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EXECUTIVE SUMMARY

Reaching a Tipping Point?

Eftects of Post-9/11 Border Security

on Canada’s Trade and Investment

At a Glance

+ (Contrary to common wisdom, the cumulative
effect of post-9/11 border security policies
has not reduced Canadian export volumes
to the U.S.

+ However, the post-9/11 border security environ-
ment has resulted in important new costs of
crossing the border for many companies.

+ In the long term, these costs could make
Canada a less attractive location from which
to buy parts or in which to invest.

+ Conversely, governments and businesses
that view the post-9/11 border environment
as an opportunity for seamless access to the
U.S. might position Canada as a preferred
point of access to North America.

aintaining and enhancing secure, predictable,

barrier-free access to the United States econ-

omy has been a long-standing objective of
Canadian leaders. This report assesses whether new bor-
der security policies adopted in the wake of the terrorist
attacks of September 11, 2001, jeopardize that access.

Drawing on an extensive statistical analysis and almost
60 interviews, the Conference Board finds that, contrary
to common wisdom, the post-9/11 border security environ-
ment has not had an immediate or prolonged effect on

Canadian export volumes to the U.S. Moreover, border
delays have been significantly reduced from the delay prob-
lems that were common in the first few years after 9/11.

Companies that need to get their goods to market are doing
whatever they must to do so and absorbing the extra costs.

While export volumes have not changed, the post-9/11
border security environment has increased the costs of
trading across the border for many companies. These
costs include the direct costs of complying with border
security policies. They also include more indirect costs
such as changes in the way some companies trade cross-
border. For example, some companies are shifting away
from preferred border crossings, setting up additional
warehouses on the U.S. side of the border, and finding
that some trucking companies decline cross-border routes.
These new costs, together with the fact that export vol-
umes have not declined yet as a result of post-9/11 border
security policies, suggest that companies that need to
get their goods to market are doing whatever they must
to do so and absorbing the extra costs.

Some companies, however, view participation in the
new border security programs as an opportunity and a
competitive advantage. They find the upfront costs result
in reduced waste, cost savings over time and more efficient
border crossings. And recent infrastructure and staffing
changes that took place after interviews had been con-
ducted may reduce some of the costs companies reported.
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With increased competition from large developing econ-
omies, the high Canadian dollar and the fact that both
countries trade in highly similar goods, even small
increases in border-crossing costs could cause those who
produce in or source from Canada to hit a “tipping point.”
That is the point at which the advantages of locating
production in the far larger U.S. market and avoiding
the border entirely outweigh the advantages of locating
parts of production in Canada. While these location
changes may not happen in the short term, as contracts
expire over time, such costs are likely to influence
longer term decisions to source from and invest in

Canada or elsewhere.

Post-9/11, risk-based border security programs are not
yet fully realizing their efficiency benefits. This is due
to infrastructure constraints and a lack of alignment
between Canadian and U.S. programs. If governments
remedy these and related problems, and businesses
view these costs as opportunities, rather than tipping
the balance away from investing in Canada, the new
border environment could represent an opportunity
for Canada to become a preferred place for companies
wanting to access North America.



CHAPTER 1

Introduction

Chapter Summary

+ (anada has a strong interest in predictable,
barrier-free access to the U.S. market and in
improving security, both as an end in itself
and as a precondition for trade.

+ Now that some time has passed since 9/11,
this report assesses any persistent economic
effects of border security-related policies
introduced since that event.

+ The report is based on extensive statistical
analysis and almost 60 in-depth interviews,
and carefully distinguishes effects due to
post-9/11 border security from other factors.

aintaining and enhancing secure, predictable

access to the United States economy has

been a long-standing objective of Canadian
leaders. It motivated Canada to pursue a bilateral free
trade agreement with the U.S., followed by the North
American Free Trade Agreement (NAFTA). And it drove
Canada’s response to the new U.S. security environment
as a result of the terrorist attacks of September 11, 2001.
That day, the U.S. effectively embargoed its own economy
by virtually shutting down its borders. It later adopted
a series of new security requirements, many of them at
border crossings.

Ottawa’s response was to promote a risk-based approach
to border security under the Canada—U.S. Smart Border
Accord, with the aim of improving both security and
efficiency. For example, the two countries established
the Free and Secure Trade (FAST) program, aimed at
fast-tracking cargo that had pre-qualified as secure.

An implicit Canadian goal in pursuing these policies
was arguably to ensure that the U.S. views Canada as a
trusted security partner. (Accurate or not, the perception
that Canada does not share the U.S. view of security
threats can translate directly into U.S. policy decisions,
such as stricter border controls.) That trust, in turn,
should enable legitimate cross-border traffic to enjoy
relatively predictable, efficient access to the other side
of the border. There has also been a growing under-
standing on both sides of the border that security is a
precondition for trade and further trade liberalization.

An implicit Canadian goal in promoting a risk-based
approach to post-9/11 border security was arguably to ensure
that the U.S. views Canada as a trusted security partner.

Since the attacks of 9/11, the U.S. and Canadian gov-
ernments have implemented many joint and unilateral
border policies. A number of years have now passed
since 9/11, allowing business and government time to
transition to new policies. This report asks whether the
cumulative effects of these policies has had sustained
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effects on that long-standing Canadian objective of
barrier-free access to the U.S. market. In particular, it
assesses whether the post-9/11 border environment has
taken a toll on Canada’s long-term economic interests.
This includes whether a more security-conscious border
has diluted some of the benefits of access to the U.S.
achieved under the Canada—U.S. free trade agreement.

While physical security is an important national goal,
this report does not examine directly whether post-9/11
border policies have improved security outcomes. Instead,
it provides a yardstick of economic costs against which
leaders and citizens can weigh security and other public
interest objectives. The intention is to help those respon-
sible for new or existing security programs to determine
how best to meet security and other goals while enhan-
cing efficiency aims.

This report is one of the most extensive analyses to date
of the economic effects of post-9/11 border security poli-
cies, combining a detailed quantitative analysis with the
results of almost 60 interviews. The analysis carefully
distinguishes, where possible, the effects of the post-9/11
border security environment from border problems that
existed before September 11, 2001, or that are independ-
ent of the effects of 9/11. Pragmatic recommendations
for Canadian policy-makers and business leaders flow
from this analysis. The report examines the implications
for goods, while future Conference Board research will
consider the repercussions of the post-9/11 security
environment for services and people movements.



CHAPTER 2

Setting the Context

Chapter Summary

+ Predictable, secure access to the U.S. market
raises Canadian living standards.

+ Secure access also matters because much
trade is time-sensitive and because the two
countries make goods using inputs from both
sides of the border.

+ Small increases in cross-border trading costs
can make it less attractive to invest in Canada
as a place from which to serve the North
American market.

WHY SECURING AND ENHANCING ACCESS
TO THE U.S. MATTERS

o understand the effect of the post-9/11 environ-

ment on Canadian interests, it is critical to under-

stand first the importance of access to the U.S.
market. Secure, predictable, barrier-free access to the
U.S. matters greatly for Canadians’ well-being. For one,
access to the U.S. provides Canada with far greater growth
prospects than if the country were confined to selling to
its relatively small domestic market. Goods exports to
the U.S., for example, accounted for about a quarter of

Canada’s gross domestic product in 2006.! The evidence
shows that access to the U.S. has substantially improved
Canadian living standards beyond what they would other-
wise have been. In particular, the Canada—U.S. free trade
agreement, though imperfect, improved access to each
other’s economies. As tariff barriers fell, manufacturing
plants increasingly specialized in certain parts of the pro-
duction process.? Canadian plants specialized in what
could be done most efficiently on the Canadian side of
the border and traded for goods that could be made more
efficiently in the U.S. Specialization, in turn, led to a
massive, permanent, long-term productivity increase,

translating into higher living standards for Canadians.3

1 This number is likely somewhat overstated because a) trade data
capture the total value of a good each time it crosses the border,
even if only a small amount of value was added since the last time
that good crossed the border; and b) statistics on Canadian exports
to the U.S. may inadvertently include goods shipped through the
U.S. to final destinations outside the U.S. For a larger discussion
of the accuracy of Canada’s trade statistics with the U.S. and the
rest of the world, see p. 6 in Danielle Goldfarb and Kip Beckman’s
Canada’s Changing Role in Global Supply Chains, International
Trade and Investment Centre (Ottawa: The Conference Board of
Canada, 2007).

2 John Baldwin and Wulong Gu, Responses to Trade Liberalization:
Changes in Product Diversification in Foreign- and Domestic-
controlled Plants, Micro-economic Analysis Division (Ottawa:
Statistics Canada, 2005).

