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Capstone Executive Summary 

 

International trade has proven to be a key driver of economic growth for many nations. In the 

past, Canada’s economy has seen significant growth by entering free trade agreements with other 

nations. Free trade agreements build connections between nations and allow them to develop 

mutually beneficial efficiencies. But while trade potentially carries economic benefits, policy 

makers need to exercise caution in creating imbalances amongst various industries. While some 

industries may benefit, others may lose from trade deals. 

This paper assesses the feasibility of the Comprehensive and Progressive Trans Pacific 

Partnership (CPTPP) agreement. It evaluates the ways in which this free trade policy impacts 

Canada and discusses the potential benefits for Canada’s economy. The analysis focuses on 19 

countries that are members of the trade pact as well as non-member countries that have expressed 

interest. These countries combined constitute more than 40% of the world’s gross domestic 

product (GDP). Moreover, this analysis specifically examines the impacts Japan, Taiwan, the 

United Kingdom and the United States of America will have on the Canadian economy if the 

CPTPP proceeds. These four countries are chosen because of their uniqueness and the distinct 

significant impacts they have on the Canadian economy. 

The literature review in this report outlines several experts’ opinions on Canada’s current trade 

policies and on the CPTPP. Additionally, the report analyzes economic theories concerning trade, 

weighs the cost-benefits for Canadian industries when the CPTPP becomes effective, and explores 

an econometric model using a gravity model that was developed to better understand multi-

national trade agreements such as the CPTPP. 

The goal of this paper is to analyze the Comprehensive and Progressive Trans Pacific 

Partnership and evaluate whether this treaty is beneficial for Canada. There are several trade-offs 

when engaging in trade with other countries and different risks may be incurred. Hopefully, the 

paper will help analyze the value of this trade pact and determine if this is the suitable agreement 

Canada needs to grow. 
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Introduction 

As a result of constantly changing global environments and the competitive nature of business, 

Canada must explore and collaborate with different markets to keep pace. Recent difficulties in 

trade negotiations, such as NAFTA reconsiderations, Canada-China Trade Pacts, Canada-India 

Trade Pacts and the decline in foreign investment, have prompted the need for Canada to survey 

other available opportunities. CPTPP, which draws together eleven economic powerhouses and 

potentially nine other nations, gives Canada the ability to expand to new markets and reduce trade 

barriers with existing partners. Diversifying Canada’s trading capacity will help Canada gain more 

global influence and strengthen its economy; however, entering into massive trade pacts also 

increases risk and may harm certain industries. This project assesses whether the CPTPP is the 

appropriate agreement to support Canada’s economic development and help to reduce Canada’s 

export deficit through diversification. 

 There are many analyses on previously enacted trade agreements and some have proven to 

be counter intuitive. Indeed, the free trade agreements have hurt Canada more than improve it in 

many cases; Balance is of the utmost importance in trades that occur between participating 

countries. As stated by the Fraser Institute, “Trade does create winners and losers” (Cross, 2016). 

The export and import factors must be balanced in order for all countries to benefit. Additionally, 

counter measures set by the respective governments compensate for the damages that may occur 

to certain industries due to trade efficiencies from other countries.  

 The uniqueness of the CPTPP is that it is not bilateral but rather a multilateral agreement. 

The CPTPP provides Canada with the opportunity to trade on a global platform where there are 

many regulatory policies agreed upon by all involved countries, and where the object of the trade 

pact is to have a balanced trade agreement from which all countries benefit. The highly negotiated 
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package allows Canada to access several markets at once without renegotiating individual trade 

pacts with each country. 

  The CPTPP involves several major countries that constitute 40% of the global economy. 

Several of these countries are Canada’s key trading partners, thus by joining the CTPP and 

collaborating with various partners, Canada enhances the current trade volumes between the 

countries, which act as an economic stimulus package. However, despite the need for economic 

boosts, it is important to understand that not all trade agreements will be beneficial to Canada.  

