people since April 1999, bringing its
workforce up to 260.

Legault Manufacturing of Swift Current is actively
exploring new and unique markets for its Peacock
Foam. The foam, made from biodegradable animal
fat, comes pre-mixed in a pressurized tank and is
used mainly by farmers to help prevent skips and
overlaps when they work their fields. Between one
and two percent is sold as fake snow for movies,
and is shipped to Los Angeles by a Calgary special
effects company. When Drew Barrymore was in
Saskatchewan filming Spare Parts, Legault was called
in to make snow banks for the Indian Head Tree
Farm. The company currently sells through more
than 300 stores in Canada and 31 representatives as
well as a U.S. company in the mid-western States.
Legault Manufacturing was recently nominated for
business of the year in Swift Current.

Ecklund Drive Thru Gates of Broadview started
with a simple invention to make farming and ranch-
ing just a little bit easier. Although many types of
drive-through gates were already on the market,
Gary Ecklund invented a system that was portable,
gentle on the front and sides of farm vehicles and
capable of keeping animals at a safe distance. He has
even picked up a few key phrases in other languages
to allow for conversation with buyers as far away as
Japan, Sweden, Australia, Chile, Argentina, Uruguay
and many parts of the United States. This interna-
tional exposure has helped expand the company’s
market. The company is now focussing on North
American trade shows that have proved to be the
most effective venue for sales. The World Dairy
Expo in Madison, Wisconsin has been a particularly
successful trade show for his product.




Manitoba’s Success Stories

Winnipeg-based Dominion Veterinary Laboratories
was a Canada Export Award Winner for 1999. The
company is Western Canada’s largest manufacturer
and distributor of veterinary pharmaceuticals and
instruments. Exports accounted for more than

60 percent of Dominion’s pharmaceutical sales in
1998-1999. Of the exports, $3.5 million went to
the United States and $400 000 to the Middle East.
Exports have grown very rapidly recently, from
only $25,000 in 1994-1995 (all to the Middle East)
to the current level of about $4 million. The
company has 30 employees on staff.

Standard Aero, a Winnipeg-based company,

was a Canada Export Award Winner for 1998.

The company is one of the largest independent gas
turbine engine repair and overhaul companies in
the world. With locations throughout Canada, the
United States, Mexico, Europe and the Pacific Rim,
and with customers in over 80 nations worldwide,
Standard has grown into a formidable presence

in the international gas turbine engine industry.
Since 1993, Standard Aero’s sales increased nearly
300 percent to $327 million in 1997, with exports
accounting for 80 percent. The company had sales
close to $400 million in 1998 with its workforce
more than doubling to over 1,500 employees.

The Arctic Group, a company based in Winnipeg, is
No. 18 on Canada’s Hottest Startups list of PROFIT,
The Magazine for Canadian Entrepreneurs, with
1,289 percent growth over two years, from $5.3 million
in 1997 to $74.2 million in 1999. The Arctic Group
manufactures and distributes ice to retail, industrial
and commercial customers, and produces about
2,700 tonnes of ice per day. Founded in March 1996,
the Arctic Group went public in April, 1997. Since
then, it has completed 37 acquisitions throughout
Canada and the United States. The company went
from 40 employees in 1997 to 400 in 1999.

Cangene Corporation, a Winnipeg-based
biotechnology company, is a world leader in the
development, manufacture, and distribution of
specialty hyperimmune plasma and biotechnology
products for international markets. In 1998 and again
in 1999, the company has been named to Deloitte &
Touche’s prestigious Canadian Technology Fast 50
Program, a ranking of the 50 fastest growing technol-
ogy companies in Canada. Cangene Corporation
reached 668 percent revenue growth over the last

five years. Total sales for the quarter ending April 30,
2000 were of $11.7 million, up $1.5 million or 14 per-
cent over last year’s third quarter. The company has
300 employees on staff.

CanTalk Canada Inc., a Winnipeg-based company
that is fifth on Canada’s Hottest Startups list of
PROFIT, The Magazine for Canadian Entrepreneurs,
offers rapid, on-demand, over-the-phone language
interpretation and fax translation: “value-add” services,
to help customers open up new global markets,
break down communications and cultural barriers
and improve customer relations. Today, CanTalk’s
150 employees manage more than 300,000 calls a
month, offering services in 93 languages to 160 coun-
tries (translation of some 45 languages is available
24 hours a day, seven days a week). Its 1999 sales
revenues soared to $3.1 million, up 4,735 percent
from 1997.

MARKET ACCESS AND INTERNATIONAL
BUSINESS DEVELOPMENT

Capitalizing on improved market access is a vital
element of the federal government’s jobs and growth
strategy. The federal government, in partnership
with other levels of government and the private
sector, has put in place integrated trade and invest-
ment promotion programs and services to ensure
that Canadian companies can take full advantage of
international business opportunities created by the
various bilateral and multilateral market opening
initiatives.

At the core of this partnership is Team Canada Inc,
a “virtual” trade network of 23 federal departments
and agencies, whose international business devel-
opment programs and services are accessible to
Canadian companies through a single window

via: the Web site http://www.exportsource.ca or by
calling at 1-888-811-1119 or in person through

the regional offices of the 23 member departments
and agencies throughout the country.

Team Canada Inc has been strengthened through
closer integration of the international business
development programs and services of its 23 member
departments and agencies. Regional Trade Networks
have been established in every province. These com-
prise representatives from the federal and provincial
governments as well as local public and private
sector institutions involved in international business
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. munities in collaborative Team Canada efforts to
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development. Their role is to ensure that Team
Canada Inc programs and services are tailored

to the specific needs of the exporter community
across Canada and that its resources are targeted
to the priorities of the regions. Team Canada Inc’s
strategy and initiatives aimed at increasing the
number of Canadian exporters and supporting
their efforts in foreign markets are presented in

a three-year business plan.