3 Daniel Trefler, “The Long and Short of the Canada-U.S. Free Trade
Agreement,” American Economic Review, 94, 4 (2004), pp. 870-95.
Trefler finds that the agreement led to some short-term displace-
ment but significant longer term manufacturing productivity gains
for Canada.
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As well, large parts of Canada’s trade rely on secure,
predictable access to the U.S. economy. Many manufac-
turing industries manage their inventories using just-in-
time systems, in which, within hours of an order, inputs
or final goods made in Canada enter supply chains on the
U.S. side of the border or are delivered to U.S. customers.
Uncertainty at the border would force companies to carry
more inventory, reversing any increased competitiveness
of just-in-time logistics. Other Canadian exports, such
as fresh seafood from the Maritime provinces and fast-
decaying medical isotopes, are also highly exposed if
they can not get to their destinations quickly.

Goods often cross the horder repeatedly as value is added
at each production stage. Even small increases in border
security costs are magnified as paris cross the horder
multiple times.

Moreover, secure and predictable access is critical because
both countries make goods using inputs from the other,
often within the same company. Over one-third of Canada’s
2002 export value was import content,* most of it from
the U.S. And Canadian parts exports to the U.S. over the
last 15 years have moved up and down in concert with
final goods imports from the U.S. to Canada, with the
same holding true for the reverse.? For example, Ontario
can only increase its exports of cars if it simultaneously
increases its imports of car parts. So restricting materials
in either direction affects production on both sides.

And the Canada-U.S. border does not just provide access
to the U.S. market, but is also an important point of
access to the rest of the world. Major U.S. companies
are global, and Canadian exports to other destinations
such as Mexico often travel through the U.S., while U.S.
exports to destinations such as Europe travel through

Canada. Non-North American investors can use Canada
as a base to access the large North American market-
place. In sum, Canadian leaders appropriately place high
priority on securing and enhancing predictable access
to the U.S. market for numerous good reasons.

WHY SMALL CHANGES IN TRADING
COSTS MATTER

If post-9/11 security measures have imposed new costs
of border crossing, this could have important economic
consequences for Canada. Canada—U.S. trade is highly
sensitive to even small changes in the costs of trading
across the border for several reasons. For one, investors
will always be biased toward locating production in the
larger U.S. market rather than in Canada, particularly
if Canada’s access to that market is uncertain or imper-
fect.® So an increase in the cost of crossing the border
or any related uncertainty raises the cost of production
in Canada and exacerbates the bias toward investing in
the larger market.

Goods often cross the border repeatedly as value is added
at each production stage. Even small increases in border
barriers such as border security costs are magnified as
parts cross the border multiple times. This further magni-
fies the bias toward investing strictly in the larger market
rather than on both sides of the border to serve the North
American market.

Also, Canada and the U.S. trade similar types of goods
across their border, with over 70 per cent of our exports
and imports within the same industries.” This means that
goods are highly substitutable for each other. Though
some exports—natural resources products, for example—
can only be produced in Canada, many U.S. or globally
manufactured goods can substitute for Canadian ones.

4 Glen Hodgson and Anne Park Shannon, Mission Possible: Stellar
Canadian Performance in the Global Economy, The Canada Project,
Final Report, Volume | (Ottawa: The Conference Board of Canada,
2007), p. 16.

5 Danielle Goldfarb and Kip Beckman, Canada’s Changing Role in
Global Supply Chains, International Trade and Investment Centre
(Ottawa: The Conference Board of Canada, 2007).

6 Richard Harris, “FDI and FTA with Uncertain Market Access.” In
L. Eden and W. Dobson (Eds.), Governance, Multinationals and
Growth (Northampton, MA: Edward Elgar Publishers, 2005),
pp. 155-74.

7 Foreign Affairs and International Trade Canada, Seventh Annual
Report on Canada’s State of Trade: Trade Update—2006 (Ottawa:
June 2006), p. 45.



Moreover, Canadian companies face competitive pres-
sures beyond North America. The rise of large developing
countries such as China has led to intense global com-
petition. Added to this are pressures from the rapid appre-
ciation of the Canadian dollar over the last few years. In
such a highly competitive environment, company location
decisions may be sensitive to even small cost changes.

Small changes in border crossing costs might not change
decisions to buy inputs from a particular location in the
short term. Indeed, companies have other reasons for
locating in Canada (e.g., lower labour costs than in the
U.S., skilled workforce). Contracts are usually fixed for
several years, as well. But in such a highly competitive
global environment, sourcing and location decisions are
dynamic. Over the medium term, when contracts come
up for renegotiation, companies might decide to shift
production from one location to another or not locate
new plants in Canada.

If crossing the border becomes too costly or uncertain,
or is even perceived to be so, the advantages of locating
production in the smaller market to serve the larger one
disappear. This makes it harder for Canada to attract
investment, not only from the U.S. but also from other
countries. There are anecdotal reports that post-9/11,
some manufacturers have demanded that their parts pro-
ducers locate on the U.S. side of the border, closer to
product assembly. Producers can entirely avoid crossing

The Conference Board of Canada | 5

the border by making their complete product in the U.S.
and selling it in that large internal market or by moving
production somewhere else entirely. If producers were
previously sourcing from Canada, that was presumably
the location with the lowest input costs. Producing else-
where as a result of new border crossing costs signifies
that producers are willing to absorb higher input costs—
and reduced competitiveness—to avoid the reduction in
competitiveness they would have to absorb by crossing
the border.

In such a highly competitive global environment,
sourcing and location decisions are dynamic.

Small increases in border costs, therefore, can negatively
affect not only Canada’s trade performance but also its
investment results. Of course, the relative importance of
cost changes varies by industry (which will be explored
further later on). Given the importance for Canada of
securing predictable access to the U.S. market, and the
sensitivity of Canada—U.S. production to small changes
in costs of trading across the border, the way in which
the two countries approach security matters. Security
rules that reduce predictability and increase the costs
of crossing the border essentially dilute the potential
gains for Canada from operating in the North American
economic space.



CHAPTER 3

Effects of the

Post-9/11 Border Security
Environment on Trade Volumes

Chapter Summary

+ The Conference Board’s statistical analysis
shows that the post-9/11 border security
environment did not change Canada’s export
volumes to the U.S., holding all other factors
constant.

+ This was true even for the most border-
sensitive products and across individual
border crossings.

* The post-9/11 border security environment has
likely had no effect on import volumes either.

fter 9/11, Canada and the U.S. introduced a

number of new border security policies. These

included policies to separate pre-approved—
and therefore low-risk—cargo from unknown cargo and
to provide advance notice of shipment details before they
reached the border. (See box “The Alphabet Soup of
Post-9/11 Border Security Policies” for a brief descrip-
tion of the main policies.) New policies continue to be
introduced, including the U.S. initiative to require every-
one entering the U.S. from Canada to carry a passport
or other approved identification such as a FAST card.

This paper does not evaluate the effectiveness of each of
these policies, but instead looks at the cumulative effect
on trade of the post-9/11 border security environment. In
addition to explicit security policies, this “environment”
includes other elements such as infrastructure investments
and the behaviour of border officials.

After 9/11, Canada and the United States introduced a
number of new border security policies. But what has been
the actual cumulative effect of these policies on Canadian
economic Interests? What does this mean for Canada’s
future access to the U.S. market?

The image of trucks lined up for miles at the Canada—U.S.
border on September 11, 2001, fuels the perception that
post-9/11 border security policies have been harmful to
Canadian economic interests. But what has been the actual
cumulative effect of these policies on Canadian economic
interests? And what does this mean for Canada’s future
access to the U.S. market? This chapter examines the
effect on export and import volumes, while the next
chapters examine the effect on costs of trading.
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Since 9/11, the Canadian and U.S. governments have intro-
duced a number of new or modified programs. They include
(and are described below in greatly simplified form):

+ Free and Secure Trade (FAST): The umbrella term for the
voluntary Canadian and U.S. programs that are intended to
fast-track pre-approved cargo across the Canada-U.S. border.

+ Customs-Trade Partnership Against Terrorism (C-TPAT):
The prerequisite to join the U.S. version of FAST and import
into the U.S. The program requires securing all activities
along import supply chains. Companies undergo a security
audit by U.S. customs officials in order to qualify.

+ Customs Self-Assessment (CSA): One of the prerequisite
programs to be a FAST-approved importer into Canada.
Companies are risk-assessed, and then benefit from stream-
lined accounting and payment processes for all imported
goods. Canadian importers who are both CSA- and PIP-
approved (see below) qualify for FAST. By April 2007, only
21 importers had signed up for this program.

+ Partners in Protection (PIP): Another prerequisite program
to be a FAST-approved importer into Canada. PIP requires
importers to self-assess company security, including phys-
ical facilities and employees. Neither CSA nor PIP requires
an audit, unlike C-TPAT.

+ U.S. Food and Drug Administration (FDA) prior notice:
Importers must give FDA officials prior notice of two hours
for food imported into the U.S.

The Alphabet Soup of Post-9/11 Border Security Policies

+ Advance notice: The requirement to submit cargo manifests
one hour or more in advance of the shipment’s physical
arrival at the border, in order to conduct risk assessments
prior to arrival.