 

Background 

The CPTPP, Canada’s largest and most important free trade pact, second only to the North 

American Free Trade Agreement (NAFTA), is a critical chance for many countries around the 

world to interconnect several economies and optimize the use of global markets. This chance is 

especially important for Canada because there are several countries involved with which it has no 

free trade pacts. Such a gap in trade relationships results in high tariffs and economic walls that 

limit the amount of trade between countries, thereby restricting each country’s capability for 

growth. In the case of NAFTA, the Canadian economy grew significantly: “Between 2002 and 

2015, the volume of oil exports doubled, accounting for most of the 271% increase in the value of 

exports” (Cross, 2016). The CPTPP allows Canada to enter several markets around the world, all 

trading under agreed upon rules, which ensure all countries follow fair trading practices and share 

similar business values (Global Affairs Canada, 2016). Through a multilateral trade pact, such as 

the CPTPP, Canada could diversify its trading capacity and reignite its economy through increased 

market demands. 
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The two main free trade agreements currently in place that Canada has negotiated are the 

NAFTA and the World Trade Organization, both negotiated more than two decades ago. These 

agreements do not deal with modern concerns or issues since they were non-existent when the 

treaties were discussed. As mentioned in the Fraser Institute article, “electronic commerce, digital 

media, and third-party logistics in the commercial mainstream” (Dawson and Bartucci, 2013) were 

not discussed when the treaty was signed. Although parameters were established to renegotiate the 

terms and condition every few years to ensure the agreements reflected modern societies, 

governments have been neglecting this clause. Reviews of past agreements occasionally 

complicate matters and disturb otherwise stable political relationships between countries but rather 

than reopen such agreements, countries can now look to the CPTPP as a vehicle for renegotiation 

and the replacement of outdated clauses. For example, if Canada, Mexico and the U.S. all join the 

CPTPP, they will help modernize the NAFTA: As governments, trading partners, CPTPP 

members, Mexico and the U.S. [in this specific example], sign new trade agreements, the more 

recent and inclusive policies will take precedence over the previous ones (Dawson and Bartucci, 

2013). 
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FIGURE 1: World Map on the Comprehensive and Progressive Trans Pacific Partnership 

 

Figure 1 shows a world map that marks all of the countries in the CPTPP as well as the 

other countries that have expressed interest in joining. The countries coloured in green have signed 

the trade agreement, whereas the countries coloured in blue are potential signees once the details 

of the CPTPP have been solidified. Countries in grey have either not expressed interest or they 

lack sufficient qualifications to join the trade pact. The dollar values under each of the coloured 

countries represent each country’s perspective GDP measured in U.S. dollars in 2017. This figure 

shows all 20 countries considered in the analysis, several of which are Canada’s major trading 
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partners. Canada currently does not have free trade agreements with more than half of the countries 

shown. This figure gives an overview of the various market opportunities for Canada once the 

CPTPP takes effect. 

FIGURE 2: Canadian Trade Partners by GDP and Trade Balance % in 2017 

Figure 2 displays the 19 countries in the CPTPP that have existing trade agreements with 

Canada on the right and non-trade agreements on the left. The bar graph represents each country’s 

GDP measured in U.S. dollars for 2017. Additionally, each country is assigned a colour. As in 

Figure 1, green signifies countries that have signed the CPTPP and blue signifies possible future 

members. The line graph overlaying the bar graph shows the trade balance Canada has with each 

country. From figure 2, the graph shows Canada only has free trade agreements with six out of the 

eighteen countries from the trade pact. From the six countries, the United States is the only country 
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that has yielded trade surplus for Canada. Canada mostly has negative trade balances with other 

countries from the list. If the trade pact proceeds, Canada can have the opportunity to change the 

balance with other major countries that have high GDP, such as Japan, Indonesia, Mexico, and 

South Korea. These countries can have significant impacts to Canada’s economy, given their high 

productivity levels. If free trade was established, Canada will be part of their economies and share 

the benefits of the high GDP growth rates (Appendix 1). Once the trade pact is approved, Canada’s 

focus must shift to righting the trade balances with these countries. If the trade deficits remain the 

same or worsen, Canada will certainly lose profits. 

 

Theory and Literature Review 

A number of studies and reports indicate that Canada is in critical need of new trade agreements 

to enhance the economy’s growth. The examined literature analyzes how the CPTPP bolsters 

Canada’s economy and strengthens the development of local industries. 

Economic Theories 

Trade Liberalization 

Trade liberalization is an economic theory that is often applied when discussing trade policy. 