The members of Team Canada Inc are:

Agrlculture and Agr Food Carrada 2 e
' LA E
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5

Corporatlon

One of Team Canada Inc’s key objectives is to
increase Canada’s export base, with particular
emphasis on categories of business that have been Cana Mortgag ~
under-rePreselrted in interrlational markets.. Small Cana d‘“’ﬁ conomi céD
and medium-sized enterprises (SMEs), particularly
those owned by Aboriginals, women and youth, o
are encouraged to take advantage of government Environment Canada &
programs and initiatives. On recent Team Canada
missions led by the Prime Minister, 70-80 percent of
participants were SMEs. The proportion of women
participating in the 1999 Team Canada mission to
Japan was 19 percent, while young entrepreneurs
accounted for over 11 percent and Aboriginal
business people 2 percent — the highest participation
ever recorded for these groups.

evelopment for Quebec

Region Agency

Export Develof:;r{en{ Corporation

Frshenes and Oceans

In order to further our aims for attracting foreign
direct investment, responsibility for investment pro- Industry Canada
motion has been consolidated under a strengthened National Farm Products Council
Investment Partnership Canada (IPC). IPC is a joint
venture among federal departments to help support
the 1996 federal investment strategy to: Natural Resources Canada

National Research Councﬂ

m target multinational enterprises in priority , Pubhc Works and Government Servrces Canada

sectors in key global markets;
o Statrstlcs Canada

m enhance the marketing of Canada’s =
Transport Canada

“brand image”;

Western Economlc Diversification

m systematically address investor concerns
about Canada’s business climate; and

m forge a new partnership among Team
Canada players.

As well, the Program for Export Market
Development (PEMD)-Investment, a $5 million
annual fund to facilitate the participation of com-

attract and retain foreign direct investment is now
in its second full year of operation. The program
has provided support to more than 240 projects.




Both the Export Development Corporation

(EDC) and the Canadian Commercial Corporation
(CCCQ) are re-aligning their programs and services
to meet the export financing needs of small and
medium-sized companies. Almost 90 percent

of the Export Development Corporation clients are
small and medium-sized companies. This commu-
nity will remain a priority for Export Development
Corporation’s attention as it strives to increase its
customer base. A 10 percent growth rate in total
SME clients served is expected for 2001. Export
Development Corporation’s two other priorities are:
diversifying exporters into higher risk developing
markets; and building partnerships with other
financial intermediaries in Canada to increase
Canada’s overall export support capacity.

Almost 80 percent of Canadian Commercial
Corporation clients are small and medium-sized
enterprises. These companies report that Canadian
Commercial Corporation support is instrumental
in overcoming the financial, process and credibility
constraints they face when trying to break into
new markets.

The Department of Foreign Affairs and International
Trade (DFAIT) continues to rebuild its human
resources abroad to better serve the needs of an ever
increasing clientele with more diverse and complex
requirements for market intelligence and facilitation
services. Twelve new Trade Commissioner positions
were created at diplomatic missions abroad last year
to enhance our capability to promote exports and
attract investment and new technologies and to help
Canadian suppliers and investors get the most out
of market access openings.

The Trade Commissioner Service’s New Approach
to Serving Canadian Business Abroad aims at
creating a more results-driven, client-focussed orga-
nization. The new approach is now standard client
service policy, designed to better manage and focus
the workload of trade officers abroad. The aim is to
achieve more effective service and increased client
outcomes and satisfaction. Extensive consultations
with a large cross-section of business and partner-
clients in the public sector, including two client
surveys in 1999-2000, have been conducted with a
view to examining the overall performance of the
Trade Commissioner Service from the perspective
of clients and find out what improvements are
required to better respond to their needs.

In 2000, clients have expressed a relatively high

78 percent rate of overall satisfaction with the per-
formance of the Trade Commissioner Service while
underlining areas for improvement. These include
the need to reduce service inconsistency between
posts and to increase business acumen among front
line employees of the Department’s posts abroad.
Continued refinements of the New Approach will
emphasize optimization of our human resources
and electronic tools abroad and will focus on train-
ing and skills development for our resources abroad
commensurate with our clients’ expectations. As
well, an effective electronic delivery system of our
services will be introduced.

In response to priority needs identified by clients
themselves, the Trade Commissioner Service now
delivers six core services from over 130 posts abroad:
market prospects; key contacts search; visit informa-
tion; face-to-face briefing; local company information;
and troubleshooting. In addition, posts also now
partner with Canadian organizers under terms of
the best practice Trade Commissioner Service
Business Mission Agreement with a view to making
trade missions into target markets more effective.
Non-core services such as foreign language transla-
tion and business events management are now
referred to third parties identified by posts in the
target market to assist clients for a fee. More infor-
mation on these and other services can be found at
www.infoexport.gc.ca To reinforce its accountability
to taxpayers, the Trade Commissioner Service also
welcomes feedback, comments or suggestions from
clients. These can be communicated by calling the
following toll free dedicated feedback: 1-888-306-9991.
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WEFE'D LIKE TO HEAR FROM CANADIANS
DOING BUSINESS ABROAD

The Department of Foreign Affairs and International
Trade consults Canadians on market access issues and

international business development through a variety !

of means. For instance, the Trade Commissioner
Service has regular meetings with national, regional
and sectoral industry and trade associations, as well
as with provinces, to seek their views on and improve
the delivery of its programs and services. Moreover,
several trade promotional initiatives of the depart-
ment are undertaken jointly with industry and

trade associations.

