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Key Canadian Objectiv

. Secure access to the U.S. me

- Contributes to Canadian prospe
- Necessary for highly integrated tr:

- Physical securit
- End goal and preendition for trad




Global and Regional Pressu

- Heightened security pc-9/11
. Intense global competitic

- Small cost differences can have large eff
- Goods cross repeate
- Production can be easily substitt
- Cost increases may dilute FTA ga

- Border security approach matt



Most Trade Crosses At Few Crossi
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Exports to U.S., 2005

($ billions) Lansdowne

Port Exports
Windsor bridge/tunnel 83.2
Sarnia 56.6
Fort-Erie/Niagara Falls 49.3 Windsor Fo't-Erie

bridge/tunnel Niagara Ealls
Lacolle 16.8

Emerson 287

Pacific Highway 11.8
Lansdowne 9.1
North Portal 6.6
Philipsburg 6.0
Woodstock 2.3

Source: Statistics Canada.




-
Our Approac

- New border security policies p-9/11

- Heightened border scruti
. Separation of lo-risk from unknown ris

.- Advance notification policie




Our Approac

. General perceptiol

. Trade diminished
.- Border delays increas

- What does the new environment mean
Canada’s economic interes




Unigue Feature

. Effects of pos-9/11 border security

Distinct from pre9/11 border problems
Most other studies do not distingu

. Effects on:

1. Canada’s export volumes to
At individual border crossini
For individual product

2. Cost of trading across borc

- Economic benchmark to weigh agai
security goals
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Unigque Feature

Most comprehensive analysis to ¢
Detailed statistical analys

60 Interview

. Crosssection of sectors and regit
. Industry associatiol
. Select government officia

Other evidence



Effect on Export Volume

. CanadadsS trade flat po-9/11

. Is post9/11 border security responsik

- Used detailed statistical analy
. Account for other factor

. Factors specific to products and reg
. Account for price fluctuation:
. Other study does notdo t




No Effect on Export Volume

- NO evidence that export volum
were lower due to 9/11 environm
- Any changes due to other fact
. Same for individual crossin

- Same for individual produc
- Including most bord«sensitive

- No temporary or permanent eff
. Can infer no import chan

- Challenges common wisdc
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-
No Need to Worry

- Does this mean no p+-9/11 harm to
Canadian economic interes

- But must get goods acro

- Especially tim-sensitive produc

- Should therefore expect no exp
change!

- But what happened to cos
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Effect on Cosl

- No export volume change but c
Increase

. Direct costs of policy complian

. Indirect costs
- E.g., efficiency losses from switching transit mg
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Direct Compliance Cos

- Most reported Increas

- Both onetime and o0-going costs
. Layering of policy change

. Costs internalize

- Companies assumed voluntary c
- In order to reap benefits or not lose advar
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Benefits

. Faster, predictable, secure market ac
- Are we there?

- FAST Is slow

- Harmonized policies not harmoni:

- Not clear that benefits = co

. Costs not aligned with ri
- Same regardless of security risk posed by s
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Costs of Delays

- Delays:
. Increase buffer tim¢
. Increase inventory
. Are repeate

. Earlier studies found large p-9/11
delays
- But delays common p-9/11
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Costs of Delays

. Interviewees said that delays w

- Routine from 2001200«
- Much better in 2006
. Problematic in some instanc

Why fewer delays”

Infrastructure improvemen
- More agents
- New border policies
- Diversions
- Low volumes?
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Costs of Changed Delivery Patte

. Diverting to other crossin
. Shifting to other transit mod
- Moving to preFTA behaviour
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Overall

- Exports have not chang
- Delays have gone do\

- Most costs have gone

- Behaviour has chang

- Those who needed to get their go
across did so but at increased
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Reaching a tipping poir

. Have not achieved secure, efficient ac

. WIll costs discourage investment in Cana
. Are benefits of access to the US dilutt

- Or could we tip the balance the other w.

- How might we seize the benefits of the |-
9/11 environment?

- E.g., Can we fix FAST so benefits outwe
costs?
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Looking Forwar

-  What Is the most %paqroprlate set of strate
to meet national g
Security at what cost
Who should bear the cost
What should business contribu
Should we focus on reducing other co
S continuity more important than harmonizatic
s flexibility possible?
How should we balance public interest objectr
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