Conceptually, trade liberalization entails countries reducing their barriers to allow trade to occur 

freely (Dawson and Bartucci, 2013:12). Devoid of restrictions or government regulations, 

companies freely sell products across borders without needing to adhere to legal boundaries. 

Removal of barriers allows for markets to be free of constraints and promotes domestic industries 

to develop efficiencies in output. Each country, in turn, optimizes and gains economies of scale on 
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their products, and consumers in the market then benefit from the lower costs of the final products. 

The factor of competitiveness is not relevant in this theory because it assumes that all countries 

have some sort of comparative or absolute advantage over another. However, in the real world, 

trade liberalization can be positive or negative, depending on the state of the country. Trade 

imbalances and investments are significant factors that affect a country’s economy and 

competitiveness. The basis of competitiveness is measured on their “ability to sell on world 

markets, ability to gain competitive advantages, and a countries ability to attract foreign direct 

investment” (Dawson and Bartucci, 2013). When a country has developed efficiencies 

domestically and matured its supply chain, entering in free trade agreements would yield greater 

benefits and it would also reduce the risks of the negativities of free trade.  

Cost Benefit Analysis 

Trades between nations are extremely important and have several benefits. Without trade, 

isolated economies find it difficult to grow and advance. The economic theory of international 

trade states that each country specializes on producing goods that maximize their efficiency, which 

they then use to trade with other countries for products that fill domestic needs. When each country 

produces at their optimal level, they are able to build economies of scale and reduce costs. By 

focusing on products that maximize their efficiency rather than attempting to produce several 

products at once, scattering their efforts, countries maintain high efficiencies. 

The Canadian governments global affairs economic analysis indicates that Canada generally 

has lower tariffs and protectionist mechanisms on imported products compared to other countries. 

Many potential partners in the CPTPP trade pact have high barriers to overcome but with the help 

of the negotiated agreement, Canada can eliminate these barriers and liberalize trade. In the end, 
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the removal of such obstacles saves Canada hundreds of millions of dollars annually (Canada, 

2016). 

As Canada already has lower tariffs, the trade liberalization will have little impact on imported 

products to Canada. Domestic producers would be at low risk from imports with the trade pact, 

since the prices should stay relatively similar. The benefits from removal of restrictions to other 

countries will be much greater and benefit Canada much more (Canada, 2016). 

 

Literature Review 

Increased collaboration 

As new trade deals develop, companies have more access to resources in different 

countries, which allow them to invest widely and help further those countries’ business 

opportunities. When Canadian firms invest abroad, Canada also benefit from other international 

corporations directly investing inwards to the local economy. As research has shown with 

Canada’s free trade policies in the past, the investment of firms both ways have increased three-

fold over the last thirty years. 

One of the major obstacles hindering collaboration in trade is the regulatory policies each 

country has. From articles discussed in the Fraser Institute article and data shown by the World 

Bank, several countries have high protectionist mechanisms that complicate investment by 

international firms; that is, countries have to overcome significant trade barriers and navigate 

numerous governmental regulations in order to enter certain markets (Cross, 2016). The Fraser 

Institute has also pointed out that “markets may be discriminatory, non-transparent, and 

inconsistently applied” (Dawson and Bartucci, 2013:18), which are factors that cause instability 
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and deter collaboration between countries. Most notably, these high barriers exist in Brunei, 

Australia, Chile, Mexico, China and Vietnam (Dawson and Bartucci, 2013: Figure 9). The CPTPP 

agreement, on the other hand, eliminates some of the barriers to entry in such markets and, 

therefore, ensures easier access and a fair-trading platform for everyone. 

 Another benefit of the CPTPP is the involvement of major trading partners. With 

incentives for everyone to enter a fair-trading environment, all countries will work to diminish 

their protectionist policies and move towards standardizing their trade policies to align with other 

major nations. The results will help all trading partners in the CPTPP enhance trading and 

collaboration to gain overall benefits. 

Development of industries and jobs 

Job creation and the development of trade agreements with other countries are by-products 

of direct investment from foreign firms and increased domestic productivity. According to 

Statistics Canada, the Canadian economy has gained 2.9 million jobs that equate to 16.7% of the 

overall economy in 2011 (Cross, 2016). Increased production both directly and indirectly leads to 

job creation. Although the development of high-tech industries and business efficiencies may 

signal job loss in the manual labour sector, the need for skilled labour increases in other areas. As 

Canada matures in the newly developed industries, the creation of jobs in the new industries also 

brings along employment demands. 