In view of the government’s strong commitment

to ensure that all Canadians continue to have input
into Canada’s overall trade agenda, the Department
of Foreign Affairs and International Trade has estab-
lished broad-based consultations with all interested
Canadians to identify Canada’s trade policy objectives.
The Sectoral Advisory Groups on International
Trade (SAGIT) are one of the mechanisms the
Government of Canada has to receive trade policy
input. Canadians are encouraged to use the
Department of Foreign Affairs and International
Trade “Trade Negotiations and Agreements” Web
site (www.dfait-maeci.gc.ca/tna-nac/) on which
updated information on Canada’s trade policy
agenda is posted and input is sought.

INTRODUCTION

We particularly welcome direct input from Canadian
exporters and investors describing barriers they
have encountered in foreign markets. Individual
companies, industry associations and other interest-
ed organizations are encouraged to contact the
Department of Foreign Affairs and International
Trade with specific information on tariff or non-
tariff barriers and other business irritants. Business
people are invited to report any problems they

are experiencing by communicating in strictest
confidence to:

“Foreign Trade and Investment Barriers Alert”

Department of Foreign Affairs and
International Trade

125 Sussex Drive

Ottawa, Ontario K1A OG2

Fax: (613) 992-6002

Business people are also encouraged to remain in
touch with the Department of Foreign Affairs and
International Trade on market access and other
issues through its Web sites at www.dfait-maeci.gc.ca/
trade/menu-e.asp or www.exportsource.ca These sites
contain additional information on many of the
issues covered in this document.




www.dfait-maeci.gc.ca/tna-nac

s a medium-sized, trade dependent econo-

my, Canada’s current and future prosperity

depends on open world markets, a stable
trading environment, and a means to settle trade
disputes based on rules rather than political or
economic might. Canada’s membership in the
World Trade Organization (WTQ) helps us to
achieve these objectives. The 141 member countries
of the WTO oversee the administration and func-
tioning of multilateral trade agreements and help
to maintain the rules governing world trade. The
WTO remains the cornerstone of Canadian trade
policy and the foundation for Canada’s relations
with its trading partners and for Canada’s bilateral
and regional agreements and initiatives.

Canada is also active in other multilateral forums
that influence and guide the international trade pol-
icy agenda. We participate actively in the meetings
of the G-7/G-8 major economies; the Quadrilateral
(United States, European Union, Japan and Canada)
Trade Ministers; the Organization for Economic
Cooperation and Development (OECD); the Free
Trade Area of the Americas (FTAA) negotiations;
the Asia-Pacific Economic Cooperation (APEC)
forum; and United Nations (UN) economic
institutions and agencies. Qur participation in

these bodies and in informal trade ministerial
meetings helps us to shape consensus on trade
issues of importance to Canada.

In Canada, the government maintains an extensive
program of outreach and consultations with the
provinces and territories, the business sector,
non-governmental organizations (NGOs), other
interest groups, and the public. The government also
maintains a Web site (www.dfait-maeci.gc.ca/tna-nac)
that provides information on trade policy issues and
invites public comments on negotiating priorities
and objectives. :

Looking Ahead

The launch of expanded balanced and sufficiently
broad-based trade negotiations at the World Trade
Organization (WTO) is key to ensuring a healthy,
open and forward-looking global trading system
that meets the needs of all. While many countries,
including Canada, have called for new trade talks
to begin by the end of 2001, agreement has not yet
been reached on either the timing for a launch or
the scope of a future negotiating agenda.




Over the coming year, Canada will continue its
efforts to build confidence in the world trading
system and to establish consensus on expanded
negotiations by:

m advancing the WTO Director General’s Four-
Point Confidence Building Package to ensure that
the benefits of trade agreements reach developing
and least developed countries; and strengthening
our dialogue with leading developed and devel-
oping nations on next steps;

m continuing work on the current negotiations in
agriculture and services and, building on progress
in these sectors, helping to forge consensus
among WTO Members on expanding negotia-
tions to include new areas. For some new areas,
work programs may be required to help build a
better understanding of complex issues before
Members decide whether to negotiate in
these sectors.

®m promoting increased coherence in international
trade and sustainable development policies,
including through improved co-ordination
between the World Trade Organization and the
World Bank, International Monetary Fund, the
International Labour Organization, the United
Nations Environmental Programme, the UN
Development Programme and various other
multilateral and regional institutions; and

®m demonstrating, across a range of international
and regional forums (including the UN, OECD,
APEC, Summit of the Americas process, and
others), the benefits of liberalized trade in the
context of good economic governance as a key
element of sustainable development.

In addition to pursuing these objectives in the
World Trade Organization and elsewhere, Canada
is committed to a strategy of targeted regional

and bilateral free trade agreements that are comple-
mentary to the multilateral trading system. Such
strategic agreements can both contribute to the
development of common rules and standards to
govern international trade and build momentum
and capacity for trade liberalization at a global level.
As more and more countries are now beginning

to pursue such regional and bilateral arrangements,
it is incumbent upon all parties to ensure that these
agreements are fully supportive and consistent with
WTO principles.

\

RULES RIGHT:
ORGANIZATION

Information Technology Agreement

The WTO Information Technology Agreement (ITA),
signed in December 1996, required participants

to eliminate customs duties and other duties and
charges on a wide range of information technology
(IT) products by 2000. Canada and 54 other coun-
tries — which together produce over 93 percent

of world trade in this sector — have joined the
Information Technology Agreement. During 2000,
Cyprus, Jordan, Oman and Slovenia became signato-
ries to the Agreement, and it is expected that some
additional WTO Members will join in 2001. As

a matter of course, we are asking that countries
acceding to the World Trade Organization join

the Information Technology Agreement.

