


What is this Initiative about?

Understanding the economic history and current economic
positioning of the Great Lakes bi-national region

|dentifying the region’s strengths and weaknesses in today’s
global economy

Articulating the economic benefits to the region, countries, and
world of high road economic strategy

Setting out the emerging policy implications for Canada and
the US
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Emerging Global Economic Regions

Population Class

Global Cities 5,000,000 and greater ® 500,000 to 1,000,000

1,000,000 to 5,000,000 e 250,000 to 500,000

Map Source: B.
Affolter-Caine: 2007
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Great Lakes Economic Region

North America
at Night

Map Source: B. R R n
Affolter-Caine: 2007 9 WL L pa ‘ T .
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The Arc of Development Within the US

Land of Abundant Resources, Raw Materials
Treaty of Paris 1783 — Ends Revolution, Part of Quebec to America
Northwest Ordinance, Louisiana Purchase

Water Infrastructure, canals added: Erie, Chicago Sanitary and Ship Canal (historically
known as the Chicago Drainage Canal), Soo Locks, 1895

Homestead, Morrill Acts 1860s, Railroads advance,

Agro-Industrialization; Great Industries/Barons (Rockefeller, Carnegie, Ford)
Immigrants, Great Migration

Labor — Rise of Blue Collar Worker

Canada US Auto Pact (1965), NAFTA (1994)
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The Arc of Development Within Canada

Pre-Confederation
Explorers Brulé, Champlain, Hudson arrive in Great Lakes region; settlers follow
United Empire Loyalists flock to Canada after American Revolution
First Canadian bank established, 1817
Welland Canal built, 1820s
Toronto Stock Exchange created, 1861

Confederation - Ontario, Quebec join with New Brunswick and Nova Scotia to create Canada, 1867

Post-Confederation
National Policy, 1879 put in place to build and protect Central Canada’s industrial base
Canadian Pacific Railway finished in 1885 to strengthen east-west links
Mineral deposits discovered in northern Ontario, early 1900s
First credit union established in Levis, Que, 1900
Henry Ford arranges for automotive assembly in Windsor to serve British Empire, 1903
Ontario Hydro created, 1906
Postwar baby- and immigration-boom, 1945 - 1958
St Lawrence Seaway completed, 1959
Foreign Investment Review Agency, 1973; name changed to Investment Canada, 1985
Canada-US free trade, 1989; NAFTA, 1994
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Canada-US Regional GDP Scale

Gross Domestic
Product by States,

by Provinces,

2005

Source: B. Affolter- '
Caine, 2007

,ﬁf‘ L Canada
2005 GDP by Province
(Millions of Constant 1997 CAS)
145,502 - 483,962
35,873 - 145,501

United States

2005 GDP by State
(Millions of Constant 2000 US%)

352,746 - 1,621,843 B 21,220- 35,872
216,065 - 352,745 Bl :438- 21,219
110,547 - 216,064 B 575 - 3.437

B 53,711 - 110,546
B 23.134- 53,710
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Significant Proportion of Headquarters in Region

Forbes’
International
2000 Company
Headquarters,

2004

Map Source: B.
Affolter-Caine, 2007

Of 2,000 headquarters, 723 in Canada and US; 213 in Great Lakes Economic
Region (excluding those located in cities outside the region, such as NYC and
Philadelphia) — 30 percent of North America and 11 percent of the world.

9| THE BROOKINGS INSTITUTION

Number of Corporate
Headquarters

Source: Authors' analysis utilizing
data from Forbes' list of the world's
2000 largest corporations,
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Major Rail Crossings by Trade Value Major Truck Crossings by Trade Value
(36)
(30)
Pacific Highway o Pacific Highway Emerson (138)
EEI I:EI | EJ;I [I] EEI =N | El] Lansdowne
North Portal Coutts North Portal
Fort Frances ]
Huntlngton Lacolle
Sault Ste. Marie (81)
Sarnla
Sarnja—_7 Lacolle Phlllpsburg
TRADE VALUE ($billions) TRADE VALUE ($bili
O 1995 Fort Erie O 1995( I Fort Erie / Niagara
O 2000 o 2000
@ 2005 Windsor B 2005 Windsor

