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RCONOMIC IMPACTE OF ENHANCED BILATERAL TRADE
NATIGNAL AND PEDUIﬂEIAL.RESULTE
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Shasement of Jsouas

Arguments for an enhancement of hilaveral trade with the
United States rest gn three principal judgements:

" reduction of Canadian tariffs and non-tarif? barriers should,
by fntruuu:1ng a2 more competftive su;pTy af goods and
services ana directTy through removal of the indirect tax of
Customs dGuties, imcrease the real incomes of Canadian
housenqlss, therepy increzsing consumer demand, and
ultimately, investment spending;

* reduction of Umited States fariffs and non-tariff barriers
snouic imhrove The expar»ab111ty of Canadian goods and
services to the United States market, and possibly, provide-
higher incomes to those Eanad1an prﬂducers whe expgoert inta
already competitive markets. Also, increased econamic
a¢'1v1*y iR NHorth America should spill gver into improves
economic condizions elsewhare in the world, improving
Thereby, Canadian export prospects to the rest of the worls.
F1nat1y, reducsg price levels in the United States should be
reflected in lower Canadian import. and domestic prices; and

* improved accass o the United 3tates markst should allcow
Cenidian producers to operate at larger scale, which imalies
& special, initial change ‘to investment fehaviour and
araspects Yor mora productive use of both capital dnd ladgur
in the long tarm.

Presonents of an enhanced bilateral agreement 2lso argue ot
there currently 1s 2 substantial danger that “prozectionist” sentiment
in the Untted States may lead -t3 increzsed tariff and non-tariss
restrictions on Canadian expdrts to that market. This imalies there
would be an aven Targer positive impact on the Canadian econgmy than
would be true 1f present Uaftsg States trade practices are continued.
As well; it 1s argued that conglusion of an acreement with the United
Statew will promote agresment for yet angther round of multilaierzl
trade enhancament unger GATI auspices with generz] benefits 3 ai
granomies.,

Against these irguments, others fear that removal of Canadian
trade barriers will Tead to the gutflow of United States sudbsidiary

capital now lpcated in Canada (or, will foreszall United States ang

possitly othér investment that would otherwisa have occurred). Thus,
beyend, an imuors effect, there will be 2 speciail reduction of
investment {and scrasbage of axisting capital) Tocated inm Canadz. [t
should also be recognizad that remeval of tariffs implies & notzdle
requction in federzl Joverrmant revenues, which fmplies a girsc:



