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The Chamber appreciates this opportunity to provide information that we believe is important to
the preparation of the 2016/17 Federal Budget. While our comments center on Prince Edward
Island issues, we shall refer to comments and recommendations made by the Canadian Chamber
of Commerce (See Appendix 1). Doing so emphasizes the concurrence between local and
national concerns. The issues we face in realizing our economic goals are very similar to those
of others. The main difference is scale and that is to our advantage.

Prince Edward Island, if it is to continue to prosper, must have a business development strategy
that is private sector driven, export oriented, focused on innovation, and has the quality and
quantity of infrastructure appropriate to the task. This is a core message of our Chamber, and
one that drives our advocacy efforts on behalf of our members.

We will limit our intervention to four issues that can be influenced by the Federal Government :

i) demographic and labour issues and challenges
il) issues surrounding access to capital

iii) driving innovation and commercialization

Iv) strategic physical infrastructure

So, what do we see as the Federal role to address these issues?
i) Demographic and Labour Market Issues

The Chamber has repeatedly stressed that international immigration is central to Prince Edward
Island avoiding overall population decline and sustaining a labour force necessary for business
and economic expansion. Thus,

The Federal Government should strive to set international immigration caps that
reflect the specific needs of Prince Edward Island.

While attracting international immigrants is important, retention through integration is key. The
Chamber has been at the forefront of integration efforts through its Connectors Program.
Obtaining ongoing funding commitments to continue this service to entrepreneurial immigrants,
however, is proving to be difficult. Thus,



The Federal Government needs to reduce the administrative burden
associated with funding commitments for the PEI Connectors Program. A
multi-year commitment is required.

There is need for better labour market intelligence if Prince Edward Island is to ensure that
policy and programs accurately reflect evolving market forces. The Chamber has previously
argued for a detailed assessment of future labour market demand and supply, including the
appropriateness of training and credential recognition. We suggest that,

The Federal Government, in partnership with the Province and institutions, must
improve labour market intelligence to identify where new jobs are coming from
(both by industry and occupation) and what types of workers will be needed in the
near future (by skill level).

There is need for better programming to help our skilled youth get the experience they need to
meet the ongoing expectations of the business community. Thus,

The Federal Government should consider the provision of more incentives to
create opportunities for skilled students to successfully enter the developing
labour market.

i) Access to Capital

Venture capital is essential to start-ups and commercialization. While there are numerous
financing programs available (both federal and provincial), gaps remain - particularly in meeting
‘early stage’ developments. Locally, via the Island Advance initiative, the Chamber is actively
expanding connections among potential investors and entrepreneurs and, generally, is enhancing
the flow of information on ways and means of improving the access to capital. But the challenge
remains.

The previous Federal Government, through its Venture Capital Action Plan, took some bold
steps to increase the availability of venture capital. How this will play out under the new Federal
Government, and whether this will have any significant impact on Prince Edward Island, remains
unknown.

Nationally, the Canadian Chamber of Commerce has offered a variety of proposals to help
transform the venture capital industry in Canada:



» Incentivize angels: make B.C.’s investment tax credit a national program
« Provide a tax exemption on the capital gains from venture capital

*  Pull in more investors with flow-through shares for entrepreneurial companies that are
financing the long development cycles for innovative technologies

» Increase government investment in venture capital funds
* Invest in incubators
» Review regulations on banks, insurance companies and pension funds

The Federal Government should clarify both its intentions regarding
changes/enhancements to the Venture Capital Action Plan, and its stance on tax
credits for venture capital investments, both pooled and individual.

iii) Driving innovation and commercialization

Growing a private sector driven economy in Prince Edward Island is largely dependent on how
businesses (both established and yet to be established) develop and bring to fruition new or
more effective products or services which have value in the marketplace; and in PEI’s
situation, the export marketplace.

However, for individual firms to be successful in innovation and commercialization, Prince
Edward Island must continue to develop a knowledge based infrastructure which can support
innovation. That infrastructure must be both physical/organizational® and financial.

It is critical that the Federal Government continue to support, through its
various agencies and programs, the building of Prince Edward Island’s
knowledge based infrastructure. The importance of Federal R&D financial
assistance programs such as SRED? and the Canada Foundation for
Innovation cannot be underestimated.

iv) Strategic physical infrastructure

The quality and quantity of public infrastructure (roads, water and sewer, electrical power etc.)
are of great importance to advancing the Island economy. While these are costly, they are truly
the base on which the vitality of the Island economy and Island communities depends.

The new Federal Government has recognized the ongoing, essential infrastructure needs of the
country. While it has indicated that infrastructure investments are a priority, it is not clear

1 UPEI, Atlantic Veterinary College, Holland College, the National Research Council, Agriculture Research Station,
the Bio-alliance, ACOA, Innovation PEI, etc.

2 The Scientific Research and Experimental Development program is a federal tax incentive program that
encourages Canadian businesses of all sizes, and in all sectors, to conduct research and development (R&D) in
Canada. It is the largest single source of federal government support for industrial R&D.



whether funding above and beyond previous commitments will be forthcoming. As it is, Prince
Edward Island had been most fortunate to have been able to use the Build Canada Fund and Gas
Tax Fund to address infrastructure gaps. Moving forward, the already announced programming
represents approximately $440M in dedicated federal funding, including more than $277M under
the New Building Canada Fund and an estimated $163M under the federal Gas Tax Fund.

The Canadian Chamber, in its 2013 Report The Foundations of a Competitive Canada, stressed that
“public infrastructure investment must be strategic. It is not more infrastructure that contributes
to growth and productivity but the right infrastructure in the right places.” We fully support this
as a criterion for setting priorities on federally funded infrastructure projects in the province.

Thank you for this opportunity and for taking a sincere interest in receiving the views of the
Chamber and the local business community.



Appendix 1

A Canada That Wins
www.chamber.ca/media/blog/150930-access-to-capital-is-essential-to-stimulate-business-growth/

The Canadian Chamber of Commerce called on political parties to engage with businesses and
commit to practical solutions and actions in the four areas that are critical to the competitiveness
of the Canadian economy:

1. Access to a powerful workforce
2. Access to capital
3. Access to technology and innovation

4. Access to markets

Top 10 Barriers to Competitiveness
www.chamber.ca/advocacy/top-10-barriers-to-competitiveness/

Barrier I: Silos in skills development

Barrier II: Entrepreneurs lack capital for Canada’s fastest-growing companies
Barrier I11: Lack of clarity regarding duty to consult with Aboriginal peoples
Barrier 1V: Internal barriers to trade

Barrier V: Canada’s tax system is too complex and costly

Barrier VI: Canadian trade is constrained by infrastructure deficiencies
Barrier VII: Canada is uncompetitive in the world’s tourism sector

Barrier VIII: Innovation rate is not sufficient to help manufacturing rebound
Barrier IX: Territorial businesses don’t have the tools they need

Barrier X: Canada is missing out on foreign trade opportunities