Canada-US Largest Bi-Lateral Trade in world ($1.8

billion/day) located in Great Lakes

Major Airports by Trade Value : :
i J P y Major Marine Ports by Trade Value
(36)
(31)
(27) (25)
(20)
41) (14)
=™ Edmonton (38) EI:I _[l
Montreal-Mirabel Quebec St. JUh” s
Calgary D:l
d] At 3 Montreal Septies
Winnipeg 22 Vancouver
Vancouver
Argentla
F_Hallfax
TRADE VALUE ($billions) Ottgwe TRADE VALUE ($billions) Hamllton Saint JOhn
o 1995 Toranto Montreal-Dorval o 1995 Yarmouth
o 2000 O 2000
m 2005 =M B 2005
Hamilton



Canada-US: Gateways for International Trade

International
Freight:

Second to

None (US
exports and
imports in
tons)

Source: Testa,
2007
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US-Canada: Significant infrastructure for Global Commerce

Population

Centres - Roads,
Waterways, Rail

Population Class
5,000,000 and greater
1,000,000 to 5,000,000

& 500,000 te 1,000,000
250,000 to 500,000

Source: B. Affolter-
Caine, 2007

Transportation Class
Freeway System

rails

nvers
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Canada-US Globally Engaged Supercities

London
Frankfurt
Paris
Chicago Milan

Los
Angeles

Singapore

Legend of World Cities:

Source: Yaro, America 2050, Regional Plan Association
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Key factors that shape economic growth

Market-Structuring Policies

e Tax and regulatory environment

« Human capital markets

o Tariff and non-tariff barriers

e Financial markets

e Treatment of Intellectual Property
 Trade Policy

e Border issues/logistics

e |nvestment policy
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Tax and Regulatory Environment

High Taxes on

United States c q Germany
0 anada
Business Investment o
. . 35
in Both Countties, Japan France
Spain
2006 Korea q q
New Zealand United Kingdom
25 Australia Italy Finland
OECD Median (2006) Greece Netherlands Norwav
i ] Sweden
Marginal effective tax switzerland Hungary Austria
rate on business 15 Irelang Fortugal _ Denmark
investment (%) Czech Republic

Sources: Institute for
Competitiveness and >
Prosperity based on OECD, 20 25 30 35 40 45 50
OECD in Figures, 2005
edition, statistic‘s on the " Belgium
member countries; Jack M.
Mintz, “The 2006 Tax
Competitiveness Report:
Proposals for Pro-Growth Tax P OECD Median (2002)

Reform,” C.D. Howe Institute
Commentary, No. 239
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Human Capital Markets

 Huge learning infrastructure

e Access issues: financial and
otherwise

o Standards/credits, transferability
* Credentials, licensing, portability
* Benefits portability
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Remove Non-Tariff Barriers

Continue Advances under Security and Prosperity
Partnership (SPP)

Issues

 standards: products, safety

 requlations: pipelines, energy, air travel

 iInformation exchange/data-sharing: cargo manifests
e government procurement
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Trade Policy and Border Issues/Logistics

NAFTA 1 ﬁ T
e[ncreased capital =0
ﬂ p 1.6 -1 .\
OWS

*Spread technology e )
Increased 1.2 "—\,-\/\\

d o o 1 .
productivity
*Higher wages 08 T
*Lower prices 0.6 T
*Motre consumer 04
choice 0.2 +

o +—4——+ -+ttt

1974 1977 1980 1983 1986 1989 1992 1995 1998 2001

— US Exports to Canada as a % of US GDP
Canadian Exports to US as a % of CDN GDP (RHS)
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Trade Policy and Border Issues/Logistics

NAFTA Dialogue-Development Continues
Security and Prosperity Partnership Process

Issues

» Overall North American Competitiveness/Councll
» Sectors and specific trade impediments

