BARRIERS AND BRIDGES:
RETHINKING TRADE WITHIN THE FEDERATION

CANADA’S INTERNAL TRADE:

Recommendations for a better-integrated internal market

CONTEXT

Amid global geopoilitical instability and trade tensions with the United States, Canada is seeking to diversify its economic
partnerships and strengthen its internal market. Since 2025, Ottawa and several provinces have undertaken legislative

reforms to liberalize interprovincial trade, increase economic resilience and reduce dependence on foreign markets.

Following these efforts, Canada finds itself with a patchwork of well-intentioned reforms and bilateral agreements that
lack coherence at a national scale. Despite significant advances in mutual recognition and the reduction of regulatory
barriers, legislation remains fragmented from one province to the next, limiting the fluidity of internal trade and the mobility
of workers and businesses.

TWO LEGISLATIVE OPTIONS TO LIBERALIZE INTERPROVINCIAL TRADE

Canadian federalism inevitably produces regulatory differences between provinces. The goal is not uniformity but coherence:
reducing frictions without abolishing provinces’ capacity to legislate in their areas of jurisdiction. Two complementary levers
are available to governments.

Mutual recognition Reduction of regulatory barriers
Products that meet provincial standards Reduce and limit rules that restrict the
or workers accredited in one province are movement of goods and services

recognized across Canada, except where an
exemption is justified and time-limited.
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N "i In this context, the Centre of Excellence on the Canadian Federation published a series of essays
ZN putting forward recommendations to improve our internal market.



https://centre.irpp.org/research-series/rethinking-trade-within-federation/
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THREE PRIORITY RECOMMENDATIONS

Create an Internal
Market Commission
Create an independent body
mandated to identify barriers,
publish an annual report and
ensure binding followup on
government commitments.

WHO SHOULD DO WHAT

Provincial

Establish mutual recognition
Adopt a common legislative
framework requiring regulators to
respond within a set timeframe,
provide written reasons for any
refusal and create a notification
mechanism between provinces.

Provide targeted federal

transfers

Establish a federal fund to help
provinces absorb adjustment
costs where liberalization
concentrates them, certified by
the Commission.

m Adopt a mutual recognition legislative framework: 20 business-day response period, mandatory written reasons for
refusal, notification to the regulator in the province of origin.

B Subject existing exemptions to an automatic sunset mechanism, requiring governments to periodically and publicly
justify them.

Federal

m Establish an Internal Trade Liberalization Fund, administered by the Department of Finance but with eligibility certified by
the Internal Market Commission.

m Investininfrastructure that reduces the physical costs of internal trade (east-west electricity interconnections, transportation
corridors, digital infrastructure) so that gains from regulatory liberalization translate into trade volumes.

® Include provinces more systematically in international trade negotiations to facilitate the implementation of trade deals.
m Integrate Indigenous communities as full partners in the design of federal policies that affect internal trade.

Shared

m Establish an Internal Market Commission, created through federal legislation with joint federal-provincial-territorial
governance. lts mandate: to identify and prioritize barriers, publish an annual report and subject governments to a
“comply or explain” mechanism on unmet commitments.

The success of internal trade liberalization will depend less on the political will of the moment than on institutional
mechanisms capable of outlasting electoral cycles. Our series demonstrates that concrete solutions exist and the
political costs of inaction, in the current trade context, exceed those of reform.
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The Canadian Free Trade Agreement:
A Quebec Perspective
Philippe Couillard

The Growing Influence of Provinces in Canada’s Trade
Negotiations
Stéphane Paquin

From Exclusion to Shared Prosperity: The Vital Role of
First Nations in Canada’s Economic Future
Maryse Picard

An “Expedient” Union: Federal Leadership and the
Imperative of Internal Tradel
Marion Sandilands

Read our series Barriers and Bridges: Rethinking Trade Within the Federation to explore these

A Call for Coherence: Variation in Recent Legislative
Approaches to Remedy Internal Trade Barriers
Ryan Manucha

Reforms That Stick: A Roadmap for Strengthening
Canada’s Internal Market
Daniel Teeter et Christopher Cotton

The Politics of Internal Trade: Narratives, Public Opinion
and Canadian Federalism
Diya Jiang, Daniel Béland et Trevor Tombe

The Effect of National Borders as an Obstacle to Trade
Flows
Stéphane Dion et Francois Vaillancourt

issues in depth.
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