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discussed witin each  sub-section. 

Foreign control of Canadian industry 

witnin a Canada-United States free._ trade  area 

Eliminating t rad  e barriers between Canada and the United States creates a 

bLlateral free trade area. An immediate issue is  ho  w this new environment 

influence foreEri contra] of Canadian industry. Specifically, would a free trade 

ares stii-nuate or diminish foreign ownership  or  leave it unchanged? 

r &reign contr.ol epandss  or  co n tras  in response to changes -  in the 

inze.:- dependence between•forair inputs and domestic inputs or the production 

pr.ocess. Frbm à Canadi.an perspective increased interdependence betWeen 

fo7eign o%ners and dornesti.c inputs Often implies incp,...ased foreign ownership. 

Conversely, dirrtnisbed. interdependence reduces foreign ownership. The impact 

of a free trade area on foreign control thus depends upon the resuVtant 

interdependence between foreign owne:.s and Canadian resources. 

Interdependence between inputs der ives from the technical Characteristics 

of the production process. These characteristicS specify the division of labour 

between input activities. Technical improvements in production processes often 

invofve a finer division of labour and provide greater potential for international 

interdependence. A Canada-United States free tra'de are,i veould increase 

corripeti.tive pressures and thereby stimulate the adoption of more technically 


