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Manitoba depends on its ability to trade. With the economy
taking a major hit due to the COVID-19 pandemic, it will

be vital that Manitoba is able to take full advantage of its
trade opportunities once the pandemic subsides. Recent trade
agreements, such as the Comprehensive and Progressive
Agreement for Trans-Pacific Partnership (CPTPP), give the
province the potential to expand trade through the diversification
of products (what it trades) and markets (where it trades).
However, realizing the full potential of these agreements
requires better information for exporters and the government
agencies that assist them to target the full range of new
opportunities. This information has not been available at the
product level for individual provinces.

New modelling of trade diversion in Japan created by

tariff reductions under the CPTPP provides this information.
An extension to the report More Than the Usual Suspects:
Western Canadian Export Opportunities to Japan under the
CPTPP, this policy brief uses the modelling to shed new light
on Manitoba’s best export targets in Japan. Of the 194 tariff
reduced opportunities identified for Canada, only 48 products
already exported from Manitoba are expected to see gains.
Only 14 of these 48 products are expected to see more than
US$200 thousand in total gains with Japan under the CPTPP.
The small number of products identified sheds light on the
factors that constrain Manitoba’s ability to achieve true product
diversification under trade agreements — restricted by the limits
of tariff reductions and by the capacity and characteristics

of geography and resources (particularly for agricultural
products). Nevertheless, having identified this narrow list of
products allows export promotional agencies (EPAs) to focus
outreach activities on targeting the right firms to confirm their
capacity and export readiness.
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WHAT NOW?

MANITOBA’S EXPORT OPPORTUNITIES IN JAPAN
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Digging into the specifics
Manitoba’s export gains with Japan

Figure 3 illustrates some of the top expected export gains for
Manitoba with Japan as a result of tariff reduction and trade
diversion under the CPTPP, and the potential impact of U.S.
competition from the recent U.S.-Japan partial deal, effective
January 2020. The table is rank ordered from largest to
smallest expected Manitoba export gain (Column 2).

Manitoba sees the largest gains in some of its already
highly traded products with Japan. For example, Manitoba
is the largest exporter of fresh or chilled pork, frozen pork
and frozen pork products to Japan, accounting for 64% of
Western Canadian exports and 43% of Canadian exports

to Japan.? Subsequently, with tariff reductions, the largest
gains are expected in these three areas with a total gain of
US$659 million (Column 2). However, these three products
also face high competition from the U.S. as the U.S. already
exports on average more than Canada (compare Column

5 with 6) and has now received the same, if not better, tariff
provisions than Canada under the new U.S.-Japan bilateral
partial trade deal (Column 7, Figure 3). For example, Canada
is ranked second, representing 40% of the Japanese fresh or
chilled pork market, after the U.S. (57%) as of 2018 (Figure 1).
Nevertheless, Canada has gained traction over the U.S. for
chilled pork in Japan. Coupled with the one-year advantage
over the U.S. in tariff benefits for fresh or chilled pork and
the market strategy that focuses on higher quality, Canada
may capture the total estimated gains of US$372 million.
Figure 1 shows the growing market share of Canada in the
Japanese fresh or chilled pork market at the expense of the
U.S. The diagram also shows the significance of Manitoba
exports as a share of total Canadian exports.

Pig fat is also expected to grow by US$1.4 million from
US$4.5 million. Manitoba supplies 40% of Western Canadian
pig fat exports to Japan. Previously less-traded pork
products such as frozen bone-in ham also expects to see

a total gain of five times more than the five-year average
baseline. While the U.S. has similar tariff provisions with
Japan for both products, Canada already exports much
more than the U.S. to Japan (compare Columns 5 and 6).

Aside from pork, Manitoba sees gains in other already
highly traded export opportunities such as natural honey,
unwrought nickel, live horses and linseed oil. The U.S. does
not have tariff benefits under the U.S.-Japan agreement for
all these products, giving Canada ongoing advantage over
the U.S. (Column 7).