The Agreement mandates further efforts to expand
the product coverage, a process known as “ITA II".
In that context, a list of possible additional prod-
ucts, based on Members’ proposals, has been under
discussion, but no agreement has been reached on
its adoption. The draft list covers a wide range of
products, including, for example: machinery and
equipment for manufacturing printed circuit
boards; selected radar and navigational aid
equipment; and certain inputs for information
technology manufacturing. Canada has actively
supported this initiative and will continue to
support efforts to reach a consensus on expanding
the product coverage.

The Information Technology Agreement also pro-
vides for the examination of non-tariff measures
(NTMs). The ITA Committee agreed in November
2000 to adopt a formal work program to identify
and examine NTMs having “undue trade-distorting
effects”, and to aim for some conclusions to be
drawn from this work by November 2001. In this
connection, Canada will continue to promote the
examination of import licensing policies and proce-
dures, and other ITA Members have indicated that
they will also want to discuss other issues such as
standards and conformity assessment.

Agriculture

Global annual trade for agricultural products is
in the order of US$500 billion. Canada strives to




ensure that market access and subsidy commitments
negotiated during the Uruguay Round are fully
implemented through our participation in the
monitoring process of the WTO’s Committee on
Agriculture. This process will continue throughout
2001. Canada’s objective is to strengthen the rules-
based multilateral trading system for agriculture
and to secure binding commitments to reduce
support and protection, in order to realize a fair
and market oriented agricultural trading system.
Common rules that apply to all countries are
important to enhance Canada’s access to world
markets, not only for bulk agricultural commaodities,
which accounts for 27 percent of our agri-food
exports, but also for the consumer-oriented and
intermediate products that now contribute, respec-
tively, 50 percent and 23 percent of our agri-food
exports. Commitments to reduce support and pro-
tection will ensure a more level playing field so that
Canadian producers can compete on their compara-
tive advantage, not against foreign treasuries.

The Uruguay Round Agreement on Agriculture
provided a mandate for WTO Members to start new
agricultural negotiations in 2000. The negotiations
are taking place in special sessions of the WTO
Committee on Agriculture, whose Members have
agreed on a work program for the first phase of
the negotiations from March 2000 to March 2001.
To date, some 32 negotiating proposals or submis-
sions have been discussed during meetings in June,
September and November 2000 and February 2001,
prior to a stock-taking to conclude the first phase
of the negotiations in March 2001.

In the negotiations, Canada is pursuing the objec-
tives set out in the initial negotiating position
announced on August 19, 1999 by Minister Pettigrew
and Agriculture and Agri-Food Minister Lyle
Vanclief. Canada has submitted proposals on market
access and domestic support, and has joined the
Cairns Group in submitting proposals consistent
with its initial negotiating position on domestic
support, export competition and export restrictions
and taxes. In the agriculture negotiations, Canada
will be pursuing:

= the elimination of all export subsidies as quickly
as possible, and the development of rules to
ensure that export credits, certain types of food

aid or other forms of export assistance do not
circumvent export subsidy commitments;

m the maximum possible reduction, or elimination,
of trade-distorting domestic support, and an
overall cap on all forms of domestic support;

m real and substantial improvements in market
access for all agriculture and food products
through a variety of approaches; and

m new disciplines on export restrictions and taxes.

The key themes underlying Canada’s initial negotiat-
ing position are: to level the international playing
field; to maintain Canada’s ability to continue orderly
marketing systems such as supply management and
the Canadian Wheat Board; to secure greater market
access for value-added products, and to develop clear,
enforceable trade rules applying equally to all coun-
tries. The negotiating position was developed through
an extensive consultation process with the provinces,
the agri-food industry and civil society. As the
negotiations proceed, the government continues

this dialogue with Canadians.

Technical Barriers to Trade

Canada’s objective is to ensure that standards and
regulatory measures which exist in other WTO
Member economies relating to goods are put in
place to meet legitimate objectives and do not
unjustifiably discriminate against Canadian
products>. Such measures include mandatory
technical regulations, voluntary standards, and
conformity-assessment procedures that determine
whether a product meets the requirements of a
particular regulation or standard.
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* Legitimate objectives include human, plant, and animal life and health,
human safety, prevention of deceptive practices, national security
requirements, and the environment.
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The WTO Agreement on Technical Barriers to Trade
(TBT) defines the international rights and obliga-
tions of Members with respect to the development
and application of standards-related measures that
affect trade. The agreement is based on the principle
that countries have the right to adopt and apply
mandatory technical regulations (i.e. to regulate),

as long as these do not restrict international trade
more than is necessary to achieve a legitimate
objective. TBT-related measures are subject to

WTO rights and obligations including dispute
settlement provisions.

Canada promotes wide acceptance of and adherence
to the Technical Barriers to Trade Agreement,

and its Code of Good Practice which applies to
voluntary standards. Canada also participates in
the activities of a large number of international
standardizing bodies, including the International
Organization for Standardization (ISO). Canada
was among the first countries to develop the
necessary infrastructure for Canadian companies

to adopt ISO 14000 environmental management
system standards, thus facilitating our exports by
meeting the requirements of our foreign customers.

The issue of precaution in regulation and its
intersection with trade is becoming an increasingly
important issue in a large number of areas of
interest to Canada. Exercising a science-based
application of precaution is pervasive throughout
Canada’s regulatory regime, and is commonly
applied for protecting the health, social, economic,
and environmental interests of our citizens, as well
as our international reputation for safe high quality
- products and services. However, the terms “precau-
tionary approach™, or the “precautionary principle”
have emerged in recent years, which can take differ-
ent forms both domestically and internationally,
based on the specific context, and for this reason,

it has been open to misunderstanding and misuse.
It has already been invoked in an attempt to

justify trade-distorting measures, such as the beef
hormones dispute with the European Union, and in
ways that undermine a science-based approach to reg-
ulation. It is Canada’s position that the precautionary
approach should be based on an agreed understand-
ing, including science-based risk assessment, and

* The context for the precautionary approach/principle as a distinct
element of a science-based risk management framework is the existence
of both significant scientific uncertainty and the risk of serious or
irreversible harm.
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should not be susceptible to abuse or arbitrary
decision-making. Moreover, in Canada, legal advice
indicates that we do not consider the “precautionary
principle” to be a rule of customary international
law. Canada will work to ensure that there is a

clear and coherent Canadian understanding on

the definition and operation of the precautionary
approach/principle both at home and internation-
ally, and ensure that our rights related to interna-
tional trade, including those defined under the
auspices of the WTO Agreements, are respected

by our trading partners.