Offset trade deficits 

Canada has consistently pursued trades with various international communities; however, 

the absence of proper regulation negatively impacts trade volumes and benefits and causes 

imbalance (Appendix 3). Many countries have applied taxes on Canadian products since there is 
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no trade treaty in place with the Canadian government. With Canada’s trading history with Asia, 

Canada mostly suffers from a trade deficit (Cross, 2016). Canada imports more products from 

Asian countries than it exports to them. 

FIGURE 3: Canada’s Trade Balance with Other Countries in 2017 

 

Figure 3 displays Canada’s trade with the 19 countries in this analysis and their respective 

trade balances. The graph splits into two sections: the left section indicates countries that have 

joined the CPTPP and the right shows the countries under consideration. The calculation to 

measure trade balance is based on exports from Canada to the listed countries above minus their 

imports. This gives us the net dollar value of trade between Canada and each country. The percent 

is the net value divided by the total imports from a given country. In the figure above, red 
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represents countries with which Canada has a trade deficit and green represents countries with 

which Canada has a positive benefit to trade value. All dollar values are measured in Canadian 

dollars based on the year 2017. From the graph, Canada mostly has trade deficits with the other 

countries, except four: Canada has major trade surpluses with the U.S. and the U.K., and to a lesser 

extent with Australia and Singapore. Conversely, Mexico has the largest trade deficit with Canada, 

despite the two countries existing within the framework of NAFTA. Japan, Taiwan, South Korea 

and Vietnam have similarly large gaps in their trading relationships with Canada. The CPTPP 

presents a chance for Canada to close the trade gaps and recover billions of dollars in lost revenue 

per year. The fair-trading policies and open collaboration of the CPTPP enhance the tools available 

to the Canadian government for offsetting any trade imbalances and boosting the economy.  

Open opportunity to new markets and trading partners 

By signing new trade agreements, Canada increases its access to other countries and 

engages in mutually beneficial trade. Canada’s most important trading partner is the U.S., from 

whom the Canadian economy has benefitted greatly, but since trading levels peaked the Canadian 

economy has stagnated. The CPTPP offers Canada the opportunity to establish direct trade with 

Asian counties that can promote Canadian goods and services (Dawson and Bartucci, 2013). More 

specifically, Asia’s heavy demands for Canada’s abundance of natural resources suggest direct 

trade relationships with Asian countries would be quite lucrative.  

As shown in Figure 2, thirteen out of the nineteen countries currently do not have free trade 

agreements with Canada, however many of these thirteen countries have significant trade volumes 

with Canada. If trade agreements were established among them, all countries may have more 

opportunities to increase trade. By signing on to the CPTPP, Canada will have 13 new trading 

partners, assuming that the non-member countries all follow suit. As a result, this will enhance 
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Canada’s global market reach and have new collaborations with countries Canada has previously 

never signed a trade agreement with. Expansion into new territories also means potential growth 

of existing industries and the possibility of developing new industries within Canada to support 

new demands. 

From an economic study conducted by Dawson and Bartucci (2013), Canada mainly trades 

with developed and advanced economies such as the U.S. and other first world nations. The growth 

rate of developed countries is generally around two percent annually, and they account for greater 

than eighty-five percent of Canada’s exports (Dawson and Bartucci, 2013). After becoming a 

CPTPP member, Canada will have access to developing markets that are fast-growing and boast 

growth rates as high as seven percent, such as Mexico, Singapore, Chile, Malaysia and Peru. 

Currently the aforementioned countries only account for five percent of Canada’s exports but the 

potential for these new market opportunities can significantly boost demand for Canadian goods 

and increase Canadian exports. From the study by the Fraser Institute on strategic trade policy, the 

report concluded that market potential is an important factor for future growth, therefore the 

Canadian government need not only focus on current market conditions (Dawson and Bartucci, 

2013).     
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FIGURE 4: Canadian Outlook on CPTPP Members vs. GDP 

 

Figure 4 shows the permanent and potential members of the CPTPP in relation to Canada’s 

foreign trade policy. It also lists out each country’s GDP in Canadian dollars for the fiscal year of 