+ Automated Commercial Environment (ACE): This U.S. pro-
gram makes it mandatory to submit advance notice through
electronic notification (rather than fax) and standardizes
the process to require one set of data for all agencies.

+ Advance Commercial Information (ACI): This Canadian pro-
gram requires electronic submission of pre-arrival cargo
manifests to customs officials in advance. It is currently in
place for marine and air cargo and will be implemented for
rail and truck cargo by 2012.

+ Animal and Plant Health Inspection Service (APHIS) fee:
APHIS is a sub-unit of the U.S. Department of Agriculture.
In early 2007, APHIS started charging user fees for all boats
and planes entering the U.S. from Canada. The stated aim
is to recover the costs of increased inspection aimed at
preventing diseases and bioterrorism. As of June 2007,
APHIS will also collect user fees for inspections of com-
mercial trucks (US$5.25 per crossing or US$105 annually)
and rail cars (US$7.75 per crossing) entering the U.S. from
Canada. The fee will be integrated with existing U.S. customs
border crossing fees that are currently US$100 per truck
annually. The fee does not exclude FAST-approved loads.

+ Vehicle and Cargo Inspection System (VACIS): This is a
giant x-ray machine that aims to identify contraband, stow-
aways and weapons of mass destruction hidden in rail cars,
containers or truck trailers on both sides of the border.

EFFECT ON EXPORT VOLUMES

Following an explosion in Canada—U.S. trade over the
1990s, Canada’s real exports to the U.S. were essentially
flat in the post-2000 period. Was this lack of growth due
to post-9/11 security policies? The Conference Board
conducted an extensive statistical analysis to answer
this question. The detailed results and methodology are
published in a companion Conference Board technical
report by Michael Burt entitled Tighter Border Security

and Its Effect on Canadian Exports. In essence, the results
do not support the contention that post-9/11 security
policies have had either an immediate or a prolonged
effect on Canada’s export volumes to the United States.
Any changes in export volumes post-9/11 appear to be
due to factors other than the cumulative effect of border
security measures. This was true even for the most border-
sensitive of exports and at almost all border crossings.
(For more detail, see box “The Effect of Tighter Border
Security on Export Volumes: Statistical Analysis.”)
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The Effect of Tighter Border Security on Export Volumes: Statistical Analysis

In a separate technical analysis, The Conference Board of
Canada assessed whether the increased security that took
place after 9/11 has had either a temporary or lasting effect
on the flow of exports crossing land borders into the United
States from Canada. The analysis carefully isolated for the
effects of the post-9/11 border security environment on
export volumes rather than the effects of other factors, and
examined trade volumes from 1988-2005 on a quarterly basis.

The Board’s analysis accounted for the effects of conditions
particular to specific commaodities or regions. For example, to
assess the effect of border security policies on fish exports to
the U.S., the examination controlled for U.S. fish consump-
tion rather than a more general measure such as U.S. gross
domestic product. The Board’s estimation also excluded

the effects of price shifts, including the appreciation of the
Canadian dollar since 2003, ensuring that export changes
would reflect changes to volumes rather than inflation. This
contrasts with another study that found a negative effect of
post-9/11 security policies on Canada’s exports to the U.S.,
controlling for other factors. That study did not exclude the
effects of price shifts, controlled for general economic condi-
tions rather than commodity-specific conditions and used

a shorter time frame." Such research may therefore have
incorrectly attributed to post-9/11 security policies what are
in reality export changes due to inflation or conditions specific
to certain commodities or regions.

The Conference Board analysis is also more extensive than
previous research, analyzing the effects of post-9/11 security
policies on total export volumes, as well as the effects specific

1 Steven Globerman and Paul Storer, The Impacts of 9/11 on
Canada-U.S. Trade, Border Policy Research Institute, Research
Report #1 (Bellingham, WA: Western Washington University,
2006).

to major border crossings and major goods categories. In
some cases the analysis also examined exports by a specific
product category at a specific border crossing. (See Exhibit 1
for a map of the key border crossings and their relative export
volumes, and Table 1 for a listing of the top goods that cross
at the top five border crossings.)

The statistical analysis did not find evidence that tighter border
security measures had an effect on the volume of Canada’s
exports to the United States. For total exports, and at the level
of border crossings (with the exception of Fort Erie in Ontario),
there was no evidence of a significant temporary or sustained
decline in trade volumes due to the post-9/11 border environ-
ment. In the case of Fort Erie, subpar regional performance

in the U.S. Northeast appears to have contributed to reduced
trade volumes at that crossing point. Another contributing
factor was substitution away from Fort Erie in favour of other
border crossings in southern Ontario. However, these factors
cannot explain all of the reduction. It is therefore likely that
security measures are at least partially responsible for the
diminished traffic through Fort Erie.

For the examination of the effect of the post-9/11 border
security environment on specific products, the results sug-
gest that post-9/11 border security did not affect volumes of
any specific products. Interestingly, declines in television and
telecommunications equipment exports showed up as not
being explained by factors other than border security post-
9/11—and therefore one might conclude their volumes fell
as a result of border security post-9/11. However, the export
declines likely represent the effects of the tech bust and
subsequent global restructuring of the telecommunications
industry—two factors that could not be easily captured in our
model—rather than the effects of post-9/11 border security.
For more details, please see Tighter Border Security and Its
Effect on Canadian Exports by Michael Burt.




EFFECT ON IMPORT VOLUMES

We focus on export volumes and costs in this report
because this is the focus of public and media concern.
But given that Canada depends on imported U.S. parts
and other U.S. goods to maintain its living standards, it
is important to look at imports too. We started by doing
a similar analysis to the statistical analysis on exports
described earlier. That exercise did not result in a suf-
ficiently robust model as did the analysis of exports, so
any results would not be meaningful.

However, we may be able to infer the likely effects on
imports from our export results. We would expect any
effect of post-9/11 border security policies on imports
to show up through a major effect on export volumes,
and it does not. As well, several other studies have
found that if post-9/11 security policies had any nega-
tive trade effect, it was more pronounced on Canada’s
exports to the U.S. than on its imports from the U.S.!
Since we find no effect on export volumes, it seems
highly unlikely that we would find a negative effect
on imports. Therefore, we can tentatively infer that the
post-9/11 security environment has likely had no effect
on import volumes.
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Table 1

Total Exports at the Five Busiest Border Crossings, by Top Products, 2005

(per cent)

Windsor
Bridge Sarnia Fort Erie Lacolle Emerson

Auto parts 17 9.5 585 1.2 3.7
Autos 31.7 15.4 19.9 0.2 0
Fish 0.2 0.1 0 0.2 0.3
Inorganic chemicals 0.2 1.3 0.5 0.8 0.5
Lumber 0.2 1.3 1.0 2.8 2.2
Newsprint 0.5 2.0 11 3.7 1.9
Office machines 1.0 0.5 2.7 1.2 0.4
Organic chemicals 0.3 1.9 0.9 0.9 0.2
Other chemicals 0.8 1.3 1.1 1.3 0.4
Other paper 0.7 1.4 1.1 2.6 1.4
Rubber and plastics 2.3 5.0 3.7 2.5 2.8
Telecommunication
equipment 1.4 0.6 2.4 2.1 09
Other 43.7 59.7 60.1 80.5 85.3

Sources: The Conference Board of Canada; Statistics Canada.

1 For example, see Globerman and Storer.
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CHAPTER 4

Effects of the Post-9/11 Border
Security Environment on

Trade Costs and Benefits

Chapter Summary

+ For many companies, the costs of trad-
ing across the Canada-U.S. border have
increased as a result of the post-9/11 border
security environment.

+ Exporters dependent on access to the U.S.
have likely absorbed at least part of these
extra costs.

+ Some companies view the chance to be
fast-tracked across the border in exchange
for security improvements as a competitive
advantage, though the benefits are not yet
fully commensurate with the upfront costs.

+ Delays have been reduced from the immediate
post-9/11 period.

he previous chapter found that post-9/11 security

policies do not appear to have changed trade

volumes. But has the new security environment
imposed significant new costs of trading across the bor-
der, or, contrary to common wisdom, yielded significant
efficiency benefits?

To answer this question, the Board interviewed or sur-
veyed almost 60 Canadian companies and associations
that use the border regularly or whose members cross

regularly. (See box “Companies, Associations and Border
Officials Interviewed or Surveyed.”) These included
companies from different regions of the country and
from a cross-section of sectors, including autos, auto
parts, chemicals, forestry and paper, furniture, seafood,
household products, and rail and truck carriers. Select
government officials with border responsibilities were
also interviewed. The interviews took place over the fall
of 2006. They examined the effects of trading in both
directions, though interviewees were often more con-
cerned with southbound trade.