* Free Trade Agreement enhancements-extensions
* Energy Security

e Smart, Secure Borders

» Border facilitation and regulations

 Emergency Management

e Avian and Pandemic Influenza
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Talent/Human Capital

Educational
Attainment for
Persons 25 Years

of Age and
Older, 2005

Data Source: StatCan,
2006; NSF, 2006

Map Source: B. Affolter-
Caine, July, 2006

Educational Attainment, 2005

Population 25 vears and older with BA or Greater
30 %
25 - 30 %

20-25%

B 5200
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Demographics

‘ Percent of People within Geography by

Age Group
: mGLER (07
Total Population .y —
S0 Avg. 67.2%
Shares of 50%
Pop.ulatlon l?y v
Nation/Region and
by Age Group, i
ZgOSg P S0% Avg. 12.2%
20%
Avg. 20.6% - i
Source: Authors’ 10% -
analysis of US
Census and = _ y
StatCan data, 2007 0% ' :
0-14 15-64 65 older
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A key driver to Canada’s growth is immigration

Net Immigration

2005-2006

Quartiles
5.8-8.9%

22-57%

I 16-21%
Bl o -15%

Map Source: B. Affolter-Caine utilizing data
from StatCan, 2007

* More than 52% of immigrants, around 133,100, chose Ontario as their new place of residence. This was the lowest proportion
since 1993/1994. The province's attraction for immigrants has been declining since the turn of the millennium.

» The second most popular destination for immigrants was British Columbia, which jumped into second place, passing Quebec
for the first time since 2000/2001.

* Quebec received 42,000 immigrants, and for the first time since the beginning of the 1990s surpassed the 40,000 mark for a
third consecutive year.

TS RGNS T TTIER Source: StatCan, The Daily, 27.9.06 METROPOLITAN POLICY PROGRAM



Immigrants: US also benefits from in-migration

MIDWEST

NORTHEAST
Percent change )

in foreign-born

population by

states

SOUTHEAST

Largest contemporary
L] gateway states

[ < 25.5 % (5 States)

| 25.5%-57.4% (15 States)
I 57.5% - 85.8% (8 States)
B 85.9% - 114.4% (10 States)
B > 114.5% (13 States)

_ WEST SOUTH CENTRAL
Source: Brookings
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Key Cluster/Sectors of Regional Agglomeration

Diversity of -
.. e Forest
Traditional o . gl oo
o L i, T 8
Manufacturing ‘

and Emerging 2 e T ‘ I\f >
- - - _-\.-._--_._ o DD A P -
Clusters o : -y v ' e Y @ Aer@gg:e"
: y 'r% F ; : - ; \.- = - L= : _J.-\_r"q

Note: State/Province
employment >20,000 and
LQ>2

Source: Institute for
Competitiveness &
prosperity based on

Institute for Strategy and
Competitiveness, Cluster
Mapping Project
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Labour

Map Source: B.
Affolter-Caine: 2007

Unemployment,
Unemployment, 2005 , 2005
<40 |
40-55
56-70

B 7.1-85
B >ss
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Innovation: Metrics: State/Province R&D by State

Business

% of GDP
1.8% Peer Median

1.6%
1.4%
1.2%
1.0%
0.8%
0.6%
0.4%

0.2%

0.0%

Quebéc

Ontario

1987

2004

Higher education

% of GDP

1.8%

1.6%

1.4%

1.2%

1.0%

0.8%

0.6%

0.4%

0.2%

0.0%

Ontario

__——

—

Peer Median

1987

2004

Government

% of GDP

1.8%

1.6%

1.4%

1.2%

1.0%

0.8%

0.6%

0.4%

0.2%

0.0%

Peer Median

Quebéc

TN \ Ontario
———~—

1987 2004

* Peer States/Provinces are as follows: California, Florida, Georgia, Illinois, Indiana, Massachusetts, Michigan, New Jersey, New York,
North Carolina, Ohio, Pennsylvania, Texas, Virginia, Quebec, Ontario
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Talent Generation