2017. The market access that Canada gains once the CPTPP takes effect is vast: the collective 

GDP of the thirteen countries with whom Canada lacks a free trade agreement is approximately 

$12.384 trillion dollars. Individual GDP figures range from $87 billion to $4 trillion. Access to 

these economies will likely help Canada to diversify and increase the amount of Canadian goods 

traded internationally. Furthermore, with such massive economies, Canada will have multiple 

ports to develop connections and export goods with superior Canadian branding. Although GDP 
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is an important indicator for economic growth, it is also important to note that access to several of 

smaller markets is important for Canada, as these are countries Canada has never signed a trade 

agreement with. Expansion into new marks brings along more population and demand from these 

countries, which will be significant and can boost Canada’s economy significantly. 

 

Modelling and Analysis 

One of the most useful economic models for analyzing and interpreting international trade is 

the gravity equation. This equation uses econometrics to determine the trade capacity between two 

countries and the potential gains that could be made through trade. The factors include measuring 

bilateral trade using their perspective GDPs to calculate the size of their economies and the 

geographic distance between them. This model can assess and determine the impacts of the CPTPP 

on Canada, forecasting the potential results with participating members and future potential 

members. 

Following the analysis and methodology on Liaqat’s report on the Trans-Pacific Partnership, 

the formula applied was: “ln(xijt)=γln(yityjt)+δZijt+μt+μj+εijt” (Liaqat, 2016). The i and j represent 

Canada and the comparison country, while t represents the period of time; X represents the bilateral 

trade coefficient, Z represents factors that cause friction between the bilateral trade and Y 

represents the GDP of each country. Lastly, the μ represents dummy variables in the equation to 

account for unpredictable variables that could change the outcome. Liaqat’s analysis used trade 

data from The World Bank and the United Nations Economic and Social Commissions for Asia 

and the Pacific, which compared Canada with the main CPTPP members and also with non-

members. 



15 | P a g e  
 

 

 

The results of the analysis were consistent with the hypothesis of the study. The coefficient 

for the GDP was found to be “Significant and Positive” (Liaqat, 2016), meaning that the coefficient 

measures have leverage to affect the bilateral trade between Canada and other countries. This 

means that countries that have higher GDP and capacity were more likely to increase bilateral 

trades and promote greater growth.  A second positive factor that influenced bilateral trade was 

Free Trade Agreements. If FTAs were available between the countries they would experience an 

increase in collaborative efforts and enhanced trade. The third finding from the analysis was that 

friction between governments was negatively correlated with bilateral trade. Obstacles or barriers 

complicate trade between Canada and other nations, and they decrease the amount of trade overall. 
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An example used in Liaqat’s report was distance: if countries were far apart, the greater distance 

hindered bilateral imports and exports. Conversely, if certain factors were reduced, such as reduced 

costs to facilitate trade, it increased the amount of trade. The CPTPP targets the removal of tariffs 

and barriers, which can significantly reduce the costs for both countries to engage in trade. This 

was supported by the analysis as several CPTPP members have proven to increase bilateral trade 

with Canada given the 3 factors measured. 

The statistics from Liaqat’s report show that international trade would increase by 9.9% for 

CPTPP members and 16.06% for non-members. The differences in value gained from trade can 

be explained by multiple factors and conditions which can affect each country differently. A 

significant finding from Liaqat’s report was that CPTPP members were generally more dependent 

on the GDP factor to increase trade, while non-members relied more heavily on cost reductions. 
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Canada vs Japan Trade Analysis 

Japan is one of the key stakeholders of the CPTPP and also Canada’s fourth largest trading 

partner (Gowans, 2017). The absence of trade agreements and proper negotiations has, however, 

led to Canada running a trade deficit of 32%, which equates to around $5.8 billion in 2017. 