Evidence from these interviews and the Conference
Board’s empirical analysis referred to in the previous
chapter suggests that post-9/11 border security policies
have increased a number of costs of trading across the
Canada—U.S. border. Some interviewees reported that
the new policies carried important benefits, but that
these had not yet been fully realized.

Post-9/11 policies have not changed trade volumes,
but may have increased trade costs.

In this chapter, we first examine the direct costs and
benefits of complying with new security policies. Then
we examine indirect costs such as delays and changes
in trading behaviour.
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Companies, Associations and Border Officials Interviewed or Surveyed

The Conference Board of Canada wishes to thank the following organizations for taking the time to share their experiences

and perspectives:

COMPANIES

Bombardier

Cavalier Transportation Services Inc.
CN Rail

Cooke Aquaculture Inc.

CP Rail

DaimlerChrysler Canada Inc.
D.B. Kenney Fisheries Ltd.
Dow Chemical Canada Inc.
Erb Transportation Solutions Inc.
Ganong Chocolates

High Liner Foods Incorporated
IBM Canada Ltd.

Linamar Corporation

Magna International, Inc.
NorFalco Sales Inc.

NOVA Chemicals Corporation
Palliser Furniture Ltd.
Purolator Courier Ltd.

RAM Contract Carriers Ltd.

Reimer Express Lines Ltd.

Shell Chemicals Canada Ltd.
3M Canada

Tolko Industries Ltd.
Unilever Canada

West Fraser Timber Co. Ltd.
Yanke Group of Companies
ASSOCIATIONS AND OTHERS

Armstrong Trade and Logistics
Advisory Services Inc.

Automotive Parts Manufacturers’
Association

Bridge and Tunnel Operators
Association

British Columbia Trucking Association
Canadian Chamber of Commerce

Canadian Chemical Producers’
Association

Canadian Council of Chief Executives
Canadian Manufacturers & Exporters
Canadian Society of Customs Brokers
Canadian Trucking Alliance

Can-Am Border Trade Alliance

Canola Council of Canada

Forest Products Association of Canada
Niagara Falls Bridge Commission
Ontario Chamber of Commerce

Ontario Trucking Association

Original Equipment Suppliers Association
Railway Association of Canada

Sarnia and Lambton Chamber
of Commerce

Windsor Chamber of Commerce
GOVERNMENT OFFICIALS

Blue Water Bridge Authority
Buffalo-Fort Erie Public Bridge Authority
Canada Border Services Agency
Canadian Consulate (Buffalo)

Canadian Consulate (Detroit)

Department of Foreign Affairs
and International Trade

Ontario Ministry of Economic
Development and Trade

Public Safety and Emergency
Preparedness Canada

Transport Canada

DIRECT COSTS OF POST-9/11
SECURITY CHANGES

What are the direct costs of meeting post-9/11 security
measures, and how significant are they? Many companies
reported these costs were high, while some large com-
panies reported they were only marginal. Out of 22 com-
panies that fully answered this question, 15 reported
overall cost increases that they believed were a result

of the post-9/11 security environment. These included
production, freight or transportation cost increases. Nine
companies out of 22 reported cost increases due directly
to complying with border security policies. Companies
incur transportation and freight insurance costs every
time they cross a border. By contrast, many policy com-
pliance costs are one-time or infrequent costs such as
security assessments.



Of the 15 companies that reported overall cost increases
due to the post-9/11 border security measures, 13 reported
arise in transportation costs, 10 reported a rise in freight
insurance costs, and three reported a rise in production
costs. Improvements to infrastructure and staffing at the
border since the interviews were conducted in the fall
of 2006 may mitigate some of these costs.

Some companies voluntarily increased their direct policy
compliance costs by meeting extra security requirements
to qualify for the programs that fast-track their cargo
across the border. (See box “One Company’s Investments
to Qualify for Faster Border Clearance.”) The Free and
Secure Trade, or FAST, program and its component pro-
grams have the laudable policy goal of separating and
fast-tracking pre-approved, low-risk cargo. This enables
border officials to focus on unknown-risk traffic. To
qualify for these programs, importers are responsible for
securing their supply chains. The interviews suggested that
most large importers exert pressure on their suppliers and
truck drivers to be compliant as well, or lose their business.

HOW SIGNIFICANT ARE THE COSTS TO

PARTICULAR INDUSTRIES?

Unfortunately, most companies were not able or willing
to divulge specific estimates of the cost effects of the
post-9/11 policies. We are therefore not able to provide
a comprehensive assessment of the relative costs by indus-
try. We can, however, draw from the interviews and
other data sources to put together a tentative picture

of those industries likely to be most affected.

To start, some companies said that the enrolment and
compliance requirements for programs to fast-track cargo
across the border were not overly onerous. Others—
particularly those that carry higher-risk materials across
the border—estimated that their transportation costs had
increased by about one-quarter. Transportation costs are
often a small component of overall costs. However, some
interviewees noted that their relative importance in invest-
ment decisions has increased due to higher security
compliance measures and costs.
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One Company’s Investments to Qualify for Faster Border Clearance

Companies must make security investments to qualify for programs that

aim to fast-track goods across the border. One company interviewed by The

Conference Board of Canada undertook the following changes:

Purchased new technology

Retrained staff

Assessed security requirements

Upgraded the employee and visitor ID system

Prepared a procedure manual for conforming to new border programs

Developed an employee awareness program

Upgraded existing exterior lighting

Upgraded or installed closed-circuit television capabilities

Repaired faulty access control (e.g., better locks)

Created new fencing

Created a restricted area for drivers that did not allow them access to

the plant

Improved surveillance

+ Hired a third-party security consultant to audit plants and third-party ware-
houses to ensure each location would comply with customs requirements

® 6 6 6 6 6 6 0 0 o o

*

Most Canadian companies we interviewed said they had
to internalize the extra costs. This is because they com-
pete directly with U.S. manufacturers that can choose to
locate their production entirely within the U.S. market
and not face border-crossing costs at all. So companies
can not pass on higher prices to their consumers to off-
set the new costs or they will lose business. The costs,
therefore, hit Canadian companies’ profit margins directly.
The costs appear to be borne in part by manufacturers and
in part by their carriers.

Canadian companies have had to internalize the extra
costs of post-9/11 border security changes, reducing
their profit margins.

To get a better sense of how important these costs are,
we took a brief look at the trucking industry, one of the
industries that is likely to be most affected by border
policies. Profit margins for trucking companies have
generally been healthy over the past number of years, but
these margins primarily reflect trucking within Canada
rather than isolating for the effect of cross-border truck-
ing activity.
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To calculate the cost effect on the portion of transborder
activity, we take Statistics Canada data on trucks for hire,
combined with Transport Canada data on the share of
trucking revenue from transborder activity. Transport
Canada also estimated in a 2005 study that the annual
costs for the trucking industry of U.S. border security
measures ranged from $179 million to $406 million.!
We assume that the middle of this range is a reasonable
cost estimate. Applying the share of trucks for hire and
the share of trucking revenue from transborder activity
to revenue data from Statistics Canada reveals that the
costs of the new border security environment may be
equivalent to about 2 per cent of transborder trucking
revenues, or about 1 per cent of total trucking revenues.
This could be a bit of an overestimate since delays are
a key cost factor in Transport Canada’s estimate, and as
the next section will describe, delays have fallen since
that study was completed. Other changes to revenue,
such as the appreciation of the Canadian dollar, may play
a bigger role. Even so, assuming that truckers must absorb
a large part of the post-9/11 border security costs them-
selves, this could still be quite important because aver-
age profit margins in the trucking industry ranged from
5 to 8 per cent in the post-2000 period. Even small cost
changes could have large effects on behaviour, includ-
ing where to place future investment, as we discussed
earlier. Deeper analysis would need to confirm this
tentative result.

The costs of the new horder security environment may
be equivalent to about 2 per cent of transhorder trucking
revenues.

Beyond trucking, the costs of crossing the border are not
uniform across other industries. For example, border-
crossing costs appear to be higher for food-exporting
companies than for others. (See box “Food Exporters
Face a ‘Deeper’ Border.”) Some industries also seem
likelier to be hurt more than others because of increased
costs of crossing the border. (See box “Industries Most
Likely To Be Hurt by Post-9/11 Trading Costs.”)

1 DAMF Consultants Inc. and L-P Tardif and Associates Inc., The
Cumulative Impact of U.S. Import Compliance Programs at the
Canada/U.S. Land Border on the Canadian Trucking Industry
(Ottawa: Transport Canada, 2005).

Food Exporters Face a “Deeper” Border

Food-exporting companies may bear higher costs of crossing
the border than others in the current border environment.
For instance, requirements to notify border officials of
impending shipments two hours in advance (compared
with one hour in advance for non-agricultural shipments)
have imposed an extra cost on Nova Scotia and New
Brunswick fish and seafood exporters that provide fresh
fish to Boston.

