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1. Objective 
 
The main objective of the project is to undertake a research and analysis of potential economic opportunities and 
challenges to Canada and China from a free trade agreement between them in relation to Canadian agricultural 
and agri-food sector. Towards this goal, we would review a number of policy research papers from Canadian 
and Chinese experts on issues related to a free trade and investment agreement, to get the perspectives of the two 
countries on the subject. These papers have been published in promoting policy discussion and debate on this 
topic in the two countries.  
 
2. Background & Contexts 
 
In 2017, Canadian government conducted public consultations to solicit the views of Canadians on a possible 
Canada-China free trade agreement (FTA). The views of Canadians were collected in a number of ways, 
including through in-person meetings and teleconferences with Canadian stakeholders, and through the 
publication of a Canada Gazette notice and dedicated consultation website inviting Canadians to submit their 
views. Since March 2017, Government officials interacted with over 600 stakeholders and partners and received 
over 130 submissions from Canadians. 
 
Canada is a trading nation. It depends heavily on international trade and foreign direct investment (FDI) for 
economic growth, good paying jobs and real incomes. The country has participated actively in the globalization 
process. Despite its efforts to diversify its commercial relations over the last 50 years or so, Canada still relies 
heavily on the United States for exports and foreign direct investment. Currently more than two- thirds of 
Canada's goods exports go to the United States and about 60% of Canada's inward FDI stock are from its 
southern neighbor, particularly in the agricultural and agri-food sector. With the election of President Trump 
and the control of the Congress by the Republican Party and the renegotiation of NAFTA, an open and freer 
access to the United States market is in serious doubt and raising a great deal of anxiety and uncertainty in 
Canada. In addition, future growth prospects for the expansion of Canada-US commercial relation will be 
limited because of reducing economic growth in America.  
 
Similarly, despite the recent free trade agreement between Canada-EU, the prospects for exports and investment 
opportunities will be limited to Canadian business in Europe because of slow economic growth in these 
countries. Therefore, more than ever, Canada needs to diversify further its commercial relations. The 
government needs to increase its efforts to penetrate the Asian markets, especially China, because of their 
growth dynamism.  
 
China is the number one country in the world in international trade and close to number one in terms of the GDP 
level. Although China’s economic growth has slowed in recent years, its growth rate is much higher than all 
most all other countries. China is Canada's second largest trading partner. The investment linkages between the 
two countries have increased greatly in recent years. But, the commercial linkages between Canada and China 
are still not strong and well below the market potential. The two countries could benefit economically a great 
deal from freer trade because of their complementary trade and investment relations.  
 
In relation to Canadian agricultural and agri-food sector, there has been an important trade relation with China 
for such as canola and canola products (around $2 billion a year or 30% of the total), and growing soybeans. 
Canadians concern on China’s agricultural and agri-food policy, including the trade relations. Any changes of 
Chinese agricultural policy could have significant market and trade implications. China’s agricultural trade 
policy, such as for canola, soybeans, and wheat directly to other commodities of particular concern to Canada.  
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3. Tentative Research Framework   
 
Canada has a strong comparative advantage in agricultural and natural resource industries, and resource 
intensive manufacturing industries as well as in financial services. On the other hand, China has a strong 
comparative advantage in non- resource- based manufacturing industries. To be specific, some selected policy 
research issues may be considered as follows. 
 
1)  General Overview   

• Recent economic trends in Canada and China: This analysis may generally include recent (saying 
past 25 years) trends in population, labor force, employment, real output, investment and innovation, 
productivity, business environment, industrial structure of output and employment, which link to 
agricultural and agri-food sector in Canada and China.  

• Trends in international trade and FDI of the countries: This may examine recent trends in the 
agricultural industry with main product composition of exports and imports, and inward and outward 
FDI flows and stocks in the two countries.  

 
2)  Comparative Advantages 

• Comparative advantage position of Canada and China in agricultural and agri-food sector and trade: 
This is to better understand comparative advantages of the two countries in agricultural and agri-food 
sector. It is for projecting potential trade and investment opportunities.  

• Medium to long- term output, trade and investment potential of the two countries in the agricultural 
and agri-food sector: This is to project medium to long- term trends in output, employment, 
investment, innovation and trade and investment flows of the two countries in the agricultural and 
agri-food sector, based on their demographic and productivity outlook and comparative advantages.  

 
3)  Trade and Investment  

• Tariff and non- tariff trade barriers in the agricultural and agri-food sector between the two countries: 
This may examine in tariff and non- tariff barriers (such as quotas, local content requirements, export 
subsidies) in the two countries for agricultural and agri-food trade.  

• Formal restrictions and informal barriers to FDI between Canada and China: This may discuss in 
some formal restrictions and informal barriers to inward FDI in the two countries related to 
agricultural and agri-food trade, as well as the investment agreement between them.  

 
4)  Doing Business in China and Canada 

• Perspectives of Canadian companies exporting to China and investing in that country: This may look 
at Canadian agricultural companies (SMEs as well as large) exporting to and investing in China and 
discuss their perspectives of doing business with that country.  

• Chinese agricultural companies' perspectives of exporting to Canada and investing in it: This is 
similar to the above but the Chinese companies' perspectives of doing business with Canada. 
 

5)  Policy Implications and Recommendations 
• Sensitive issues on agricultural trade and investment in the two countries for concluding a freer trade 

agreement：This may involve the perspectives of policy makers in the two countries with regard to 
some issues, such as relevant cultural differences as well as political matters, for concluding an 
agricultural and economic partnership bilaterally.  

• Agricultural and economic benefits and challenges to Canada and China from a possible free trade 
agreement：This may estimate the potential economic benefits to the two countries of concluding a free 
trade and investment agreement between them. It may also identify winning and losing in the two 
countries. This might be critical analytical, which depends on existing studies. 
 

 
(For questions with more information, please contact: Jennifer Ma, Assistant Director, tncr.special@gmail.com) 