FIGURE 5: Canada’s Trade with Japan in 2017 

 

Shown here in Figure 5 is the trade balance between Canada and Japan. The line graph in 

orange represents total imports Canada purchases from Japan, while the blue line represents the 

exports Canada ships there in return. The horizontal axis shows the annual trends from 2013 until 

2017. As the trend line suggests, Canada has always been importing more products from Japan 

than exporting to it. The trade gaps between the two countries have been widening over time, and 

the data suggests that that trend will continue. 
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FIGURE 5.1: Canada vs. Japan Trade 

 

Figure 5.1 outlines the product categories traded between Canada and Japan. One of the 

most significant gains from the CPTPP in the Canadian market will likely be from Japan. Canada 

will see the gains mostly in the agriculture sector, where existing tariffs will be phased out over 

planned periods. The Japanese government plans to remove all tariffs on beef and pork within ten 

to fifteen years depending on the cut of the meat. Now, Japan imposes tariffs on beef imports from 

Canada taxed at 38.5% (Global Affairs Canada, 2016). By signing the CPTPP, Canada aligns itself 

with other countries that have Free Trade Agreements (FTA) with Japan. With balanced levels of 

trade and increased Canada products sent abroad, the Canadian companies may become major 

business stakeholders in the international market.  

A maximum quota currently in place on food exports to Japan, such as wheat, barley and 

canola oil will be eliminated within the next 5 years. Other categories such as fruit and vegetables 

will be immediately eligible for duty-free (Global Affairs Canada, 2016). With the easing of taxes 

and tariffs policies, Canada can expect to increase the amount of exports to Japan significantly. As 
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displayed in Figure 5.1, minerals, vegetables, animals and wood are already Canada’s top exports 

to Japan. Removing the high tariffs allows Canada to become a more competitive supplier for the 

Japanese market and subsequently increase the amount of goods exported. 

Another major product we expect to increase in exports will be metals and minerals. 

Current tariffs of 11.7% will be phased out in the next ten years. Mineral products are Canada’s 

largest export category of over 3.27 Billion to Japan in 2017, an 11% savings equates to over $380 

million dollars annually (Canada, “Overview and benefits of the CPTPP”, 2018). The CPTPP 

stands to enhance some of Canada’s most important exports and stimulate growth domestically. 

Canadian products will become cheaper and more competitive without the tariffs, and trade 

volume may grow 

 

Canada vs Taiwan Trade Analysis 

Taiwan is Canada’s 11th largest trading partner (Canada, “Canada and Taiwan relations”, 

2018) and has expressed interest in joining the trade pact. As shown in Figure 2, of the 19 countries 

analyzed here, Taiwan ranks as the fifth largest trading partner. From the analysis, Taiwan stands 

out as one of Canada’s largest trade gaps, where a net total of $7.14 Billion Dollars (CAD) were 

exchanged in 2017 even with no existing trade agreement between the two countries. When the 

CPTPP comes in effect, both countries would fall under the scope of the CPTPP terms and 

conditions. This allows Canada to increase the current trade volumes and also mitigate the existing 

trade deficit of over $3 Billion (CAD) annually. 
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FIGURE 6: Canada’s Trade with Taiwan in 2017 

  

Figure 6 displays the trade between Canada and Taiwan. The line graph shows the total 

imports in orange and total exports in blue from 2013 to 2017. Despite there being no trade 

agreements in place between the two countries, it is important to note that both imports and exports 

have been on the rise in recent years, though much higher for imports. If there were policies to 

help promote trade between the two nations, it would almost certainly enhance the trade volumes 

between the two countries. 
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FIGURE 6.1: Canada vs. Taiwan Trade 

  

Figure 6.1 shows the detailed product categories traded between Canada and Taiwan. As 

Taiwan is similar to many other smaller countries limited in land size, Canada primary exports 

include animal, wood and mineral products. 

Taiwan has not formally entered the CPTPP, thus Canada and Taiwan have yet to discuss 

potential tariff reductions by either side. However, a previous study published by Canadian Global 

Affairs, which discusses trade with Taiwan, posits that Canadian products exported to Taiwan only 

covers 0.1% of total merchandise traded (Cameron, 2010). This is alarming as products traded with 

Taiwan are rated to be the least protected, with the lack of free trade agreements in place. As 

Taiwan ranks to be Canada’s the 11th largest trading partner from the CPTPP list, it is both critical 

and important to ensure trade agreements are signed between the two countries. 

Accounting for 23.1% of total exports, mineral products such as coal and iron are the 

largest Canadian exports to Taiwan, followed by livestock and wood related materials (Gowans, 

2017). Given that Taiwan and Japan import similar materials from Canada, it is likely that they 
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will employ a similar tariff reduction structure. These reductions can significantly change the 

demand of import volumes on Canadian products, given that there are currently very limited 

policies to remove the barriers to entry. 

