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he security of critical minerals and materials supply has become a significant concern for

many governments in light of COVID-19 disruptions to global supply chains. Geopolitical
concerns on the security of the supply of critical minerals have increased, given China’s control of
many of these supply chains. This is why Canada must establish a comprehensive critical minerals
supply chain strategy. Blessed with abundant undeveloped resources of all the critical minerals,
Canada lacks the downstream manufacturing capacity to create the internal demand to get
started.

Many of these minerals, and the manufacturing capacity, are vital for creating the materials
needed for renewable energy and electric vehicles, electronics and aerospace technologies.
Important allies such as Japan already have much of the downstream value-added manufacturing
capacity and they can inspire Canada to create incentives for more production of these critical
minerals. Canada must act now, for the window of opportunity is closing fast due to more rapid
advancement in other countries. Similar macroeconomic and political considerations have
encouraged allies and competitors to take swift and more decisive action.

Australia, the European Union, the United Kingdom, the United States and even Russia are
aggressively moving forward, making significant policy decisions, coupled with strategic
investments and incentives to position themselves for success. For Canada, this is a matter of
national, economic and technological security, but also an important opportunity because of our
natural resource wealth to deepen ties with allies and move more rapidly toward a low-carbon
economy. Innovation is key both in creating new technologies and in devising more efficient ways
to recover critical minerals and process them in low-energy and environmentally friendly ways.

Canada’s Partners in the Indo-Pacific Region

Canada and Japan, as well as other Asian countries including India, share many common values,
such as promoting the rules-based international order, and are committed to deepening bilateral
partnerships. In May 2021, the foreign ministers of Canada and Japan agreed on six areas of
bilateral co-operation that will advance common interests in the Indo-Pacific region. These six
areas are the rule of law; peacekeeping operations, peace building and humanitarian assistance
and disaster relief; energy security; health security and responding to COVID-19; free trade
promotion and trade agreement implementation; and the environment and climate change.

Both Canada and Japan are members of the G7, G20, Asia-Pacific Economic Cooperation (APEC),
Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP), Asian
Development Bank (ADB), International Monetary Fund (IMF), ASEAN Regional Forum (ARF)
and the Organization for Economic Co-operation and Development (OECD). Trade and economic
relations between Canada and Japan have been steadily expanding, culminating in the 31st
meeting of the Canada-Japan Joint Economic Committee (JEC) in December 2021.
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The co-chairs recalled their countries’ recent commitments to expand bilateral co-operation in
the Indo-Pacific to advance six shared priorities, including economic areas such as energy
security, free trade promotion and trade agreement implementation, the environment and climate
change. They welcomed the contribution these commitments make to Canada and Japan’s shared
vision of a free and open Indo-Pacific, and toward deepening their strategic partnership potential.
They recognized the important contribution the Canada-Japan trade and investment relationship
makes to both countries’ economies and to their economic security. They acknowledged the
significant role of bilateral commercial ties to energy, critical minerals and food security and
agreed there is considerable potential to expand trade and investment in these areas.

The Path Forward

According to the International Energy Agency (IEA), should the world begin to move with haste
toward a more sustainable energy mix, demand for critical materials needed in clean technologies
will far outstrip what is readily available today. The IEA estimates that a world on track for net-
zero emissions in 2050 will by 2040 need six times as much of these critical materials as it does
today. Meanwhile, global demand for the required critical minerals will skyrocket, from around
10 per cent of energy-related trade to roughly 50 per cent by 2050.

Canada and Japan can readily capitalize on this opportunity, advance their domestic visions to
stimulate more economic development and help secure their clean energy futures.

Some specific recommendations include:

1. Collaborate on fiscal and regulatory reforms required to create incentives for further
Canada-Japan commerce in the critical minerals and materials sector;

2. Identify certain pilot projects to move forward quickly through established mechanisms
that can then inspire further interest in building more such operations;

3. Encourage major downstream manufacturers (such as Honda, Toyota and other users
of critical materials) to provide long-term commitments on specific minerals and
materials they need to support creating new supplies in Canada. These companies should
also be encouraged to financially support emerging new suppliers and supply chain
partners;

4. Support the development of more advanced upstream projects in Canada by offering
off-take commitments on the mineral products needed and encouraging the government
of Canada to establish a strategic materials stockpile in Canada. If the Canadian
government can provide initial off-take commitments to aspiring new critical minerals
producers in Canada, it will accelerate new production capacity starting, which Japanese
manufacturers can take advantage of to support expanding production of the various
manufactured products. This could include establishing manufacturing facilities in

Critical Minerals Supply Chains between Canada and the Indo-Pacific Page 2
by Donald S. Bubar and Zeeshan Syed
February 2022



Critical Minerals Supply Chains between

\ CANADIAN GLOBAL AFFAIRS INSTITUTE

“" INSTITUT CANADIEN DES AFFAIRES MONDIALES Canada and the IndO'PaCiﬁc

Canada to process critical minerals to create the intermediate products needed by end-
users in Japan for the specific final products new technologies require;

5. Encourage the production of critical minerals and materials from secondary sources
through recycling and reprocessing of historic mine wastes for rare earths and other rare
elements that had no value when the original mine was in operation but do today. This is
a way to create the circular economy in the mining industry that will lead to more
sustainable, low-impact ways to produce critical minerals;

6. Encourage flagship partnerships between Canadian and Japanese universities to
collaborate on new research initiatives with a focus on inspiring more innovation in
processing technologies and new end uses for many non-traditional mineral commodities,
including sponsoring multi-disciplinary participation in research, workshops and
conferences.

Conclusions

The clean energy transition and other new technology development require a complete
transformation of the global economy and significant additional capital spending over the next
three decades. This needs to be inspired by new government policy initiatives that will encourage
more investment in innovation in new technologies.

In Canada this also involves updating regulatory policy in the mineral industry that has
discouraged innovation in producing non-traditional commodities and denied access to historic
mine wastes by entrepreneurs with ideas on extracting valuable rare elements from the wastes
while remediating the long-term environmental liability.

This can also create many new economic development opportunities for Indigenous business and
more remote First Nations communities that have not yet recognized that participating in critical
minerals resource development can create wealth and prosperity for future generations while also
preserving the environment.

Collaboration between Canada, Japan, India and other interested Indo-Pacific countries on clean
energy economic partnerships can more rapidly foster the needed innovation to accelerate the
transition to both the low-carbon economy and the circular economy.
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