Under the WTO Technical Barriers to Trade
Agreement, Canada will continue to press for the
removal of unnecessary or inappropriate regulatory,
standards and conformity assessment based trade
barriers, thus maintaining or enhancing market
access and lowering costs to producers and
exporters. We will also work to improve trans-
parency, promote regulatory reform and good
regulatory practice by WTO Members, align or
harmonize standards internationally and with trad-
ing partners, and, if appropriate, negotiate mutual
recognition agreements (MRAs) on conformity
assessment. On this point, Canada has developed

a policy approach to MRAs that assesses proposals
on a case by case basis and includes full consultation
with federal and provincial regulatory and trade
officials, and stakeholders including industry.

Canada is an active participant in the ongoing

work program of the WTO Committee on Technical
Barriers to Trade and was a full and active participant
in the second Technical Barriers to Trade Triennial
Review in 2000, which provided Canada with an
opportunity to work toward further implementation
of the agreement internationally. Canada’s participa-
tion facilitated further clarification, transparency,
and implementation of the various obligations and
rights stipulated in the Technical Barriers to Trade
Agreement, which will reduce technical barriers to
trade among Canada’s trading partners and will
facilitate the flow of Canadian goods to other coun-
tries. In addition, the Triennial Review also provided
Canada with an opportunity to enhance and strengthen
the multilateral discussions on specific issues of
importance to Canadian producers, exporters and
governments. As a result, Canada was able to encour-
age the international community to address and
strengthen their approach in areas such as defining of
international standards based on their process of
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development, labelling, good regulatory practice,
conformity assessment procedures, and technical
assistance to developing countries. Canada expects
that the discussion on these issues in the Technical
Barriers to Trade Committee (as well as other WTO
forums) over the next two years will result in a bet-
ter understanding of their impact on the trade in
goods and ultimately lead to principles and/or bet-
ter understanding related to these issues enhancing
Canadian exporters’ efficient and effective access to
markets overseas.

Sanitary and Phytosanitary Measures

The WTO Agreement on the Application of Sanitary
and Phytosanitary (SPS) Measures elaborates on
countries’ rights to apply measures necessary to
protect human, animal and plant life or health,
balanced with an obligation to base measures on
scientific evidence. Where such evidence is insuffi-
cient, measures can be adopted on an interim basis
until additional scientific information is obtained to
allow a more objective assessment of risk.

The SPS Agreement has been in force since 1995
and is working reasonably well. Canada’s position
has been that there is no need to enter into further
negotiations on the Agreement at this time, a posi-
tion which is shared by most WTO Members.

The Agreement establishes the Committee on
Sanitary and Phytosanitary responsible for the
operation and implementation of the Agreement.
The Committee generally meets three times a year,
Canada continues to be an active participant in the
Committee meetings.

Among its activities, the Committee has provided

a useful forum for addressing SPS-related issues
without resorting to formal dispute settlement
procedures. Indeed, since 1995, 75 bilateral issues
have been brought before and addressed by the
Committee. In the past year, Canada has raised its
concerns in the Committee regarding the European
Union’s proposed measures to treat wood packaging
material, and India’s ban on Canadian bovine semen
imports.

One of the most significant benefits of the
Agreement has been increased transparency with
respect to SPS measures. Through the notification
procedures in the Agreement, Members are now
more aware of measures that are being proposed by

other Members and have the opportunity to
comment at an early stage on the impact that the
proposed measure could have on trade. Canada has
provided comments on a number of a SPS notifica-
tions by other WTO Members, often with positive
results in avoiding trade problems.

Of note, after five years of negotiations, the SP$S
Committee this year adopted the guidelines to
further the practical implementation of Article 5.5.
of the Agreement. These guidelines are designed to
assist national regulatory officials to avoid arbitrary
or unjustifiable distinctions in the level of protection
from risks to life and health they determine to be
appropriate in different situations.

Over the past year, the SPS Committee has contin-
ued to focus its efforts on implementation concerns
of developing countries. In particular the Committee
addressed the provisions of the Agreement relating
to special and differential treatment and equivalence
with a view to making them more meaningful for
developing countries. The Committee has also
undertaken a review on how technical assistance

can be delivered in a more co-ordinated and mean-
ingful fashion. In these discussions, Canada has
indicated that well co-ordinated technical assistance
will provide the most meaningful results in assisting
developing countries to fully take advantage or their
rights, and comply with their obligations under the
SPS Agreement.

The Agreement has also had some success in attract-
ing attention to and promoting the development and
use of international standards.

Biotechnology and GM Labelling

Over the past year, several countries have opted

to respond to consumer concerns over the use of
genetically modified organisms {GMOs) in food by
implementing a mandatory labelling regime to indi-
cate the method of production. The use of labelling
to indicate health and safety concerns is a legitimate
objective, and Canada supports labelling to convey
this sort of important information to consumers.
However, Canada is concerned over the increased
use of the mandatory method of production
labelling when there is no health and safety reason.
The use of mandatory labelling to indicate the
process and production method (when it does not
pertain to the characteristics of a product) could be
used to discriminate against “like products” and
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could represent a technical barrier to trade. Non-
discrimination is a principle enshrined in both the
GATT and the WTO Agreements.