 

Canada vs United Kingdom Trade Analysis 

The United Kingdom is Canada’s fifth largest trading partner. Canada currently has no free 

trade agreement with the U.K., although data shows that we are trading positively and gaining a 

trade surplus. 

FIGURE 7: Canada Trade with the United Kingdom in 2017  

 

Figure 7 shows the total imports in orange and total exports in blue from Canada to the 

U.K., from 2013 to 2017. From 2015 to 2017, there was a constant increase of exports from Canada 
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to the U.K., whereas the value of imports has stagnated over the years and has shown no significant 

change.  

FIGURE 7.1: Canada vs. United Kingdom Trade 

 

The top product categories Canada exports to the U.K. are jewelry, wood, base metals and 

vegetable products. In return, Canada imports transportation equipment, chemicals and machinery 

from the U.K. For the year 2017, Canada has a trade surplus total of $8.9 million. From the trend 

analysis of the graph above, the trade gap between Canada and the UK has been growing every 

year. A trade agreement needs to be established in order to change this trend.  
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Canada vs United States Trade Analysis 

The U.S. is Canada’s largest and most important trading partner, as they “account for three 

quarters of Canada’s exports and two-thirds of its imports” (Cross, 2016). The cumulative trade 

equates greater than seven hundred and two billion dollars in 2017. The two countries not only 

share one of the world’s longest borders but more importantly similar values and economies. 

FIGURE 8: Canada Trade with the United States in 2017 

 

 

In Figure 8, the analysis shows that exports to the United States greatly exceed imports. 

Canada greatly benefits from trade with the US, showing export values that almost double import 

to Canada. A large portion of these gains that Canada is experiencing are from the results of 

NAFTA. However, with unstable and risky NAFTA agreements underway, it would be beneficial 

for Canada to engage in new trade agreements to diversify exposure to trade risks. 



25 | P a g e  
 

FIGURE 8.1: Canada vs. United States Trade 

 

Figure 8.1 displays that Canada’s top exports categories to the United States are minerals, base 

metals, vehicles and animals. From these four categories, Canada gains a net benefit of hundred 

and eleven billion in trade. The data gathered and research from the Fraser report further reinforces 

the importance of trade with the United States to Canada’s economy. As mentioned in the report, 

the United States surpasses Canada’s other trading partners and is “our two largest exports, where 

essentially all exports are destined for the US” (Cross, 2016). With the advent of NAFTA, Canada 

obtains the right to produce a fraction of automobiles sold in Canada. Another major export 

category not measured in Figure 8.1 is energy product exports, specifically crude. Analysis 

provided by Natural Resources Canada, Canada supplies forty-three percent of United States crude 

imports and twenty-one percent of refinery capacity (NRCAN, 2018). Canada relies on the U.S. 

as an intermediary to transport the natural resources to the world market. In return Canada imports 

machinery, chemicals and industrial products from the U.S., although the quantities of these 

products do not equate with the volume of exports.   
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Challenges 

There is a consensus amongst Canadians that Canada needs to have free trade agreements 

and partnerships with more trading partners to help enhance and further develop the economy. 

Canada has struggled to sign new trade agreements in recent years and has had trouble building 

deeper trading partnerships around the world. The CPTPP provides an opportunity for Canada to 

enter into free trade agreements with several Asian-Pacific countries at once. Canada has lackluster 

pre-existing trade relations with many of these countries, and signing the trade agreement is a way 

to improve collaboration and increase the trade traffic between the countries. However, the 

statistics (or data) from a recent survey conducted by Open Media show that Ontario and British 

Columbia are provinces that have the highest rejection rates on the topic of the CPTPP, with voting 

rates of 40.66% and 30.68% respectively. Alberta has the third highest public rejection rate at 

9.68%. Although Canadians recognize the importance of the CPTPP and the opportunities the 

trade pact brings, Canadians do not feel comfortable with it due to poor government processes 

(Open Media, 2017). The high rejection rate is a sign of the Canadian government’s failure to 

communicate their process with the public.  