Another factor food exporters face—one which existed
prior to 9/11—is that U.S. Food and Drug Administration
inspectors only work daytime hours. This requires food
exporters to reschedule loads for daytime hours only. This
rescheduling can add costs and service delays both to food
shipments—many which are perishable and therefore
time-sensitive—and to all other freight on those loads.

Agricultural product exporters—or their carriers—also
characterize the border as “deep.” What they mean is that
truckers carrying agricultural products must see multiple
agencies at the border. For example, carriers of meat prod-
ucts crossing from Canada to the U.S. must report to U.S.
customs officials, the U.S. Department of Agriculture and
the U.S. Food and Drug Administration. There are few links
between these agencies in their operations at the border.
This sometimes results in major delays and fines when
agencies misplace paperwork, drivers hand paperwork in
to the wrong agency, or the carrier forgets to report to one
of the agencies. Interviewees report that border officials do
not inform drivers that they need to report to other agen-
cies. The decision to cross-authorize customs officials to
inspect and release certain agricultural goods likely miti-
gates these problems. However, this does not yet apply

to all goods.

In principle, there may be a rationale for food exporters hav-
ing to conform to different standards, since food products
have greater potential to harbour diseases and carry differ-
ent risks than do some other types of traded goods. How-
ever, it does not make sense to have higher costs without
greater safety or security gains. Greater coordination
between agencies at the border—and allowing drivers to
report to one border official who can address all three
agency concerns—would better meet both safety and
efficiency objectives.




Industries Most Likely To Be Hurt by Post-9/11
Trading Costs

Which companies are most likely to be hit hardest by

post-9/11 costs of trading across the border? Which are

those where small increases in costs might swing import-

ant future location decisions? We rank the following goods

exports categories (at the NAICS 4-digit level) as most

likely to be at risk if the post-9/11 security environment

makes it more uncertain or onerous to cross the border.

Our criteria are export intensity (export volumes as a share

of shipments) and truck transportation dependency.! We

also exclude those activities that are linked to raw materials

extraction and are unlikely to be mobile.

1. Motor Vehicle Manufacturing

2. Basic Chemical Manufacturing

3. Computer and Peripheral Equipment Manufacturing

4. Resin, Synthetic Rubber, and Artificial and Synthetic
Fibre Manufacturing

. Rubber Product Manufacturing

. Seafood Product Preparation and Packaging

7. Electrical Equipment and Component Manufacturing

oD o1

1 Ideally, we might use company and sector profit margins.
Unfortunately, it is not easy to isolate the effects on profit
margins resulting from cross-border activities only.

BENEFITS OF COMPLYING WITH POST-9/11
SECURITY CHANGES

Are the costs of complying with these programs com-
mensurate with the resulting efficiency benefits? The
programs’ aims are to secure supply chains and fast-
track cargo across the border. Some companies said
they joined to reap the expected benefit of being able to
fast-track their cargo. Many, however, mentioned that
they enrolled in the programs primarily to protect their
competitive positions. One company, in particular, joins
“all security programs available in order to have [its]
profile known to Customs,” noting that “in the event of
another 9/11 incident, only true security partners will be
allowed to resume their cross-border activities and will
be the first in line.” In other words, companies enrol in
these programs as insurance policies in the event of a
major border disruption.
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COMPLIANCE AS A COMPETITIVE ADVANTAGE

Some companies reported that they experienced
improved efficiency and competitiveness from changes
they made to comply with new security requirements.
Others reported that complying with FAST requirements
has led to improved internal systems, including signifi-
cant savings on back-office processing costs. And others
told the Conference Board that requirements to pre-notify
border officials of their arrival have made the border
process more efficient. Some companies also told the
Conference Board that in areas where FAST works, it
works well. They cited the Blue Water Bridge at Sarnia,
Ontario, for example, as one such border crossing. Border
officials also treat FAST drivers as trusted security part-
ners, companies reported.

THE FAST LANE IS SOMETIMES AS SLOW AS

THE REGULAR LANE

Many reported that the FAST program has failed to con-
sistently meet its stated aims of getting pre-approved
cargo quickly across the border. Where FAST works,

it works well, but does not do so consistently at some
border crossings and at peak hours. A number of inter-
viewees reported that truckers often use non-FAST lines
even if they are FAST-certified. This is because FAST
lanes are not available at all border crossings or are some-
times not any faster than non-FAST lanes. A number of
interviewees also reported that the FAST lanes did not
work well, in particular at the Ambassador Bridge and
at the Queenston-Lewiston crossings in Ontario.

Where FAST works, it works well, but does not do so con-
sistently at some horder crossings and at peak hours.

If congestion leading up to the border crossing extends
beyond the start of the FAST lane, FAST-certified drivers
and trucks must wait in the same volume of traffic as
those that are not FAST-certified, nullifying the benefits
of these programs. Interviewees cited lack of infrastruc-
ture on the Canadian side of the border and not enough
Canadian customs officials as weak links in the process.
Some of the benefits of the program can not be realized
given the current state of infrastructure, they noted.
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After Conference Board interviews had been com-
pleted, however, governments made a number of infra-
structure improvements, such as adding a fifth lane at
the Queenston—Lewiston crossing, new booths at the
Ambassador Bridge and new truck lanes at the Peace
Bridge. These changes, combined with moving to
electronic rather than paper documents, will hopefully
ensure the costs of investing in FAST are more in line
with the actual benefits in the future.

Another reason FAST may not yet be meeting its intended
objectives is that the U.S. and Canadian programs that
are requirements to get into FAST and were supposed to
be harmonized are not actually harmonized. This means
that companies that want to ship their goods through
FAST in both directions must meet two different sets of
requirements. There does not appear to be a compelling
policy reason for two different programs given that the
two countries presumably are aiming to meet the same
policy objectives of improving both security and effi-
ciency. Government efforts to harmonize these programs
are underway.

INDIRECT COSTS OF THE POST-9/11
BORDER SECURITY ENVIRONMENT

In addition to the direct costs of complying with new
border security policies, companies may have to deal
with more indirect costs as a result of the new border
security environment.

COSTS OF BORDER-CROSSING DELAYS

Delays and the associated uncertainty can be costly. Time
spent delayed at the border is time spent not driving, thus
increasing transportation costs. Delays force companies
to build in large buffer times between loads. Companies
may also carry higher inventories as a buffer against
delays, which cancels out the increased competitiveness
just-in-time logistics provide. Delays may also render
products useless, as in the case of fresh fish exports.
Delays raise costs not only once, but each time an item
crosses a border.

The public perception is that delays at the border are
common post-9/11. A number of earlier studies reported
increased delays in the post-9/11 period, and a Transport
Canada 2005 study found that border delays were the

costliest element of complying with border policies.?

To evaluate delays due to post-9/11 border security
policies, this report combines evidence from interviews
and data on border wait times.> Again, we try to separate
out delays due to post-9/11 security policies from border
congestion that was a problem long before 9/11. Delays, in
this report, include anything that delays shipments, such
as border lineups and inspections. Interviewees noted
that significant delays were a feature of cross-border
trade in the 2001-04 period. However, a number noted
that, by mid-2006, delays had been drastically reduced.

Delays raise costs not only once, but each time an
item crosses a border.

Delays that remain are reportedly worse for travel into
the U.S. than into Canada, though a number of inter-
viewees pointed to a lack of Canadian customs officials,
particularly during early morning shifts, as being a
problem, along with the lack of clarity regarding their
mandate: security versus duty and data collection. Delays
were also reportedly worse for Ontario border crossings—
where the majority of trade crosses (see Exhibit 1 for a
map of border crossings)—than for other locations, though
interviewees also noted that a lack of U.S. customs offi-
cials created congestion problems at some crossings in
British Columbia and Manitoba. Some respondents
noted that variability in delays was still a problem.

April 2007 data on border-crossing wait times for regu-
lar (non-FAST) lanes from the Canada Border Services
Agency show that there were few delays in either direc-
tion that month. The exception was during rush hours in

2 Transport Canada (2005).

3 The Conference Board’s statistical analysis of the effects of the
post-9/11 security environment on export volumes referred to above
would not capture delays directly. This is because the analysis
used quarterly data, which would not distinguish between exports
that arrived on time and those that arrived hours or days later than
scheduled—as long as they arrived within the same quarter.



both directions, though more so into the U.S. Even then,
rush hour delays were generally less than 30 minutes for
most crossings. The Blue Water, Peace and Ambassador
bridges in Ontario occasionally had delays as long as
60 minutes crossing into the U.S. So the most recent
data confirm that delays for non-FAST lanes are not
problematic most of the time, but are still problematic
at peak times and at some border crossings.

Why Fewer Delays Overall?

Some interviewees said delays have dropped because
truck volumes are only now reaching pre-9/11 levels.
But as the Conference Board’s companion statistical
analysis to this report (Tighter Border Security and Its
Effect on Canadian Exports) found, truck volumes have
been flat due to reasons such as the auto sector slowdown
rather than border security policies. Since truck volumes
were essentially flat during 2002 and 2003 when delays
were common and continue to be flat when delays are
less common, truck volumes alone do not seem to explain
why delays are less common.

