agreement establishing principles and procedures for negotiating trade jssues is

diszussed within each sub-section.

Foreign control of Canadian industry

wizain a Canada-!Inized S1ates fres rrade area

Eliminating trade Barriers detween Canada and the United States creates a
bilaterzl free trade area. An immediate issue is how this new envirgnment will
influence fareign conirol of Canadian industry. Specifically, would 2 free trade
areastimuiate or diminish fareign ownership or leave [t unchanged?

Foreign coniral expands or contracit [n response to zhanges 0 the
intzrdependence between Jdoreign inputs and domestic inpuis of the production
process.  From & Capadian perspective increaszed [nijerdependence between
foreign owne’s and domestic Inputs oiten implies increased foreign ownership,
Conversely, diminished interdenendence reduces foreign ownership. The imoact
of a frese trade area on foreign contral thus depends upon the. resoltani
interdependence between foreign owners and Canadian resources.

Interdependence berween inputs derives fram the techmical charadieristics
of the ;::-_mducricn process. Thase characteristics specify the division of labour
between input activities. Technical improvements in production processes ofren
involve a finer division of labour and providé greater potantial for Internationmal
interdependence. A Canada-Unjted States free trade ared would increase

competitive pressures and thereby stimulate the .adoption of more technjcally