 Based on the reviews of the CPTPP by Open Media, the three primary reasons that 

Canadians lost trust in the government for signing the contract were “secrecy, inequity/unfairness, 

and lack of scrutiny” (Open Media, 2017). Compared to other countries, such as the U.S. and 

countries part of the European Union, Canada did not have the same level of public consultation 

or information sharing. Firstly, Canadian members of parliament were not privy to the trade pact 

documents throughout the negotiation process. The first time the public, government officials and 

MP’s were able to review the documentation was when they had been leaked by WikiLeaks. The 
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leaks sowed distrust within the trade pact due to the discreet actions taken by the Canadian 

government. 

 The second concern for Canadians was the inequity of the CPTPP. Canada’s late entry to 

the trade pact, forfeited their veto right and their right to review previously agreed upon 

documentation. This limits the Canadian government’s privileges to negotiate a better deal for 

domestic businesses when discussing the regulations and rules. Not only did the government lose 

the trust of Canadians but the government’s miscalculations also engendered skepticism about the 

true benefits of the trade deal. It is difficult for Canada to correct or adjust certain policies that may 

put the country at a disadvantage because Canada has no representatives in this process (Open 

Media, 2017). 

 Finally, the lack of scrutiny by the Canadian government caused concern for many people. 

The government did not conduct a cost and benefit analysis until seven months after the agreement 

was signed in 2016. This further resulted in ambiguity and skepticism towards the proposed value 

of the trade agreement. When compared to other countries, Canada’s report falls short insofar as 

it only provides a high-level economic analysis. Other countries, such as the U.S., provide detailed 

breakout analyses based on each industry and how it will impact their economy. Without this level 

of research, it is difficult to assess what Canada gains from the trade pact (Open Media, 2017). 

Other studies have also demonstrated that international trade can be harmful to an economy. 

In Cross’s economic research, he stated that trade can also result in losses of employment and only 

benefit specific sectors. From a macroeconomic level, he mentions that “Global trade flows have 

been further damper economic growth in many western countries since the global financial crisis” 

(Cross, 2016). 
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Recommendations and Conclusion 

After thorough analysis of the CPTPP’s impacts on Canada, the evidence shows that there are 

several factors and variables that can affect Canada’s performance with the CPTPP. With trade, 

there are gains and losses for different industries in every country, but the overall value of trade 

will be the determining factor. For Canada, a country that relies heavily on trade policy to promote 

growth, it is more beneficial to expand its global trading reach and to build relationships with 

countries with whom we do not currently engage. Trade has been described as “[arguably] the 

most important tool of Canada’s economic development throughout history (Ritchie, 1997: 76). 

Canada is dependent on only a few countries, namely the U.S., China, the U.K. and Mexico 

(Appendix 3); certainly, a risky strategy, even if these trading partners are enormous markets. In 

order for Canada to diversify and further economic growth, Canada must simultaneously 

collaborate with multiple markets. Indeed, putting all of Canada’s economic engines in a market 

with little spread exposes too much risk. 

The CPTPP allows Canada to develop new relationships and to build on existing ones as well. 

Many of the CPTPP members already have significant trade volumes with Canada already without 

any trade agreements in place. With the additional protection of the CPTPP, markets are able to 

remove any trade barriers and strengthen partnerships. This negotiated partnership, can eliminate 

the need for Canada to negotiate with other countries individually and can also ensure that the 

trade agreements are held at the highest standards. A well balanced and designed policy such as 

the CPTPP will promote more Canadian goods to other nations and offset the significant trade 

deficits Canada has with some of its partners. 
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As evident by the gravity equation, many of the CPTPP nations have significant annual GDPs 

and work to promote trade liberalization, common goals that all current members and potential 

desire. Under these values, all countries can benefit from participation and develop each nation’s 

economy through the gained efficiencies. 

The CPTPP will be one of Canada’s most important trade policies because the health of its 

economy depends on trade. The benefits that Canada gains from the CPTPP are significant and 

critical to Canada’s future economic growth. Without any forthcoming policies to enhance 

Canada’s position in the international community, the CPTPP stands to become a massive 

opportunity for Canada to transform into a world class economy. Although there are certainly costs 

associated with signing on to the trade pact, Canada would experience greater losses by not joining 

this multi-country agreement. The expected benefits are overwhelming and align with Canada’s 

economic expansion goals. The CPTPP is an essential key in helping Canada to expand to 

international markets and stimulate economic growth. 
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