It is important to note that the issue of mandatory
method of production labelling is not limited to
foods derived from biotechnology. Mandatory
method of production labelling could have very
serious implications for other Canadian industries,
including manufacturing, mining, forestry and
fisheries. Canadian industry, consumers and pro-
ducers have recognized the need to provide more
information to consumers, as well. Through the
Canadian General Standards Board, these groups
are elaborating a voluntary standard which would
provide a framework for the voluntary labelling of
“foods obtained through or not obtained through
biotechnology”. Voluntary standards do not repre-
sent technical barriers to trade, in the same way that
regulations, which are compulsory, do. Canada has
been promoting this approach with our trading
partners, such as Japan, Korea, Brazil, Australia and
the European Union, and will continue to do so.
Along with this approach, Canada will continue to
ensure that labelling requirements are practical and
do not pose unnecessary obstacles to trade.

Trade Remedies

The pursuit of more specific disciplines as well as
improved transparency and clarity in the use of
trade remedy measures by its trading partners

are priorities for Canada. These objectives were

the basis of Canada’s support for new multilateral
negotiations in the area of anti-dumping and subsi-
dies/countervail. The importance of this objective
continues to be evident as non-traditional users of
trade remedies continue to initiate and conduct
investigations. Canada continues to monitor and
assist Canadian exporters involved in investigations
of Canadian exports, analyse changes in the trade
remedy laws and practices of Canada’s most impor-
tant trading partners, and make representations as
appropriate in specific investigations. Regarding the
latter, the Canadian government was active with
respect to a U.S. anti-dumping duty investigation
involving sodium sulphate from Canada, one U.S.
and two Chilean safeguard investigations involving
agricultural products, a U.S. Section 301 investigation
involving the Canadian Wheat Board and several
U.S. reviews of anti-dumping and countervailing
duty orders in place on imports from Canada.

Canada continues to contribute to the work of the
WTO Committees on Subsidies, Anti-Dumping
Practices, and Safeguards to ensure that all Members
administer their trade remedy laws in a WTO-
consistent manner. Canada continues to work in
the context of the WTO Agreement on Subsidies
and Countervailing Measures as well as the
Committee on Agriculture to ensure appropriate
implementation and possible expansion of the
subsidy disciplines negotiated in the Uruguay
Round. As well, Canada participates as a third
party in WTO dispute settlement proceedings
involving issues of importance to Canada. In this
context, Canada participated as a third party in
WTO proceedings regarding the U.S. Foreign

Sales Corporation, Japan’s challenge of a U.S. anti-
dumping duty determination on steel imports from
Japan, the U.S. safeguard action on wheat gluten
and the U.S. ‘Byrd Amendment.

Rules of Origin

The WTO Agreement on Rules of Origin established
a work program to develop common rules of origin
for several purposes involving non-preferential
trade. In the development of such rules, Canada’s
objective is threefold: to achieve common rules that
will provide greater transparency and certainty for
traders; to prevent countries from using rules of
origin to impair market access; and to have rules
that are technically proficient, reflecting the global
nature of production and sourcing of goods

and materials.

Although the work program was originally slated
for completion in July 1998, it has been extended
due to the technical complexities which have pre-
vented several countries from reaching agreement
on rules for all products. Under the 2000 work
program established by the Committee on Rules
of Origin, significant progress was made in key
areas, including advancing the overall architecture
of the harmonized rules of origin, dealing with
cross-sectoral issues, review of the numerous
outstanding issues on product-specific rules of all
chapters of the Harmonized Commodity Description
and Coding System (Harmonized System), upon
which the rules are based, and attempting to reach
consensus on these various issues.

In late December, the Committee established its
2001 work program, following the decision by the




WTO’s General Council to expedite the remaining
work on the harmonization of non-preferential
rules of origin, so as to complete it by the time of
the Fourth Ministerial Conference, or by the end
of 2001 at the latest.

Trade Facilitation

In 1996, Trade Ministers directed the Council on
Trade in Goods to undertake exploratory and ana-
lytical work, drawing on the work of other relevant
international organizations, on the simplification
of trade procedures in order to assess the scope for
WTO rules in this area. In pursuing this work, WTO
Members have compiled a comprehensive inventory
of the work accomplished or being undertaken on
trade facilitation in other international organiza-
tions, including non-governmental organizations
(NGOs). In addition to active participation in
various meetings, many Members, including
Canada, have contributed papers setting out

ideas or discussing their national experiences

in the area of trade facilitation.

Of particular relevance to the WTO’s work on trade
facilitation was the 1998 WTO trade symposium
held to help identify the main areas where traders
face obstacles when moving goods across borders.
Private-sector traders at the symposium made it
clear that the World Trade Organization should
play a key role in this area, both in terms of ensur-
ing the full implementation of existing obligations
that facilitate trade (e.g. the Customs Valuation and
expanding and developing rules aimed at simplify-
ing and harmonizing border-related procedures.
The objectives of such efforts were, and continue
to be, to create greater efficiencies and cost-savings
for both the trading public and governments and
to promote investment.

During 2000, the work on trade facilitation revolved
around three key themes: (a) presentation of nation-
al experiences by Members, (b) exploration and
analysis of trade facilitation principles and mea-
sures; and (c) development and capacity building
aspects of trade facilitation. The discussions revealed
many common elements between the principles

of trade facilitation and the core principles of the
World Trade Organization, and the importance of
technical assistance and capacity building for devel-
oping countries in this area. These three themes will

continue to serve in 2001 as the basis for the WTO’s

exploratory and analytical work on the possible
scope for WTO rules.

