Federal end Provincial Barriers to Internal Trade
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The purpobe of thib paper {8 to examina selected intermal barriers Co
trade in the céntext of poesible future internstional trade
pegotiations. Lt was felt that for either the bilareral or
mulicilateral trade exercige a background plece on intermal barriers at
both the federal and provincial levels was required. This paper is mat
an exhaustivae {aventory of such barriers; nor does it attewpt {p pe&R
judgement on their legitimacy. It is simply meant to identify the
1ssue and the implications that Crade agreemenis may have for selected
practices, either federal or provincial.

Internal barriers to trade may be approached either by analyzing their
efiect on economic efficiency, Industriel structure, reg;onal
deévelopment and ultimately, the Internatiocnal cunpet*tiveneas of
Canadian exports, or simply by ldentifying those barrlers Iikely to be
vargeted by Canada's trading partners for change or elimination in
future trade talks. This paper follows the mecond approach, but it is
recognized that a fundamental review of the toplc should consider the
costs and benefits of the policies in questien.

Introducrion

In recent years the Canadian governmest Has sought to increase outpur,
exployuent, productivity and ipcomes by seeking acress to larger
markers, b¥ encouraging international specialization, and by providing
for a more competitive emvironment in the Canadian market, While
current discussions are focused primarily on Incernaticnal trade
relatiens, in the multilareral and bilsdteral {Canada-Unized Scates)
contexc, there i a third level of trade relations which 1s relevant to
the discussinn, that of interprovineial trade. The inmternational
discussioné and negotiations will have a diréct impact on restrictions
on interprovincial trade,

Internal barriers te trade have been discussed extensively as an lasue
in the past, particularly in the context of the constiturional debate,
although fhere does not appesr to be & clear cocsensus on the affects
of such barrlers. In a submission to the Royal Commission on the
Economic Union and Devalopment Proepecte for Caneda, the Canadian
Manufacturerg' Associstion argued that growth in interprovincial trade
did nok match Canada's export performance and had in fact begunm to
decline in several industries. The CMA malntsined thar this was due at
least in part to Iinterprovincial trade barriers. In eaely 1983 the CMA
conducted & aurvey sn the practices uf the provincial governments.
Ope—fifth of the manufadturers responding to the survey indicated that
they had encountered difffculties selling cheir goods because of
testrictive procurement practices pursued by provincial governments.
For large flrws accounting for more than two-thirds of interprovincial



