ity of mutual nuclear deterrence between
the two super-powers. The Canadian in-
terest was somewhat ambivalent, however,
since U.S. forces and bases in Canada were
viewed as posing problems for Canadian
sovereignty. '

With the continuing development and
improvement in long-range nuclear-armed
missiles and in radar detection systems,
the relative importance of the bomber
threat declined. The United States had
less need for Canadian territory and, to
some extent, for close Canadian involve-
ment and participation in North American
strategic defence planning. As a result of
these technological developments, the level
of interdependence in the Canada-U.S.
defence relationship has remained static
or declined somewhat in relative terms
over the 1960s. The gradual improvement
in U.S.-U.S.S.R. relations and the con-
clusion of various agreements between
them to reduce the risks of confrontation
have reinforced this trend.

Nevertheless, Canadian territory, air-
space and coastal waters continue to be of
key importance for the strategic defence
of the United States, and the Canadian
interest in contributing to the mainte-
nance of stable nuclear deterrence is un-
diminished. Defence co-operation between
the two countries remains firmly anchored
and close, but the momentum of the Fif-
ties and Sixties toward closely-integrated
and structured defence arrangements has
abated. This situation could change, of
course, as a result of technical innova-
tions such as the introduction of new
defence and warning systems, or a return
to a more active military confrontation
between the super-powers.

Economic arena

By contrast, in the economic field, the
continental pull has operated strongly
throughout the postwar period and has
developed its own built-in momentum. The
North-South pull has, of course, been a
factor throughout Canadian history. At
the time of Confederation and until the
1920s, however, there were strong counter-
vailing forces promoting an East-West
bias in Canada’s economic development
and in its trade and financial relations
across the Atlantic. These were buttressed
by the national economic policy introduced
following Confederation. The development
of the transcontinental railways in Can-
ada, the subsidization of freight rates and
the establishment of protective tariffs for
Canadian secondary industry were delib-
erately designed to strengthen economic

ties across Canada and to encourage the
development of the West through the cx-
port of agricultural staples, mainly to
Britain and Europe. Over time, howe-er,
the exploitation of our mineral and for :st-
ry resources assumed more importaice
and these found a large and expancing
market in a rapidly industrializing Un:ted
States. The economic axis was gradu:lly
turning in a North-South direction. While
the conclusion of Commonwealth pre:er-
ential arrangements in 1932 during the
Depression gave new impetus to Cana:ia’s
trade with Britain and other Common-
wealth countries, annual U.S. capital fiaws
into Canada had already surpassed ti.ose
from Britain, and the establishmen: of
these preferences encouraged U.S. firm:; to
set up branches and subsidiaries in Car ada
to take advantage of export opportun:ties
in Commonwealth markets.

In the postwar period, the economic ull
of the United States became stronger :til],
while the countervailing influence of lrit-
ain, Western Europe and the Comrron-
wealth diminished. The U.S. need for Ca-
nadian resources became more intease.
The rapid development of Canadian 1in-
eral and newly-discovered petroleur re-
sources was financed mainly by JS.
capital. Large inflows of U.S. cayial
mostly in the form of direct investment,
were also encouraged by the increesing
importance of the Canadian dom-stic
market, by competition among large 8.
firms and generally by a hospitable in-est-
ment climate. The availability of cznital
from Britain and Europe was cir um-
scribed until the 1960s by the nec i to
carry out the reconstruction and mo-‘ern-
ization of their economies. The phe om-
enon of large, multinational corpora::ons,
most of them U.S.-owned and U.S.-tsed,
made its appearance during this pc riod.

It added a large new dimension t. the §
interpenetration of the Canadian anc US. B

economies and led to a further conce itra-
tion of Canadian trade with the U rited

States. By the late 1960s, nearly & per §
cent of the export and import treisal- §
tions of U.S. subsidiaries in Canada were g
with their parent companies and aff ‘iates |

in the United States.
In the new circumstances of the pc twar

period, Canadian economic and trad - pol
icies underwent major changes. C-nada i !
14 0 Car
¥ This s

played an important role in the estalish-
ment of a multilateral trading syste1 Ul
der the General Agreement on Tarif. s an

Trade, and vigorously supported effc ~ts t0 i
reduce tarifis and restrictions to rade §

on a multilateral and non-discrimir:atory

basis.
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