Canada strongly supports this initiative and, through
its active participation in the exploratory and ana-
lytical discussions held since 1998, has made some
specific and practical suggestions around which WTO
trade-facilitation provisions might be developed. As
set out in its 1998 paper, Canada’s suggestions reflect
the view that the World Trade Organization should
work to add value and fill gaps in existing initiatives in
other international organizations and should build on
existing WTO provisions related to trade facilitation.

In October 2000, Canada followed its earlier
suggestions on trade facilitation principles with a
comprehensive paper outlining our experience in the
area of trade facilitation, the principles we followed
and the lessons we learned in the process — most
importantly that trade facilitation is an investment,
now and into the future, A key Canadian objective

is to continue to put forward relevant ideas and
practical suggestions that will play a significant role
in moving toward a consensus on the benefits of
international rules on trade facilitation. The overar-
ching objective is to facilitate trade in a practical
manner that is meaningful to traders, i.e. to build on
existing WTO obligations to maximize transparency,
expedite the release of goods and reduce, simplify,
modernize and harmonize border-related require-
ments, procedures and formalities, accompanied by
an integrated, co-ordinated and interactive package
of technical assistance and capacity building for
developing countries. Canada continues to support
strongly the inclusion of trade facilitation in the
next round of WTO negotiations.

World trade in services in 1998 represented 19.5 per-
cent of the total world trade. Services production is a
core economic activity in virtually all countries and
has grown significantly in recent years. In 1997, the
services share in total value-added to gross domestic
product ranged from almost 40 percent in LDCs, to
more than 70 percent in highly developed countries
such as Canada.
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The Canadian services sector is extremely dynamic.
In fact, it exhibited stronger growth than the rest of -
the economy over the 1990s. In 1999, for example,
services represented two-thirds of total gross domes-
tic product, and our exports of services grew by

6 percent to $51.8 billion. In 1999, 10.7 million
Canadians were employed in services-sector jobs,
accounting for 74 percent of total employment. Over
the past two decades, most of the new jobs created in
Canada have been in the services sector. Out of the
4.5 million net gain in jobs since 1976, 4.2 million
were in services-producing industries. The services
sector is leading the transformation of the Canadian
economy into a knowledge-based economy.

Canada is the 12t largest exporter of services in
the world. Given the importance of services exports
to our economy, Canada has much to gain from
negotiating further liberalization and expansion of
international markets for services. The United States
is our most important trading partner for services,
as it is for goods. Our services exports are, however,
less dependent on the U.S. market than is the case
for our goods exports, and our fastest-growing
export markets are elsewhere. Commercial services
exports to Brazil, for example, grew by an average
of 150.5 percent between 1992 and 1998; to Chile
by 70.5 percent; and to China by 24.7 percent. The
growing importance of these markets reinforces

the need for benefits of a multilateral approach to
liberalization of trade in services.

One of the ways in which this liberalization can
be undertaken is via the current negotiations of
the WTO’s General Agreement on Trade in Services
(GATS). The GATS, which has been in effect since
the World Trade Organization entered into force
in 1995, represents the first multilateral, legally
enforceable framework of rules governing this
huge area of trade.

Ongoing GATS Negotiations

Canada needs to be able to rely on multilateral,
legally-enforceable rules on trade in services. These
rules improve market access abroad for Canadian
services and provide Canadian consumers with

a wider choice of quality services at competitive
prices. Like Canada’s other international treaties, the
General Agreement on Trade in Services (GATS) is
an instrument through which Canada exercises its
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sovereignty, and through which Canadian citizens
can influence and shape international affairs.

The GATS required that further negotiations on
services begin no later than January 2000. These
talks are taking place in special negotiating sessions
of the Council for Trade in Services, the first of
which occurred on February 25, 2000. To date, the
negotiations have been quite preliminary, focussing
on the modalities and on the mandate to examine
rules in the context of certain work programs.

Issues for consideration during the talks include
sectors of export interest to Canadian industry;
markets of interest to Canadian industry; current
or potential barriers faced by Canadian industry in
providing services to foreign markets or consumers;
improving access to countries that are key export
destinations for Canadian services, and providing
Canadians with access to quality services at a com-
petitive price. As a significant exporter of services,
Canada will pursue multilateral, legally-enforceable
rules that will allow increased access to foreign
markets for Canadian services firms. In addition,
Canada will work collectively with other WTO
Members to improve the agreement’s transparency
and clarity in order to make it more user-friendly.

Canada will push for greater market access for
services suppliers in sectors including professional,
business, financial, telecommunications, computer,
environmental and transportation services. At the
same time, however, there are certain domestic
services sectors in which our interest in undertaking
further liberalization may be limited. The Canadian
government intends to continue to uphold its clearly
defined and long-established objectives to safeguard
Canada’s freedom of action in key services sectors,
including health, education and culture.

The GATS negotiations raise complex issues, and
we are still at an early stage in discussions. In pre-
paration for the negotiations, WTO Members, and
Canada in particular, have embarked on an exercise
of consultation with stakeholders representing a
wide range of interests, in order to identify nego-
tiating interests and objectives. As negotiations
progress, the government will continue to consult
extensively with Canadian industry and other
stakeholders, and involve the provinces, to ensure
that Canada’s negotiation positions reflect the
interests of all Canadians.
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Financial Services

Many Canadian financial institutions (FI) have

a long history of being active internationally. As
intermediaries, they were “brought” abroad, often
by their Canadian clients that had significant export
and/or production facilities abroad. Moreover,
expanding internationally has enabled them to grow
in spite of the maturity of the Canadian financial
market. In fact, the foreign operations of Canadian
banks or of life insurance companies account for
over 40 percent of their earnings.