Interviewees suggested that delays are less common
because of physical infrastructure improvements such as
seven additional U.S. inspection booths at the Ambassador
Bridge in Windsor; new access lanes at the Blue Water
Bridge in Sarnia, Ontario; an additional lane at Queenston—
Lewiston at Niagara Falls, Ontario; and a new bridge
being built at St. Stephen, New Brunswick. They also
noted that more border agents and new border policies
post-9/11 contributed to the delay reduction.

Contrary to perception, long horder delays are not a
serious problem at most crossings. Moreover, by 2007,
delays fell relative to the immediate post-9/11 period.

However, delays could be down for more negative rea-
sons. There is strong evidence from both our statistical
analysis and our interviews that due to post-9/11 policies,
trucks have shifted away from their preferred crossings
to other border crossings. They are also crossing at dif-
ferent times than what they previously considered opti-
mal. We explore further the evidence and consequences
of this later in this report.
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Overall then, contrary to perception, long border delays
are not a serious problem at most crossings. Moreover,
by 2007, delays fell relative to the immediate post-9/11
period, and for both positive and negative reasons. Delays
may be even less of a problem once the move to elec-
tronic processing of border documents is fully operational,
as some interviewees pointed out.

COSTS OF CHANGED DELIVERY PATTERNS

The evidence suggests that while companies have not
yet changed their trade volumes, the way they go about
trading may have changed. In anticipation of another
terrorist attack, or unpredictability at the border, some
companies have established warehouses on the U.S.
side of the border in addition to storing inventory on the
Canadian side. This nullifies the benefits of just-in-time
inventory management, a system that allows companies
to ship goods just before they are needed and keep
inventories and related costs low.

Some companies are also incurring extra costs to ship
goods well ahead of time to guarantee their on-time
arrival. Other changes include drivers refusing to take
on cross-border routes or charging a premium for cross-
border routes. Other companies have started charging
“empty mile rates,” that is, for the cost of driving an
empty or partially empty truck across the border to get
a U.S. shipment and return it to Canada. According

to interviewees, these practices were common prior to
the Canada—U.S. free trade agreement, but virtually
disappeared after the signing of that agreement only to
re-emerge in the post-9/11 period.

As well, as noted earlier, many truckers are shifting their
cargo from their previously favoured border crossing to
another crossing, or from a particular crossing time to
an off-peak time, or from shipping by truck to shipping
by rail. These could represent losses of efficiency if
truckers are now crossing at a less optimal crossing
than previously. Truckers also spend increased time
idling to ensure they allow at least one-hour advance
notice for their cargo manifest to arrive at the border
before the goods themselves arrive.
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As our interviews were conducted in the fall of 2006, it
is possible that improvements since then have reduced
these less efficient trading behaviours, thereby mitigat-
ing the indirect costs as a result of the post-9/11 border
security environment.

COSTS OF MOVING POLICY TARGETS

AND UNCERTAINTY

A further cost results from the tendency of governments
to announce new border security policies and then change
or add to them. This has been a feature of much border
security policy-making in the post-9/11 period. As one
interviewee noted, “Just when you thought that you
understood the requirements and are in compliance, the
bar gets raised.” The number of policy changes in such
a short period of time makes training and compliance
difficult.

For example, carriers and shippers that have already
made large investments in FAST and the advance notifi-
cation rules in order to be fast-tracked across the border,
now face new U.S. Department of Agriculture border-
crossing fees. (See APHIS fee discussion in box “The
Alphabet Soup of Post-9/11 Border Security Policies.”)
This means that they are subject to the same set of rules
as those who have not been pre-approved. Companies
will be less inclined to invest in fast-tracking programs
if they know they may not see significant benefits.

This policy-layering creates uncertainty. As discussed
earlier, uncertainty is more problematic for time-sensitive
Canada—U.S. trade than are known costs or delays. It also
penalizes those who moved early to comply with new

rules or to undertake extra security measures to qualify
for border fast-tracking. Policy-makers aiming to
improve both security and efficiency would presumably
want to reward rather than penalize these early adapters.

Border officials add further uncertainty with what inter-
viewees called inconsistent treatment at different border
crossings. Interviewees noted that “the border is more
inconsistent” post-9/11. They said that rules are incon-
sistently applied, with differences at different border
crossings. This makes it difficult for companies to train
drivers and staff.

Companies will be less inclined to invest in fast-
tracking programs if they know they may not see
significant benefits.

Another key uncertainty raised as a major concern for
many interviewees across a variety of sectors was the
question of what would happen if another significant
attack or other event causes a major border disruption.
Some businesses told us that they lack confidence that
investments they make in securing their supply chains
under FAST or meeting other security requirements will
pay off, though the U.S. has announced that those who
are FAST- and NEXUS-approved will continue to cross
the border in the event of another border closure.

These types of uncertainties impose more significant costs
on goods that depend on predictable, secure market access.



CHAPTER 5

Policy and Business Implications

Chapter Summary

+ In time, higher border costs could lead com-
panies to locate in the U.S. instead of Canada.

+ Conversely, with the right investments, Canada
could position itself as a preferred point of
access to North America.

+ (Canadian governments should mitigate costs
by, among other actions, investing to ensure
FAST delivers full benefits and minimizing new
border rules.

+ Businesses should view new costs as oppor-
tunities and establish plans for sensitive supply-
chain elements in the event of an attack.

ost-9/11 border security measures have not

affected export volumes directly; delays have

declined; and some companies view the new
border security policies as a source of competitive
advantage, making border crossing smoother. But the
evidence also clearly demonstrates that a number of
companies have changed the way they go about trading
and are bearing important new costs of trading across
the border. Companies that need to get their goods to
market appear to be doing whatever they must to do so,
at higher cost and, therefore, reduced margins. Some of
these costs are one-time; others are ongoing.

Policies have been layered on top of one another, creat-
ing uncertainty. Any uncertainty is a real disadvantage
for Canada, which must overcome the natural bias for
companies to invest in the much larger U.S. market.
Governments can mitigate any policy-induced uncertainty,
but may not be able to entirely eliminate the uncertainty
associated with what might happen in the event of another
attack. Some uncertainty was perhaps understandable in
the first few years of transition post-9/11, as authorities
needed to see what works and what does not. But enough
time has elapsed since 9/11 that this transition period
should be over, and authorities should be able to provide
a stable and consistent border environment.

Any uncertainty is a real disadvantage for Canada, which
must overcome the natural hias for companies to invest
in the much larger U.S. market.

REACHING A TIPPING POINT?

WILL INVESTMENT SHIFT AWAY FROM CANADA?

One could argue that if export volumes have not changed,
these new trade costs must be relatively unimportant. But
we do not know which investors have already decided
not to make new investments in Canada due to higher
border costs. As well, contracts are fixed in the short-
to medium-term. For example, auto companies usually
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sign five-year contracts with their suppliers. So the impli-
cations of a cost increase would only kick in at the end
of the contract cycle. At that time, companies sourcing
or investing in Canada would decide whether these new
costs are sufficiently high to tip their decision toward
sourcing or investing elsewhere.

This scenario is even more likely in the current economic
environment where new and challenging competitive
pressures have emerged post-9/11. Specifically, compe-
tition from large, rapidly growing developing countries
in industries in which Canada has had a comparative
advantage in the past is putting significant downward
pressures on prices and margins. Obvious examples

of these industries are pulp and paper, wood products,
furniture, autos and auto parts, and telecommunication
manufacturing products. Added to this new competitive
landscape is the more than 40 per cent appreciation in
the Canadian dollar vis-a-vis the U.S. dollar since 2003.
For export-intensive industries, this currency apprecia-
tion reduces their revenues in Canadian dollars since
their main competitors are in the U.S. market.

Even small increases in the costs of accessing the U.S.
market could tip the balance away from investing in
Canada, as discussed earlier. Further, small and medium-
sized businesses may shy away from growth opportun-
ities in the U.S. market due to the post-9/11 border
security environment. These costs may offset some

of the benefits of increased access to the U.S. market
under the Canada—-U.S. free trade agreement. They
could dilute the potential benefits for Canada from
operating in the North American economic space.

Given the long-term horizons for investment decisions,
we may not yet have observed the full economic repercus-
sions of the post-9/11 border security environment.

... OR CAN CANADIAN LEADERS SEIZE THIS

AS AN OPPORTUNITY?

Canadians—and Americans—benefit from a border that
effectively catches criminals while facilitating legitimate
activities. Canadian leaders could seize the new border
environment and security imperatives as opportunities
to make Canada a seamless, secure, and possibly pre-
ferred, point of access to North America and the world.

