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Diversifying trade is optimal strategy for Canada 
 

Enhancing trade links with fast-growing nations like India should be a priority 
 
Montreal – The economic benefits of diversifying trade away from the US are potentially larger 
than those of deepening North American integration, so long as Canada selects partners carefully, 
according to a new study published by the Institute for Research on Public Policy (IRPP).  
 
 “With multilateral trade negotiations stalled, a sluggish US recovery, and resurgent growth in 
emerging markets such as India and China, the strategic question of whether to focus trade policy 
on deepening trade ties within North American or more actively seek markets elsewhere has 
become more pressing,” write Patrick Georges and Marcel Mérette, authors of the study, Canada’s 
Strategic Trade Policy Options: Deeper Continental Integration or Diversification? 
 
The study finds that the benefits of deepening continental integration via a customs union would be 
relatively small, amounting to less than half a percent of GDP.  NAFTA has already reduced trade 
barriers, and the additional benefits of further integration are not as large as one might expect. 
 
Georges and Mérette examine the effect of global demographic changes like aging and population 
growth on Canada’s terms of trade, and show it is large enough for them to be considered in the 
development of trade policy.  
 
They suggest that Canada should build trade links with nations whose populations are relatively 
young, in order to take advantage of demographically driven improvements in its terms of trade as 
well as strong economic growth in those nations.  
 
“Diversifying 10 percentage points of Canada’s trade from the United States to India, for example, 
would boost domestic consumption per capita by almost 5 percent over the next several decades, 
all else equal,” conclude the authors. 
 
The study, Canada’s Strategic Trade Policy Options: Deeper Continental Integration or 
Diversification?, can be downloaded free of charge from the Institute's Web site (www.irpp.org).  
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For more details or to schedule an interview, please contact the IRPP. 
 
To receive our monthly bulletin Thinking Ahead via e-mail, please subscribe to the IRPP e-
distribution service by visiting our Web site. 
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