Ao,

y

Conferred,

2004

=

(X
7 U
A

Map Source: B. Quartiles (Combined)
Affolter-Caine: 2007

50013 - 210327
Source: Authors’ analysis of data from 3 24532 -50012
CANISM 2004; National Digest of _ _
Education Statistics, 2004. - 7847 - 24531

B 2oi0- 7846
Of the 2,298,977 university degrees conferred in Canada and the US, 944,677
degrees were conferred in the Great Lakes Economic Region - or 41.1 percent

of all degrees conferred in 2004. This is a greater proportion than compared
to the GLER's share of total 2005 population - 35.9 percent.
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Great Lakes region is home to the largest concentration
of research universities in the world...

Research %
Universities in the :
Great Lakes Region =

Universities

Canadian Research

>
Research Extensive

CIC

Map Source: B.
Affolter-Caine: 2007
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20 of 100 top universities in the world are located in the
Great Lakes Region

UniversityofChicago  |Chicagolinois | 9
University of llinois - Urbana Champaign
.
Source: Institute . -

Souca
e a6 Wie st Resene IR il S0 T & ey
Shanghai Jiao
Tong University,
2005
5770000 T Ko O S 50
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100 Ranked

Universities 1in
the World




Commercializations/Entrepreneurship

[0) — 5
1.0% ”e o GDP Venture Capital
Quebec Investment (%o
" N / of GDP), 1996-
. 0 |
16 Peer Median 2005
0.6% -
0.4% -
b I I I I I I I
0.0% I \ |
1996 1997 1998 1999 2000 2001 2002 2003 2004 2005

Note: Location of portfolio company receiving investment.
Source: Institute for Competitiveness and Prosperity based on data from Thomson Macdonald, VC Reporter (Canadian data); VVenture Economics, Venture Xpert

(US data)
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The US Great Lakes States Lack Culture and Capital

100%
Great Lakes Share of 90%
Venture Capital and < 80%
Awarded Patents 2 70%
Compared to U.S. v 60% m Remaining U.S.
D)
5 0% GLR Share of
are o
At U.sS.
© 30%
[
0
o 20 0/o 32.3%
10% 11.7%
0%
Source: U.S. Census Bureau, Venture capital Patents awarded
2000 and_ 2005 American disbursed ($
Community Survey thousands)

Notes: Patents issued include utility patents and other types of U.S. documents (i.e., design patents, plant patents, reissues,
defensive publications, and statutory invention registrations). Origin of patent determined by residence of first-named inventor.

31 THE BROOKINGS INSTITUTION METROPOLITAN POLICY PROGRAM



US Entrepreneurial Index

Entrepreneurial

Activity Rank,
1990-2001

Enireprencmisl Acilvily Rank
i Highest

High
%  Avorage
9 Low
6 I I

Map Source: B. Source: Compiled from the 1990-2001 LEEM deta ile, U Census Buroms by
Affolter-Caine: 2006 Advanced Ressarch Technelogiss, LLC with slimination of *Small Ragicas®
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Infrastructure

Airports, Roads,

Pipelines, Rails,
and Power

Chifver akn
Fiomd

Forvy Barvics

[ —
FralghaLsse

Map Source: World Farry Sanica
Business Chicago,

2007
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ROADS AND
AIRFORTS

PIPELINES

ELECTRICAL
POWER LINES AND
GEMNERATING
STATIONS

QEMERATIHG
SETATIONS

s Hydwo
& FoasiiFusl
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Infrastructure

International
Truck Travel for

Border Crossings,

1998

Pacfic Ocean

Arlannic Qoean

Gujf af Mexico

Map Source: U.S.