The right public and private border security investments
have the potential to increase, rather than decrease, the
efficiency of cross-border movements. Moreover, by
improving security, leaders reinforce economic interests,
which thrive in a stable, secure operating environment.

What Government Leaders Should Do

To allow companies to minimize trading costs and
maximize economic and security benefits of the new
border environment, Canadian governments should:

Provide one-stop access and act as information brokers:
Deciphering the alphabet soup of different new border
programs, their requirements and their connections with
each other is not easy, particularly for smaller companies.
One Canadian government contact point should be respon-
sible for liaising with industry on customs compliance
and security issues. Post-9/11 border security programs
and their relationships with each other are not easy to
understand, and new programs come into play regularly.
The government contact point should be responsible for
identifying, listing and explaining all current and upcom-
ing federal, provincial and state requirements for border
crossing and trading between Canada and the U.S. As
far as this author can determine, no such list exists. This
information broker role is critical to create predictability
and to help companies—particularly smaller ones—adapt
to the changed environment.

It is critical to create predictability to help companies
adapt to the changed environment.

Ottawa should also work with the U.S. to ensure that
truck drivers need only report to one border official
who can address rules for multiple agencies. U.S. cus-
toms officials can already inspect and release certain
agricultural goods under the U.S. Bio-Terrorism Act,
so this change would simply extend that provision.
Ensuring a more coordinated response would better
meet both safety and efficiency objectives and prevent
lost trade due to, for example, food spoilage.



Enable FAST to deliver benefits commensurate with costs: In
principle, the post-9/11 border security programs to pre-
approve and fast-track low-risk cargo should improve both
efficiency and security outcomes. In practice, FAST does
not yet seem to deliver fully on either front. The poten-
tial is there, however. To get companies to enrol in the
face of large upfront costs, governments must ensure
companies can reap benefits as soon as possible.

This means harmonizing or mutually recognizing Canadian
and U.S. FAST program requirements, investing in infra-
structure to avoid congestion in the approaches to the
FAST lanes, and possibly creating a FAST-only border
crossing. A joint Canada—U.S. working group is working
toward making these programs more compatible. Govern-
ments in jurisdictions that gain more from cross-border
trade should arguably bear greater costs for infrastruc-
ture investments.

Provide adequate resources on the Canadian side: The
common perception is that U.S. security policies are
responsible for any cross-border cost increases. But
the Conference Board’s interviews demonstrated that
there are a number of contributing factors within full
Canadian control. For one, Ottawa should address the
lack of Canadian customs officials during early morning
shifts, a key contributor to delays. For another, Ottawa
and the affected provinces need to provide adequate
resources—leveraging private sector funds as well—to
build an additional crossing at Windsor—Detroit.

Take the pressure off the border: Policy-makers should
take a hard look at what activities absolutely must take
place at the border, what activities can take place at
first entry into North America or before getting to the
border, and what activities do not need to take place at
all. The focus should be on attaining security and effi-
ciency goals, not on the border as an end point. After
all, the point is not to make the border more secure, but
to make Canadian and American societies more secure
and prosperous. The border itself may not be the most
efficient or appropriate place to best meet these goals.
For example, U.S. officials could be stationed on the
Canadian side of the border and pre-clear goods for
entry to the U.S. (While this is mandated in the Security
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and Prosperity Partnership, at the beginning of May 2007,
the U.S. Department of Homeland Security broke off
talks regarding moving U.S. customs officials to Canadian
soil at the Peace Bridge linking Ontario and New York.)
Canada and the U.S. might also increase their joint work
to more thoroughly scrutinize cargo at entry points into
North America. The two countries could then institute

a more random or intelligence-based check for non-
pre-approved cargo at the Canada—U.S. border.

Duties are no longer a relevant element of industrial policy,
particularly as goods are increasingly complex with parts
from multiple countries.

Canada might also eliminate some border functions and
non-security related trade obstacles. For example, why
continue to have companies and government spend time
and energy determining if duties need to be paid and
having border officials collecting duties? Though the
Canada—U.S. free trade agreement eliminated most duties
between Canada and the U.S., duties still exist on goods
from other countries, requiring a statement of the good’s
origin at the border to determine whether it qualifies for
duty-free treatment. Duties are no longer an important
source of government revenue nor a relevant element of
industrial policy, particularly as goods are increasingly
complex with parts from multiple countries. Import
duties on inputs used by Canadian companies penalize
company competitiveness.

Canada might also mitigate the effects of border security
costs by eliminating regulatory differences between
Canada and the U.S. where regulatory goals are similar,
an initiative that is part of the Security and Prosperity
Partnership. Such differences add complexity to manufac-
turing without leading to better public interest outcomes.

Minimize new or layered rules and uncertainty: Canada
should limit the introduction of new border security
rules to ones where the expected security benefit justi-
fies the economic, social and other costs. Ottawa should
encourage Washington to do the same. This includes
working to eliminate or reduce new U.S. border-crossing
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charges that are used to fund inspection of agriculture
but are charged on all companies that cross the border,
including companies that have invested in the prerequi-
site programs for FAST.

Ideally, Canada and the U.S. should coordinate or
mutually recognize any existing and new policies,
except in areas where policy goals differ between the
two countries. Canada should work with the U.S. to
minimize the complexity and layering of border poli-
cies, and to effectively make use of technology to sim-
plify policy compliance. Governments should ensure
that companies that joined border programs early on
can transfer their eligibility to any new systems. Policies
should be transparent and announced long in advance
of implementation.

Offset border uncertainty: Canada’s government should
adopt non-border-related policies that could improve
the competitiveness of Canadian companies in order
to mitigate any disadvantages created by perceived or
actual increased costs of access to the U.S.

Prepare for the possibility of another 9/11: Federal, provin-
cial and municipal officials, as well as their U.S. counter-
parts, should have a clear plan for border resumption and
priority-setting in the event of another catastrophic event.
This plan should be clearly communicated to compan-
ies that cross the border.

What Business Leaders Should Do
To minimize trading costs and maximize economic bene-
fits of the new border environment, business leaders should:

Accept some cost increase as the price for market access:
The reality is that businesses today must make security
investments to participate in the U.S. market. And it may
be appropriate for them to incur some increased cost if
it ensures them better access to that market. Of course,
businesses should not invest in security at all costs.

View the new border environment as an opportunity: Some
companies are successfully using the new border security
requirements to reduce waste and costs, improve security,
and establish themselves as trusted partners in the eyes
of border officials. In their view, these investments have
given them more predictable access to the U.S. market
and improved their competitive position.

Consider carefully whether to wait for FAST henefits or get
pre-approved: Benefits have not fully materialized for
these programs and upfront costs are high, especially
for smaller companies. But not getting pre-approved
could jeopardize a company’s competitive position over
the long term. Smaller businesses might want to wait
until benefits are truly commensurate with costs.

Develop a plan in the event of another attack: Companies
should establish flexible contingency plans for the most
sensitive elements of their supply chains, to ensure they
can respond quickly to a wide range of threats. The plan
should take into account the reality that the government
may not have such a well-defined plan.

The reality is that businesses today must make security
investments to participate in the U.S. market.

With suitable investments of the sort described here,
border crossing could conceivably be smoother and more
secure than it might otherwise be, allowing Canada and
its companies to position itself as an attractive place for
the world to enter North America. Without such invest-
ments, border crossing could become more costly and
unpredictable, eating away at the competitiveness of
Canadian companies over time and tipping the balance
away from investment in Canada.



CHAPTER 6

Conclusions

Chapter Summary

+ The post-9/11 border security environment
has not reduced Canadian exports to the U.S.
or led to delays in recent years.

+ However, the new environment has increased
the cost of access to the U.S. market and to
some degree changed the way companies trade
across the border, which could reduce invest-
ment in Canada aimed at serving the U.S.
market.

+ With appropriate public and private invest-
ments, Canada could maximize the economic
and security benefits of the post-9/11 border
reality.

his analysis demonstrates that the post-9/11
border security environment did not affect
Canadian export volumes to the U.S. and
that delays are reduced. Other studies that have found
important export effects or delays may have incorrectly
attributed to post-9/11 policies what should have been
attributed to other factors.

It is clear, however, that the post-9/11 border security
environment has changed the way many companies go
about trading across the border. Companies are bearing
important new costs of cross-border trade, ranging from
the direct costs of complying with new policies, to more

indirect costs such as greater uncertainty, to operating
warehouses on both sides of the border. Companies that
need to get their goods to market appear to be doing
whatever they must to do so.

In the highly competitive global operating environment,
even small new bhorder costs can have important negative
economic consequences.

This new border security environment poses challenges
for a country like Canada. Investors will, all else being
equal, tend toward locating production in the larger U.S.
market. If new border-crossing costs make access to the
U.S. market more difficult, this tendency will be height-
ened. In the short term, there may be no effect on exports,
but as contracts expire and companies consider new
investments, these new costs will factor into longer-
term decisions to source from and invest in Canada. In
the highly competitive global operating environment,
even small new border costs can have important negative
economic consequences, and could dilute some of the
benefits for Canada of operating in the North American
economic space. It is important to recall that this com-
petitive environment is stiffer than ever given the high
Canadian dollar and the new competition firms face
from rapidly growing, large, developing countries.