The WTO Agreement on Financial Services was
concluded in 1997 and was implemented in 1999.
Financial services issues are included in the current
round of GATS negotiations where our priority is to
seek broader and deeper market access commitments
from our trading partners. The market priorities for
Canadian financial institutions continue to be the
United States and South East Asia, and, to a lesser
extent, Latin America and Europe. Impediments

to market access and national treatment remain a
concern in South East Asia and Latin America and
will be a focus of our participation in the GATS
negotiations on financial services. In addition to
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the GATS negotiations, the completion of China’s
accession to the World Trade Organization is also
expected to provide new opportunities to Canadian
financial institutions.

Basic Telecommunications Services

In order to ensure that Canadian industry can
take full advantage of access to new markets
resulting from the 1998 GATS Agreement on
Basic Telecommunications (ABT), Canada is closely
monitoring implementation of this agreement

by its trading partners as this takes place over

the next decade. The Agreement on Basic
Telecommunications consists of specific com-
mitments, by participating countries, on market
access, national treatment and the application

of pro-competitive regulatory principles. Nearly
90 countries, accounting for over 90 percent of
world-wide telecommunication revenues, have
made such commitments. There is a good basis for
further liberalization of the telecommunications
services market in negotiations under the GATS,
and Canada is working toward this objective.

Professional Services

In recent years, Canadian professional services
providers (which include engineers, accountants,
architects, legal consultants and geologists) have
increasingly exported their expertise abroad.
Canadian engineering consulting firms ranked
fourth in total international billings after the
United States, the United Kingdom and the
Netherlands. Canadian law firms are well placed
to take advantage of business opportunities world-
wide, as Canada functions within the two main law
regimes (common law and civil law). Canadian
accountancy firms are increasingly moving to
develop international alliances in addition to the
national or interprovincial affiliations that some
have established. Our architectural firms have
undertaken projects in areas in which they are
recognized world experts (school buildings, air-
ports, Arctic design and construction technology

* and office complexes) and are particularly active
in the Asia-Pacific region.

Canadian professional services providers benefited
greatly from the commitments that Canada
obtained from other countries in the GATS. The
ongoing GATS negotiations provide an excellent
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vehicle to promote greater market access for

our professional services. Improved market access
could be achieved through securing improved com-
mitments from our WTO partners and through
strengthening the existing GATS disciplines to
ensure that measures such as qualification require-
ments and procedures, technical standards and
licensing requirements, are based on objective

and transparent criteria. To this end, the World
Trade Organization established a Working Party of
Domestic Regulations in April 1999, with a mandate
to develop any necessary disciplines for professional
services (and potentially other services), building on
the work done since 1995 by the Working Party on
Professional Services.

Another tool to enhance the potential for Canadian
exports of professional services is the facilitation
of Mutual Recognition Agreement negotiations
between Canadian and foreign professional bodies.
The government will continue to promote and
support the negotiation of such agreements.

Temporary Entry for Services Providers

Many Canadian services firms actively export their
services to foreign markets around the world. In
order for them to be able to continue and expand
their export activities, these businesses require the
additional certainty that results from the develop-
ment of international rules on trade in services,
especially with respect to the mobility of people.

Canada is party to several regional, bilateral and
multilateral trade agreements (the NAFTA, the
Canada-Chile Free Trade Agreement (CCFTA),

the GATS), and is currently negotiating various
bilateral/regional trade agreements that include
provisions on the movement of people. The labour
mobility provisions of these trade agreements
promote trade in goods and services by facilitating
the temporary cross-border movement of business
persons. Companies often need key personnel to
move to a foreign market on a temporary basis in
order to assist with the delivery of their services, or
simply to consult with clients, negotiate contracts,
etc. Both the bilateral agreements and the GATS
contain provisions that facilitate the movement of
short term business visitors, intra-company trans-
ferees, and certain professionals. In addition, the
NAFTA and the CCFTA facilitate the movement

of traders and investors.
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Under the trade agreements to which Canada is a
party, Canada has set aside the labour market test
for certain categories of workers. The positive
impact of facilitating entry of temporary workers
is thought to outweigh any negative impacts on the
labour market. Canadian services providers have
benefited greatly from the commitments obtained
from other countries in the last round of the GATS,
and there are opportunities for them to benefit
further from increased trade liberalization in the
current GATS negotiations.

Canada, as a trading nation, is interested in
developing open and more secure conditions for
international trade in services and in the GATS
negotiations will continue to pursue commitments
and rules to improve and secure access for Canadian
services providers.

Government Procurement -

To take advantage of the significant potential for
international trade represented by the hundreds of
billions of dollars spent annually on government
procurement worldwide, Canada has pursued market
access in the World Trade Organization. Increased
sectoral coverage and a reduction of discriminatory
barriers in the United States and other key markets
would create significant opportunities for Canadian
exporters. To increase opportunities, Canada sup-
ports a range of activities to broaden and strengthen
government-procurement disciplines and to ensure
effective implementation of existing disciplines.

Canada, along with 27 other countries, is party to
the WTO Agreement on Government Procurement,
which provides the basis for guaranteed access for
Canadian suppliers to the markets of the United
States, the European Union, Japan and other key
markets. Canada continues to pursue greater and
more secure market access through the Agreement
on Government Procurement. The review of the
Agreement on Government Procurement, with its
mandate to expand coverage, eliminate discriminatory
provisions and simplify the agreement remains a pri-
ority. Work is continuing with input from provinces
and other stakeholders to establish Canada’s priorities
for further market access.

Electronic Commerce

E-commerce is not a business “sector” in itself, but
rather, a means for conducting business across a
wide range of sectors and a means for capturing
remarkable new efficiencies in business processes.
As a consequence, the rapid growth in e-commerce
may well represent one of the most significant
developments in international trade ever witnessed