Department of ] DETROIT
Transportatlon’ epartment of Transportatian International T I
Federal Highway e v cpersens meree °*

Administration
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Infrastructure

St. Lawrence

Seaway

Map Source: Port
Partners

W

= f
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Infrastructure

Freight Handled at Major Ports, 2004
Millions of Tonnes

Sept-iles/Pointe-Noire, 17

Port Cartier,17.6

@ Come-by-Chance, 42.1
Thunder Bay,s,S\ / a

por— G @ Quebec, 23.3 /
Fraser River, 14.8 \

Montreal, 21.7 /'
Por Hawkesbury, 24

‘.\ Saint John, 26.2 \ G Offshore NF, 16.4

Nanticoke, 12.4 Hamilton, 11.9

’ Hallfax 14.2

I Overseas
M Transborder
& Domestic
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Infrastructure

Regional
High Speed o
Rail Plan GepOaE.

- 2
e

VIA Rail -
*‘_ﬁ Canada

ff' Midwest Ragiumz-,l.l; Rail - ~
( Chicago Hub ¥ J»’ ~ i“.-'

J

)

"”“”: \ e 7 Northeast

Map Source:
Youngstown State p Vit oot o B :“;? \ k,y Corridor
University, Center X " "‘7

y Ohio & Lake Erie Lot 7
for Urban and ; __Regipnal Rail - )
Regional Studies, \ e Fo T-!Iuh | X {j’é

L ! M\:'

2005 / 5.2l i ‘f;- \.&_ﬂ

i "h..‘_,-f' il _.—-—'a

5 ¢ — 3 3N
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Infrastructure

Airports Within
10 Miles of

Planned or
Potential HSR

Source: Yaro, America
2050, Regional Plan
Association
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Infrastructure

Northern

American
Oil Markets

Core
Markets

Markets

New
Markets

Map Source:
CAPP
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Infrastructure

Export
Pipelines

¢ Fort McMurray \ )

Cushing?

- y S oy e
Map Source: \ , HOUSIOR g o es \‘1

WWW.ceri.ca A
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Crude Oil
Transportation
Infrastructure

Main lines S

of the

Western /
Sedimentary Montreal
Basin

Non-
Western
Sedimentary
Basin lines

Bﬁ?de Salt Lake City
Pipeline

(PTODOSQd) Bakersfield

Map Source: Centre for Energy, Canada
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Integration issues

 [ntegration Issues (Between)

— “Cross Border Regions are A New Economic Nucleus”
Senator Jeremiah Grafstein
— |Issues:
* Open Border/Border Management
Transactions Costs
Transportation Infrastructure

Governance: Issues don’t match jurisdictions, differing federal
systems

Effective vehicles for regional planning/advocacy
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Inclusion Issues

 Inclusion Issues (Within)
— First Nation/Native Americans
— Immigrants
— Race
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Policy Implications

Directions

o Greater strengthening Canada-US regional
economy

 Region has shared assets/opportunities, as
well as challenges to overcome

 Region has opportunity to be a leading and
thriving bi-national economy — show the way
towards economic interdependence
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Direction of Policy Recommendations

Improved Market Structures

eStandards, non-tariff barriers
*Credentials, other human capital issues
*Trade

*Procurement

*Finance, etc.

Human Capital
Educate the talent
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What are Next Steps?
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Great Lakes Economic Initiative — Products - Next Steps

The Vital Center — Released October, 2006

- Convene/Promote with Region’s Governors, Mayors, Legislators,
Business-Civic Leaders. Presidential Aspirants

Preserving the Vital Center -
Renewing the Economy of the Industrial Heartland

- Brookings Opportunity 08 - Agenda for the Next President
Released with ABC News - February 28, 2007

Great Lakes Bi-National Heartland- summer 2007

- Analysis and Policy Directions for Enhancing Economic
Competitiveness of US-Canada Great Lakers Region —
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Great Lakes Economic Initiative — Products & Next Steps

“North Coast” as Economic Engine
Economic Impact of follow-through on Great Lakes Restoration
Compact — coming September 2007

Additional policy development and research
around major areas of US and bi-national policy development
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www.brookings.edu/metr

lcaustin@umich.edu
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Institution

» News & Events
» Scholars

Urban Center Becomes

» Publicatio
Metro bolitan Prog,l‘am

» About Brookings
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