The new border security environment also offers oppor-
tunities for Canada. Programs to separate pre-approved
and trusted cargo from unknown-risk cargo can be
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powerful tools to improve both security and efficiency.
Where FAST works, it works well, and some companies
view it as a competitive advantage that has allowed them
to reduce waste and be recognized as trusted security
partners at the border. But these programs are not fully
realizing their benefits. Interviewees told us that FAST-
approved drivers often elect to use regular lanes, for
example. If FAST programs were implemented effect-
ively across all border crossings, Canada could become
a more attractive place for global companies to access
North America.

To enable secure, predictable access to the U.S. market,
Canadian governments must keep new rules simple and
predictable and inform businesses of both Canadian and
U.S. rules through a one-stop portal. They should also
work with the U.S. to mutually recognize Canadian and
U.S. border policies for FAST and possibly create a FAST-
only border crossing. Adequate investment in border
infrastructure and manpower on the Canadian side of the
border is also critical. Canadian policy-makers should
reassess their priorities (for example, should border offi-
cials be responsible for collecting duties?) and have a clear
plan for border resumption in the event of another 9/11.

Companies, on the other hand, should develop a flexible
plan to protect the most sensitive parts of their supply
chains in the event of another attack. They might need
to accept some upfront border security cost increase as
the price for secure market access, but they should view
that cost as an opportunity to ultimately invest in and
improve their competitive position. Some companies inter-
viewed in this report saw their upfront security-program
costs as an opportunity to reduce waste, improve their
systems and ensure they are viewed as a trusted security
partner at the border. Still, smaller businesses might
hold off on signing up for FAST until the benefits are
commensurate with the costs.

Governments must keep new rules simple and predictable.

These government and business changes would rep-
resent a positive start toward minimizing trade costs,
increasing predictability, and maximizing the economic
and security benefits of the post-9/11 border reality.
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Related Products

International Trade and Investment Centre

The Centre’s main aim is to help Canadian leaders better
understand what global economic dynamics—such as
global and regional supply chains—mean for public
policies and business strategies. It promotes informed
dialogue on Canada’s global economic role and pro-
poses solutions for improving Canada’s future trade

and investment performance. For more information on
the International Trade and Investment Centre, go to
www.conferenceboard.ca/ITIC/

The Centre for National Security

The Centre brings together senior executives from a variety
of organizations with national security mandates. These
public and private sector executives work together to
improve the detection of threats, coordination and inter-
operability of response, the free movement of low-risk
people and trade, and communication with the public.
For more information on the Centre for National Security,
go to www.conferenceboard.ca/CNS/

Tighter Border Security and Its Effect on

Canadian Exports

This report uses statistical methods to assess the impact
tighter border security has had on Canada’s exports to the
United States. Export flows are examined in a variety of
ways, including aggregate exports, exports by port and
exports by commodity. After accounting for economic
growth in the United States and relative prices between

and Services

the two countries, the study finds little evidence that
tighter border security has reduced export volumes.
This study is a companion technical report to Reaching
a Tipping Point?

Facing the Risks: Global Security Trends and Canada
Over the next 15 years the world will grow increasingly
complex, creating new opportunities but also new security
risks. This report outlines potential risks and suggests
approaches for addressing them.

Adopt a More Strategic Approach to

International Trade

At a time when international business and trade is
becoming vastly more competitive, Canada needs to
become much more strategic in its approach to inter-
national trade and related investment. The central chal-
lenge is how best to secure and maintain our position
in the global value chains of companies in the U.S. and
around the world.

If We Can Fix It Here, We Can Make It Anywhere:
Effective Policies at Home to Boost Canada’s

Global Success

This report discusses five types of barriers that Canada can
control—including labour mobility, infrastructure restric-
tions, and regulatory differences between provinces—as
well as some of their likely effects.



Canada’s Changing Role in Global Supply Chains Conference e-Proceedings
Companies are reorienting along global and regional Conference e-Proceedings are an audio visual CD-ROM
supply chains. This report looks at how Canada fits into  containing a recorded archive of the presentations made
global supply chains and where others fit into Canadian  at Conference Board events synchronized directly with
production—and what it means for decision-makers. all PowerPoint presentations.
+ Emergency Preparedness and Safety for
Municipalities
+ Global Approaches to Security and Technology
Strategies
¢ The Second Public—Private Sector Summit on
National Security

Go to www.e-library.ca to see other informative reports that would interest you.
Phone 1-866-242-0075 for information on related products and services.



Leadership Development

Niagara

We Help Develop Future Leaders

The stakes have never been higher nor the need For more information
greater for successful leaders. The Niagara on developing leaders
Institute, part of The Conference Board of of the future and on
Canada, offers highly interactive and engaging the programs of

leadership development programs that will impact The Niagara Institute,

your organizational performance. Come away check out our website
with increased confidence and productivity, more or contact our team
effective interpersonal relationships and an at 1-800-663-7305.

enhanced potential for personal and career growth.

www.niagarainstitute.com




The Conference Board of Canada has a unique ability to bring together the

senior leaders of Canada’s top organizations to discuss issues, share and
compare best practices, and learn from each other. Our main services are:

Executive Networks:
Exchanging ldeas
and Making

New Contacts on
Strategic Issues

Custom-Ordered
Research: Tapping Our
Research Expertise to
Address Your Specific
Issues

Customized Solutions:
Helping Your Organization
Meet Challenges and
Sustain Performance

e-Data: Staying
on Top of Major

Economic Trends |

Conferences, Seminars

| and Workshops: Learning

from Best-Practice
Organizations and
Industry Experts

Niagara—

Our Leadership
Development Programs:
Developing Leaders

of the Future

~g e-Library: Accessing

In-Depth Insights, When
You Need Them Most

The Directors College:
Raising the Bar for
Professional Standards

For more information, contact our
Corporate Account Executive Team at 1-866-711-2262

or go to www.conferenceboard.ca.




The Conference Board of Canada
255 Smyth Road

Ottawa ON K1H 8M7 Canada
Tel. 1-866-711-2262

Fax 613-526-4857
www.conferenceboard.ca

The Conference Board, Inc.
845 Third Avenue, New York NY
10022-6679 USA

Tel. 212-759-0900
Fax212-980-7014
www.conference-board.org

The Conference Board Europe
Chaussée de La Hulpe 130, Box 11
B-1000 Brussels, Belgium

Tel. +32 2 675 54 05

Fax+32 2 675 03 95

The Conference Board Asia—Pacific
2802 Admiralty Centre, Tower 1

18 Harcourt Road, Admiralty

Hong Kong SAR

Tel. +852 2511 1630

Fax +852 2869 1403



<
<
o
Y
<
o
Ha)
O
Q
a
O
S
—
a
o
<
=
=
=

Aejuawidwod :Adoo-3
/0-/8| uonealqnd




	Report June 2007
	Reaching a Tipping Point? Effects of Post-9/11 Border Security on Canada’s Trade and Investment
	Preface
	We are:
	CONTENTS
	Acknowledgements
	EXECUTIVE SUMMARY
	Reaching a Tipping Point? Effects of Post-9/11 Border Security on Canada’s Trade and Investment
	At a Glance

	CHAPTER 1
	Introduction
	Chapter Summary

	CHAPTER 2
	Setting the Context
	Chapter Summary
	WHY SECURING AND ENHANCING ACCESS 
	WHY SMALL CHANGES IN TRADING COSTS MATTER

	CHAPTER 3
	Effects of the Post-9/11 Border Security Environment on Trade Volumes
	Chapter Summary
	EFFECT ON EXPORT VOLUMES
	EFFECT ON IMPORT VOLUMES

	CHAPTER 4
	Effects of the Post-9/11 Border Security Environment on Trade Costs and Benefits
	Chapter Summary
	DIRECT COSTS OF POST-9/11 SECURITY CHANGES
	BENEFITS OF COMPLYING WITH POST-9/11 SECURITY CHANGES
	INDIRECT COSTS OF THE POST-9/11 BORDER SECURITY ENVIRONMENT

	CHAPTER 5
	Policy and Business Implications
	Chapter Summary
	REACHING A TIPPING POINT?

	CHAPTER 6
	Conclusions
	Chapter Summary

	APPENDIX A
	Related Products and Services

	The Conference Board of Canada
	www.conferenceboard.ca


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages false
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 100
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 1.30
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 10
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 300
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /ENU ([Based on 'PDF for Web'] [Based on '[Smallest File Size]'] Use these settings to create Adobe PDF documents best suited for on-screen display, e-mail, and the Internet.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PageMarksFile /RomanDefault
      /PreserveEditing false
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