Finally, Japan’s tariff reduction offers opportunities for new
exports that are currently less traded by Manitoba, but

which expect significant gains. This is particularly the case
for Manitoba’s plant protein and pulses industries such

as protein concentrates and textured protein substances,
dried shelled peas and dried shelled kidney beans. Protein
concentrates (HS210610), for example, expect to see a gain

of US$839 thousand (Column 2) from the current baseline

of US$156 thousand (Column 1). The U.S. has similar tariff
provisions as Canada for protein concentrates under the U.S.-
Japan agreement and exports on average 151% more than
Canada over the last five years. Canada is ranked fifth after
U.S., China, Australia and India as the largest exporter of
plant protein to Japan. Nevertheless, the plant protein market
is fragmented in nature owing to the use of different plant
ingredients and the presence of numerous manufacturers.®
Canadian protein concentrates are mainly pea-based

while the U.S. is soy-based.* Figure 2 shows the top global

Figure 1: Market share of fresh or chilled boneless pork (HS020319) in Japanese market
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producers of some of the major plant protein ingredients —
lentil, barley, hemp, flax, oat, pea, canola and mustard.

Increasing purchasing power, technological innovations
and growing health awareness among consumers are
anticipated to open new market avenues and opportunities
in the Asia Pacific for the plant-based protein industry.®
This may also mean the region will attract competition
and industry rivalry. Having the CPTPP gives Canada and
Manitoba some advantage over non-members in securing
market share. But promotional efforts, targeted market
strategies and informing consumers of new scientific
evidence on nascent plant ingredients such as pea and
canola (where Canada dominates) is important to increase
acceptance rate and capture market share in Japan.

The demand for plant protein ingredients is expected to
reach 251 kilotons by 2025, growing at a compound
annual growth rate of 5.8% from 2016 to 2025.

|
Policy recommendation
Manitoba action plan

Canada West Foundation’s modelling has narrowed the

list of export targets by tariff reduction, identifying new
opportunities for both already highly traded and less-traded
exports at a level of specificity that is useful for businesses.
This policy brief has further narrowed the focus to identify
what matters for Manitoba. To test the usefulness of our
results, we consulted with various industries to gain insights
into the market dynamics, feasibility and capacity in export

readiness for some of these products as well as discuss the
threat of U.S. competition. Pork and plant protein discussed
in this brief were two of these examples. This verification
process would have to be repeated with each opportunity.
EPAs should use our results to target the right businesses
and take our results further with conversations on capacity
and export readiness, as well as current supply chain and
logistics structures. The results should also save EPAs time
and resources in determining the kind of assistance required,
which may differ depending on firm size.

While our study did not include products that do not
experience tariff reduction, this does not mean that products
such as canola seeds are no longer important for the
province. However, the narrowed results allow EPAs to more
efficiently and effectively identify the right businesses and
develop targeted seminars and outreach programs rather
than the “boiling the ocean” approach.

In a separate policy brief, we make the case that this
dataset needs to be made available through new online
tools, that allow businesses to directly use and search
for specific export opportunities. This would allow EPAs
to engage more businesses in an efficient, effective

and affordable manner that makes the pursuit of smaller
volume trade opportunities more viable.®

This kind of modelling should be done for other members

of the CPTPP beyond Japan, as well as other agreements,
to identify export opportunities for Canada. Therefore, as it
becomes standard practice done in a timely manner, Canadian
businesses can maintain their first mover advantage.

Figure 2: Major producing countries of key plant protein ingredients (2015)

Country PRODUCT
Lentil Canola Mustard
1 Canada China Russia France Canada Russia Canada Canada Canada
2 India India France China Kazakhstan  Canada China Nepal China
3 Australia u.s. Germany Chile China Poland India Myanmar Russia
4 Turkey Russia Ukraine Ukraine Russia Finland Germany Russia U.s.
5 Nepal France Canada Hungary UsS. Australia France Ukraine India
6 Australia India us. Australia China
7 us.

Source: Grand View Research 2017
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Figure 3

For each product, Columns 1 and 3 displays the five-year (2014-2018) average baseline of Manitoba and Western Canadian exports to Japan. Columns 2 and 4

are the calculated total expected export gains for Manitoba and Western Canada respectively. Columns 5 and 6 compares the historical five-year average

(2014-2018) of Canada export and U.S. export to Japan for additional insights on the degree of Canadian export competition with the U.S. for Japan. Column 7
compares Japan'’s tariff schedule under the CPTPP with the U.S.-Japan agreement to identify products where Canada has the same, better or worse
provisions than the U.S. for potential areas of export competition.

Figure 3: Top expected gains for Manitoba’s exports to Japan (in thousands of current US$)

Abbreviated
description”

MB
Export
to Japan
Baseline

MB
Expected
Export
Gain

Western
Canada
Exports
to Japan

Baseline

o | @ | @

020319  Fresh/chilled pork 284,436 | 372,647 | 441353
020329  Frozen pork 51,482 | 232,751 | 81188
020649  Frozen pork products 5,768 | 53,214 | 9,127
020322  Frozen bone-in ham 382 | 2,010 | 2187
020910  Pig fat 4,509 | 1,366 | 1,488
040900  Natural honey 1,669 | 1,231 | 9,891
750210  Unwrought nickel 4,203 | 975 | 18,594
010129  Live horses 3,502 | 892 | 16,253
210610 Protein textured and concentrates 156 | 839 | 158
071310 Dried shelled peas 43 | 706 | 3,952
200410 Frozen potatoes 857 | 410 | 19,382
151419  Canola oil erucic acid < 2% 636 | 262 | 5,365
151519 Linseed oil 1,284 | 254 | 2,068
071333 Dried shelled kidney beans 29 | 245 | 59
761699  Aluminium articles 351 | 87 | 1,522
020230 Frozen boneless beef 14 | 81 | 39,785
040819  Egg yolks 57 | 58 | 62
282590  Metal oxides 724 | 42 | 724
392590  Building elements for floors, walls etc. 147 | a1 | 176
020629  Frozen beef offal 8 | 26 | 7478
100290  Rye 224 | 25 | 410

u.s.
Export
to Japan
Baseline

Total
Canada
Export
to Japan
Baseline

Western
Canada
Expected
Export
Gain

(4) (5) ©)
682,309 609,695 970,231
405,273 166,655 560,505

83,153 12,308 26,847
9,844 4,770 2,444
2,854 30,862 1,015
6,939 11,923 3,200
4,229 44,498 466
4,292 16,253 4,047
853 192 28,966
63,734 4,025 3,306
8,831 24,734 275,549
2,138 5,413 352
487 2,068 422
495 998 1,484
373 1,698 50,601
135,298 48,724 441,463

63 62 15,744

42 724 19,271

50 1124 3,881

19,087 10,624 37,298

45 410 228

* The names of the products in the tables have been shortened for simplicity. For exact product description, refer to the HS6 codes in the tables.
** For Column 7, refer to More Than the Usual Suspects: Western Canadian Export Opportunities to Japan under the CPTPP for specific definition of comparison scenarios.

' Dan Ciuriak and Canada West Foundation’s modelling has winnowed a list of good candidates

to increase exports under the agreement.
2 Percentage of Column 1 with Column 3 and Column 5.

® Dade, C., Christensen, N. and Pittman S. Sprouted: The plant ingredient opportunity taking
root on the Prairies. Canada West Foundation, December 2017.

Canada
vs. U.S.
Tariff

Comparison™

™

same if not worse

same if not worse

same

same if not worse

same
better
better
better

same if not better

same
same
better
better
same
better
same
better
better
better
better

same

4 Currently, soy and dairy protein (and increasingly wheat) ingredients have higher acceptance

rate as a result of confirmed augmentation of health benefits from scientific research, according
to Grand View Research 2017.

¢ Dade, Carlo. Trade (Assistance) Diversification. Canada West Foundation, March 2020.
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