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transitary labour market adjustments.
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free-trade agreement thus implies & need for procedures to negotiate removal of

non-tarifl barriers.

A bilateral agreement establishing principles and procedures for
negotiating removal of non-tariff barriers is a concomitant of 3 funetional frea-
trade agreemnent. The principles and procedures must incorporate a definition of
what constitutes a nen-tariff barrier. The agreement must also clarify what

constitutes permanent changes to expott and import patterns as they relate 1o

-

The relztive importance of foreign ownership considgrations could also be
specified in the principies and procedures for bilzteral reductisns in non-taride
Sarriers. Since the fuacsiona! free israde area concept does not relate 10 specilic
sectors the net impact on levels of foreign ownership is uncertain.  This
uncertainty makes it virtually _1mpa551b1e. to develap specific impiications for

other public policies fh.g.*. would resilt from a functionzl free-trade ares.

Foreign corporate strategy responsas 1o reduced trade barriers

The form of foreign conirol within Canadian indusiry will changs with each
choice for our Bilateral trade policy with the United States. The first sub-
section predicts changes in the form of foreign direct investment from branch
plant operations to rationalized operations inCorporating the most advanced

production technigues. The sefond sub-section predicts changes irom branch

plant operations to operations with world product mandates for exclusive

worldwide production of 3 specific output,



